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IMPROVING FEDERAL STUDENT AID TO
BETTER MEET THE NEEDS OF STUDENTS

Tuesday, March 21, 2017
House of Representatives
Committee on Education and the Workforce,
Subcommittee on Higher Education and Workforce Development
Washington, D.C.

The subcommittee met, pursuant to call, at 10:10 a.m., in Room
2175, Rayburn House Office Building, Hon. Brett Guthrie [chair-
man of the subcommittee] presiding.

Present: Representatives Guthrie, Messer, Grothman, Stefanik,
Allen, Lewis, Mitchell, Smucker, Davis, Courtney, Adams,
DeSaulnier, Krishnamoorthi, Polis, Sablan, Takano, Blunt Roch-
ester, and Espaillat.

Also Present: Representatives Foxx, Scott and Bonamici.

Staff Present: Courtney Butcher, Director of Member Services
and Coalitions; Emmanual Guillory, Professional Staff Member;
Tyler Hernandez, Deputy Communications Director; Amy Raaf
Jones, Director of Education and Human Resources Policy; Nancy
Locke, Chief Clerk; Dominique McKay, Deputy Press Secretary;
James Mullen, Director of Information Technology; Krisann Pearce,
General Counsel; Jenny Prescott, Professional Staff Member; Alex
Ricci, Legislative Assistant; Mandy Schaumburg, Education Deputy
Director and Senior Counsel; Emily Slack, Professional Staff Mem-
ber; Alissa Strawcutter, Deputy Clerk; Tylease Alli, Minority Clerk/
Intern and Fellow Coordinator; Jacque Chevalier, Minority Deputy
Education Policy Director; Denise Forte, Minority Staff Director;
Mishawn Freeman, Minority Staff Assistant; Christine Godinez,
Minority Staff Assistant; Stephanie Lalle, Minority Press Assist-
ant; Veronique Pluviose, Minority Civil Rights Counsel; Katherine
Valle, Minority Education Policy Advisor, and Christopher Zbrozek,
Minority Education Detailee.

Chairman GUTHRIE. A quorum being present, the Subcommittee
on Higher Education and Workforce Development will come to
order.

Good morning, and welcome to the first hearing of the Sub-
committee on Higher Education and Workforce Development for
the 115th Congress. I am honored to serve as the new chairman
of this subcommittee. I want to thank Dr. Foxx for choosing me for
this gavel, and I want to thank my colleagues for trusting me to
lead this important subcommittee.
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It is also my honor to welcome our new ranking member, Rep-
resentative Susan Davis. I look forward to working together this
Congress. I am confident we will advance solutions that help pre-
pare students with the knowledge and skills they need to succeed
in the classroom, in the workforce, and in life.

Today’s hearing is a part of the committee’s broader effort to
strengthen higher education. We all know and have seen the sig-
nificant opportunities provided by a postsecondary education. Un-
fortunately, as we have also seen, realizing the dream of a higher
education has become increasingly difficult for many individuals
across the country.

As Chairwoman Foxx pointed out at a hearing earlier this year,
college costs are rising at a rapid rate. In fact, since 2006, average
tuition and fees have increased by more than 40 percent at 4-year
public institutions, and almost 27 percent at 4-year private non-
profit institutions.

Meanwhile, for a variety of reasons, students are not completing
their education. It is estimated that among students who started
college in the fall of 2010, only 55 percent had earned a degree or
certificate by 2016. That is not even 4 years. It is 6 years, with
nothing to show for it in the end.

These are just two statistics that will help illustrate the chal-
lenges individuals face when they consider whether or not they
should or can pursue a higher education. They are also two of the
reasons we are working to make higher education more accessible
and affordable. One of the ways we can accomplish this goal is by
simplifying and improving Federal student aid.

Over the years, the Federal student aid system has become too
complex. Students and their families are forced to navigate 6 dif-
ferent types of Federal loans, 9 different repayment plans, 8 dif-
ferent forgiveness programs, and 32 deferment or forbearance op-
tions, each with its own rules and regulations. Sounds complicated,
right?

Now, imagine you are a student with no background or experi-
ence in navigating such financial options and responsibilities.
Faced with all these choices and decisions, some individuals do not
even know where to begin. Others simply give up. We need to get
rid of the complexity. We need to eliminate the confusion students
face, and there are a number of ways we can do both.

Just yesterday, I introduced a bill, the Empowering Students
Through Enhanced Financial Counseling Act, that would improve
the timing, frequency, and content of financial aid counseling.

These changes to current policy would help students and their
families better understand their options and responsibilities when
it comes to paying for college. It is an idea that has enjoyed strong
bipartisan support in the past, and I am hopeful it will be part of
the discussion as we move forward with efforts to strengthen high-
er education.

Another idea is streamlining Federal aid into one grant program,
one loan program, and one work study program, “streamlining”
being the operative word there. It is not about cutting. It is about
cleaning things up, making it easier for individuals to explore their
options, find the right school, figure out how to pay for their edu-
cation, and determine the best way to repay loans.
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These ideas are just two of many solutions that have been pro-
posed. Each makes different reforms, but they all have the same
goal: make the system more efficient and more responsive to the
needs of students.

Simplifying Federal student aid is one principle in a comprehen-
sive framework that will guide our work to strengthen higher edu-
cation, but it is a critical one. Doing so will provide students and
their families with a more timely and clearer picture of the finan-
cial assistance they are eligible to receive.

It will ensure taxpayer dollars are supporting those students who
need help the most, and perhaps, more importantly, it will help
more Americans realize that the dream of a higher education is
within reach.

I look forward to hearing from our witnesses today and learning
more about their ideas for simplifying and improving student aid.
I know this discussion will help guide our work ahead as we move
forward to reauthorize the Higher Education Act.

This hearing is especially important to me. When my third child,
my daughter, was born, I remember holding her and her brother
coming into the room, and I started looking at them there together
and how nice it was, baby and young son, and then it hit me. I said
18 years from now, they are going to be in college at the same
time. Well, this is the 18th year, so I have a senior and a freshman,
one in an out-of-state school and one in a private school. So, higher
education financing is something that is on my mind.

With that, I want to now recognize Ranking Member Davis for
her opening remarks.

[The information follows:]

Prepared Statement of Hon. Brett Guthrie, Chairman, Subcommittee on
Higher Education and Workforce Development

Today’s hearing is part of our committee’s broader effort to strengthen higher edu-
cation. We all know and have seen the significant opportunities provided by a post-
secondary education. Unfortunately, as we have also seen, realizing the dream of
a higher education is becoming increasingly difficult for many individuals across the
country.

As Chairwoman Foxx pointed out at a hearing earlier this year, college costs are
rising at a rapid rate. In fact, since 2006, average tuition and fees have increased
by more than 40 percent at four-year public institutions and by almost 27 percent
at four-year private nonprofit institutions. Meanwhile, for a variety of reasons, stu-
dents aren’t completing their education. It is estimated that among students who
started college in the fall of 2010, only 55 percent had earned a degree or certificate
by 2016. That’s not even four years. It’s six years—with nothing to show for it at
the end.

These are just two statistics that help illustrate the challenges individuals face
when they consider whether or not they should or can pursue a higher education.
They’re also two of the reasons we are working to make higher education more ac-
cessible and affordable. One of the ways we can accomplish that goal is by simpli-
fying and improving federal student aid.

Over the years, the federal student aid system has become too complex. Students
and their families are forced to navigate six different types of federal student loans,
nine different repayment plans, eight different forgiveness programs, and 32
deferment and forbearance options—each with its own rules and requirements.
Sounds complicated, right?

Now, imagine you are a student with no background or experience in navigating
such financial options and responsibilities. Faced with all of these choices and deci-
sions, some individuals don’t even know where to begin. Others simply give up.

We need to get rid of the complexity. We need to eliminate the confusion students
face. And there a number of ways we can do both.
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Just yesterday, I introduced a bill—the Empowering Students Through Enhanced
Financial Counseling Act — that would improve the timing, frequency, and content
of financial aid counseling. These changes to current policy would help students and
their families better understand their options and responsibilities when it comes to
paying for college. It’s an idea that has enjoyed strong bipartisan support in the
past, and I'm hopeful it will be part of the discussion as we move forward with ef-
forts to strengthen higher education.

Another idea is streamlining federal aid into one grant program, one loan pro-
gram, and one work study program—“streamlining” being the operative word there.
It’s not about cutting. It’s about cleaning things up—making it easier for individuals
to explore their options, find the right school, figure out how to pay for their edu-
cation, and determine the best way to repay their loans.

These ideas are just two of many solutions that have been proposed. Each makes
different reforms, but they all have the same goal: Make the system more efficient
and more responsive to the needs of students.

Simplifying federal student aid is one principle in a comprehensive framework
that will guide our work to strengthen higher education, but it’s a critical one.
Doing so will provide students and their families with a more timely and a clearer
picture of the financial assistance they are eligible to receive. It will ensure taxpayer
dollars are supporting those students who need help the most. And, perhaps most
importantly, it will help more Americans realize that the dream of a higher edu-
cation is within reach.

I look forward to hearing from our witnesses today and learning more about their
ideas for simplifying and improving student aid. I know this discussion will help
guide the work ahead as we continue our efforts to reauthorize the Higher Edu-
cation Act.

Mrs. Davis. Thank you. Thank you, Chairman Guthrie. I, too,
look forward to a strong working relationship, and thank you to the
witnesses for being here. I look forward to hearing your testimony.

The Higher Education Act was enacted to expand access to col-
lege and provide an affordable degree to anyone wanting to pursue
an education post-high school. Today’s hearing provides us with an
opportunity to hear from experts about ways to improve the Fed-
eral student aid system established in this legislation.

Since HEA’s enactment, the United States has made substantial
progress in college access. Students of color and low-income stu-
dents are going to college at higher rates than ever before. Al-
though we should celebrate these outcomes, we know there is tre-
mendous room for improvement.

When we look at the data closely, we realize that low-income stu-
dents are still accessing higher education at lower rates than their
more affluent peers back in the mid-1970s. This means that in-
stead of making college less affordable by slashing billions from
Federal financial aid programs like the President’s partial budget
request, us Democrats believe that with sufficient investment, the
right targeting towards the students with the greatest need, and
an easy access to financial aid, the current system could better
serve America’s working families.

Through the HEA, the Federal Government has been able to pro-
vide Pell grants, Federal loans, and campus-based aid to millions
of undergraduate and graduate students, but the Pell grant pro-
gram now covers the smallest share of undergraduate costs since
its inception.

As state disinvestment and demographic changes have driven
tuition up, Congress has failed to allow the program to keep up
with costs and instead has made changes to reduce eligibility in
order to keep the costs down.
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We must strengthen Pell by increasing the maximum award, in-
dexing the award to inflation, reinstating Summer Pell, and pre-
serve any remaining funds to reinvest in the program in future
years. Otherwise, low-income students will increasingly rely on
loans to afford their education. With more students taking out larg-
er loans, we must improve the system so students have access to
favorable terms and streamlined income-driven repayment plans.

Proposals that remove the availability of subsidized loans for un-
dergraduate students and eliminate PLUS loans for parents to cre-
ate a one loan system would force low-income families to take out
private loans, which lack the consumer protections of Federal stu-
dent loans.

As our country fully shifts to a knowledge-based economy, work-
ers with graduate degrees are increasingly sought after, but
throughout the years, graduate students have been excluded from
the Federal loan system. If we want all students to have access to
high-paying jobs, Congress must preserve access to these loans as
well.

Congress also has a unique opportunity to strengthen the cam-
pus-based aid programs during this reauthorization. Campus-based
aid allows students to work part-time to receive additional grant
aid and borrow additional subsidized loans.

So, we should preserve and bolster these programs, not eliminate
them, as is currently being proposed.

Robust and targeted investments are just two pieces of the puz-
zle. We should make financial aid easier to access. Too many stu-
dents are unaware of the financial aid options provided by the gov-
ernment and forego the application process, and we know, you
know, that it is a bit overwhelming and those who do apply find
the form complex and confusing.

Although the form has been greatly improved since its creation,
we must ensure that students have a simple and functional tool at
their disposal, and the recent outage of the IRS data retrieval tool
used when filing the Free Application for Federal Student Aid,
what we know as FAFSA, has already increased the burdensome
verification process.

So, we must work together to ensure the temporary shutdown of
this tool does not negatively dissuade students from applying for
aid or attending college.

Mr. Chairman, we need to improve the system to work for all
students, and we must create policies that pay close attention to
those who have been traditionally underserved by our system. This
will ensure that we can pass a strong reauthorization of HEA fo-
cused on access, on affordability, and, very important, completion.

Thank you, Mr. Chairman. I yield back.

[The information follows:]

Prepared Statement of Hon. Susan A. Davis, Ranking Member,
Subcommittee on Higher Education and Workforce Development

Thank you, Chairman Guthrie. And thank you to the witnesses for being here.
I look forward to hearing your testimony.

The Higher Education Act was enacted to expand access to college and provide
an affordable degree to anyone wanting to pursue an education post high school.
And today’s hearing provides us with an opportunity to hear from experts about
ways to improve our federal student aid system established in this legislation.
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Since HEA’s enactment, the United States has made substantial progress in col-
lege access. Students of color and low-income students are going to college at higher
rates than ever before. And although we should celebrate these outcomes, there is
room for improvement. When we look at the data closely, we realize that low-income
students are still accessing higher education at lower rates than their more affluent
peers back in the mid-1970s.

This means that instead of making college less affordable by slashing billions from
the federal financial aid programs like the President’s

partial budget requests, House Democrats believe that with sufficient investment,
the right targeting toward the students with the greatest need, and easy to access
financial aid, the current system could better serve America’s working families.

Through the HEA, the federal government has been able to provide Pell Grants,
gederal loans, and campus-based aid to millions of undergraduate and graduate stu-

ents.

But the Pell Grant program now covers the smallest share of undergraduate costs
since its inception. As state disinvestment and demographic changes have driven
tuition up, Congress has failed to allow the program to keep up with costs and in-
stead, has made changes to reduce eligibility in order to keep the cost down. We
must strengthen Pell by increasing the maximum award, indexing the award to in-
flation, reinstate Summer Pell, and preserve any remaining funds to reinvest in the
program in future years. Otherwise, low-income students will increasingly rely on
student loans to afford their education.

With more students taking out larger loans, we must improve the system so stu-
dents have access to favorable terms and streamlined income-driven repayment
plans. Proposals that remove the availability of subsidized loans for undergraduate
students and eliminate PLUS loans

for parents to create a “one loan” system would force low-income families to take
out private loans, which lack the consumer protections of federal student loans. And
as our country fully shifts to a knowledge-based economy, workers with graduate
degrees are increasingly sought after. But throughout the years, graduate students
have been excluded from the federal loan system. If we want all students to have
access to high paying job, Congress must preserve access to these loans as well.

Chairman, Congress also has a unique opportunity to strengthen the campus-
based aid programs during this reauthorization. Campus-based aid allows students
to work part-time, receive additional grant aid, and borrow additional subsidized
loans. We should preserve and bolster these programs — not eliminate them as the
President requests.

Robust and targeted investments are just two pieces of the puzzle. We should
make financial aid easier to access. Too many students are unaware of the financial
aid options provided by the government and forego the application process. And
those who do apply find the form complex and confusing. Although this form has
been greatly improved since its creation, we must ensure that students have a sim-
ple and functional tool at their disposal. The recent outage of the IRS Data Re-
trieval Tool used when filing the Free Application for Federal Student Aid (FAFSA)
has already increased the burdensome verification

process. We must work together to ensure the temporary shutdown of this tool
does not negatively dissuade students from applying for aid or attending college.

Chairman, we need to improve the system to work for all students and we must
create policies that pay close attention to those who have been traditionally under-
served by our system. This will ensure that we can pass a strong reauthorization
of HEA focused on access, affordability, and completion.

Thank you, Chairman. I yield back.

Chairman GUTHRIE. Thank you. I thank the ranking member for
yielding back. Pursuant to Committee Rule 7(c), all members will
be permitted to submit written statements to be included in the
permanent hearing record. Without objection, the hearing record
will remain open for 14 days to allow such statements and other
extraneous material referenced during the hearing to be submitted
for the official hearing record.

I would now like to turn to introduction of our distinguished wit-
nesses. Ms. JoEllen Soucier is the executive director of financial aid
for the Houston Community College System in Houston, Texas.
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Ms. Kristin Conklin is a founding partner for HCM Strategists,
LLC, a government relations strategy and development firm.

Mrs. Youlonda Copeland-Morgan is vice president of enrollment
management with the—we have a ball game—I am from Kentucky,
that is coming up, University of California, Los Angeles, who will
be playing the Wildcats this Friday night. Two great programs.

Dr. Matt Chingos, who is a senior fellow at the Urban Institute,
where he studies education-related topics at both the K-12 and
postsecondary levels.

I will now ask the witnesses to stand and raise your right hand.
You do not have to stand, but since you are standing, raise your
right hand.

[Witnesses sworn.]

Chairman GUTHRIE. Let the record reflect the witnesses an-
swered in the affirmative. Thank you.

Before I recognize you to provide your testimony, let me briefly
explain our lighting system. You each have 5 minutes to present
your testimony. When you begin, the light in front of you will turn
green. When 1 minute is left, the light will turn yellow. When your
time has expired, the light will turn red. At that point, I will ask
you to wrap up your remarks as fast as you are able. Members will
each have 5 minutes to ask questions.

First, recognized for 5 minutes for her testimony is Ms. Soucier.
Thank you. You are recognized for 5 minutes.

TESTIMONY OF JOELLEN SOUCIER, EXECUTIVE DIRECTOR OF
FINANCIAL AID, HOUSTON COMMUNITY COLLEGE SYSTEM,
HOUSTON, TEXAS

Ms. SOuUCIER. Chairman Guthrie, Ranking Member Davis, and
members of the subcommittee, good morning. Thank you for invit-
ing me to testify today. I am very proud to be here.

I've been a financial aid administrator for 29 years, and am pas-
sionate about my work. I became a financial aid director in 1992,
and have held leadership positions in various sectors of higher ed.

My current institution, Houston Community College, serves ap-
proximately 40,000 aid recipients each year, of which over 30,000
receive a Pell grant. When I entered college, I was a first-genera-
tion student from a low-income household. Without financial aid,
college would not have been possible.

Today, my testimony will identify some of the current complex-
ities and resulting challenges that exist, in the hopes that we can
move towards simplifying the entire financial aid process.

The challenges can be categorized into four key areas, the Fed-
eral application process, consumer information, student aid pro-
grams, and student loan repayment.

The discussion around financial aid simplification often centers
upon the number of questions on the Federal application. While the
number can be stunning, 83 for independent and 126 for dependent
students, the advent of more advanced skip-logic has assisted with
shortening the time it takes to complete the online application.
Still, applying for financial aid remains a barrier for many.

The confusion with the process can be demonstrated by my expe-
rience at Houston Community College. Our communication plan
consists of robust messages. We have over 70 different email com-
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munications sent through our aid delivery process. We employ 25
staff in our call center.

We have a detailed phone messaging system, over 50 staff cov-
ering 14 aid offices across the city, and a communications coordi-
nator feeding financial aid messages through various social media
platforms. Regardless of these immense efforts, our students are
confused and frustrated.

In September of 2015, President Obama and Secretary Duncan
announced that beginning on October 1, 2016, the application
would use prior-prior income. This change results in earlier infor-
mation, reduces administrative burden, and faster delivery of aid
to students.

This type of streamlining is needed in all areas of the financial
aid process. The upcoming reauthorization provides a great oppor-
tunity to focus on improving consumer information that students
and families receive.

There are over 65 consumer information topics that appear in
over 140 different regulations, many added in recent years. As you
might imagine, administrators in my system spend hours tracking,
collecting, reporting, and disclosing information.

Navigating consumer information is particularly difficult for the
31 percent of our credit students that are first- generation. These
families have no experience with college, and the students truly do
not understand the incredible amount of information that we pro-
vide, not to mention disclosures come at a time when students are
completing all other steps required to enroll in college.

The most important document for an aid applicant is the award
letter. It informs the applicant of aid for which they may qualify.
I use the word “may” because each program has different eligibility
requirements, and based on student behavior and enrollment deci-
sions, the student may or may not receive those funds.

There are a number of grant, loan, and work programs that a
student may see on an award letter, each with its own criteria and
requirements. It is confusing to the student and tends to change
each year, making it nearly impossible for a family to plan for the
student’s entire college educational costs.

Obtaining student loan funding is the most complicated process
of all the aid programs. The complexity makes it difficult for stu-
dents to understand loan eligibility.

Reauthorization is a perfect time to examine the need to retain
annual and aggregate limits based on grade levels, dependency sta-
tus, program of studies, and attendance.

At Houston Community College, over 18,000 students borrow
from the student aid programs each year. We need greater author-
ity to help borrowers stay within reasonable levels of debt, and re-
quire additional loan counseling based on the needs of our bor-
rowers. Right now, schools have very little control over how much
students borrow, and are prohibited from acquiring annual loan
counseling.

Reauthorization provides an opportunity to make loan repayment
easier for students. Right now, there are nine widely available re-
payment plans. Understandably, this creates a great deal of per-
plexity for borrowers. Many of our students can benefit from in-
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come-driven repayment options, but are unable to navigate the
many programs to determine their best options.

Houston Community College has been challenged with an 18 to
22 percent default rate over the past 5 years. We contracted with
a third-party agency to increase outreach to students and assist
them in determining the best option for repayment. Our fiscal year
2014 draft rate, which was released a couple of weeks ago, came
in at 11.7 percent as a result of these increased efforts.

Since my time is limited, you will find that my full remarks pro-
vide more detail and context regarding the student challenges with
financial aid.

In conclusion, I have seen the complexity of the student aid proc-
ess increase greatly over the past 25 years. The entire process from
application to repayment has become an intricate puzzle that only
a seasoned professional can navigate and understand.

There are numerous opportunities for improvement, simplifica-
tion, and consolidation. It is my hope that today’s testimony will
help you understand the challenges that students face as they at-
tempt to work through the process.

Thank you for your time and attention.

[The statement of Ms. Soucier follows:]
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Chairman Guthrie, Ranking Member Davis, and members of the Subcommittee on Higher
Education and Workforce Development:

Good morning. Thank you for inviting me to testify today.
I am honored and proud to provide this testimony.

I have been a financial aid administrator for the past 29 years and | am very passionate about
the work | do and the services | provide to current and prospective students. | obtained my first
financial aid director position in 1992, at age 24, and have held financial aid leadership positions
at a proprietary college, two private universities, and two large community colleges since. | have
been a member of the New Hampshire, Massachusetts, Florida, and Texas Associations as well
as a member of the National Association of Student Financial Aid Administrators since 1980. |
received a Citation of Appreciation award from the New York association in 2015 for my work
with professional development. | have served on a number of NASFAA task forces, including
the innovative learning methods and one grant, one loan. | have presented on a number of
financial aid topics at NASFAA annual conferences and numerous state conferences over the
years. My current institution, Houston Community College, serves approximately 40,000 aid
recipients each year of which over 30,000 receive a Federal Pell Grant.

When | entered college in 1986, | was a first generation student coming from a very low income,
single parent household. If it wasn't for financial aid, college would not have been an option and
I would not be where | am today. | personally understand how frightening the financial aid
pracess can be for students.

My testimony will identify some of the current complexities and resulting challenges that exist
within the federal student aid system in hopes that we can move toward simplifying and
streamlining the entire lifecycle of the financial aid process. | offer this testimony within the
context of the window for change that the Higher Education Act presents, and | do so in the
spirit of making the process more accessible and understandable for our nation's neediest
students.

Paying for college is inherently complicated. The varying types of institutions, student
demographics, and reasons for pursuing a postsecondary education, combined with the multiple
funding streams for students and parents all work against simplicity in the student aid programs
and cause a great deal of confusion for our students and families.
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The challenges that students face with the current financial aid system can be categorized into
four key areas:

The federal application process;
Consumer information;

The student aid programs; and
Student loan repayment.

B W

#1: The Federal Application Process

The discussion around financial aid simplification often centers upon the number of questions
that are on the Free Application for Federal Student Aid (FAFSA). While that number can be
stunning, 83 questions for independent students and 126 for students who must report parental
data, the advent of more advanced skip-logic has assisted with shortening the time it takes
students to complete the online application. Today, our lowest income students can bypass
many of the questions on the FAFSA. Historically, students would invest about an hour to
complete the FAFSA application, but today it takes the average student less than 15 minutes fo
complete once they have successfully set up their FSA ID. Even less if they are eligible to
import their tax information directly from the Internal Revenue Service (IRS) through their Data
Retrieval Tool (DRT).

In September of 2015, President Obama and Secretary Duncan announced via executive
action, using their existing authority in HEA [Sec. 480(a)(1){B)], that beginning on October 1,
20186, the federal application would use prior-prior year (PPY) income instead of prior year (PY)
income. The change, supported by financial aid administrators, resulted in earlier availability of
the application, faster delivery of aid to students, and reduced administrative burden for financial
aid administrators. Students need this type of streamlining in all areas of the financial aid
process.

Moving to an early FAFSA was a great achievement, but we should not stop there. The use of
PPY opens the door for further streamlining and simplification of the FAFSA, including greater
collaboration between the IRS and the Department of Education (ED). Our students, especially
low income students, do not understand the complexity of the financial aid application process
leaving us practitioners and customer service professionals with the daunting task of explaining
it to students. My heart breaks when | have fo explain to a student that they cannot receive their
aid due to regulatory requirements that they did not understand or were not aware of during the
application and enrollment process.

At Houston Community College, our communication plan consists of a robust set of short,
succinct, and targeted messages. We have over 70 different email communications sent
throughout the application and aid delivery processes. We employ 15 full-time and 10 part-time
staff in our call center, have a detailed phone messaging system, over 50 staff covering 14
physical financial aid offices, and a social media coordinator feeding financial aid messages
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through the various social media platforms. Regardless of these immense efforts, our students
are confused and frustrated.

To help with the application process, a greater collaboration between the IRS and ED could
result in a reduced number of questions having to be answered by the student and parent. The
IRS DRT, with adequate system security measures in place to protect consumer privacy, could
be expanded to include additional items from the federal tax return, giving schools and the
federal government more information while at the same time reducing burden on students and
families.

Related to the form itself, the National Association of Student Financial Aid Administrators
(NASFAA) has developed a financial aid application model that sends student and family
information through different pathways based on their predicted financial strength. For example,
if a student indicates they are already a recipient of the federal means-tested programs such as
food stamps or social security benefits, they go no further and are awarded the maximum Pell
Grant. if a student demonstrates greater financial capability, they will be asked more detailed
questions during the application process to accurately assess the family’s financial strength.
Such a model ensures that our lowest income students, those who find the federal form most
daunting, have the shortest, most streamlined experience. It is modets such as this that provide
us with opportunities for further simplification of the federal application process.

One of the most difficult parts of the application process for students isn't necessarily
completing the federal application form, but all of the extra work students must do to verify the
accuracy their reported data. For example, this year ED implemented a verification process for
non-tax filers that increases burden to families and increases the amount of time it takes for
students to receive an award notification.

Here | offer an example of how this plays out at my institution. Houston Community College
received over 80,000 federal applications during 2015-2016:
* 38,600 were selected for verification by the Central Processing System
o 48% of our students needed to provide additional information before we could
process their application
o 18,100 students reported that they “Will Not File” taxes and were Pell Eligible,
these are our jowest income students
* In addition, 13,700 applications failed the federal database matches and students had to
provide additional documentation to meet the general eligibility requirements.

For the 2017-2018 processing year, these 18,100 students who indicated they will not file taxes
will have to request additional information from the IRS before we can proceed with their
application. it would be much more efficient if the IRS DRT could confirm the non-tax filing
status during the application process, thereby reducing burden on both the students and the aid
administrators and, eliminating delays in processing.
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We practitioners believe that a more robust IRS DRT, along with the potential of collecting data
electronically from other federal databases, would allow for an application process that is
tailored to student and family financial conditions and would reduce the need for schools to
constantly verify data submitted by students. The current application process has mechanisms
in place that can cause a student to be selected for verification after they have already received
aid for the year or after they have completed attendance for the year. If a student does not or
cannot comply with late institutional requests for information, they are at risk of losing aid
already received or losing future aid eligibility due to owing funds back to the federal
government. This system does not promote student persistence and program completion.

Another example of a barrier to college enroliment during the application process is the
requirement for students to be registered for selective service. This requirement has been
around for a long time. At Houston Community College, we have a number of students who fail
the selective service data base match and are required to obtain a letter from selective service
and submit the lefter to us along with documentation and explanation as to why they did not
register with selective service when required. The aid administrator, in turn, has to make a
determination, or professional judgment, as to whether the student should qualify for aid. In my
opinion, it should never be our intention to deny our citizens the ability to improve their quality of
life. However, some institutions, or even administrators within the same college, will deny the
student aid eligibility while others will approve the student and process federal aid. This
particular requirement causes confusion and frustration for students, creates barriers, and
causes inequities among institutions and students. The purpose of the selective service
eligibility requirement, along with other burdensome requirements for students (e.g. drug sale
and possession), should be closely examined.

#2: Consumer Information

The upcoming reauthorization provides a much-needed opportunity to focus on streamlining the
consumer information that students and families receive. The massive amounts of consumer
information that schools are required to provide leaves students feeling overwhelmed and
unable to parse out the most important pieces. This deluge of information is a result of
additional requirements being added with no apparent review of existing disclosures or eye
toward streamlining.

There are over 65 consumer information topics that appear in over 140 different regulations.
Schools must deliver this information to both prospective and current students, either on paper
or electronically, during the application and enroliment process. These disclosures are provided
at a time when students are completing the variety of steps required to accomplish enrolling at
the institution, obtaining financial assistance through numerous different funding sources,
selecting classes, securing housing, getting books and supplies, and--of course--preparing for
academic coursework, among much more. Each individual process comes with a plethora of
information and disclosures. Accessing higher education for many students and families is an
overwhelming and frustrating experience.
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At Houston Community College, over 31% of our credit students are first generation. These
families have no experience with attending college, and the students truly do not understand the
incredible amount of information being provided by the schools. Students and families struggle
trying to decipher the difference between messaging that requires action versus messages for
information purposes only.

| believe it would benefit students and families if Congress could conduct a thorough review of
all existing consumer information requirements {o identify those that could be streamlined, are
duplicated, or are no longer applicable. The past five years have seen a slew of new consumer
information requirements such as the College Scorecard, the financial aid Shopping Sheet,
College Cost Comparison Worksheet, Gainful Employment, and many more. All of which were
designed to help students and families and, to my knowledge, none of which were ever tested
beforehand by that population. Yet, from a school's standpoint, | can’t say that I've seen a
significant increase in student awareness from these new requirements, even though schools
have gone through significant efforts to remain in compliance with the regulations. What we
have experienced is greater confusion and frustration from students and families.

Administrators throughout the Houston Community College System spend many hours tracking,
collecting, reporting and disclosing information. The various reporting and disclosure
requirements have different deadlines, disclosure methods, sources from which the information
is obtained, and disclosure recipients. In early March, for example, Houston Community College
sent out 306,000 communications to faculty, staff and students for one of the consumer
information disclosure requirements. A week later, 25,000 of the emails were opened (8%) and
only 516 people (less than .5%) actually clicked on the report itself. The offices or administrators
responsible for complying with the consumer information requirements are often unclear, and
schools spend hours of staff time trying to develop mechanisms to comply. Many hours are
spent by information technology and institutional research staff to generate timely and accurate
information. | feel this time would be better spent working on initiatives for student success and
program completion.

The Gainful Employment (GE) requirements, for example, have created an incredible burden on
schools and may jeopardize workforce programs that schools have worked closely with
business and industry to develop. Schools are being required to label programs based on data
that may not accurately reflect the quality or purpose of the program in terms of meeting the
career goals of a student. Targeting programs that are designed to provide students with
specific workforce skills is a mistake, in my opinion. Many low income students need financial
aid funding for these workforce programs to secure good paying jobs. The current GE reporting
and disclosure requirements do not take into consideration the enroliment and attendance
behavior of our students, many who continue on for an associate’s degree after completing the
certificate program.
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#3: The Federal Student Aid Programs

The most important document for a student aid applicant is their award notification. This
document informs the student aid applicant of the types and amounts of aid for which they may
qualify, | use “may” because each program has different eligibility requirements and, based on
student behavior and enroliment choices, the student may or may not receive those funds.
There are a number of different grant, loan, and work programs that a student may see on an
award notification and each has its own criteria and requirements. Some of the programs
require additional action to be taken or paperwork that must be completed before the funding is
made available to the student. All of this is confusing to the student and tends to change from
one year to the next making it nearly impossible for a family to plan for the student’s entire
college educational costs.

Last year, | served on a National Association for Student Aid Administrators task force called
“one grant, one loan.” This concept could be a step in the right direction in terms of simplifying
the types of aid available to a student as long as it is done in a meaningful way and
policymakers recognize that a student's financial aid award letter may never be as simple as
one grant, one foan, and one work program. Existing state, local, and institutional grant and loan
programs will continue to appear on a student’s award letter. At Houston Community College, a
student could receive, along with their federal awards, a Texas Public Education Grant (TPEG),
a Texas Education Opportunity Grant (TEOG), a Texas Work-Study award, and muitiple
institutional scholarships.

As Congress begins to examine the various programs, such as the campus-based aid
programs, the flexibility those programs offer when allocating funds to students based on unique
campus needs should be considered. In addition to flexibility, campus-based programs
represent a shared partnership in which the federal government, schools, and students all have
“skin-in-the-game.” For example, Houston Community College has a team of financial coaches
located in the financial aid office that work with students individually, and in groups, on personal
budgeting, understanding debt and credit scores, accessing community resources, sound
spending, the importance of saving, and more. The campus-based programs (SEOG Grant and
Federal Work-study) along with institutional and community programs, provide the financial
coaches with resources to assist individual students so they can persist and complete their
academic program. In my opinion, maintaining the strongest elements of the current programs is
important.

At Houston Community College, over 1,300 students receive an average annual FSEOG award
of $800. Many of these students would not be able to attend without that vital funding or who
would incur greater loan debt to obtain their college degree. I'm confident that even in a one
grant, one loan, one campus-based model, provisions could be implemented that would retain
local flexibility and institutional “skin-in-the-game.”

Traditionally, work-study has had a great deat of bipartisan goodwill, and as a practitioner, |
cannot stress enough the importance of this valuable program in which the federal government,
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schools, and students all have “skin-in-the-game.” In a Student Loan Report: released fall of
2018, Texas was ranked as the fourth highest state in terms of federal work-study spending.
Houston Community College was ranked fifth in Texas for employing over 700 students who
earned over 4 million doflars. Houston Community College employs hundreds of students into
work-study jobs who gain valuable job skills and have greater success with persistence and
program completion.

The Pelt Grant Program is probably the most important aid program for our students at Houston
Community College. 75% of our students on aid receive a Pell Grant and 67% receive a full Pell
Grant. Preserving the Pell Grant program is of great importance to a large number of students
who attend community colleges. The idea of creating greater flexibility in the Pell Grant program
is strongly supported by the financial aid community. The loss of year-round Peli Grants a few
years back had a negative impact on our full-time students and increased time o completion as
some students were no longer able to attend our summer session. The original year-round Pell
Grant requirements were cumbersome to administer and took us schools time to organize and
administer. However, just as we were beginning to figure it out and make it work, it was
eliminated. Offering Pell Grant funding year round allows students to stay enrolled continuously,
get out of school faster than they normally would, and reduce their costs and debt burdens.

One idea | have heard mentioned is to provide students with a total amount of Pell Grant dollars
available to them via a "Pell Well” of funds that a student could draw down over the course of
their enroliment. This would work well at Houston Community College because our students
exhibit non-traditional and unusual enroliment patterns. Having a more flexible structure with the
Pell Grant would be a benefit to students attending school with a more non-traditional format.

Simplification of the loan programs is greatly needed. Obtaining student loan funding for
students is the most stressful and complicated process of all the available programs. The
concept of subsidized and unsubsidized toans is not understood by our students and families,
many of which have never borrowed a loan. When they accept the two loans, they have no idea
that one is going to cost them while they attend college and the other will be interest free.
Students also do not understand why the amount they are offered is not the amount they
receive due to the origination fees. Eliminating confusing origination fees would have a positive
impact on students and speed up the processing of loans for schools.

Related to loans, schools need greater authority to help borrowers stay within reasonable levels
of debt. | have seen students enrolled in programs that result in lower paying jobs, such as
teaching, borrow in excess of $100,000 simply because they “could” and not necessarily
because they needed the funds to pay for their education. However, on the flip side, | have seen
students who are enrolled in high cost programs, such as law or medicine, rely heavily on
additional loan programs such as the Parent PLUS or Graduate PLUS. Students would benefit
long-term from schools having the ability to use a holistic view when determining how much loan
debt is reasonable to complete an educational program.

1 “Federal Work-Study Program: A National and State Analysis,” Student Loan Report.
https://studentloans netifederal-work-study-national-state-analysis/
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The complexity of the current student loan programs makes it difficult for students to understand
eligibility requirements and available loan amounts. Reauthorization is a perfect time to examine
annual and aggregate limits based on grade level, dependency status, program of study, and
attendance in final semester/term of a program and determining the need to retain such
requirements. Loan origination fees, in its current structure, and the Subsidized Usage Loan
Limits (SULA) requirements cause schools the greatest delay in the delivery of loan funds to
students. Simplifying and standardizing eligibility requirements and determining the need to
retain "SULA” requirements and origination fees could result in significant benefits to students
and improve the communication and delivery of loan funding to students.

#4: Student Loan Repayment

Reauthorization provides an opportunity to make the repayment process more understandable
and easier for students. According to the Congressional Research Service (CRS), there are
over 50 loan forgiveness and loan repayment programs currently authorized, with at least 30
operational as of October 1, 2015.2 Of these, there are nine widely available repayment plans.
Understandably, this creates a great deal of perplexity for borrowers and those who counsel
them.

Similar to the growth in consumer information, repayment plans have increased without the
reduction or streamlining of those that already exist. While well-intentioned, the introduction of
new plans and associated new eligibility criteria has turned the repayment process info a
tangled web. Simplifying the repayment programs into just one or two plans and providing
schools with the flexibility to increase student loan counseling and education efforts will help
prevent students from going into default on their student loans. Having only one income-driven
repayment plan and one standard plan would be beneficial to students and schools.

At Houston Community College, over 18,000 students borrow from the federal student loan
programs each year; however, we are unable to require students to attend and complete annual
loan counseling, making it difficult to educate and communicate student loan responsibilities,
requirements, and repayment options. Financial aid offices would appreciate the authority to
mandate additional loan counseling based on the needs of the institution and student borrowers.

Many of our students benefit from income-driven repayment options but are unable to navigate
through the many programs to determine their best option. Houston Community College has
been challenged with an 18% - 22% default rate over the past 5 years. We contracted with a
third-party agency a year ago to increase outreach to students and assist them in determining
the best option for repayment. The goal is to eliminate the sticker shock students experience
when they finish school and get their first 10-year monthly loan amount. Our draft FY 2014
cohort default rate, which was released a couple of weeks ago, came in at 11.7%.

2 “Federal Student Loan Forgiveness and Repayment Programs,” Congressional Research Service.
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Houston Community College also signed onto the White House Student Debt Challenge last
year and committed our team of financial coaches to perform workshops and outreach activities
o educate faculty, staff, students, and community organizations about the benefits of income-
driven repayment options and public service loan forgiveness (PSLF). We know that the added
outreach and innovative initiatives provided to assist borrowers with their many options have
had an impact on our student borrowers, which is demonstrated through a significant decrease
in our cohort default rate.

Conclusion

| have seen the complexity of the student application process and the administration of federal
financial aid programs increase greatly over the past 25 years. Although the Free Application for
Federal Student Aid itself has been streamlined and improved incredibly from when | first
applied for financial aid in 1986, the entire process from application to repayment has become
an intricate puzzle that only a seasoned professional, like myself, can navigate and understand.

There are numerous opportunities for improvement, simplification, and consolidation. It is my
hope that today's testimony will help you to understand the challenges our students are faced
as they attempt to work through the process. Done in a deliberate, careful way, moving toward
simplification and streamlining of the entire system will have a positive impact on students,
families, financial aid administrators, educators, and the community.

We all know that there are still a very large number of students, young and old, that can benefit
from a higher education but may not pursue the opportunities due to fear and frustration. This
reauthorization of the higher education act provides us all with an opportunity to eliminate those
fears and frustrations and improve a very complex system.

Thank you for your time and attention.

10
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Chairman GUTHRIE. Thank you. I now recognize Ms. Conklin for
5 minutes for your opening statement.

TESTIMONY OF KRISTIN CONKLIN, FOUNDING PARTNER, HCM
STRATEGISTS, WASHINGTON, D.C.

Ms. CONKLIN. Thank you, Chairman Guthrie, Ranking Member
Davis, and members of the subcommittee for this opportunity.

My name is Kristin Conklin, and I am the first. I'm the first in
my family to earn a college degree, the first to create jobs and start
a business. I was able to graduate college in 4 years with a Pell
grant and State financial aid without any debt.

That might not be possible for today’s students. For several
years, I have been part of a chorus of experts who have called for
radical simplification of the Federal financial aid program. Three
key reforms could improve its effectiveness and efficiency.

First, streamline all Federal financial aid programs into one
grant program, and all loan programs into one loan program. With
one grant, we can consolidate the campus-based programs into a
Pell grant that would be easier to obtain and better target with
common sense needs analysis changes.

With one loan program, we’d create one set of annual and aggre-
gate loan limits for undergraduates and one set for graduates. We
would offer uniform borrower benefits in one income-based repay-
ment program. Loan eligibility would end at new sensible credit
hour limits, such as 150 percent of program length.

With one grant, one loan, today’s students can easily find how
much aid they would be eligible for with a simple look-up table.
Just as easily, students could get instant notification on their
phones what their Federal awards would be, and what monthly re-
payment would look like.

Advocates and academics have been calling for this kind of trans-
parency and early notification for a decade.

Second, remove the barriers to on-time completion that are built
into a Federal loan program. The single most effective way to make
college more affordable is to reduce the amount of time it takes to
earn the credential, but here, the Federal Government is setting a
too low standard backed by its $158 billion investment, and 47
States follow, which means the simple message we send students
today is you all are on track to graduate in 5 years for a bachelor’s
degree.

Why is this? Policy is capping our awards at 12 credit hours,
which is even more, even for students who like to take more. The
maximum amount of the grants and loan should be pegged to stu-
dents taking 15 credit hours a term or 30 credit hours a year. Stu-
dents should also have access to grant aid throughout the summer.

Third, I think it’s important to include tax credits in your finan-
cial aid eligibility. Now, this is well beyond the jurisdiction of this
committee. When this Congress considers tax reform, I encourage
you to consolidate the multiple household based postsecondary ben-
efits into a single refundable lifelong learning tax credit.

These three simple recommendations are more than just student-
centered, they are evidence-based. Research says that student aid
works best when it’s targeted, appropriately timed, and clearly
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communicated, coordinated with other resources, and designed to
provide both incentives and support.

Congress can look to States to see how simplification can make
a difference for today’s students. Indiana, for instance, offers larger
need-based grants to students who take 30 credit hours a year or
more, and requires its 21st Century Scholars’ students to take a
true full-time course load to receive their maximum grants.

We have early encouraging results out of Indiana. Students re-
ceiving this financial aid are taking 30-plus credit hours their soph-
omore year at higher rates than their peers, and improvements are
particularly stronger for the 2-year sector.

Minnesota consolidates its Federal and State aid, and it gives
large awards to students who take true full-time course loads. As
a result, students in Minnesota, two-thirds of them, of the full-time
students, are now on track to graduate in 4 years with a bachelor’s
degree or 2 years for an associate’s degree.

In California, Pell grants act as a simple, generous Cal grant.
This contributes to the University of California’s campuses enroll-
ing a larger percentage of Pell grant students than any other flag-
ship in the country.

The Nation’s Federal financial aid system was built for another
era. In 1965, when the first significant Federal financial aid pro-
gram began, 23 percent of Americans had a college degree, and
that attainment level was sufficient for a vibrant middle class.
That economy and those times are no more.

By 2020, 65 percent of our jobs will require some form of postsec-
ondary education beyond high school. A simplified Federal financial
aid system is part of the solution for our Nation. That means many
more skilled graduates, a stronger middle class, and more opportu-
nities.

Thank you, and I welcome your questions.

[The statement of Ms. Conklin follows:]
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Kristin D. Conklin
Founding Partner, HCM Strategists

Chairman Guthrie, Rep. Davis and Members of the Subcommittee, thank you for the
opportunity to appear before you today. As we consider the question of how to
improve federal student aid to better meet the needs of students, my testimony
provides information about:

+  The need to serve more students, better, in the federal financial aid system;

* Recommendations for simplifying further the needs analysis, application and
renewal processes for federal student aid;

* Recommendations for consolidating the multiple federal grant and loan
programs into a single one-grant, one-loan system, with on-time completion
incentives and options for projected savings; and

+ Public opinion research for these simplification proposals.

My testimony today benefits from the collective work of experts and colleagues who
met between July 2012 and February 2013." Supported by a grant from the Bill &
Melinda Gates Foundation, HCM led an expert technical panel focused on offering a
cohesive set of options that could put student outcomes at the center of the federal
student aid programs, while putting critical aid programs on a more sustainable fiscal
path.”

The Need to Serve More Students, Better, in the Federal Student Aid
Program

The nation’s financial aid system was built for a different age, when access and
choice were sufficient programmatic objectives. In 1965, when the first significant
federal financial aid program began, 23 percent of Americans had a college degree,
That attainment level was sufficient to support a vibrant middle class. That economy
and those times are no more. Today, the economy places a premium on
postsecondary credentials and the skills those degrees represent. By 2020, 65
percent of all jobs will require some type of postsecondary education.™
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Unfortunately, nearly half of all students start coliege but fail to earn any credential
within six years; the outcomes are much worse for African Americans and
Hispanics'",

Dropout rates of this magnitude were considered a crisis 15 years ago when the
nation looked at the rate of high school completion. One reason so many students
fail to complete is that our public policies and financing are built on assumptions that
no longer hold true. Today’s students are older, they juggle work and family while
attending school part time, and 47 percent support themselves financially, with 42
percent living in poverty.”

A simplified federal financial aid system needs to be seen as part of the solution for a
nation that needs many more skilled graduates, a stronger middle class and more
opportunity. Each year, the federal government’s investment in student financial aid
supports nearly $184.1 billion in grant, loan and work-study assistance to more than
20 million students and their families.” Investments in student aid are more than
double the spending for any other federal educational program, including Title I of
the Elementary and Secondary Education Act (ESEA) and the Individuals with
Disabilities in Education Act programs for K-12 schools."" Yet for all of the money it
invests, the U.S. government has rarely, if ever, conceived of financial aid as a
potential tool to encourage student success in college. It provides money to (mostiy)
needy students and hopes for the best.

In size and scope, student financial aid is more important than ever. Nearly 33
percent of all undergraduates receive a Pell Grant. Nine years ago—before significant
increases in the Pell program—revenues from Pell Grants paid almost 20 cents on
every $1 received by a college or university in this country. Reliance on Pell funds
ranged from 37.7 percent at two-year public colleges to 63 percent at four-year, for-
profit private colleges.”"

Since 1965, federal policymakers have layered new grant, tax, loan and repayment
programs on top of each subsequent reauthorization, budget reconciliation and even
emergency spending bill, without stepping back to assess how the pieces work
together to accomplish the outcomes currently needed from the programs.
Application processes are complex and difficult to understand, particularly for the
families who stand to gain the most. Policy discussions traditionally have centered on
what it would take to attract and keep private lenders in the program. Student
subsidies have been more a matter for program budget development. Even today,
loan program subsidies are poorly targeted and cost taxpayers more than necessary
to help students manage their repayment obligations and maintain a reasonable debt
burden, Eligibility rules don't encourage students to attend full time and finish
promptly, and in fact may do the opposite. Participating institutions are held to low
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eligibility standards and only rarely lose access to federal aid,® That continued access
provides little incentive to contain tuition prices; meanwhile, existing statutes and
regulations tend to stunt new approaches and bar program participation by
innovative postsecondary education providers.

Recommendations for Simplifying Further the Application and Renewal
Processes for Federal Student Aid

The need analysis and application process would be significantly simplified through a
three-tiered FAFSA (Free Application for Federal Student Aid) filing system,
Applicants in this means-tested program could verify their participation across
agencies and access maximum benefits. For most applicants, data sharing with the
Internal Revenue Service would pre-fill their application by allowing use of their tax
information from two prior years. Students and families with more complex financial
situations would submit additional IRS schedules, allowing for aid to be better
targeted. A simple app based on income and family size would let students plan early
and choose wisely. The need analysis would be based mainly on adjusted gross
income {AGI) and family size. It would no longer provide additional aid for families
with multiple members enrolled at one point. Together, those changes would
encourage more low-income students to file a simplified FAFSA, while targeting
federal aid dollars to the neediest students, as reflected in Brookings and the Urban
Institute estimates.

Rather than producing a specific value for each applicant’s expected contribution,
which would establish the grant amount for that student for the academic year, the
simplified formula would produce the actual grant amount for that student were she
enrolled full time for a full academic year. That contrasts with current practice in
which the applicant is not immediately notified of the grant amount for which she is
eligible, only that she is eligible for a grant based on the level of her expected family
contribution (EFC).

The simplified formula would build on the partnership between the IRS and FSA that
allows many FAFSA applicants to retrieve individual tax return income and other
financial information directly from the IRS as part of the federal aid application
process.

Consolidating the Multiple Federal Grant and Loan Programs into One Grant,
One Loan

One Grant Program

The redesigned grant program would merge all existing federal postsecondary grant
programs into the Pell Grant program. The Pell program would continue to be
focused on the lowest-income students and maintain current initial eligibility
standards. Pell Grants could then serve more of today's students, provide them
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assistance year-round and offer flexibility in disbursement and other rules so
students juggling work and children could access flexible, accelerated learning
options and earn credentials.

The one grant program should remove the barriers to on-time completion. Federal
law defines full-time enroliment for financial aid as 12 credit hours, which is less than
what is generally needed to complete a credential on time. Financial aid recipients
must demonstrate “satisfactory academic progress” (SAP) toward degree/program
completion beyond the initial year of aid receipt, but the federal government does
not mandate specific standards.

With respect to determining a student’s enrollment intensity, regulations governing
Title IV defer to institutional policy, but with one overarching standard: A student
must be enrolled for a minimum of 12 credit hours (or equivalent) to be eligible for a
financial aid award available to full-time students. Assuming a 120-credit standard
for a bachelor’s degree, federal policy does not provide an incentive for students to
complete a bachelor’s program within four years. At 12 credit hours per semester, it
would take a student five years, assuming all classes were passed. While the federal
standard is derived from the statutory definition of an academic year, it nonetheless
provides no incentive for students to complete their program of study promptly—or
for colleges to minimize credit creep in programs, offer core courses when needed or
put structured degree pathways in place.

All but three states—Ilinois, Minnesota and Washington—similarly cap their
foundational need-based state financial aid awards at 12 credit hours, Schools
establish their own SAP standards within rather broad federal guidelines.

Promoting more intensive enrollment can improve not only time to degree but also
the odds of completion. To encourage on-time progression and completion, the
redesigned Pell Grant program should be based on the intensity of students’
enrollment, with the maximum grant to first-time students set on the basis of at
least 15 credits in each of the first two terms. Afterward, the student could receive
the maximum by enrolling in at least 15 credits per term, or by having earned
sufficient credit to demonstrate a clear path to on-time completion. For example, a
student who earned 33 credits in her first year could be awarded a maximum grant if
she enrolled in only 12 semester hours in one term her second year, as long as she
earned at least 27 credits in that second year. Students could use summer and other
nonstandard terms to increase credits and move toward graduation.

Indiana has added completion expectations in the form of incentives to its primary
need-based aid grant programs, the Frank O’Bannon Grant program and the 21
Century Scholars program. The Frank O’'Bannon Grant program allows students to
earn additional financial aid for completing 30 credits each year in college,
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maintaining a cumulative GPA of at least 3.0, earning an associate degree before
enrolling in a bachelor degree program, or completing at least 39 or the equivalent
credit hours by the end of the first year and 78 or the equivaient credit hours by the
end of the second year in college. Recipients of Indiana’s 21% Century Scholars are
required to maintain this true full-time course load in order to maintain the
maximum grant.

The first cohort subject to the reforms has produced same initial encouraging results,
including:

= Students receiving state financial aid are taking 30+ credits their sophomore
vear at higher rates compared with their peers not subject to reforms in both
four-year and two-year institutions;

« At four-year institutions, roughly three-quarters of the 21% Century Scholars
and two-thirds of Frank Q’Bannon recipients met the 30-credit mark;

* At two-year institutions, nearly half the 21% Century Scholars and one-
quarter of Frank O’'Bannon recipients met the 30-credit mark; and

«  Students at both four-year and two-year campuses demonstrated significant
gains in meeting the 30-credit-benchmark, but improvement was greater in
the two-year sector.”

The federal government can adopt incentives in the single grant program that are
similar to Indiana’s. In 20132, the Brookings Institution and Urban Institute
projected for HCM the 10-year savings from the changes, collectively, to a single
grant program. These savings, estimated between $86 billion and $120 billion,
assuming current grant maximums, Those savings could be reinvested by
offering a larger financial incentive for increased course-taking. For example,
the cost of expanding the maximum grant amount to $7,000, coupled with the
other single-grant recommendations contained herein, can be done on a
revenue-neutral basis.

These figures illustrate what grant amounts would look like at different intensity
levels for different grant amounts using our current application system:

With Increased Grant Amounts: $7,000 Maximum and $700
Minimum”®
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One Loan Program

The redesigned federal student loan program would collapse the numerous benefits,
rules and restrictions under the current program into a single “foundational” foan
program. The one loan program would end the 10 different annual and aggregate
borrowing limits in the current program and end the various distinctions among the
subsidized Stafford, unsubsidized Stafford and Grad PLUS loans, and it would end the
Grad PLUS, Parent PLUS and Perkins Loan programs. The single program would set
new borrowing limits: one for undergraduate students and one for graduate
students. All borrowers would have to fepay under a hybrid version of the two
existing income-based repayment (IBR) programs. This one-loan system would
eliminate much borrower confusion, thus helping students focus on managing college
costs, repaying with interest based on actual income, and considering examples of
average incomes for their careers when making appropriate borrowing choices.
Collectively, a single loan program as proposed here would save nearly $38 billion
aver 10 years.

More Details from HOM Strategists’ technical panel of experts: A Reformed, Default
Income-Based Repayment Program

Income-based repayment could mitigate interest rate risk for both borrowers and
taxpayers. A borrower’s monthly payment would not be based on any particular
interest rate or outstanding principal balance on the loan; it would be based solely on
his or her income. The interest rate would serve only to determine the speed at
which the loan balance was reduced or retired given a certain level of income. Lower
incomes would have the same effect as higher interest rates: the reduction in
outstanding principal decelerates. Borrowers may pay a bit longer, but they would
never pay longer than 20 years (25 years for high-debt borrowers), thus dampening
interest rate risk, particularly for struggling borrowers, On the other hand, borrowers
with higher incomes would pay back their foans faster under the new income-based
plan than they do currently, which would mitigate the risk to taxpayers that the
repayment program is overly generous. In essence, the program would be much
more seif-correcting than the current income-based repayment program, for both
borrowers and taxpayers.

The new program would not include any apecial status features such as in-school
interest subsidies, or routine deferment and forbearance options, but it would stili
allow borrowers to forgo monthly payments while enrolled at least half-time. The
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existing suite of benefits is complicated for borrowers to understand, and it requires
considerable time and effort for loan servicers and institutions to administer and
track. Instead, borrowers would be charged interest while in school. The loss of the
deferment and forbearance benefits would be offset by other new benefits. (Income-
based repayment allows borrowers to exempt 150 percent of the federal poverty
guidelines from their income, thereby providing a form of indefinite deferment or
forbearance for borrowers with no or low incomes.) The Congressional Budget Office
estimates that provision would save more than $40 billion over the 10-year budget
window .

A borrower’s monthly payment would generally be calculated the same way as the
current income-based repayment program in the federal loan system, with several
modifications. Under the current plan, a borrower pays 10 percent of his adjusted
gross income toward his foan annually (divided by 12 months) after deducting from
his income 150 percent of the federal poverty level based on household size. In other
words, discretionary income is defined as income in excess of the poverty level-
based calculation, and the borrower pays 10 percent of that amount, Today, that
deduction for an individual is about $16,500. However, the borrower’s monthly
payments are also subject to a maximum; they cannot exceed the amount the
borrower would pay under a straight-line 10-year amortization plan (the “standard
repayment plan”), based on the borrower’s loan balance at the time he entered
repayment in the IBR plan. That cap makes the current program regressive and
allocates benefits to borrowers with higher income in later years. The new IBR
suggested here ends the cap and the regressivity it currently creates.

The new income-based repayment program would continue the income deduction
based on federal poverty guidelines and maintain the repayment rate at 10 percent
of discretionary income, but only for borrowers with incomes below 300 percent of
the poverty level appropriate to family size. Borrowers earning more would pay at a
rate of 15 percent of discretionary income. That is similar to the structure of the
federal income tax: A portion of the taxpayer’'s income is exempt from taxation—i.e.,
a standard deduction—and income above that amount is taxed at progressively
higher rates. However, in the case of the new IBR plan, there would be just two
rates, and borrowers would be subject to one or the other, minus the exemption.*

Borrowers could always opt to pay more per month if they chose. Unpaid interest
that was due would accrue, but it would be added to the principal (negative
amortization) only after a borrower’s debt-to-income ratio fell below a certain point,
just like the existing program.

Borrowers who are married, but file separate federal income tax returns, would have
to include combined income in the IBR calculation—though the poverty-level
deduction would be adjusted to account for household size per the federal guidelines.
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In cases where both spouses were repaying student loans, each could base his or her
payment on half of the combined household income.

More Details from HCM's technical panel of experts: New Loan Limits

Under the new approach, the current loan system would be replaced by one loan
type with an annual limit of $8,750 for all undergraduate borrowers and an
aggregate limit of $35,000—i.e., four years of the annual maximum, Graduate and
professional students would be subject to an annual limit of $30,000 and an
aggregate of $90,000, The total maximum undergraduate plus graduate aggregate
limit would therefore be $125,000,

Students would be limited to borrowing for the credit hour equivalent of 150 percent
of program length to reduce the number of unneeded courses taken for program
completion. The limit would prevent credit creep and encourage institutions and
students to focus on clear paths to graduation,

The new loan program would have the same rules regarding maximum award
eligibility as the redesigned grant in terms of enroliment intensity. Fifteen credits per
semester would be considered full time. First-time students would receive the
maximum loan by taking at least 15 credits in both semesters their first year.
Subsequently, students must enroll in 15 or more credits per term, or have enough
credits to be on a path to on-time completion. For students enrolled less than full
time, loans would be issued on a pro-rata basis. As in the current system, students
enrolled less than half-time per term would be ineligible for federal loans. Note that
those limits are higher than under the current program in some cases (Stafford loans
for dependent undergraduates) but lower for others (independent undergraduates,
and graduate students because of the elimination of Grad PLUS loans).

Parent PLUS loans would be eliminated. The higher loan limits for dependent
undergraduates suggested here would restore some of the borrowing authority for
students whose parents would have used the Parent PLUS program. Many parents
are also good candidates for obtaining private credit. For students pursuing high-
valtue (high tuition, strong labor market outcomes) undergraduate and graduate
programs, new private financing options such as income share agreements can be
used, with incentives for financing agreements for low-asset borrowers, including
African Americans, Hispanics and Pell Grant students.

Terminating Parent PLUS would help guard against imprudent borrowing and tuition
inflation, given that it allowed parents to finance the entire cost of an education,
regardless of the tuition.

Graduate students would be eligible for lower limits than the current program
because the Grad PLUS program would be eliminated. The annual and aggregate
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limits, however, still would be higher than under the current Stafford limits for
graduate students. In that regard, the program would end the unlimited borrowing
feature of Grad PLUS but allow larger loans than Stafford.

Public Opinion Research for these Simplification Proposals

HCM Strategists, with Hart Research and the Winston Group, polled Americans in
2012 to understand impressions of the postsecondary education system today, the
appetite for changes to the system, and reactions to potential financial aid reform
approaches aimed at helping address the college completion challenge.

The research was conducted in two phases. First, exploratory qualitative research
was conducted among various audiences, including Pell-eligible students, parents of
Pell-eligible students, voters, Capitol Hill staffers and education policy leaders, That
research then informed the design of quantitative research among engaged voters,
African American parents and Hispanic parents. Key findings support the
recommendations contained herein®':

«  Completion of a credential should be the top priority for improving federal
student aid policies. Engaged voters point to several goals as high priorities
for reforming federal and state student financial aid programs, with increasing
the number of students who earn a degree/credential (64 percent) at the top.
They also put a high priority on making sure that college is affordable, holding
students and colleges accountable, and providing both students and colleges
with incentives to increase completion. African American and Hispanic parents
rank all of these as priorities to some degree. Holding down government
spending is not selected as a high priority for reforming financial aid among
any audience,

« Large amounts of student debt—and debt with no degree—needs to be
addressed. About four in five (79 percent) engaged voters say that
individuals’ amassing large amounts of student loan debt to pay for their
college degrees or credentials happens a lot in the United States today, and it
ranks in the top two or three biggest concerns {55 percent) among engaged
voters. A lesser but still notable 50 percent of voters also say amassing large
amounts of student loan debt without completing a degree or credential
happens a lot, but they are half as likely to cite it as a top concern (25
percent).

Federal financial aid is the foundation for college affordability in America. Decisions
today to simplify the federal financial aid programs and remove the barriers to on-
time completion can pave the way for more states, communities, institutions and
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employers to build upon this federal foundation and expand affordable pathways for
students.

'HCM’s technical panel included Dr. Steven E. Brooks, North Carolina State Education
Assistance Authority; Kevin Carey, New America Foundation; Kristin D. Conklin, HCM
Strategists (chair); Jason Delisle, Federal Education Budget Project, New America
Foundation; Dr. Tom Kane, Harvard University; Andrew Kelly, formerly with
American Enterprise Institute (now the University of North Carolina System); Daniel
Madzelan, retired, U.S. Department of Education, Office of Postsecondary Education
(now with the American Council on Education); and Dr. Kim Rueben, Urban Institute
and Urban-Brookings Tax Policy Center. HCM Strategists, a public policy and
advocacy consulting firm specializing in health and education, led the development of
this paper. HCM team members contributing to this project included Lauren Davies,
Terrell Halaska, Dr. Kim Hunter Reed and Dr. Nate Johnson, Additional independent
data and analyses and draft reviews were provided by the Urban-Brookings Tax
Policy Center, Postsecondary Analytics, Hart Research Associates, the Winston
Group, Dr. Sandy Baum, Dr. Sara Goldrick-Rab, Arthur Hauptman, Robert Kelchen,
Dr. Michael McPherson, Travis Reindl, Kimrey W. Rhinehardt, Celia Simms, Bruce
Vandal and Jane Weliman.

" The technical panel’s charge and recommendations come from the consensus
deliberations of the American Dream 2.0 coalition. Their final report can be found at
http://www.americandream2-9.com.
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grant amounts directly based on AGI, number of people in household and course
intensity.

X Table 4 - This policy is roughly equivalent to the 150 percent credit cap proposed
for the single foan program.

*V Conklin, K. et al. (2015). “Doing Better for More Students: Putting Student
Outcomes at the Center of Federal Financial Aid.” HCM Strategists, LLC (16).
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Chairman GUTHRIE. Thank you for your testimony. Mrs.
Copeland-Morgan, you have the floor, you can get me back on the
Cats versus Bruins that is coming up this weekend. I am just kid-
ding. You are recognized for 5 minutes to testify.

TESTIMONY OF MRS. YOULONDA COPELAND-MORGAN, VICE
PROVOST OF ENROLLMENT MANAGEMENT, UNIVERSITY OF
CALIFORNIA, LOS ANGELES

Mrs. COPELAND-MORGAN. Thank you, Chairman Guthrie, Rank-
ing Member Davis, and members of the subcommittee for inviting
me to appear before you today as you consider ways to strengthen
Federal student aid to better meet the needs of students.

My name is Youlonda Copeland-Morgan. I am the vice provost
for enrollment management at the University of California, Los An-
geles. My professional dedication to college affordability and access
long preceded my time at UCLA, but I'm here today to share some
of the successes we have had at the University of California, and
make our recommendations to improve the Federal student aid sys-
tem.

UCLA is an academically prestigious institution, and has a con-
sistently strong record of admitting, enrolling, and graduating low-
income students. In fact, all of the University of California’s 10
campuses are equally committed to college affordability and access.

UC’s core philosophy is to ensure that all eligible students can
enroll at any of our campuses and to keep UC affordable. We have
succeeded at this, as demonstrated through these facts.

UC enrolls far more Pell grant recipients than any other top re-
search university in the country. In 2013/2014, 40 percent of our
undergraduates were Pell grant recipients compared to 22 percent
at other comparable public universities. Forty-two percent of UC’s
undergraduates are the first in their family to attend college. More
than half of our California undergraduates pay no tuition.

But enrolling low-income students is not enough. We need to see
them graduate. In this respect, UC is also succeeding. UC’s Pell
grant recipients’ 6-year graduation rates are nearly identical to
those of their middle- and upper-income peers.

UC’s success is largely the result of its partnership with the Fed-
eral Government and the State of California, which together pro-
vide a strong network for our California students.

My written statement outlines more details, but in the short time
that I have this morning, I would like to outline some of UC’s rec-
ommendations to the subcommittee.

My simple message is that Congress must increase its invest-
ment in Federal financial aid programs, assure that Federal stu-
dent aid and subsidies are targeted to students with the most fi-
nancial need, and improve the programs so that they are easy for
students and their families to understand and access.

Before I start, I want to note that President Trump’s recently re-
leased budget plans for next year would cut more than $50 billion
from nondefense discretionary appropriations, leading to dev-
astating cuts in all Federal education programs, and essentially
eliminating the opportunity for any significant increases in the
Federal investment in education for a long while.
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Congress must reject these cuts, and UC and staff recommends
strong, sustained, and increased funding for the Pell grant program
to increase the maximum award. Continue annual inflationary ad-
justments for the award, restore year-round Pell grants, and pro-
vide a Pell bonus to students who take increased credits to accel-
erate their time to completion.

Protect and strengthen Federal campus-based aid programs,
which are critical tools for assisting low-income students in pur-
suing postsecondary educational opportunities.

Simplify the student aid programs and FAFSA to increase the
number of very low-income students and families who apply for
and receive financial aid, but assure that Federal aid remains tar-
geted to the most financially needy students.

Updating the Federal Student Loan Program is a high priority
in the reauthorization for UC, and we will support changes that en-
hance student benefits and improve how loans are administered,
dispersed, serviced, and repaid.

UC would strongly oppose reform proposals that eliminate in-
school interest subsidies for undergraduate borrowers, limits bor-
rowers, repayment options, or curtails graduate incentives to en-
gage in public service.

Again, thank you for this opportunity to testify. The University
of California looks forward to working with you to reauthorize the
Higher Education Act to expand and improve the law.

[The statement of Mrs. Copeland-Morgan follows:]
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SUBCOMMITTEE ON HIGHER EDUCATION AND WORKFORCE DEVELOPMENT
COMMITTEE ON EDUCATION AND THE WORKFORCE
U.S, HOUSE OF REPRESENTATIVES
March 21, 2017

IMPROVING FEDERAL STUDENT AID TO BETTER MEET THE NEEDS OF STUDENTS

WRITTEN TESTIMONY
YOULONDA COPELAND-MORGAN
VICE PROVOST, ENROLLMENT MANAGEMENT
UNIVERSITY OF CALIFORNIA, LOS ANGELES

Thank you, Chairman Guthrie, Ranking Member Davis and Members of the Subcommittee for
inviting me to appear before you today as you consider ways to strengthen federal student aid to
better meet the needs of students.

My name is Youlonda Copeland-Morgan. I am the Vice Provost for Enroliment Management at
the University of California, Los Angeles (UCLA). My professional dedication to college
affordability and access long preceded my time at UCLA, but I am here today to share some of
the University of California’s (UC) successes and make recommendations to improve the federal
student aid system.

UCLA is an academically prestigious institution and has a consistently strong record of
admitting, enrolling and graduating low-income students. Last year, The Washington Monthly
ranked UCLA fourth in the nation in promoting social mobility. In fact, all of UC’s ten campuses
are equally committed to college affordability and access. A New York Times study in 2015
called the UC system “California’s social mobility engine.”

UC’s core philosophy is to ensure that all students who are eligible for admission can enroll at
any of our campuses and that a UC education can be affordable. We have succeeded, as
demonstrated through these facts:

s UC enrolls far more Pell Grant recipients than any other top research university in the
country. In 2013-14, 40 percent of our undergraduates were Pell Grant recipients
compared to 22 percent at other comparable public universities.

Forty-two percent of UC’s undergraduates are the first in their families to attend college.

More than half of our California undergraduates pay no tuition.

UC has one of the most generous financial aid programs of any college in the country.

Almost half of our students graduate with no debt — and of those who do, the average

cumulative debt is $20,900, well below the national average of $30,100.

+ Within five years of graduating, those students, on average, make more money than their
family’s total income when they enrolled at UC.
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We recognize that admitting and enrolling low-income students is not enough; we need to see
them graduate, In this respect, UC is also succeeding. UC Pell Grant recipients’ 6-year
graduation rates are nearly identical to those of their middle- and upper-income peers,

UC’s success is largely the result of its partnership with the federal government and the state of
California. In 2015-16, UC undergraduates received:
e $376 million in Federal Pell Grants;
$12 million in the Supplemental Educational Opportunity Grant (SEOG) program;
$22 million in Federal Work-Study;
$25 million in Perkins Loans from our institutional revolving fund;
$841 million from California’s “Cal Grant” program; and
$734 million from the University of California’s own need-based grant program.

. & o o »

This strong network of financial assistance that UC offers covers the cost of tuition for 58
percent of our California resident undergraduates, and helps the lowest income students with
other expenses — including food, housing, books and transportation — that are part of the total
cost of attendance.

At UC, students and parents are part of this partnership as well. Parents are asked to contribute
based on their ability to pay and all students have some skin in the game through a combination
of savings, part-time work and student loans.

In considering the importance of these programs to our students, and in looking toward the
upcoming reauthorization of the Higher Education Act (HEA), UC believes it is critically
important that Congress increase its investment in the federal financial aid programs, assure that
federal student aid and subsidies are targeted to students with the most financial need and
improve the programs so they are easy for students and their families to understand and access.

The following are UC’s policy recommendations to the Subcommittee to consider:
Congress must provide robust and sustained funding for the Pell Grant Program

The Federal Pell Grant program is the foundation of need-based financial aid at colleges and
universities across the nation, and the program has significantly expanded access to college for
students who would not have been able to enroll in postsecondary education. Unfortunately,
however, the purchasing power of the Pell Grant has declined to where the maximum award
covers the lowest share of college costs since 1972, when the program was authorized. The
average Pell Grant, at $3,724, now covers just 19 percent of the annual cost of attendance at an
in-state public university.

More troubling is President Trump’s recently released budget plans for next year, which would
cut more than $50 billion from non-defense discretionary appropriations, leading to devastating
cuts to all federal education programs and essentially eliminating the opportunity for any
significant increases in the federal investment in education for a long while.
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Especially at a time when a growing number of jobs is expected to require some postsecondary
education and training, Congress must reject these cuts and reaffirm its commitment to invest in
higher education. Congress must recognize college success and completion as a public good that
benefits society by preparing students from families across the socio-economic spectrum 1o
compete and succeed in a global economy.

To meet today’s educational challenges, the University of California recommends that Congress
provide strong, sustained and increased funding for the Pell Grant program to:
o Increase to the maximum award;
o Continue the annual inflationary adjustment to the award;
s Restore year-round Pell Grants for eligible students;
e Provide a Pell bonus to students who take increased credits to accelerate their time-to-
completion; and
e Support rewards to institutions that enroll large numbers of low-income students, offer
significant institutional aid and graduate Pell students at the same rate as all their
students.

The Campus-Based Aid programs must be strengthened

Federal campus-based aid — the Federal Perkins Loan, Federal Work-Study and Federal
Supplemental Education Opportunity Grant (SEOG) Program - are critical tools for assisting
students in pursuing postsecondary educational opportunities.

These programs are unique because the federal funds are distributed to institutions, not students.
Institutions provide significant matching funds so these programs offer more bang for the federal
“buck,” and demonstrate institutions’ buy-in. Institutions have the flexibility to target students
with the greatest financial need and they can use some of the funds for graduate students who
have few other federal aid options.

At UC, more than 15,000 undergraduates benefit from SEOG. Our campuses receive nearly $12
million doliars and provide eligible students with an average award of $753.

Nearly 13,000 UC undergraduates receive Federal Work-Study funds, averaging $1,700 per
student, from total campus awards of $22.2 million.

The Perkins Loan Program has not received new federal funds in more than a decade, yet UC
could loan nearly $25 million to financially needy students from its revolving funds. This year is
the last year when schools are authorized to make new Perkins Loans, so when Congress
reauthorizes the HEA, UC will look for ways to support changes to the Perkins Loan program
that would allow institutions in good standing with the Department of Education in the operation
of their Perkins Loan accounts to be authorized to continue to use their revolving funds to make
these important loans to our neediest students.

The campus-based programs provide critical support to very low-income students to help them
enroll in college, persist and graduate. Without this aid, these students would have to borrow
more or work additional hours outside of school, which could affect their academic success. UC
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urges Congress to protect campus-based aid, and support increased funding to expand these
programs.

Federal Student Aid Programs should be expanded and improved

Free Application for Federal Student Aid (FAFSA)

There has long been discussion about the FAFSA and how it can be simplified, and it is worth
noting that several positive changes have been made in recent years to simplify the need-analysis
process for families, such as the automatic-zero expected family contribution (EFC), and
development of the Data Retrieval Tool (DRT), where families who file taxes electronically can
check a box and let the IRS share income and asset information with the Department of
Education. UC supports these improvements, which have simplified the application process and
allowed families to more easily and accurately relay their financial information.

UC sees FAFSA simplification as a desirable way to increase the number of very low-income
students and families who will apply for financial aid, and to help students and families
understand college costs and the aid they may be eligible to receive. However, UC believes that
federal aid should be targeted to the most financially needy families and would have some
concern if assets and savings are no longer considered in federal need analysis.

In California, for example, like in many other states, the family financial information from the
FAFSA is used to award state aid, and UC uses these same data for awarding institutional grants.
Without the information currently provided by the FAFSA, the state and UC would have to
develop new forms to gather this information or require applicants to pay for the College
Scholarship Service Profile that many private colleges use to discern families’ financial need.

Federal Student Loan Programs

Improving the federal student loan programs is a high priority in HEA reauthorization for UC,
particularly because our students and parents rely on the federal educational loan programs —
including subsidized and unsubsidized Direct Loans, Parent PLUS, Grad PLUS and Perkins
Loans — to help cover some of their costs of education. UC’s philosophy is to make sure that the
total amount that students borrow remains manageable given what we know about our graduates’
earnings. A strong federal commitment to the federal loan programs and a sustained investment
in these federal student loans is critical to our ability to maintain the manageability of our
students’ debt.

There is a lot of discussion about “simplifying” the loan programs, which often means reducing
the number of borrowing and repayment options for students or eliminating other critical
benefits. UC strongly opposes this approach. For example, the “one loan™ proposal that has been
offered as a possible option in HEA reauthorization would eliminate the undergraduate in-school
interest subsidy, representing a total estimated loss to student borrowers of $41 billion, as well as
eliminate Grad and Parent PLUS loans. Congress must reject proposals like this and instead
support changes that enhance student benefits and improve how student loans are administered,
disbursed, serviced and repaid.
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In fact, UC strongly supports maintaining the in-school interest subsidy for needy
undergraduates, which for UC students is valued at over $50 million last year alone. Further,
since students and borrowers repay their loans with interest, the federal government should not
generate revenue from them, even if the funds are redirected to other aid.

In legislation to improve the federal student loan programs, UC would like to see:

e Increased outreach and communication to borrowers about all repayment plan options;

e Options for payroll deduction and IRS tax filing for loan collection;

e Restoration of the in-school interest subsidy for graduate student borrowers;

¢ Return of the in-school interest subsidy for undergraduate borrowers during a post-
graduation grace period;

o Increased transparency for borrowers, including more information about how interest
accrues while a borrower is in school;

s The ability to refinance higher interest loans;

s Elimination of origination fees charged to students;

e A standard and uniform Department of Education interface between borrowers and
servicers to assure consistent and excellent customer service; and

o Increased availability of loan forgiveness programs for public service, and efforts to
promote awareness of these programs.

In addition, UC supports a strong, continued commitment to improving income-based repayment
plans. While we recognize that it may sound simple to eliminate multiple repayment options, we
would rather keep the current set of options, despite potential confusion, than offer a single plan

that is financially worse for our student borrowers

UC will also support increased annual loan limits in the Direct Loan programs. Annual loan
limits for undergraduate students have not been increased in more than a decade and the caps set
for freshmen and sophomore students is unrealistically low. Similarly, graduate and professional
borrowing limits under the Direct Loan program should be increased.

Finally, we recommend maintaining the federal loan options for graduate and professional
students, as well as the Parent PLUS loans. These are all critical tools for many of our students
and families as they complete advanced degrees, and helps them avoid potentially costlier private
loans.

Again, thank you for this opportunity to testify. The University of California looks forward to
working with you to reauthorize the Higher Education Act to expand and improve the law.

1 appreciate your interest in hearing our views on how the federal-state-institutional partnership
we now have in American higher education can be strengthened to make quality college
education available to all Americans.

1 have attached for the record two documents: an overview of student aid and outcomes from
UC’s Office of Student Financial Support and UC’s At a Glance fact sheet,
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If you have any questions, or would like additional information about UC’s recommendations,
please contact the UC Washington office at 202-974-6300.
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Chairman GUTHRIE. Thank you for your testimony. The ranking
member just reminded me that she is an alum of UCLA, and her
husband is from Kentucky.

Mrs. COPELAND-MORGAN. She’s not conflicted though.

Chairman GUTHRIE. Dr. Chingos, you are recognized for 5 min-
utes for your testimony.

TESTIMONY OF MATTHEW M. CHINGOS, SENIOR FELLOW,
URBAN INSTITUTE, WASHINGTON, D.C.

Mr. CHINGOS. Thank you, Chairman Guthrie. Thank you, Rank-
ing Member Davis, and members of the committee for the oppor-
tunity to testify today.

I'm an education policy researcher at the Urban Institute, and
the coauthor of “Game of Loans: The Rhetoric and Reality of Stu-
dent Debt.”

The views expressed in this testimony are my own, not those of
any organization with which I'm affiliated, its trustees, or its
funders.

The main point I want to make today is that the student loan
crisis in the news is largely a distraction from the real problems
facing borrowers and taxpayers. The reality is that most under-
graduates borrow less than $40,000, and the average economic re-
turn to a college degree is as high as it has ever been, despite the
rise in tuition. The borrowers most likely to struggle are those who
never complete a degree, many of whom have relatively small
amounts of debt.

Student borrowing has increased dramatically. As a result,
Americans are getting more education, as well as Federal and
State policy changes.

The available evidence suggests the typical borrower today is in
a stronger financial position than she was a generation ago, and
the typical monthly burden of student loan debt is largely un-
changed since the early 1990s. Most households with education
iiebt pay 4 percent or less of their income each month for student
oans.

Yet, all is not well with student lending in the United States. In
fact, there are five crises in student lending. First, we have a com-
pletion crisis. Only 59 percent of students who start at 4-year pub-
lic colleges earn a bachelor’s degree from any institution within 6
years. At community colleges, it’s 39 percent.

Second, we have a default crisis. Millions of borrowers are in de-
fault and tend to be those with the least debt.

Third, we have a repayment crisis. Borrowers could avoid de-
faulting by enrolling in income-driven repayment, but existing pro-
grams are confusing and difficult to navigate.

Fourth, we have an information crisis. Many students do not un-
derstand what they’re getting into. Only a quarter of first-year stu-
dents can accurately report how much they have borrowed.

Finally, policymakers and taxpayers may soon face a cost crisis
in the student lending system, especially because loan forgiveness
programs may have larger costs than projected.

The popular media narrative of a broad-based student loan crisis
is problematic because it leads to the wrong policy solutions by fo-
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cusing on all borrowers, and especially borrowers with the most
debt, rather than on those who most need help.

For example, proposals to reduce interest rates on outstanding
loans, often called “refinancing,” would disproportionately benefit
affluent households. Instead, Congress should consolidate and sim-
plify the Federal student aid programs to make the best use of lim-
ited taxpayer dollars to help students attend and complete college.

First, there should be one Federal grant program. Eligibility
should be determined automatically using tax records. All Federal
subsidies are currently delivered through other programs, such as
the subsidized loan programs, and should instead be delivered as
upfront grants. For example, year-round Pell could be reinstated.

Second, there should be one Federal loan program focused on un-
dergraduate students, not a blank check for parents of graduate
students. The Parent PLUS Program should be eliminated as cred-
itworthy parents can obtain credit in the private sector.

The Grad PLUS Program should be limited or eliminated. Grad-
uate students attending programs with a return that justifies the
cost will be able to obtain funding in the private market.

Third, there should be one income-driven repayment program
which allows borrowers to make loan payments as a percentage of
their income through the tax withholding system. The sole purpose
of the income-driven repayment program should be to insure bor-
rowers against the risk that they’ll be unable to afford their pay-
ments.

Forgiveness should only be provided as a last resort, and the
Public Service Loan Forgiveness Program should be eliminated.

Policymakers seeking to subsidize employment in certain sectors
of the economy should do so directly rather than through loan for-
giveness.

In conclusion, student loan debt is not inherently good or bad. It
enables students to make investments in their futures, but those
investments do not always pay off. The key challenge facing policy-
makers is to reduce bad investments and the harm they cause
while resisting political pressure to further subsidize individuals
who enjoy taxpayer subsidies, but do not need them.

The upcoming reauthorization of the Higher Education Act pro-
vides an important opportunity for Congress to ensure that the
Federal student aid programs do less harm and more good for stu-
dents and taxpayers.

Thank you again for the opportunity to testify today. I look for-
ward to answering any questions.

[The statement of Mr. Chingos follows:]
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Chairman Guthrie, Ranking Member Davis, and members of the committee, thank you for the
opportunity to testify today about our nation’s federal student aid programs. | appreciate the
committee’s interest in these important programs.

| am an education policy researcher at the Urban Institute here in Washington, DC, and the
coauthor of two books on higher education: Game of Loans: The Rhetoric and Reality of Student Debt
and Crossing the Finish Line: Completing College at America’s Public Universities. My publisher has
provided copies of Game of Loans as background information for the committee members. The
views expressed in this testimony are my own, not those of any organization with which | am
affiliated, its trustees, or its funders.

The student loan crisis you have read about in the news is largely a distraction from the real
problems facing student borrowers and taxpayers. The poster child for the crisis narrativeis an
unemployed college graduate, usually with a graduate degree as well, who is struggling tofind a
well-paying job and is living in his parents’ basement. But, in reality, most undergraduates borrow
less than $40,000, and the average economic return to a college degree is as high as it has ever
been, despite the well-documented rise in tuition prices.! The borrowers most fikely to struggle
are those who never complete a degree, many of whom have relatively small amounts of debt.

There is No Broad-Based Student Lending Crisis

Student borrowing has increased dramatically, with total outstanding debt rising from about $300
million in 2003 to more than $1.3 trillion today.? This increase, which continues a trend that began
inthe early 1990s, partly reflects that more Americans are going to college and completing more
degrees. My research with Beth Akers estimates that rising college attendance and degree
attainment explain about 30 percent of the increase in borrowing since 1989.°

Three federal and state policy changes have also contributed to the increase in student debt:

1) Federal loans are available on an essentially unlimited basis (up to total cost of attendance,
including living costs) to graduate students. indeed, graduate students took out 34 percent
of federal student loans in 2013-14, despite making up only 14 percent of US students.*

2} The 1992 reauthorization of the Higher Education Act made federal loans available to all
students, rather than limiting them to students with demonstrated financial need. This
policy change was followed more or less immediately by a rapid acceleration in the amount
borrowed per student.

*Beth Akers and Matthew M. Chingos, Game of Loans: The Rhetoric and Reality of Student Debt (Princeton, NJ:
Princeton University Press, 2016) pp. 68-75.

2 Game of Loans, p. 2: Quarterly Report on Household Debt and Credit (New York: Federal Reserve Bank of New
York, February 2017).

® Game of Loans, p. 44.

* Game of Loans, p. 16.
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3) State governments have decreased their support of public colleges {on a per-student
basis), leading to rising tuition. As a result, students are now paying for part of their
educational expenses that state taxpayers used to cover.®

Despite large increases in student borrowing, the available evidence suggests that the typical
student borrower today is in a stronger financial position than she was a generation ago. Between
1992 and 2013, the average household with education debt saw an increase of $23,000 in debt
and $7,000 in annual wage income. At first glance, that larger increase in debt than in income
appears to indicate that the average household is worse off. But the debt is incurred once, and
income is received every year. So the increase in debt can be paid off with just a few years of the
higher incomes that households with debt now receive.’®

Alarger debt load could squeeze borrowers in the short run if monthly payments are
unaffordable. But this does not appear to have occurred: most US households with education debt
pay 4 percent or less of their income each month toward student loans, a statistic that has
changed little since the early 1990s.”

The Real Student Loan Crises

The fact that the typical borrower is in a reasonably strong financial position does not mean that
all is well with student lending in the United States. In fact, we have five crises in student lending
that are too often overshadowed by the exaggerated media narrative discussed earlier.

First, we have a completion crisis. Only 59 percent of students who start at four-year public
colleges earn a bachelor’s degree from any institution within six years (the corresponding figure
for private, nonprofit colleges is 72 percent). Among students who start at community colleges,
only 39 percent earn any degree from any institution within six years.® Students who complete
degrees receive far more economic return to college attendance than those who do not.”

Second, we have a default crisis, Every year, more than 600,000 borrowers default on their
student loans within three years of starting to repay them.*® This likely hurts their credit and
ability to borrow in the future. But the millions of borrowers in default tend to be those with the

® Game of Loans, pp. 58-59.

¢ Game of Loans, pp. 77-78.

’ Garme of Loans, pp. 79-80.

8 Completing College; A National View of Student Attainment Rates - Fall 2010 Cohort (Herndon, VA: National
Student Clearinghouse, 2016), figure 12.

* Thomas Hungerford and Gary Solon, “Sheepskin Effects in the Returns to Education,” Review of Economics and
Statistics 69 {1987} 175-77.

*® Michael Stratford, “Default Rates Drop,” Inside Higher Ed, October 1, 2015,
httops//www.insidehighered.com/news/2015/10/01/student-loan-defaults-drop-chama-admin-again-tweaks-
rates.
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feast debt, not the most.*! That's because large balances often come with degrees that enable high
incomes. Borrowers who do not graduate, and therefore are less likely to earn more money after
attending college, are more than twice as likely to default on their loans as graduates.*?

Third, we have a repayment crisis. Borrowers could avoid defaulting on their loans by enrolling in
incorme-driven repayment. But too few do, because they do not know about these programs or
find them too hard to understand or navigate. Well-intentioned efforts to expand access to
income-driven repayment have created a panoply of programs: old income-based repayment
(IBR}, new IBR, pay as you earn, and revised pay as you earn, just to name four. 13

Fourth, we have an information crisis that plagues both repayment and borrowing decisions. Most
students don’'t know what they're getting into, or even how much they're borrowing. Ina 2012
federal survey, only a quarter of first-year students could accurately report {within 10 percent)
how much they had borrowed. Twenty-eight percent of students with federal loans said they had
no federal loans, and 14 percent said they had no debt at all.**

Finally, policymakers and taxpayers may soon face a cost crisis in the student loan system. In
particular, loan forgiveness programs may have larger costs than policymakers expected and
budget agencies projected.*® This concern is amplified by a recent Government Accountability
Office report that raises serious concerns about the accuracy of cost estimates made by the US
Department of Education.* It is impossible for Congress to make responsible policy choices
without accurate data from the Department of Education.

Addressing the Real Problems

The prevailing media narrative of a broad-based student loan crisis is problematic because it leads
to the wrong policy solutions by focusing on all borrowers—and especially borrowers with the
most debt—rather than on those who most need the help. For example, proposals to reduce
interest rates on all or most outstanding loans {often called “refinancing”) would substantially
benefit affluent households because the highest-income 20 percent of households hold 44

1 Meta Brown, Andrew Haughwout, Donghoon Lee, Joelle Scally, and Wilbert van der Klaauw, “Looking at
Student Loan Defaults through a Larger Window,” Liberty Street Economics, Federal Reserve Bank of New York,
February 19, 2015,

hitp/Aibertystreeteconomics newyorkfed.org/2015/02/looking at_student loan defaults through a larger win

2 Two-Year Student Loan Default Rates by Repayment Cohort and Degree Completion Status, 1995-96 to
2011-12," Trends in Student Aid, College Board, hitps://trends.collegeboard.org/student-aid/figures-tables/two-
year-student-loan-default-rates-degree-completion-status-over-time.

3 Game of Loans, p. 118.

* Elizabeth J. Akers and Matthew M. Chingos, Are College Students Borrowing Blindly? (Washington, DC:
Brookings institution, 2014).

** Jason Delisle, “The coming Public Service Loan Forgiveness honanza,” Evidence Speaks Reports 2, no. 2
{Washington, DC: Brookings Institution, 2016).

¥ 4Poderal Student Loans: Education Needs to Improve Its income-Driven Repayment Plan Budget Estimates,”
GAQO-17-22 (Washington, DC: US Government Accountability Office, 2016).
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percent of debt. At the same time, a borrower struggling to make a $50 payment will likely also
struggle to make a $44 payment.

Perhaps even more wasteful are efforts to amend the tax code to provide additional preferential
treatment for student loans, as in a recent bipartisan proposal to allow employers to provide tax-
free student Joan assistance. Because of the structure of the tax system and the nature of student
borrowing, this move would provide a regressive handout to the wealthiest borrowers and do
nothing to help those who are struggling to repay their loans.*”

instead, Congress should consolidate and simplify the federal student aid programs and make the
best use of limited taxpayer dollars to help students attend and complete college. The current
programs, which resulted from well-intentioned policy changes over many years, need to be
streamlined and returned to their core missions: grants to needy students and loans that enable
students to invest in their future success.

One Grant, One Loan

First, there should be one federal grant program and one loan program.*® Eligibility should be
determined automatically using tax records, eliminating the need for an application form. For
example, eligibility for Pell grants could be based on students’ average family income between
when they were 10 and 16 years old. This would enable grant dollars to be delivered to families
based on a careful analysis of financial need while communicating eligibility early and clearly.

The single grant program should deliver all federal grant aid to college students. We now have
strong evidence that the federal higher education tax credits are a waste of taxpayer money.**
These tax credits, which total about $23 billion, should be eliminated and the funds used {at least
in part) to expand the $33 billion Pell program. However, doing so is complicated by the fact that
higher education tax credits are outside the jurisdiction of this committee.

The single federal loan program should be a student loan program, not a parent loan program. The
Parent Loan for Undergraduate Students (PLUS) program should be eliminated, as creditworthy
parents can obtain consumer credit in the private sector. Policymakers seeking to expand access
to credit for dependent undergraduate students should increase the loan limits for these students
rather than continuing to make their parents choose between taking on debt they are going to
struggle to repay and telling their children to look elsewhere for college,

¥ Matthew M. Chingos, “Don’t let student borrowers off tax free,” Urban Wire (blog), Urban Institute, March 3,
2017, http//www.urban.org/urban-wire/dont-let-student-borrowers-tax-free.

'8 There are good reasons to divide the Pell program into two components, one aimed at young people leg,
through age 24) and another for older adults who return to school {see Sandy Baum et al., "Rethinking Pell
Grants,” New York: College Board, 2013).

¥ George B. Bulman and Caroline M. Hoxby, "The Returns to the Federal Tax Credits for Higher Education,”
Working Paper 20833 (Cambridge, MA: NBER, 2015).




48

The federal loan program should focus on undergraduate students and rein in excessive federal
borrowing by graduate students. The grad PLUS program should be limited or eliminated.
Graduate students attending programs with a return that justifies the cost will be able to obtain
funding in the private market, while low-return programs will no longer be able to operate at
taxpayer expense. Policymakers seeking to support programs with low economic returns but high
social returns {e.g., social work) should subsidize those programs directly, such as through
targeted grant programs.

All federal higher education subsidies should be delivered through the Pell grant program. This
means that taxpayers should not pay interest on foans while students are in school, as they
currently do on subsidized loans, and instead use those subsidies to provide up-front grants that
directly reduce the prices students pay {e.g., by reinstating year-round Pell). It also means that the
loan program should break even fiscally—and not make profits off students or entail significant
costs for taxpayers.®®

One Automatic Income-Driven Repayment Program

There should be one income-driven repayment program, which allows borrowers to make loan
payments as a percentage of their income through the tax-withholding system. Borrowers could
automatically be placed in this program upon leaving college (unless they choose to pay off their
loans more quickly), thus significantly reducing defaults and limiting the need for loan servicing.”!
Income-driven repayment must tie the percentage of income paid toward loans to the amount
borrowed, so students remain sensitive to the prices charged by institutions and to the amounts
they borrow.”

As with the student loan program, the repayment program should not be used to deliver subsidies
to broad groups of borrowers. Instead, it should be used to insure borrowers against the risk that
they will be unable to repay their loans. Forgiveness should only be provided as a fast resort {e.g.,
after 25-30 years), if at all, and the Public Service Loan Forgiveness {PSLF) program should be
eliminated. Policymakers seeking to subsidize employment in certain sectors should do so directly,
such as through targeted grant programs, rather than through loan forgiveness.

Efiminating PSLF and reducing the generosity of other forgiveness provisions for future borrowers
is not only a matter of ensuring that subsidies are delivered fairly. it is also critical to the fiscal
sustainability of the student loan programs. PSLF, in particular, is likely to be far more costly for

* Breaking even is difficult to accomplish in practice owing to uncertainty about future borrowers’ repayment
behavior. For more on this subject, including the debate over accounting methods, see Matthew M. Chingos, “End
government profits on student loans: Shift risk and lower interest rates” (Washington, DC: Brookings Institution,
2015); and Donald B. Marron, “The $300 Billion Question: How Should We Budget for Federal Lending
Programs?” (Washington, DC: Urban Institute, 2014},

! Susan Dynarski and Daniel Kreisman, “Loans for Educational Opportunity: Making Borrowing Work for Today's
Students” Hamilton Project Working Paper 2013-05 (Washington, DC: Brookings institution, 2013).

* Matthew M. Chingos, “jeb Bush's student loan plan should outlive his campaign,” Evidence Speaks Reports 1,
no. 10 (Washington, DC: Brookings institution, 2016).
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taxpayers than previously anticipated, in part because roughly 25 percent of the workforce is
employed in a PSLF-eligible job.**

Student debt is not inherently good or bad. It enables students to make investments in their
futures, but those investments do not always pay off. The key challenge facing policymakers is to
reduce bad investments and the harm they cause while resisting political pressure to further
subsidize students and parents who enjoy taxpayer subsidies but do not need them.

The upcoming reauthorization of the Higher Education Act provides an important opportunity for
Congress to ensure that the federal student aid programs do less harm and more good for both
students and taxpayers. | hope my testimony will contribute to that important effort. Thank you
for the opportunity to testify today. | look forward to answering any questions.

2 jason Delisle, “The coming Public Service Loan Forgiveness bonanza.”
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Chairman GUTHRIE. Thank you very much. I thank all the wit-
nesses for testifying. Now, we will go to member questions. I will
first recognize the chairman of the full committee, Mrs. Foxx of
North Carolina. Dr. Foxx. I apologize.

Dr. Foxx. It is okay. Thank you very much, Chairman Guthrie,
and I want to thank all of the witnesses. You have given great tes-
timony this morning. We appreciate you being here.

Ms. Soucier, I am aware of Houston Community College partici-
pating in “Aid Like A Paycheck” experiment, where students re-
ceive aid incrementally instead of in a lump sum at the beginning
of the year or semester. Have you seen any results from this exper-
iment or any evidence that such a disbursement method would be
useful for both students and taxpayers?

Ms. SOUCIER. Yes, thank you. We have been participating in Aid
Like A Paycheck for the last 3 years. The data are just starting to
come in, but internally, we have seen improvements in retention of
students, not for the reasons why you might have guessed.

We have a system in place right now called “Return of Title IV,”
so when a student withdraws during a semester, we have to recal-
culate the rate eligibility. And a lot of times they have to return
aid that they already received, causing the students to be left with
a balance due, which means as long as that balance is due, they
can’t come back to school, which is a problem, because many of our
students drop out for personal reasons and life happens, basically.
So, they want to come back, but they can’t until that debt is paid,
and the problem is they don’t have the funds to do so.

So, Aid Like A Paycheck, what it has done is it has spread out
the disbursements over the entire semester, so we give out the dis-
bursements every 2 weeks. So, those students who have had to
withdraw, they now no longer owe money because they haven't re-
ceived the funds yet. So, recalculating their aid is causing them to
basically break even for the most part, and in a lot of cases, we ac-
tually owe them a little bit of money based on the calculation, re-
turn on the Title IV calculation.

So, we have seen that students don’t have that debt when they
want to come back the next semester or a year later. So, it has ben-
efitted students greatly in that aspect.

Dr. Foxx. Thank you very much, great insight. Dr. Chingos,
thank you very much for your book. I am going to read it this
weekend. You advocate eliminating subsidized loans and instead
using the dollars to provide grants that reduce the cost of college
for students.

Ms. Conklin’s testimony also suggested a one loan program that
eliminates the distinction between the subsidized and unsubsidized
loans. Ms. Soucier discusses the confusion in delays.

Can you expand on why you suggested elimination of the under-
graduate subsidized loan, and your thoughts on whether this sub-
sidy is effective in helping the neediest students, or are there other
ways we could better target limited Federal funds? Actual limited,
hard-working taxpayer dollars, which is what we are talking about.

Mr. CHINGOS. Thank you for the question, Dr. Foxx. The idea of
eliminating the in-school interest subsidy on loans isn’t to take re-
sources away from anyone, but it’s to deploy them in the way
where they are most likely to impact behavior.
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So, if we want to help low-income students complete college, I
think it’s better if we're going to give them a subsidy to give it all
as an upfront grant, to reduce the price that they pay for college
on day one, rather than reducing an interest rate that accrues dur-
ing college.

So, I just think it makes the most sense to provide all those dol-
lars as upfront grants rather than burying them in a subsidy that
students may not really understand.

Dr. Foxx. Thank you very much. Ms. Conklin, you bring up an
important point about what constitutes full-time enrollment. As
you point out, 12 hours is now considered full-time by the Federal
Government. It is a message to students because only 55 percent
of them are graduating within 6 years.

I am intrigued by the State results that States have seen when
setting the expectation for on time completion. Would you want to
say a little bit more about what this does about college afford-
ability, and can you explain the relationship between enrollment
intensity and the odds of completion?

Ms. CONKLIN. Dr. Foxx, thanks for that question. I'll probably
run out of time and submit a full answer for the written record.

Simpler tells the truth they need to hear, the best way you are
going to save money, as much as 50 percent on your education, is
to finish on time. When you give these realistic expectations to stu-
dents, as we have seen in Indiana, we not only tell students what
they need to do, we tell colleges.

In Indiana, they've started opening up their summer resident
halls at a discount or for free. We see reduced tuition. We see
changes in guidance. That is why we see the improvements across
the board in both 2-year and 4-year sectors.

Chairman GUTHRIE. I think maybe you will be able to cover that
in further time, but the Chairwoman’s time has expired.

Dr. Foxx. Thank you very much.

Chairman GUTHRIE. I appreciate your answer. We will get to
that, I am sure, as we move forward. I recognize the ranking mem-
ber, Ms. Davis, for 5 minutes of questions.

Mrs. Davis. Thank you, Mr. Chairman. I wanted to direct my
first question to Mrs. Youlonda Copeland-Morgan. The President’s
budget would make significant cuts, as we know, to campus-based
aid programs, and would deprive millions of students of much-
needed aid.

How would the elimination of these programs or a reduction in
funds impact the students on your campus and across California,
and can you be as specific as possible?

Mrs. COPELAND-MORGAN. Yes. Let me just state for the record,
I'm a first-generation college student and benefited from all of
these programs, and as a result of that, the Federal Government
made less investments in my children, which is exactly what we
are trying to do here.

First of all, these programs are critical to not only access, but to
retention of these students. The idea that we would have one loan
and one grant sounds simple enough, but, in fact, life is complex
and being a student is complex.

Our responsibilities as financial aid officers are to ensure that
students have mentors there who can help them fill the gap, and
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that’s what campus-based aid does. Without campus-based aid, the
Federal Perkins Loan Program, Work Study Program, and FSEOG
Program, we would not have the tools that are necessary to target
the most neediest students, and that’s what really allows us not
only to provide access to these students, but to graduate them.

So, we're advocating — and I've, as past chairman of the College
Board, on our national association, and for decades, we’ve been say-
ing especially because of the loss in the Federal Pell grant pro-
gram, the loss of purchasing power there, that we’re advocating
that we retain these programs. They work.

We certainly believe that there are more improvements that can
be made, but the continuous investment in campus-based pro-
grams, increase in maximum Pell grant amounts, and continued
Federal investment in these programs are key given the demo-
graphics of our society today.

Mrs. DAvis. If we were somehow able to keep the amount the
same, and that’s the difficulty with trying to simplify is that we
lose generally whenever we try to consolidate, that seems to hap-
pen, would there be a reduction in the complexity if, in fact, that
could be done at some levels, and why do you think that is not like-
ly to happen?

Mrs. COPELAND-MORGAN. I doubt it because the financial aid pro-
gram—financial aid comes from State sources and institutional
sources, which all have different forms, but right now, the current
FAFSA allows many States to eliminate having their own applica-
tion.

So, eliminating or simplifying, oversimplifying, the FAFSA form
would simply result to where we were decades ago, where every
time a student wanted to apply for State aid or institutional aid,
they had to fill out a separate application because the Federal
Needs Analysis did not meet the needs of the States or institutions
who were interested in making sure that their financial aid is tar-
geted to the most needy students.

I think of this sort as the IRS process. We do not allow all citi-
zens to fill out a 1040A. The IRS process is complicated, overly
complicated, but the idea is that we want to be able distinguish our
low-income students from middle-income students, from those fami-
lies who have the ability to pay.

So, I do believe that going back, oversimplifying the FAFSA
form, will result in a more complex process for our students.

Mrs. DAvis. Thank you. Ms. Soucier, I wonder if you could speak
for a second, I know in your written testimony you spoke about the
fact that many, many students on campus are subject to FAFSA
verification, and you mentioned out of 80,000 aid applicants, 38,000
were selected for verification. And you also indicated that low-in-
come students who may have a harder time providing required doc-
uments are more likely to be forced out through the verification
process because they are not able to complete that.

Could you speak to us a little bit about that, and how do we deal
with that? What happens to those students?

Ms. SOUCIER. Sure. I'd be happy to. In what I call my “backroom
operation,” I have 18 people, and all they do is verification day-in
and day-out. There are a multitude of different types of students
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that attend Houston Community College. We’re a melting pot. Our
city has people from all over, with all different circumstances.

So, we deal with a lot of unusual situations, especially with the
tax law. We deal with a number of students who were unable to
fill out their taxes correctly, and we have to look at that informa-
tion when we’re doing verification.

So, basically what’s happening is the forms themselves are tak-
ing time for students to complete.

Cl(iairman GUTHRIE. Maybe we can get to those as we move for-
ward.

Ms. SOUCIER. Yes, I'd be happy to give you more details on that.

Chairman GUTHRIE. I recognize myself for 5 minutes for ques-
tions. Ms. Soucier, the statistics Dr. Chingos highlighted in his
written testimony were stunning. According to a study by The
Brookings Institute, which Dr. Chingos coauthored, only a quarter
of first year students could accurately report how much they had
borrowed, and 14 percent of the students who had borrowed money
thought they had no debt at all.

This information problem is very concerning to me, and it is why
I introduced the bill I mentioned earlier, that would require im-
proved Federal aid counseling for aid recipients throughout their
education.

Are you noticing trends Dr. Chingos discussed in his testimony
on your campus, and can you discuss the benefits to students
Wl&gre you have been able to counsel them about their financial
aid?

Ms. SOUCIER. Absolutely. As a matter of fact, we have six finan-
cial coaches on staff at our institution. Those coaches work very
closely with students that are willing to come to our counseling ses-
sions and are willing to come to our workshops that talk about debt
and student loan repayment options. However, we can’t require it,
so we are prohibited from requiring them to come before we can de-
liver the funding to them, so it’s difficult to get students to want
to come to these sessions and learn about student aid and student
loan debt.

If we had the ability to require them to even do an online proc-
ess, put together some online videos and watch what it means to
have a student loan and repay those student loans, I think that
would benefit them greatly.

Our students are defaulting on the loans because they don’t un-
derstand it. They don’t understand they even took out a loan. All
they're doing is signing a piece of paper, electronically, online.
They’re accepting a loan. They’re going in and doing a quick and
easy online promissory note, and they’re not reading the fine print,
and they don’t understand what they’re getting into until they
graduate and walk away.

Chairman GUTHRIE. I would like to move to Ms. Conklin. Thank
you for your answer. Ms. Conklin, I noticed that HCM’s proposal
eliminates current deferment and forbearance options, which allow
borrowers to suspend payments during times of economic hardship.

Can you explain how the Technical Panel arrived at the conclu-
sion the elimination was better for borrowers, and can you discuss
the impact such a proposal would have on borrowers struggling to
make their payments?
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Ms. CoNKLIN. Thank you, Mr. Chairman. So, what he’s referring
to is the Technical Panel I led back in 2012, a bipartisan group of
academics and financial aid experts.

What we recommended was the single loan program is an in-
come-based loan repayment program, so basically a family would
have the ability to take up to 300 percent of their family income—
300 percent of their family income would be deducted from their
available income—and then they didn’t have a decision to pay up
to 15 percent of that.

So, being able to adjust your payments based on your income is
the relief that you would need in repayment. Again, you take the
lower of the two payments. So, it’s putting everybody into that de-
fault loan repayment, but itself is the borrower benefit.

Chairman GUTHRIE. Thank you. Now, Dr. Chingos, the topic of
the Bennett hypothesis would suggest that increases in available
Federal student aid corresponds with increased tuition prices, and
often comes up as we discuss the aid programs provided by the
Federal Government.

The last thing we want to do as Federal policymakers is make
higher education more expensive. Can you discuss your thoughts
on the hypothesis and what we should consider as we reauthorize
the Higher Education Act?

Mr. CHINGOS. Right. I think the Bennett hypothesis had a lot of
intuitive appeal, make more money available for something and it
enables institutions or, in the long run, at least makes it easier for
them to raise their prices.

The evidence on it is somewhat mixed. I think Federal policy-
makers ought to be most concerned about situations where the
Federal funding footprint is the largest, so cases like with graduate
loans where graduate students can borrow up to the total cost of
a}i;tendance, no questions asked, I think we should be concerned
there.

I think we ought to be concerned with institutions where Federal
grants and loans make up a very large share of student aid.

Chairman GUTHRIE. Thank you. That concludes my questions. I
will now recognize Ms. Adams. I am sorry. I will recognize Mr.
Espaillat for 5 minutes for questions.

Mr. ESPAILLAT. Thank you, Mr. Chairman. Dr. Chingos, you have
mentioned you advocate for the elimination of loan forgiveness pro-
grams. Loan forgiveness programs have for many years, since at
least 2007 for sure, have been a part and parcel of a mechanism
to bring professional help and public service to distressed areas
across the Nation.

For example, school districts that have shown for many years to
lack academic achievement levels that we could all be proud of
have used forgiveness loans to attract very qualified teachers to
come to those school districts, to try to pull them by their boot-
straps.

Communities that do not have the adequate health care often re-
sort to loan forgiveness programs to bring in doctors and nurses
that will help them become healthy again.

So, this is a very important program, not only for those that will
benefit from the loan forgiveness, but for communities across the
country that are facing dramatic challenges.
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Why adopt this heavy-handed approach to eliminate loan forgive-
ness programs when, in fact, these are essential and basic to many
neighborhoods throughout the country, and particularly those
neighborhoods that are facing great challenges in education, health
care, and other arenas where we could bring the best professionals
that we have available?

In some cases, we have had to go abroad to bring qualified teach-
ers to our school districts. We have had to go abroad to bring med-
ical professionals to our neighborhoods.

Why be punitive and say you are not going to be rewarded for
coming into these very and distressed neighborhoods that require
the public service that you are able to provide?

Mr. CHINGOS. Thank you, Congressman, for the question. My
view is that loan forgiveness is a very blunt instrument for attack-
ing those extremely important problems that you identified. The
problem is that loan forgiveness, particularly the public service
loan forgiveness program, delivers what amounts to taxpayer sub-
sidies in a very arbitrary manner.

So, it’s true that those high needs areas you identified could po-
tentially benefit, but roughly one-quarter of the economy is defined
as public service under the law. So, the amount of benefits someone
gets relates to sometimes an arbitrary distinction between whether
their organization qualifies or not, so doctors in nonprofit hospitals
get it, but not doctors in for profit hospitals, even though they may
be doing similar work. And the amount of benefit you get relates
to not just the importance of the work you’re doing, but how much
you borrowed for school.

So, you could have two people working in the same nonprofit, one
of them worked their way through a public college, didn’t take on
a whole lot of debt, and the other person went and borrowed as
much as they could to get an undergraduate degree and a graduate
degree somewhere, and that second person would get a whole lot
larger subsidy.

So, I think there is just much better targeted ways of helping
people and, as I said in my testimony, subsidizing people in certain
sectors of the economy rather than forgiveness.

Mr. ESPAILLAT. Getting to the minutia of things, sometimes you
could lose the forest for the trees. Let me give you an example. Bi-
lingual teachers, certified bilingual teachers, which are essential to
many neighborhoods, many districts, many States across the coun-
try, where we want to bring recent arrivals, English language
learners up to par with everybody else, are lacking. And as a re-
sult, we have to go to Spain, Chile, all over the planet to get these
certified teachers to come in, these bilingual teachers to come into
our districts.

Why not create an incentive in our higher education system to
have the best that are local here to come to those districts? Health
areas, many districts lack primary care physicians, emergency
room physicians. We have to go abroad to get doctors. By the way,
some of them may not be able to come in through the, because of
the Muslim ban now. But we have to go abroad to get these doc-
tors.
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Why not create an incentive here locally for our U.S. students to
come into these districts and get access to these loan forgiveness
programs? What is wrong with that?

Mr. CHINGOS. My view is those incentives be provided directly by
either tax credits to those people or just ways to increase their sal-
aries and not through loan forgiveness programs that also have to
give away money to a bunch of other people.

Mr. ESPAILLAT. I think tax credit programs are often backdoor
mechanisms that are not always needed by the recipient. Thank
you, Mr. Chairman. I yield my remaining time.

Chairman GUTHRIE. Thank you, appreciate it. I now recognize
Ms. Stefanik for 5 minutes for questions.

Ms. STEFANIK. Thank you, Mr. Chairman, and thank you to the
witnesses for your testimony on this very important issue today.

I also was the first member of my immediate family to graduate
from college, so making higher education more affordable and more
accessible is one of my top priorities.

I have worked closely with schools in my district, in New York’s
21st congressional district, to address the challenges of afford-
ability, and these conversations, particularly with community col-
leges, have laid out what can be accomplished if we modernize the
Federal Pell grant program.

So, my first question is for Ms. Soucier. You and other witnesses
today have mentioned year-round Pell grants as a way to help stu-
dents complete their education more quickly. You also mentioned
the implementation difficulties of the old year-round Pell grant pro-
gram.

Earlier this month, I reintroduced the bipartisan Flexible Pell
Grants for the 21st Century Students Act, which reinstates year-
round Pell grants, but my bill also addresses implementation con-
cerns by specifying that institutions can decide which award year
to assign the payment toward for payment spanning two award
years.

Would this address some of the implementation concerns you
mentioned, and can you expand on how you believe year-round
Pells would benefit students?

Ms. Soucier. Well, I think year-round Pell was a success once
we implemented the complexity of it. It took us a couple of years
to get our systems to understand how to treat students under that
new framework, but once we did it, we started seeing the benefit
of it.

I, personally, did my bachelor’s degree in 2—1/2 years, and I know
how much money that saved me. I didn’t have year-round Pell back
then. I just had the straight Pell and lots of student loans.

I know it is a tremendous saving of time and money to enable
students to go year-round. It’s also a retention tool because keeping
the student engaged over the summer is a big deal. We lose a lot
of students, especially at the university level, during the summer,
as things start to happen in their life. Keeping them engaged dur-
ing the summer is a huge benefit to the student and the school,
and improves completion rates.

So, I do know for a fact year-round Pell benefitted students, and
we were actually unhappy to see it go away when it did.
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Ms. STEFANIK. Thank you for adding in the importance of college
completion, because as we grapple with the student loan crisis,
raising that completion rate is a critical piece to the puzzle.

My next question, which is on the same issue, is for Ms. Conklin.
In your testimony, you discuss how year-round assistance and in-
greased flexibility would help improve access for nontraditional stu-

ents.

Can you expand upon how increased flexibility in the disburse-
ment of Federal Pell would assist the student, for example, who is
slightly older, is working part-time, is a parent?

Ms. CoNKLIN. Thank you, Congresswoman, for your focus on
what we call “today’s students” in the business. Most of our stu-
dents today are what used to be nontraditional, and they, in fact,
do have to juggle work and children in order to earn their creden-
tial.

So, what we are seeing more and more in higher education is
real innovation in delivery, where people are able to do self-paced
learning, we're able to put remedial courses in the middle of the
credit-bearing courses, and give students additional support so they
get out of remedial education quickly. All those innovations require
flexibility around the disbursement of money.

Some of our most successful programs for nontraditional stu-
dents, I think about CUNY ASAP, which is being replicated in
other places like Ohio, that is a set of guided pathways for non-
traditional students. It costs more in those first 2 years to be able
to educate them, but at the end, it’s a lower cost per degree for tax-
payers and for students.

So, what we need to be able to do is frontload some of that Pell
money for those early years, to fund that integrative program
which has very good results.

Ms. STEFANIK. Thank you very much. I just want to take a mo-
ment to thank the committee for their support and thank my col-
leagues who have signed on as cosponsors. This is a bipartisan bill,
and for any of my colleagues who are not cosponsors, I want to en-
courage you to look at the Flexible Pell Grants for 21st Century
Students Act.

This is modernizing Pell. It is bipartisan, and I am hopeful we
can get this passed in this Congress. Thank you, and I yield back.

Chairman GUTHRIE. Thank you. Thank you for yielding. I now
recognize Ms. Adams for 5 minutes of questions.

Ms. ApAMSs. Thank you, Mr. Chair, and thank you, Ranking
Member Davis, for hosting this hearing, and to those of you who
are here testifying, we thank you very much as well.

Ensuring that students have greater access to an affordable high-
er education is critical to adjusting our Nation’s skill gap and pre-
paring Americans for the jobs and the economy in the 21st century.
I would just add to the comments that have been made that I, too,
was a first-generation college student.

Last year’s Republican platform called for a stop to the direct
loan program and to return to a system similar to the Federal
Family Education Loan Program, where private lenders originated
federally guaranteed loans and services. Think tanks, however,
have argued that going back to this type of system would only in-
crease costs to the taxpayers.
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Therefore, more recent proposals have now focused on scaling
back or eliminating Federal lending for two groups. The authors of
these proposals argue that because these two groups of individuals
have a credit history, the private market can serve them just as
well as the Federal Government, if not better.

My question, Mrs. Copeland-Morgan, I want to focus on Parent
PLUS loans, and would like to know if eliminating Parent PLUS
loans would be detrimental to students in your opinion, and, if so,
why?

Mrs. COPELAND-MORGAN. Indeed, it would be detrimental to the
student and to the families. The fact is not all families can get ac-
cess to private loans. Secondly, there are predatory practices out
there in the private loan area, an area that since going to direct
loans we’ve spent less time counseling parents and students on,
and also PLUS loans allow families who have not had the ability
to save for college to contribute to their children’s education. I
think that is a fact that is overlooked.

The private loan market simply did not serve our most neediest
families well, nor did it serve those families, working middle-in-
come families, well at all.

So, I would certainly remind us to look at some of the challenges
that we were dealing with before direct loans.

Ms. Apams. Thank you for that response. As you mentioned,
eliminating Parent PLUS loans would be detrimental to a number
of students, particularly students at HBCUs and low-income stu-
dents seeking graduate degrees.

I have a letter, Mr. Chair, from Dr. Michael Lomax, president
and CEO of UNCF, which supports college success for minority stu-
dents, outlining the need to provide Federal investment in Pell
grants, including restoring year-round Pell, increasing the max-
imun[(l1 awards, and so forth, and I would like to submit this for the
record.

Chairman GUTHRIE. Without objection, so ordered.

Ms. Apams. Thank you. Knowing that the President’s budget
blueprint raised nearly $4 billion from Pell, this letter is even more
important so I thank you for receiving it.

Mrs. Copeland-Morgan, the reauthorization of the Higher Edu-
cation Act affords Congress with an opportunity to simplify the fi-
nancial aid system, specifically FAFSA. Research has shown that
this form presents barriers for low-income and first-generation stu-
dents. In fact, about $24 billion goes unclaimed each year, includ-
ing $2.7 billion in Pell grant funding.

Although the form has been simplified throughout the last two
decades, I believe that more can be done, but I also know that sim-
plification comes with tradeoffs. Making it too simple means aid
will be less targeted by States and institutions, many of which rely
on information found on the FAFSA to determine State and institu-
tional aid, and may no longer have sufficient information to make
accurate awards.

Do you agree that these are valid concerns, and, if so, what con-
siderations should we be mindful of as we work to simplify FAFSA?

Mrs. COPELAND-MORGAN. I do agree that oversimplification is a
valid concern. I think there are improvements that can be made,
for example, taking advantage of the Federal Government’s vast
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database around other need-based programs and simplifying the
process for low-income students who have already been verified
through other Federal means-tested programs. It’s one way of sim-
plifying that.

I think also if we go back to—I want to emphasize this—back to
an oversimplified Federal form, it will complicate the process for
low-income students. We’ve been here before, where every State
had its own form, every institution had their own form, because the
needs analysis from the Federal Government was not sufficient.

The other alternative is to have students use documents like the
College Board’s Profile Form, which is a fee-based form, which
would be another barrier to low-income students.

Ms. Apams. Thank you very much. I am out of time. I yield back.

Chairman GUTHRIE. Thank you. I now recognize Mr. Allen for 5
minutes of questions.

Mr. ALLEN. Thank you, Mr. Chairman, and thank you, panel, for
being with us today.

Mr. Chingos, the current year statistics point that students are
actually entering higher education, and obviously the result is that
they do not really know exactly why they are there, or they would
probably complete that education.

In other words, you ought to begin with the end in mind, mean-
ing that there should be a career path. That is the reason you get
an education, is to get a good job. Everywhere I go in the school
systems, I ask these students, why are you getting an education?
A lot of them do not know why they are doing that.

So, in your testimony, you state that there are five real loan cri-
ses, and none of them involve the $1.3 trillion in loan debt, the
number we commonly cite. Why do you think this is the case, and
how can we turn the narrative around to focus on solutions to
these very high education challenges facing students and bor-
rowers?

Mr. CHINGOS. Thank you, Congressman, for the question. I think
the way the narrative around student loan debt has evolved to
focus so much on that $1.3 trillion number has as much to do with
who is borrowing as how much they’re borrowing.

How things have shifted over the last couple of decades is that
in earlier years, Federal student loans were a targeted program.
They were means tested for almost their entire history until the
1992 reauthorization of HEA. The folks that borrow tend to be
lower- and middle-income people.

Now, it evolved to a point where high-income students were bor-
rowing a lot, they were especially borrowing a lot to go to graduate
school, and now the top fifth of the income distribution holds some-
thing like 40 percent of the outstanding student loan debt.

So, I think what youre seeing is relatively affluent, politically
more vocal groups of people trying to represent their interests,
which focus on the $1.3 trillion, getting forgiveness for large grad-
uate loans, getting reductions in their interest rates, when the real
problems are among folks who are struggling under small amounts
of debt, low-income single moms who have a couple of credits at a
for-profit college, a couple thousand dollars in debt. Those are the
people we should be worried about, even though they’re not always
the people who get heard the loudest.
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Mr. ALLEN. You suggested that the current Federal Student
Loan Aid Program is doing harm to students. Where do you see
this the most? With the low-income population borrowing substan-
tial sums of money to get an education? Where do you see the most
damage here?

Mr. CHINGOS. The real tradeoff we face here is between wanting
to provide access to everyone and wanting people to make good in-
vestments that will pay off for themselves, because it’s their time
and money, too, and for taxpayers.

So, I'm very sympathetic to the need to provide as much broad
access as possible, but, at the same time, there are lots of students
going into programs with very poor track records of success, very
high default rates.

So, I think in the next reauthorization of HEA, it’s worth taking
a hard look at what programs are eligible for students to use Fed-
eral dollars to go to them, and how do we hold them accountable,
by also providing access to students.

Mr. ALLEN. Ms. Conklin, as you are aware, the Federal Work
Study Program received its funding through a complicated two part
formula. Can you discuss whether you believe the current funding
structure is appropriately targeting aid to needy students, and why
this matters to the program’s effectiveness?

Ms. CONKLIN. Thank you. It’s a good question, and I think it’s
important to note that Technical Panel whose recommendations I
represented today did call for consolidating Work Study into a Pell
grant program, but I can see a path that looks like what the chair-
man described, one grant, one loan, one work study, but that work
study would need to be reformed.

Right now, again, the work study distribution is built on an old
system. Not all institutions are eligible for it. We see a skewing of
dollars that doesn’t look like need. Ten percent of work study fami-
lies make more than $100,000 a year. Only 5 percent of public 4-
year students are getting work study.

Columbia University, for instance, is one of those institutions
first into the program. They're getting three times more money
than Florida State, who has four times more students and many
more Pell students.

So, again, simpler targets our Federal dollars on the neediest
students and the broad group of open access institutions that sup-
port them, so if we keep work study, let’s upgrade it for today.

Mr. ALLEN. Thank you so much, and I yield back.

Chairman GUTHRIE. Thank you. The gentleman yields back. I
was at parent weekend at my daughter’s college in Chicagoland the
weekend before the election.

The best political ad I saw all season was this guy came on, and
I said I am really going to like this guy, hope I never have to pro-
nounce his name, because the political ad was about dealing with
his name, but I am going to do it, and I appreciate it, and it was
a great ad.

It was my good friend from Illinois, Mr. Krishnamoorthi. You are
recognized for 5 minutes for questions. That was a good ad.

Mr. KRISHNAMOORTHI. Thank you, Congressman. Just call me
Raja. Thank you so much. I am honored to be here, to be able to
ask questions of you folks.
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I was able to attend college based on financial aid and loans and
scholarships. You know, making postsecondary education more af-
fordable and accessible is one of my top priorities, and I believe
that financial aid should be enhanced if the cost of college is indeed
a severe impediment to accessing postsecondary education.

I have a couple of quick questions that I want to ask of you. Dr.
Chingos, my constituents are telling me that colleges are spending
a lot of money on fancy dining halls and rock climbing walls or un-
necessary administration. How can we nudge these schools and in-
stitutions to lower the cost of college, which will give greater pur-
chasing power to enhance Pell grants and other student aid?

Mr. CHINGOS. Thank you, Congressman, for the question. I've
heard those concerns as well. I think they do apply to a particular
part of the higher education market. I don’t think at community
colleges we're seeing lazy rivers and climbing walls, so I think it’s
important to bear that in mind.

At the same time, I think we ought to be concerned about rising
college costs. So, as Congress thinks about reauthorizing the High-
er Education Act, you have to go back and worry about this Ben-
nett hypothesis, as the chairman recognized. Are these programs
making it too easy for colleges to raise their prices and spend
money on things that students want?

The problem is that to push back against that, you need to have
the Federal Government getting involved and trying to create in-
centives for how institutions spend their money, so sort of a ques-
tion over the Federal role there and the right way to balance those
incentives with the need to provide these important financial aid
programs to students that you mentioned. There is some tension
there, I guess is what I'm saying.

Mr. KRISHNAMOORTHI. There is a tension, but I do not want to
burn up increased aid on increased tuition costs. That is my biggest
concern, which is I am all in favor of increasing Pell grants, be-
cause I do believe they serve a very important role in allowing
needy students to access higher education, but, at the same time,
I am just concerned about the galloping costs of higher education.

People in my district are really unable to save and afford college
for their kids because it is just getting so far out of reach. I am
trying to figure out what carrots and sticks the Federal Govern-
ment can offer to make sure that costs of college do not rise at the
same time we are increasing Federal aid.

Ms. Conklin, I want to follow up what I just said with this sta-
tistic. In 2015, researchers from the Federal Bank of New York and
Brigham Young University released a paper suggesting that
schools raised tuition by 55 cents for each $1 increase in Pell
grants that undergraduates received, and by 60 to 70 cents for each
extra $1 of subsidized student loans. That is very concerning to me.

Again, I want to enhance financial aid, and I want to make sure
that our students have the tools to access postsecondary education,
but I do not want it to be burned up in just increasing tuition costs.

Can you comment on this, please?

Ms. CoNKLIN. Thank you for the question and for your interest
and the representation of Americans concerned about affordability.
It’s the top two, three concerns among Americans.
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What you have is the same concern that State policymakers
have, and what State policymakers have, many of them have tui-
tion-setting authority. So, we see in those States with tuition-set-
ting authority, when they put caps or bans that look like increases
in family income, we see a lower rate of tuition increases.

That’s not something that the Federal Government can do. At
the Federal Government level, again, we're talking about getting
rid of the Grad PLUS Loan Program with no loan limits at all, and
what that does to pricing sensitivity in the market. We're talking
about sensible loan limit lengths, about 150 percent of the time,
that puts some limits, but then we also talk about what’s the rela-
tionship.

We did see in States that with the increase in the Pell grant pro-
gram, the rapid increase in the Pell grant program between 2008
and 2013, that a number of States increased community college tui-
tion.

Like in Alabama, where you had about a $27 a year increase be-
tween 2004 and 2008 to their community college tuition. Come
2008, when we started to put more money into Pell, community col-
lege tuition was going up $280 a year.

A lot of that is related to what the State was doing, and the
States face Medicaid pressures and other funding priorities, but all-
in-all what you see is this spiraling tuition that if you saw the
CNBC report this weekend, they said if you were born today, 18
years later, it could cost half a million dollars to go to college.

So, there’s a collective shared responsibility between the Federal
Government, States, and institutions to really not just keep tuition
at the rate of family income, but actually try to find ways to cut
tuition and cut time.

Mr. MiTcHELL. [Presiding] Thank you. The member’s time has
expired.

Mr. KRISHNAMOORTHI. Thank you.

Mr. MiTcHELL. They have thrown a substitute in here.

Mr. KRISHNAMOORTHI. You suddenly look different.

Mr. MITCHELL. I know. Second verse, same as the first. Believe
it or not, I recognize myself for 5 minutes as well.

Dr. Chingos, let me talk to you a little bit about exactly your con-
cern, which is the information crisis. I believe the information cri-
sis goes deeper than just whether students know they have a loan
or not. I think and I agree—Mr. Krishnamoorthi, I am going to
agree with you. We do have a crisis on our hands, one of informa-
tion needed by students to make a wise decision, students and fam-
ilies, on return of investment.

Far too frequently, students going to college—like the tradition
here, I was the first in my family to even see a college, my ex-
tended family, never mind graduating from college.

You have to guess whether or not you are likely to succeed. You
have to guess at whether or not you are lucky to get a job. You can-
not get that information from most colleges or universities. That in-
formation is not there. That lack of information does not allow the
consumer to make valid choices.

Dr. Chingos, how do we get to a point where consumers are
aware what the likely cost of attending college will be, and their
likelihood of success? How do we get that information so they know
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that when they decide to become an architect at the University of
Michigan, for example?

Mr. CHINGOS. Thank you, Congressman. It’s a really important
point that this information crisis extends well beyond that one sta-
tistic I mentioned. So, on the front end, because the aid process is
so confusing and hard to navigate, people don’t know how much aid
they’re getting from the Federal Government until they apply to
college, fill out a FAFSA, and get aid offers.

So, I think simplification—not simplifying the FAFSA, get rid of
it entirely. Base these people’s aid awards on the average family
income when they were growing up, say from age 10 to 16, put that
money in an account and tell them at age 16, no forms, no prior-
prior year, here’s how much you are eligible for. So, I think we can
fix it on that side.

But you're right, we also need better information on the other
end. How much can I expect to make, and will I be able to pay my
loans if I go to a particular college or program of study?

I think the Obama administration made important advances
there with the College Scorecard, providing information at the in-
stitution level. I think we can go a step further, as many States
have, provide that information at the level of program of study
with data that already exist and can easily be approached.

Mr. MITCHELL. Let me suggest, I spent 35 years, my entire pro-
fessional career, in workforce development and postsecondary edu-
cation. We reported every year completion rates by program, by lo-
cation, the employment by program, by location, the wage they
made by program, by location, for 19 campuses.

You cannot find that information out in most public universities
and colleges for a program. You can get aggregate information.

So, I guess, Mrs. Copeland-Morgan, how do we get universities
to understand that information is critically needed by consumers to
make wise decisions so they can be in control, frankly, rather than
administrators and the Federal bureaucracy being in control?

Mrs. COPELAND-MORGAN. Thank you for your question. Many
universities do surveys. The response rates are not necessarily
where they need to be, but I think that we can certainly incentivize
institutions to get that information. It is in our best interest to
make sure that students understand what the labor market will be
for them once they are pursuing those majors.

I would go back to the front end in terms of simplification. We
often think of that as being a form, but I agree, and some of the
work by Susan Dynarski shows us that early notification of eligi-
bility for financial aid is key, not only to access, but in terms of
the retention of those students.

There is a lot of research that shows us intergenerational trans-
fer of poverty, so the idea of doing a needs test via the FAFSA or
other methods each year also complicates the process.

So, I certainly have found in almost 40 years of being an aid ad-
ministrator that for my low-income students, they don’t suddenly
get rich the next year, so another area of simplification is not just
the front end, but in terms of helping those students to stay in our
institutions and graduate, incentivizing institutions—

Mr. MITCHELL. Let’s talk about graduation rates for a moment.
I think the data that Dr. Chingos put forward, and I am running
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out of time here, is critically important. The average completion
rate for a community college is 39 percent. Now, as I said, I led
a group of private career schools, and the accreditation standard
was 70 percent or you no longer were able to be a viable institu-
tion.

How is it when you talk to students when they go to community
college about the likelihood of succeeding, they do not have that in-
formation along with how much they borrowed? That lack of infor-
mation, I think, we are all responsible for making sure it is com-
municated effectively to students, what the likelihood of success is
and how we help them to succeed, but they need to know to make
that investment.

They are borrowing money right now at a guess they can succeed
and move their career forward on a hope and a prayer because they
do not have information, and we are all responsible in this room
for making sure we have better information, and that puts them
in control rather than institutions, rather than bureaucrats.

My objective on this committee, in fact, is to focus on that. My
time is up, and I will recognize the next member. Thank you. Mr.
Polis, you are recognized for 5 minutes.

Mr. Pouris. Thank you. I want to begin by thanking our chair and
ranking member for holding the hearing. Frankly, the timing of the
hearing is excellent.

It was only last week when President Trump and Secretary
DeVos put an end to a prohibition on certain fees on student loans.
After being in office only a few weeks, President Trump and Sec-
retary DeVos have actually increased the cost to student loan bor-
rowers.

So, clearly, any progress on this area will have to be made by
Congress, which is why I am excited that we are having today’s
hearing. I also want to point out that of course we all agree there
are ways to make financial aid simpler for students and families.
I think we can do that together.

I was encouraged to hear Chairman Guthrie say that simplifying
financial aid does not mean cutting it, because, unfortunately, the
one grant, one loan proposals we have seen also happen to reduce
the overall Federal investment in financial aid.

So, again, those two are not mutually exclusive, but so far the
proposals we have seen, like the President’s proposal to eliminate
the Supplemental Educational Opportunity Grants, do not suggest
that money is reinvested in actually helping to make college afford-
able.

The truth is that I hear across my district, as so many other rep-
resentatives do, that students and families have already a hard
enough time paying for college. Cutting the amount of financial aid
is not going to make it easier to attend college.

My first question is for Youlonda Copeland-Morgan about in-
come-driven repayment plans, which I feel are essential for bor-
rowers who are not able to afford monthly payments under a stand-
ard repayment plan.

Right now, there is an excessive amount of income-driven repay-
ment plan options that often leaves borrowers confused or not en-
rolled about what might be best with their own budgets.



65

How can we simplify repayment plans while ensuring borrowers
have generous terms, and can you talk about the different protec-
tions provided by income driven repayment plans?

Mrs. COPELAND-MORGAN. Thank you for the question, Congress-
man. I would really encourage the committee to think about income
repayment plans being the base, the default repayment plan for
students. As you've heard, many of the students who are in default
have very small amounts of loans. The requirement that students
have to verify their income every year is burdensome. Students for-
get about it.

Again, when you look at the intergenerational transfer of poverty
or for many of our students who go into service areas working as
teachers and other professions of service, I think we could use the
IRS data and other kinds of data that’s i accessible to the Federal
Government to prevent some of those defaults.

Mr. Pouis. It sounds like what you are recommending is either
universality of income-based repayment or an opt-out of income-
based repayment. Ms. Soucier, do you agree with that statement?

Ms. SOUCIER. Absolutely.

Mr. Pouis. I also want to ask about flexibility for Pell dollars. In
my district, we have Colorado State University in Fort Collins. We
have seen the number of Pell-eligible students enrolling in summer
programs double when they were able to use Pell dollars over a
summer term.

Unfortunately, that flexibility no longer exists, and students who
depend on Pell dollars only use them in the fall and spring semes-
ters, therefore, increasing the time it takes for them to reach grad-
uation.

Almost every time I meet with students in my district at univer-
sities like CSU and CU and community colleges, like Colorado
Mountain College or Front Range, one of the first things I hear is
restore year-round Pell.

I know many of us are optimistic that we can use some of the
additional dollars in the Pell reserve towards improvements in the
Pell program like year-round Pell, and I was hoping, Ms. Copeland-
Morgan, you could speak to the benefits of year-round Pell.

Mrs. COPELAND-MORGAN. Thank you again. I think year-round
Pell is one of the most positive things we have done in the financial
aid program. It allows students to accelerate their time to degree.
Oftentimes, students are staying in an additional full year when
they could graduate in the summer by taking one or two courses
that they need. I was one of those students who took the fourth
year of financial aid when I only needed six units.

I would really encourage the committee to look at the maximum
Pell award, increase the maximum so that it does allow a student
to take full advantage of the opportunity to go for summer, and I
think that would be a good use of the surplus that we see in the
Pell program at this time.

Mr. PoLis. Last Congress, I joined a number of colleagues intro-
ducing legislation allowing students to use prior-prior year tax data
when completing a FAFSA. The Obama administration made that
change, but we are now in a period of time where the Trump ad-
ministration seems to be undoing a lot of things that the Obama
administration did.
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So, I think we should have more concern than ever to simply put
that change in statute rather than leave it up to the whim of the
administration.

Just as an example, in Colorado, FAFSA completion rates in-
creased substantially this fall after students were able to fill out
the FAFSA earlier.

I just want to end, since my time is up, by encouraging this com-
mittee to put that large noncontroversial step in statute to prevent
it from being at the whim of the Secretary or President. It is a com-
monsense measure that makes it easier to fill out that form and
apply for student aid, and to find out what you are getting, and I
am happy to yield back.

Chairman GUTHRIE. [Presiding] Thank you. I appreciate the gen-
tleman yielding. I now recognize Mr. Lewis for 5 minutes for ques-
tions.

Mr. LEwis. Thank you very much. As a parent who annually fills
out the FAFSA forms, I can tell you this is a much-needed hearing,
and I appreciate everybody attending today.

Let me start at 30,000 feet here with Mr. Chingos for a moment.
One of the oldest rules in economics or the insurance industry or
anything in regard to finances is the third-party payment rule or
the moral hazard. When we see third parties come in—frankly, we
are debating this in health care right now, but it could be any par-
ticular commodity, it is certainly true in higher education, when we
see third parties come in and assume the costs, what we see in
many cases are inflated costs.

So, if tomorrow, all of a sudden, somebody said, gosh, for every
cup of Starbucks you buy, the Federal Government is going to issue
you a Starbucks grant, and it is going to cover $3 of the cost of a
pound of coffee or whatever. I will take the bet that the pound of
coffee price is going to go up, and it is going to go up because the
providers know there is a subsidy.

We have seen a massive increase in tuition at 4-year liberal arts
schools and for-profit schools; across the board, we have seen an in-
crease. The big picture for me is how do we provide the need that
is there without inducing this moral hazard?

The cost of attending a 4-year public institution has increased by
more than 40 percent in just a decade. The only thing rising faster
than tuition are textbooks. So, we have a situation here where ev-
erybody is talking about, oh, gosh, we have to make it easier for
folks to borrow, we have to decrease the cost of borrowing, let’s
make more student loans, more Pell grants. Pell grants alone have
skyrocketed. I do not have the figure right in front of me here, but
to, what, $30 billion?

We are inducing the moral hazard here, so how do we provide
a program, Mr. Chingos, that (a) provides what we want for access,
but (b) does not induce this moral hazard?

Mr. CHINGOS. Thank you, Congressman. I think you accomplish
that goal by having programs that are targeted and narrowly tai-
lored to particular Federal interests, such as helping low-income
students go to college.

To go back to your Starbucks example, if only 1 in 10 customers
got that Starbucks grant, it is going to be harder for Starbucks to
raise the price, because 9 out of 10 customers coming in the door,
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they don’t know they have that grant. If we give everyone enough
of a grant to get up to the most expensive cup of coffee you can
get, then you have to be more concerned about that.

I think by being targeted, by focusing on students who have been
historically underserved, you accomplish both the goals of helping
ichehm dand of limiting the moral hazard problem that you high-
ighted.

Mr. LEwWIS. Has the tripling of the Pell grants from $13 billion
in 2006 to $36 billion in 2010 added to that?

Mr. CHINGOS. I mean, I think we ought to be most concerned
about Pell grants at the places that enroll large numbers of Pell
grant students. At an institution that has a relatively small num-
ber of Pell eligible students, it’s going to be harder for them to
raise prices, to extract that money, whereas at institutions that
rely almost entirely on aid, I think we have to be more concerned
and think about the right way to balance access to those institu-
tions with whether it’s the best use of Federal resources.

Mr. LEwis. Ms. Conklin, a question for you on simplification, I
think we moved up the FAFSA time periods now, so you can fill
them out earlier, so I get to do that and my taxes right away, so
Eh?dﬁrst of the year gets off to a rousing start in the Lewis house-

old.

Again, from a more global perspective or 30,000 feet, we have a
program in Minnesota that offers aid in higher ed that you do on
your tax return. In a perfect world, talking about simplifying, talk-
ing about a three tier, if we are going to do tax reform in fiscal
year 2018, we hope, is there a way to just to really simplify this
down to a 10407

Ms. CoNKLIN. There certainly is. What we have recommended in
our Technical Panel, and it actually mimics what the College Board
offered 10 years earlier, it is what Susan Dynarski has analyzed.
Poor is poor, and assets aren’t really a factor for low-income stu-
dents; we only ask for that because we subsidize loans. If we didn’t
(siubsidize loans, we wouldn’t need all that income and all the asset

ata.

So, what we should do is ask for the data we already give to the
Federal Government. There is a Gates paper, if you want to keep
your subsidized loan program and you want to keep that informa-
tion, you still just stick to what is already provided in the IRS tax
forms, with a schedule and basic adjusted gross income.

Other than that, we are over asking the same questions, and we
are asking students to be financial managers, and that’s not rea-
sonable.

Mr. LEwis. Conceivably, you could do it?

Ms. CONKLIN. Absolutely. We have recommended if you have al-
ready qualified for a Federal means tested program across the Fed-
eral Government, why do you go through this process again to cer-
tify you're poor? You might already be kind of put to the front of
the line as an eligible student.

Mr. LEwis. I thank the panel, and I yield back.

Chairman GUTHRIE. Thank you for yielding. I now recognize Mr.
Sablan for 5 minutes for questions.

Mr. SABLAN. Thank you very much, Mr. Chairman and Ranking
Member Davis, for having today’s hearing. Welcome, everyone. As
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an original cosponsor of SAFRA, I also find this hearing today very
timely.

In my district in the Northern Mariana Islands, we only have a
small community college with a little more than 1,000 enrolled stu-
dents. A large majority of the students come from low-income fami-
lies.

Dr. Chingos, sir, over 90 percent receive Pell grants, so making
it possible to pursue their higher education aspirations. And the
minimum wage, sir, is $6.55 an hour, and you cannot get in a car
and drive across a county line to go to college elsewhere. It is going
to be very expensive.

So, the President recently released budget would cut $3.9 billion
of the funding currently reserved for the Pell grant program, and
leaves the program on an unstable footing for future generations.
On top of that, the majority of this committee have also separately
proposed to eliminate funding. As stated in the budget, the esti-
mate for fiscal year 2018, the proposal will eliminate all of Pell’s
mandatory funding.

I strongly believe the continued success of people in my district
and the Northern Marianas, and in our country, lies with the abil-
ity to train our citizens through higher education to be productive
members of our society, and this money that the President and the
majority are trying to take away from needy college students is
necessary to ensure Congress can continuously modernizes and
strengthen the program to better support students.

Instead of cutting or reducing student financial aid, we should be
investing in this program.

Mrs. Copeland-Morgan, how can the Pell grant program be
strengthened and not weakened?

Mrs. COPELAND-MORGAN. Thank you, Congressman. The pro-
gram could be strengthened by increasing the maximum award.
The Pell grant is only paying about 19 percent, the average award
is only paying about 19 percent of costs for students.

It can be strengthened by continuing to target the funds to the
most neediest students.

I will add that a lot of committee members have been concerned
about institutional behavior. Incentivizing institutions who are en-
rolling and graduating Pell grant students will help to change some
of that behavior. I encourage you to look at that.

Year-round Pell is key to acceleration. It is costly for students to
hang around our institutions for an additional year when if they
had a Pell to take those extra three to nine units, they could be
out in 4.1 years rather than 5 years. I think you are hearing a
theme here across all of the witnesses today that year-round Pell
along with prior-prior year have been good movements toward sim-
plification.

Mr. SABLAN. I have one more question, Mrs. Copeland-Morgan,
if I may. I have recently heard from some of my colleagues on the
majority that Congress should create programs to target middle-in-
come students and not low-income students because low-income
students are already taken care of by grant aid.

Is this what you see in your institution, your University of Cali-
fornia, and around the Nation?
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Mrs. COPELAND-MORGAN. That has not been the case in the 40
years that I've been in higher education. Sixty-one percent of Pell
grant recipients borrow to complete their degree compared to about
a little less than a quarter of non-Pell recipients.

So, the Federal investments in campus-based programs, for ex-
ample, subsidized loan programs, are very key for completion of
these students, and I might add that at the University of Cali-
fornia, again, we see 4-year graduation rates are amongst the high-
est in the country, 76 percent, and 6-year graduation is 92 to 93
percent; system-wide, 86 percent. The 92 to 93 is at UCLA.

Yet, we are 40 percent first-generation college students, and most
of our campuses are anywhere from 35 to 45 percent Pell eligible
students.

Mr. SABLAN. Thank you. Actually, I am very happy because my
daughter graduated 2 years ago, my son is getting out in May.
Thank God, because people back home say if you are a child of
someone in Congress, then Congress pays for your child’s edu-
cation. I do not know where they hear that. I really think it is Fox
News, because that is the only news we have, unfortunately. It is
true. It is fake news, right?

Chairman GUTHRIE. Thank you. The gentleman’s time has ex-
pired.

Mr. SABLAN. Thank you, Mr. Chairman. I yield back.

Chairman GUTHRIE. I now recognize Mr. Messer for 5 minutes
for questions.

Mr. MESSER. Thank you, Mr. Chairman. Thank you to the panel.
Obviously, a very important issue today as we work through what
we can do to improve Federal student aid. We have talked a lot
about student borrowing.

Many on the panel are probably well aware, but according to a
recent Brookings Institute study, too many students just do not
know how much they are borrowing. I think it is part of what con-
tributes to the high dollars that students do borrow.

According to the study, roughly 28 percent of students with Fed-
eral loans said they had no Federal loans at all, and 14 percent
said they had no debt at all, even though they had student loans.

Based on these statistics alone, it is clear that somewhere along
the way we failed to communicate to students how they are financ-
ing their education and what that means for their future.

The Higher Education Opportunity Act of 2008 required the Fed-
eral Reserve to reform the private student loan disclosure form and
use consumer testing to improve it. As a result, today we have a
private student loan disclosure that gets down to brass tacks. It
clearly and boldly discloses things like total loan amount, the inter-
est rate, total payments made over the life of the loan, and other
disclosures that are essential for a student to know before they
take out a loan.

Contrast that, on the other hand, with the Federal Master Prom-
issory Note, the MPN, I think it is technically called, which is used
as the primary contract for all Federal student loans. It is an 11-
page fine-print document that is incomprehensible unless you hap-
pen to specialize in higher ed finance.
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Ms. Soucier, I was going to ask you, do you think consumer test-
ing of the Federal Master Promissory Note paperwork and other
disclosures like it would make those forms more useful to students?

Ms. SOUCIER. Absolutely. I think we need not just more informa-
tion out to the students, but we need it more often. Students are
required to get entrance loan counseling at the start of getting
their loan. They are getting that loan at 17, 18 years old, when
they don’t understand, they’ve never received any debt, they don’t
understand what they’re reading.

So, what we need to do is we need to give it to them more often,
and we need to be able to require it before they receive funding.
For us, it would be every semester. Some schools, they may only
need it every year. I think we need the flexibility based on student
population to require them to come in and get additional informa-
tion, both in writing, in person, online, by video, however we can
get the information to them so they can understand what it is they
are getting.

Mr. MESSER. I will give you a practical answer from Indiana Uni-
versity in my home State. They put together essentially a letter of
notice to students, that every year in the fall, it went to each stu-
dent at IU and disclosed what track they were on as far as student
borrowing, and what the cost of their education would be if they
continued on the same track.

They saw that student borrowing went down as much as a quar-
ter to a third just by simply every year sending a clear, readable
letter that notified those students of what their debt path was.

We are working on legislation that would make that national. It
has already been a law in Indiana that now applies to every uni-
versity, not just Indiana University, and we are hoping we can take
that national.

My next question in the limited time I have left is for Ms.
Conklin. You mentioned in your testimony that you think aggre-
gate Federal student loan limits should be reduced and simplified.
You went on to imply that any void in lending created as a byprod-
uct of that could be filled by private financing like income share
agreements, if the appropriate incentives are created to serve low
asset individuals. There 1s a Purdue program that has been sort of
cutting edge nationally.

Could you explain some of the types of incentives that could en-
courage income share providers to serve low asset borrowers like
Pell grant students?

Ms. CONKLIN. Thank you, Mr. Messer, for your question. One
point of clarification. The proposal of the Technical Panel actually
called for an increase in loan limits for undergraduates and grad-
uates, just one set per. That is an example of some of the savings
in our simplification, that we reinvested for students’ benefit.

On the issue of income share agreements, it is a promising new
private financing vehicle whereby an investor can identify students
who are able to repay their loans based on a share, like 5 percent
of their income, and if they’re not able to make that income, they
don’t make those payments. So, it’s a pure income-based payment
program.

But it’s going to create incentives with colleges to be able to
make sure they are focused on the returns and those labor market
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returns, which we heard was important to the committee earlier.
It’s going to cause students to need that information that we've
been talking about that is so important, about choosing programs
carﬁfully, about borrowing carefully, and about using your time
well.

So, it’s going to bring, I think, more transparency. It’s not in lieu
of the loan programs we have, but particularly at the graduate
level, I think, there is just real promise.

Mr. MESSER. Thank you. Income share agreements are not the
answer for everybody, but I think they are the answer for more
people than are currently being served by them now. Hopefully, we
can make some headway on that issue in the coming weeks and
months.

I yield back to the chairman. Thank you.

Chairman GUTHRIE. The gentleman yields back. I now recognize
Mr. Takano for 5 minutes for questions.

Mr. TAKANO. Thank you, Mr. Chairman. Before I begin, I would
like to say a few words on this idea that we cannot increase finan-
cial aid because some people think that is what causes tuition in-
creased, the so-called “Bennett hypothesis.”

First, the best studies on this find that it is not the case at public
and nonprofit colleges. However, we do have quality evidence show-
ing this does occur at for-profit schools, which strongly suggests
that we need better oversight of this sector.

More importantly, we need to take a step back and reject the
cynicism that this idea implies. By all means, let’s look for ways
to make tuition more affordable, but let’s not throw up our hands
and say we should not increase aid because of, I think, the mis-
leading indications of this theory, the Bennett theory.

Mrs. Copeland-Morgan, many of my colleagues on the other side
of the aisle believe that financial aid, including Pell and Federal
loans, have driven the increase in tuition. In all your decades of ex-
peri(?)nce working at various institutions, has this ever been the
case?

Mrs. COPELAND-MORGAN. Thank you, Congressman. It has not
been in my experience. I know there is a small amount of research
that shows there may be a correlation between increases in aid in
the for-profit sector, and I think simple oversight, greater oversight
of that area, where those schools are not graduating Pell recipients
and low-income.

But I think you find partners in 4-year higher education institu-
tions, and I would encourage, therefore, greater investment, par-
ticularly again for those who are serving disproportionate numbers
of low-income and Pell grant recipients. That, I would say, also in-
cludes the campus-based programs, and we have not talked much
about Perkins loan today, which you know will come to an end this
September.

The Federal Government has not invested in Perkins loans for
over a decade, and I would really encourage the committee to con-
sider legislation that would allow institutions to continue to award
under the Perkins Loan Program, which is a better option than pri-
vate loans for these low-income working families.

Mr. TAKANO. Thank you. Does institution leadership make deci-
sions based on these increases in aid?
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Mrs. COPELAND-MORGAN. Again, I think that bit of research is a
distraction from the bigger issue of investing in our young people
so they can achieve their career goals. I've not sat around the table,
that’s not been my experience.

I think as some of your members have mentioned, overwhelm-
ingly, and you two in your opening comments, overwhelmingly,
public institutions and many private institutions, the not-for-profit
private institutions, are also investing their own dollars in finan-
cial aid programs.

The UC system, for example, a third of our tuition revenue goes
right back into grant programs for low-income students. So, that’s
not been my experience.

Mr. TAKANO. What in your estimation does drive the cost of tui-
tion, in a nutshell?

Mrs. COPELAND-MORGAN. Well, if there is insufficient aid for stu-
dents, certainly again, at the University of California system, we
put a third of our financial aid back into financial aid programs.

I think the cost of technology, quite frankly, today, as someone
who has gone through no technology to the technology we see
today, is a big driver. I think the students are interested in mul-
tiple disciplines, and certain interdisciplinary education is more
costly. I think institutions are trying to find ways to deliver a qual-
ity education in a more cost-effective way.

I know I spend probably 30 percent of my time in those kinds
of conversations. That might be one area that the committee can
spend more time talking about, how do you help institutions in
that area to keep costs affordable so we can serve more students
and graduate our students earlier?

Mr. TAkKANO. Mr. Chingos, you mentioned in your earlier testi-
mony institutions that primarily rely on financial aid. Are you re-
ferring to the for-profit college industry as one of those categories
of institutions?

Mr. CHINGOS. Sure. A lot of them.

Mr. TARANO. Increased Federal aid does seem to be linked to in-
creases in costs at those institutions. Is that what you are referring
to?

Mr. CHINGOS. There is some evidence to indicate that’s the case,
as several folks have mentioned today.

Mr. TAKANO. Ms. Conklin, can you comment on your own Pell
grants as far as how they might help students before their fresh-
man year in college and after their senior year? Do we know much
about these summer bridge programs to increase preparedness, you
know, to be ready for college, with English or math?

Chairman GUTHRIE. The gentleman’s time has expired.

Mr. TAKANO. My time has expired.

Chairman GUTHRIE. Hopefully, within some questions, you will
be able to get an answer. That is a good question, but, unfortu-
nately, your time has expired.

I now recognize Mr. Smucker for 5 minutes for questions.

Mr. SMUCKER. Thank you, Mr. Chairman. I appreciate the oppor-
tunity to be part of this hearing. I am a father of two girls who
are in college, so I went through this process. I must admit, I was
chair of the Education Committee in the Pennsylvania State Sen-
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ate and served as one of the directors on PHEAA, the Pennsylvania
Higher Education Assistance Agency, and I still found it confusing.

I think it is overdue to simplify and create a more efficient sys-
tem. I look forward to being part of that discussion.

Mr. Messer asked questions in regards to student knowledge
about the loans they have taken out, the provisions of those loans,
and so on. I would like to take that a step further.

I think one of the things we do not do very well in our system
of higher education is provide information to students about the
earnings potential for a specific major, maybe earnings potential
for a specific major at a specific school.

At the end of the day, you are taking out the student loan with
the hopes of being able to pay that back. It is an investment. I do
not think from what I see we do a very good job of educating stu-
dents about their ability to repay.

Maybe I will start with you, Mr. Chingos. I would like to get your
impression on that, and I would like to ask what your impression
is of how we do on that, and whether if we are talking about re-
configuring our Federal student aid system there would be a way
to tie in additional information in regards to the ability to pay back
based on the major a student is choosing?

Mr. CHINGOS. Thank you for the question. I think it is critically
important that students have better access to information and
what they can expect down the road when they’re deciding where
to go to college, how much to pay, how much to borrow.

I think some progress has been made. A couple of years ago, we
didn’t know for the whole country average earnings for each col-
lege, and now we have that through the College Scorecard. We do
need to go one step further and get that information down to the
program level, which some States have done, but we don’t have it
at the national level yet.

Then we can think about as we are thinking about counseling
around borrowing and repayment finding ways to get that informa-
tion to students.

Some research we are doing at the Urban Institute suggests that
you can’t just build it and they will come. You can’t just put the
information out there. You have to think about how to make it in-
telligible to students, how do they know what a $45,000 starting
salary means for what they can expect to borrow. There is progress
to be made.

Mr. SMUCKER. Do students currently get any of that information
as a part of the application for assistance?

Mr. CHINGOS. Not that I'm aware of.

Mr. SMUCKER. Would there be a way to link those in some way?

Mr. CHINGOS. I think through disclosures. One of my colleagues
might be able to better address this, doing the work on the ground,
but I imagine there would be.

Mr. SMUCKER. Anybody else care to address that?

Mrs. COPELAND-MORGAN. I would just mention that in our career
centers, we do provide this information. We do survey our grad-
uates after they graduate, 5 and 10 years out, and I think that is
probably an area that we can do more in. I agree, certainly tech-
nology allows us to provide more links for students in that regard.
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Ms. CONKLIN. Mr. Smucker, Ms. Soucier works in a State, Texas,
that is one of the States that is innovative in linking their labor
market data with their postsecondary student data.

So, at the State level, they have demonstrated the leadership to
create these metrics. The State makes them publicly available to
students, and then community organizations, high school coun-
selors, can provide that information to students in a variety of
ways, but the State has taken on the role to make that trans-
parent. That’s an example of progress, I believe.

Mr. SMUCKER. Thank you. I am just going to shift gears. I have
a minute. Ms. Soucier, your written testimony specifically men-
tioned the gainful employment regulation and how it can ulti-
mately harm today’s students.

In about 55 seconds, could you expand on that briefly?

Ms. SouUCIER. I'd be happy to, thank you. My biggest concern—
we spend a lot of time trying to comply and report the information
being required. We’ve spent hours and hours with our technology
groups doing that.

What my biggest concern is—our Workforce Office does a great
job working with business and industry around Houston to create
programs to get students trained into certain jobs, and my concern
is if the data isn’t fully accurate or doesn’t fully represent the pro-
gram, that it could make programs in jeopardy of being disbanded
after they put so much effort in creating the program.

Mr. SMUCKER. I would be interested in continuing that discus-
sion with you at a later time. Thank you. Thank you, Mr. Chair-
man.

Chairman GUTHRIE. The gentleman yields back, and I recognize
Ms. Blunt Rochester for 5 minutes for questions.

Ms. BLUNT ROCHESTER. Thank you, Mr. Chairman and Ranking
Member. I really want to thank this panel. This hearing was really
interesting and exciting, even if you do not think it is exciting. It
is exciting to me.

I come from the State of Delaware, so I represent the entire
State. The issue of college affordability was talked about up and
down the State, particularly as we talk about strengthening our
economy. It’s connected to everything.

I particularly liked the five crises, Dr. Chingos. That was pretty
interesting to me, when I think a potential crisis is a cut to these
programs. That’s another potential crisis.

My question is directed to Mrs. Copeland-Morgan. It is basically
a recent report by the National Center for Education Statistics
found that one in five undergraduate students surveyed in their
study did not seek out any form of financial aid.

When students were asked why, the majority of them cited mis-
information. Forty-four percent thought they were ineligible for aid,
and another 43 percent thought they could afford college without
the help. This tells me that there is a lack of information on the
part of students and families on how financial aid works and the
true cost of going to college.

How can Congress ensure more students are receiving the need-
ed information to make informed choices post high school?

Mrs. COPELAND-MORGAN. Thank you for your question. I think
early outreach is key. Investment in programs like TRIO and
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GEAR UP, the funding of Perkins loan, which we use those dollars
also to administer loan programs, Federal work study, we deploy
students into communities to help get that word out about financial
aid.

I mention those to say that the Federal aid programs, particu-
larly like work study, allow us to get that message out to those
communities most in need.

I think simplification of the FAFSA, and when we simplify it, put
that information out there early. I call it “baby college,” that stu-
dents would know from the time of birth they are eligible, particu-
larly the low-income students, again, where they have been
through need-tested programs or we use IRS data to understand
what their income is.

So, it is a concern. I think probably many of you as first-genera-
tion probably experienced this as well, but the investment in out-
reach programs are key, and right now, many of those programs
are subject to cuts as well.

Ms. BLUNT ROCHESTER. I follow up on that to say I, like many
of my colleagues up here, have two children that went through the
whole process with FAFSA. I have seen the changes, promissory
notes, all of that, and myself participated in work study programs.
It is complicated for almost everyone. To see the bipartisan con-
versation is a positive.

My second question is for you as well. As our country fully shifts
from an industrial economy to a knowledge-based economy, higher
education has increasingly become the surest way out of poverty.
You talked a lot already about the goal of coming out of poverty.

Now, more and more jobs are looking for workers that graduate
with master’s degrees and doctorate degrees, respectively. Twenty-
two percent and a 20 percent increase in the number of those.

We are hearing about proposals that would limit graduate stu-
dents from accessing Federal dollars. What can the Federal Gov-
ernment do to continue to provide access to capital for individuals
wanting to pursue graduate degrees?

I actually served as Secretary of Labor in my State, so I under-
stand the correlation between education and jobs, and also, I was
pleased to hear the conversation about labor market information as
well and connecting that to what we are doing at the university
level.

Can you talk a little bit about that? Anyone on the panel. We
have 53 seconds.

Mrs. COPELAND-MORGAN. I would just say, historically, grant
programs have been targeted to undergraduates and less invest-
ment has been made at the Federal level through the Federal loan
programs for graduates. And if we’re going to meet the techno-
logical advances and the ingenuity that’s needed for our society
today, we have to provide a financial investment way, a pathway,
for students to continue their education so they can get those grad-
uate degrees and become productive, contributing members of our
labor market in that regard.

Ms. BLUNT ROCHESTER. Other members?

Ms. CoNKLIN. I think I want to echo what the chairman said ear-
lier about simplification does not equate with cutting in the per-
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spective that I have, and that this Technical Panel I represent here
today has.

We recommend again one set of annual and aggregate loan limits
for graduate students, and they increase. So, you could borrow
$90,000 through the Federal program to support your graduate
education and training. That would be added to your under-
graduate loans, for a maximum of $125,000. That would be the new
umbrella that we’re offering.

Ms. BLUNT ROCHESTER. Thank you. I yield back.

Chairman GUTHRIE. Thank you for yielding back. I recognize Mr.
Grothman for 5 minutes to ask questions.

Mr. GROTHMAN. Sure. We mentioned the Pell grants a little bit
before, and maybe I will direct this to Ms. Conklin, but anyone else
can jump in if they want.

I think the Pell grant program and other programs have been
subject to criticism even when I was in college by the middle class.
People get tired of the American government hating the middle
class, and they have to kick in for their kids’ programs, so their
kids have to take out loans. Well, maybe kids from some other fam-
ilies seem to get things for free.

Do you think one way to deal with this problem would be to say
no Pell grants in your freshman year? At least for the freshman
year have the kids who are not in the middle class take out loans
like the kids in the middle class already have to, and that way you
could make sure that everybody who is going to college, after they
at least get through the first year, are more serious about college.
Do you think that would be a fair thing to do?

Ms. CONKLIN. Congressman, I think what you’re asking is if
there is a Robin Hood effect in higher education, where middle
class and upper middle class people are paying for poor people, and
who aren’t ready for college. Am I understanding your question?

Mr. GROTHMAN. Well, just the unfairness, the resentment. I
know in many ways in this country we hate the middle class. We
love the rich. We love the poor. We hate the middle class.

Sometimes they use these Pell grants for goodies and electronics,
and they resent the fact that by doing it right, their kids are penal-
ized.

Ms. CONKLIN. One thing that we struggle with is the Pell grant
is a tangible voucher and it’s a target. I grew up in California,
went to a public college. Keeping tuition low in a State is the larg-
est subsidy of middle-class students we have in the State of Cali-
fornia. Keeping the University of California affordable and acces-
sible is a very large middle class subsidy.

So, the middle class in California as part of higher education is
heavily invested in it. At the University of California at Berkeley,
where I think one of our members is a graduate, the average fam-
ily income is higher than Stanford, but tuition is heavily subsidized
by public taxpayers.

So, I think the middle-class angst is targeting a Pell grant pro-
gram, which was shown to be pretty effective at getting students
to enroll, when really the hidden subsidy to middle class is we keep
our public tuition low.
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Mr. GROTHMAN. I think that subsidy sometimes leads us to ex-
cess academic staff, but I suppose it also—you did not say benefits
the students. Again, I am going to come back.

Do you think it would be fair—if tuition is low for everybody,
would it be fair? Right now we have an unknown number of people
who are getting Pell grants who will not graduate, and I think to
make sure that we are not wasting the money, it might not be a
bad idea to have people at least in the first year take out loans
rather than grants. That was kind of my question.

We will move on to the next question. I received anecdotal evi-
dence in my district of people not getting married because, of
course, if you do not get married, it is easier to be in poverty and
get Pell grants. Would you care to comment on that? Anybody can
comment on that. I have heard it from several people. You are the
experts.

Ms. SOUCIER. I'd be happy to comment on that. People are mak-
ing personal decisions based on financial aid eligibility. We know
that. We know people who have gotten divorced because it would
be more beneficial for those students to qualify for aid. Is that what
you’re asking?

Mr. GROTHMAN. Exactly. Is that not horrible, the way our gov-
ernment—like Karl Marx said, we just want to destroy the Amer-
ican family?

Ms. SOUCIER. Again, it goes back to your comment about the
middle income, who feel like they’re not getting treated as well in
terms of Federal funding. It goes back to that.

If you have two middle-income families come together, they don’t
qualify for aid, but a single parent would in that same cir-
cumstance. So, they’re making that decision based on qualifying for
eligibility.

Mr. GROTHMAN. I will give you one more question, just to make
sure we are on the same page here. As I tour my trade schools and
see people want to become a carpenter’s apprentice when they are
28, after they realized their college degree was a waste, or people
go back and become welders when they are 33, college was a waste.

We all agree that we have too many people going to college now.
You all agree with that?

Mrs. CONKLIN. What’s the definition of “college?” As I use it, it’s
any education and training after high school. It’s that air-condi-
tioning certificate program. That’s college to me.

Mr. GROTHMAN. Let me put it this way, do we have too many
people going to 4-year college?

Mrs. CONKLIN. We are under producing certificates in this coun-
try in sub-associate credentials.

Mr. GROTHMAN. In other words—

Mrs. CONKLIN. We need to create really good pathways to
those—

Mr. GROTHMAN. Could you just say it for me?

Chairman GUTHRIE. Your time has expired. I would like to recog-
nize Mr. DeSaulnier for 5 minutes for questioning.

Mr. DESAULNIER. Thank you, Mr. Chairman. I want to thank you
and the ranking member, a proud graduate of the University of
California at Berkeley, Ms. Davis, for this hearing.
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I cannot think of many things that for the long-term health of
this country is more important than figuring this out. Coming from
the Bay Area, what I get from both researchers and people from
the private sector, as opposed to the last interchanges, more people
who have bachelor’s degrees and graduate degrees in a knowledge-
based economy that requires people who can move and think and
contribute to innovation, certainly that we get in the San Francisco
Bay Area.

One of the challenges, it strikes me, as a father of two kids who,
fortunately, are out of college and are done with their student debt,
but still struggle with kind of making the income that was avail-
able in my generation, is this perfect storm of access for kids who
really work hard, to all of your comments, particularly disadvan-
taged.

I was at Berkeley last week, and I have heard this over and over
again, and Mrs. Copeland-Morgan, because you are in a high cost
area, and maybe Ms. Conklin, the cost of housing, the external
costs.

So, a lot of these kids, and it is CSUs in East Bay, they are put-
ting more capital improvements in our community college that at-
tract kids to go to school and stay, but the CSUs are not providing
dormitories and housing. So, you get speculators in a high-cost area
where the cost of housing is going up more and more.

I have a bill that is getting some support from the other side that
in the dangers of overstating this to make sure it is used right, but
for kids who cannot afford the housing costs to be at Berkeley or
UCLA, are you seeing that?

At least anecdotally, I am getting that a lot from students, both
at CSUs and UCs. They can afford the tuition, but if they had more
flexibility through Pell grants and financial aid, they could get
cheaper housing off campus if they had access to financial aid for
that.

Mrs. COPELAND-MORGAN. Certainly, the cost of living in some
States is exorbitant, even for nonstudents. Our focus is on helping
students to make wise financial decisions, and again, acceleration
of their time to degree through programs like the year-round Pell
grant program, through our Perkins loans, and other kinds of
things.

The institution is very involved with the community and trying
to find housing. That is for all of our campuses, affordable housing
for students. Students are willing to do what they need to do to get
their education, so it’s not unusual that a student will have four
roommates so they can keep borrowing down and be close to the
institution, or on our campuses, so they can manage the edu-
cational costs. I think students’ primary goal is to be a student, to
get their degrees and graduate.

I think, again, we have been talking about ways of simplifying
the process, which is key. I'd love to see a 4-year award letter for
low-income students because their income doesn’t change over
those 4 years, and I'd love to see a continuation of funding like the
ACA for the campus-based programs, so that we can continue to
put more counselors on the ground to address the kinds of concerns
you’ve raised here today.
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Mr. DESAULNIER. I have read articles about this with CUNY as
well. Obviously, New York, it is a high-cost area. Ms. Conklin—it
strikes me, part of it, that if you were going to give more flexibility
for housing, the oversight to make sure that it is done efficiently
and effectively and not abused would be a challenge.

Ms. CONKLIN. I'm not prepared to comment on those oversight
issues with any expertise, but I will compliment you on this under-
standing you have that the total cost of attendance, particularly for
low- and moderate-income students in high-cost areas, is a huge
barrier to retention.

I can commend to you something Lumina Foundation has cre-
ated. They are working with a number of university systems
around the country. I am going to call it “beyond financial aid,” but
it is the idea of how do you start them at the Federal level if your
foundational single grant, single loan program, how do you then
make sure that institutions and their communities are accessing
means tested benefits, food banks that are local, shelters? That
there is a set of resources that students, particularly nontraditional
students, need to know about, and it is the responsibility of a com-
munity to come together to share those.

I want to say it’s not just a Pell grant and paying for tuition that
will make a difference in student success.

Mr. DESAULNIER. It resonates with me personally. When my dad
lost his job when I was a freshman in college, I could put together
the money for the tuition, but I could not for room and board. It
was easier to do it in Worcester, Massachusetts, than in the Bay
Area, Los Angeles today, than it was in the 1970s.

When I hear these kids have done everything right and they get
accepted, they are 4.0s, and they cannot afford the cost of housing,
and they live on sofas with other friends and then leave because
they cannot afford it, it just seems to be a striking example of how
we need to be adaptable.

Thank you, Mr. Chairman.

Chairman GUTHRIE. Thank you. The gentleman yields back. I
have to correct the record. Earlier, I guess I said our ranking mem-
ber was from UCLA. She is California, but the Berkeley campus.

Mr. DESAULNIER. That is a big mistake.

Chairman GUTHRIE. I now recognize Mr. Courtney for 5 minutes
for questions.

Mr. COURTNEY. Thank you, Mr. Chairman. Thank you to the wit-
nesses, really thoughtful hearing today; some good ideas in terms
of moving forward finally with reauthorization of the Higher Edu-
cation Act.

If you drill down in some of the testimony, you can actually find
a few areas of overlap that is unexpected and helpful, and obvi-
ously there are some issues that we really do have to make some
decisions on.

Dr. Chingos, I am pleased to see that on page 6 of your testimony
where you said the student loan program should break even fiscally
and not make profits off of students.

This morning’s 10-year Treasury notes, in other words, the
amount of interest that the government is going to pay on a 10-
year note, is 2.44 percent. We are still in a place right now where
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the government is collecting legacy interest rates from 10 years ago
which far exceed 2.44 percent.

People, obviously, who do not have equity to refinance those
loans again are really kind of helpless in terms of being able to
take advantage of a low-interest environment. That has been, you
know, the reality of our economy for a number of years.

The Bank on Students Emergency Loan Refinancing Act, which
was introduced last year by myself and Senator Warren, would
have actually given people an opportunity to refinance down, and
CBO estimated that about $50 billion would be saved for borrowers
who were still paying some of these legacy loans.

It would not be loan forgiveness. It would not be discharge of the
debt. It would just simply, I think, align this debt burden with
other forms of consumer debt.

It will be introduced again in this Congress, and again, hopefully,
we can get strong support on that if the Higher Education Reau-
thorization Act is submitted.

The other issue which I wanted to just touch on a little bit is the
issue of public service loan forgiveness, which, again, there is some
disagreement between some of the testimony today.

Mrs. Copeland-Morgan, in your testimony you expressed support
for public service loan forgiveness. Just to take an example of the
National Health Service Corps, which again is a very strong incen-
tive to serve in underserved areas as an example, maybe you could
sort of talk about the benefits of that program from your experi-
ence.

Mrs. COPELAND-MORGAN. Thank you, Congressman. I do disagree
with my colleagues about loan forgiveness for public service. I
think it’s a good thing. The examples that were mentioned that are
concerns I think can be addressed within current legislation.

We need to find ways of encouraging young people to go into
these large areas of need within our States and within their com-
munities. I think there is evidence that those programs are work-
ing, and again, I think overall, when we hear about those areas
where there are some small problems, we need to make sure we
don’t allow those to be distractions to what is overall a solid pro-
gram, and a very small program in the large scale of what we’re
talking about here in higher education.

Mr. CouRTNEY. Thank you. I could not agree more. The mental
health bill, which we passed at the end of the last Congress and
was signed into law by President Obama, one provision in it was
to actually extend National Health Service Corps’ loan forgiveness
to pediatric and adolescent psychiatry, which in the wake of Sandy
Hook — I'm from Connecticut—you know, it was a bitter lesson
about the fact that this is one of the most critical areas of our
healthcare system that is just alarmingly understaffed across the
country.

The problem is the reimbursement. If you are a graduating med-
ical student wanting to go into psychiatry, there is this disparity
if you treat kids versus adults.

If we do not do something about it, we are going to see more of
these problems proliferate out there. And you talk to people in pre-
school and K-5, I mean that is again a really alarming trend in
terms of young kids who are experiencing that.
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Again, it was great to see bipartisan support for that loan for-
giveness effort to address something that as a Nation we really
have, I think, a moral duty to perform.

Again, if there are fixes needed in the programs, let us deal with
that. Let us not just eliminate what I think has been a really
healthy way to get underserved occupations as well as regions of
the country, critical public service jobs. And with that, I yield back.

Chairman GUTHRIE. The gentleman yields back. We have from
the full committee with us, who is very interested in these issues,
we worked together on these in a very bipartisan way, Ms.
Bonamici. You are recognized for 5 minutes for questions.

Ms. BoNAMiIcI. Thank you very much, Chairman Guthrie and
Ranking Member Davis, for holding this hearing, and for allowing
me to join your subcommittee today. This is an issue my constitu-
ents in Oregon care about a lot.

I am someone who worked my way through community college
2 years and 2 years at University of Oregon, and 3 years in law
schgol. I did that all with a combination of loans, grants, and work
study.

When I graduated, I went into public service, not to a private
firm, but I still had little difficulty repaying my student debt. That
experience is less common today. As we know, more students are
borrowing, they are borrowing larger amounts, and at the same
time, there are millions of students, many of whom were for some
reason or another unable to complete their programs, and they are
behind on their payments or they are in default, which is causing
an enormous drag on our economy.

We face a lot of challenges, and I hope that this committee will
take a comprehensive approach to making higher education acces-
sible and affordable.

I wanted to follow up on the comment that was made about bet-
ter, more frequent information from our panelists. I am pleased to
partner with Chairman Guthrie on the Empowering Students
Through Enhanced Financial Counseling Act, long title, but impor-
tant piece of legislation, that will help students with better infor-
mation, more frequent information, and help them limit borrowing
and plan ahead for repayment.

So we have a pretty long list, strengthening Pell grants, simpli-
fying loan repayment and access, providing evidence-based support
to students to help with completion rates, especially for the first-
generation students. We have some great model programs out in
Oregon in that regard.

Students who are parents, students with disabilities, students re-
turning from the workforce, veteran students. There is a long list.

I just want to also make a comment about the income-driven re-
payment discussion that I have heard here today. There are bipar-
tisan efforts. I have the SIMPLE Act that is a bipartisan piece of
legislation to get more people into income-driven repayment and to
keep them there. It’s an annual recertification that can sometimes
get people out. We are working on that again in a bipartisan way.
That is an important piece as well.

I really wanted to talk about the Federal work study program
today. As someone who greatly benefited from it myself, I know
that work study can give students valuable real-world experiences,
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reinforce what they are learning in the classroom, and the program
requires a match from employers, so we see Federal funding go fur-
ther.

So I was, needless to say, disappointed to see the President pro-
posed a budget that would significantly reduce Federal work study
investment.

Mrs. Copeland-Morgan, how can the Federal Government main-
tain flexibility in the work study program while also helping insti-
tutions connect more students with work-based learning opportuni-
ties that align with their interests and career goals? I want to ask
another question, too.

Mrs. COPELAND-MORGAN. Thank you for the question. Let me
just state for the record that I got into education being a Federal
work study student, working in financial aid for 4 years as a stu-
dent.

The Federal work study program is one way of bringing parity
for internships, work experience, and other things. It reduces the
cost of students working. It retains them on campus because they
are in generally the academic environment. Certainly, more fund-
ing in work study, we’d love to see that. I think this is a bipartisan
issue.

We have seen that work study aids in retention. Certainly, our
community partners which— the Federal work study program al-
lows us to partner with community-based organizations to employ
students, to help do some of the work that youre talking about
here today, outreach work, getting the word out about financial aid,
job location development program.

I think the real issue is we have to make a greater investment
in these programs that work, and Federal work study is arguably
one of the best along with the Pell grant.

Ms. BoNawMicl. Thank you. I am glad you mentioned internships
because we see it is a real equity issue. Some of the affluent stu-
dents can do a prestigious internship, but students with more mod-
est means cannot. That is a place where work study can help.

I know Representative Allen earlier asked a question about the
formulas for allocating campus-based aid to institutions, and those
formulas have changed very little since the 1970s, and that was a
long time ago. Some of my colleagues probably were not born.

For the work study program, the majority of the funding is dis-
tributed to institutions based on how much they received decades
ago. I know Ms. Conklin explained our neediest students are often
left out by this formula.

Mrs. Copeland-Morgan, how can work study funding be allocated
more equitably?

Mrs. COPELAND-MORGAN. Let’s get rid of the base guarantee in
the campus-based program. We’ve been talking about this since I've
been in the profession. To make it more modern and distribute
those dollars where the lowest income and neediest students are.
We can’t do that without making a greater investment in the pro-
gram.

Ms. BoNnaMicl. Thank you very much. My time has expired.
Again, thank you, Mr. Chairman and Ranking Member, for allow-
ing me to join you today.
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Chairman GUTHRIE. Thank you for being here today. The
gentlelady yields back.

Seeing no other members present for questions, I would like to
again thank our witnesses for taking the time to testify before the
subcommittee today.

I now recognize Ranking Member Davis for any closing remarks
she may have.

Mrs. Davis. Thank you, Mr. Chairman. I also thank you very
much. I think it has been a good and strong discussion, and a lot
of contributions all the way around in terms of some of the things
that we actually can change without hurting students and fur-
thering their education. That is really the bottom line for me, it
has to help rather than hurt.

I also wanted to put into the record the article Mr. Courtney had
regarding mental health. I want to place that.

Chairman GUTHRIE. Without objection.

Mrs. DAvis. I did hear some consensus, as a number of people
mentioned. It is a great first start, Mr. Chairman, and I certainly
hope we can come back together and look at some of the details
and some of the best practices so we actually can do something
that is going to make a difference. Thank you.

Chairman GUTHRIE. Thank you. I appreciate that. I just want to
close with these comments. You know, we are looking at simple,
how to make it easier, how to make it more simple.

I mentioned I have a couple of children in college now, going
through those kinds of programs. We need to make it simple, but
we do need accurate data. I think Mrs. Copeland-Morgan said we
need to make sure we have accurate data.

I had somebody say the other day what if we made it so simple
for Federal, then the campuses that do campus-based aid would
have to have separate forms. We do want to make it easier for peo-
ple to use.

The year-round Pell, something I am very interested in, was
talked about. It is not to accelerate because of 2—1/2 years of college
versus 3 or 4, it is cheaper, which it is, that is obviously true.

I worked in manufacturing before, and I saw a lot of people that
needed to go back, were qualified, needed, and wanted to go back
and get a secondary education. But when you are 18 to 22 and
know your parents are there for you, it is easier. When you are 30
and you are a parent and you have maybe two or three children,
an example I know, just the idea that it is going to take me 4 years
to get somewhere, it is very difficult for people to do. But if you
can spell out some things we can look at in accreditation for life
experiences, and get somebody into that 2—1/2-year timeframe, it is
something that is doable, and we want to encourage that.

This has been very informative for me. I appreciate the ranking
member and all the members’ questions and the witnesses.

And without objection, there being no further business, the com-
mittee will stand adjourned.

[Additional submission by Ms. Adams follows:]
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March 20, 2017

The Honorable Brett Guthrie, Chairman

The Honorable Susan A. Davis, Ranking Member

Subcommittee on Higher Education and Workforee Developmient
Commistee on Education and the Workforce

U.S. House of Representatives

Washingron, D.C. 20515

Dear Chatrman Guthrie and Ranking Member Davis:

As the Subcommittce on Higher Bducation and Workforee Development considers ways to
improve federal student ald to better meet the needs of students, T want to offer the views of the
UNCE (United Negro College Fund), which has raised over $4.6 billion in our 73-year history to
support college success for minotity students. Improving federal student aid programs authosized
under Title IV of the Higher Education Act is of eritical impottance to the nation’s 101 accredited
histotically black colleges and universiies (HBCUs), including UNCF’s 37-member private
HBCUs.

HBCUs annually enroll approximately 300,000 students — primarily students with Hmited means
who are underprepared for college ~ but produce graduates and leaders who are able to compete
in the global cconomy.  HBCUs enroll about 10 percent of the nation’s African American
undergraduates, but produce nearly 20 percent of Aftican Americans who complete bachelor’s
degrees and 25 percent of those with bachelot’s degrees in STEM fields. A 2015 Gallup report
found that 55 percent of black HBCU graduates said that their college prepared them well for
post-college life compared to 29 pereent of black graduates of other ingtitutions. More recently, a
Brookings Institute study concluded that HBCUs do the best job in “vaulting the lowest-income
kids into the top quintile as adults.” HBCUs accomplish these results at an affordable cost 1o
students that is nearly 30 percent less than other four-year colleges and universities, and with fewer
resources avatlable to them.

The Importance of Federal Student Aid

Federal student aid s increasingly imporiant to the ability of HBCUs to train the skilled workforce
that the nation needs.  Approxmately 70 percent of HBCU students receive Pell Grants and 78
percent receive federal student Ioans to attend college. Over 80 percent of HBCU stdents are
African American students.  For Aftican American students, who lag behind neatly every racial
group on college attainment, federal college assistance is crucial for their upward mobility in out
society.

Yet, we are not making enough progress on African Ameriean college atiainment and that lack of
progress is related to the availability of financial assistance for college. Research and UNCEs own
experience suggest that money matters for college access and success. And it matters most for
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African American families who generally have lower assets and incomes that limit their ability to
contribute toward college expenses. In the past decade, the wealth gap between whites and blacks
has increased from sevenfold to thirteen fold. Drawing on data from the Survey of Consumer
Finances, the median net worth of a single pareni white household is twice that of the zwo-parent black
household.

The federal student aid process must be strengthened, streamlined, and simplified to maximize its
effectiveness. However, streamlining and simplifying federal student aid should not mean cutting
back on vital federal assistance for the most valnerable students who need the most help.

The Need for a Robust Federal Investment in Pell Grants

Federal financial assistance targeted to low-income students has not kept pace with the need. The
Pell Grant progtam is the single largest source of federal scholarships for students who lack the
financial means to pay for college; over 7.6 million students receive Pell Grants. Nonetheless, in
the 2016-2017 school vear, the maximum Pell award of $5,815 paid, on average, only 29 percent
of the average cost of attendance at a four-vear public college and only 13 percent of the average
cost of attendance at a four-year private, nonprofit college — the lowest share in the bistory of the program.

A more robust federal investment in Pell Grants would enhance college access, improve college
outcomes — both persistence and degree completion — and lower student debt, which is a crists for
students at HBCUs. According to a recent UNCFE study, Fewer Resurees, More Debt, stadents at
HBCUs borrow loans at greater rates, borrow greater amounts, seek loans from more costly
sources and encounter more obstacles repaying their loans, despite attending lower cost
institutions. For instance, in 2012, a quarter of IIBCU bachelor’s degree recipients borrowed
$40,000 or more, which 1s four times the rate of their non-IIBCU peers who borrowed this same
amount.

The Pell Grant should be the equalizer for students with limited means, and there are a number of
ways to make Pell Grants work better for them. Here are a few suggestions:

*  There 13 an mmediate need to restore year-round Pell Grants that enable students to finish
college faster and with less debt; as well as to raise the maximum Pell Grant and index it to
account for infladon.

*  Over ume, Congress should double the current maximum Pell award to approximately $12,000
to support roughly 60 percent of the cost of attendance at a four-year public university and
continue a cost-of-living adjustment for the award.

*  The Pell program can be moderntzed to incentivize on-time completion, such as providing
support for dual enrollment programs, extra Pell funds for students who take 15 credits per
semester instead of 12 credits, and incorporating flexibility for students to use Pell funds across
award years. All of these reforms could help students finish faster, on time and with less debt.

*  On the other hand, Congress should recognize that some students — such as those requiting
remedial education and nontraditional students attending part-time — take longer to earn their
degrees. To accommodate these students, Congress should extend or repeal the 12-semester
Pell Grant cligibility limit.
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Campus-based Aid Leverages Additional Resources for Low-Income Students

The campus-based aid programs — Supplemental Educational Opportunity Grants (SEOGs),
Federal Work-Study funds and Perkins Loans — leverage significant additional resources for low-
income students because institutions must provide matching funds (at least 25 percent of the
federal award). These programs also enable insttutions to assist students who have reached Direct
Loan botrowing limits and lower student loan debt. UNCF encourages the Subcommittee to
continue to support these valuable programs and to revise their allocation formulas to target aid
o colleges serving high proportions of low-income students.

More than 55,000 HBCU students — approximately 22 percent of HBCU undergraduates — rely on
SEOG average awards of $600. SEOGs continue to be a critical component of the federal student
aid portfolio for HBCUs because these grants make exceptionally needy Pell Grant recipients the
priority for supplemental assistance.

Federal Work-Study funds benefit over 26,000 HBCU students with average awards of about
$1,700, providing them an opportunity to work reasonable hours to earn money to pay tuition and
living expenses.  Recent pescarch by Teachers College at Columbia Untversity affirms that the
Federal Work-Study program has positive long-term impacts on persistence, graduation and post-
college employment, particularly for low-income students. Work-study jobs are a valuable way for
African American students to gain workplace skills that prepare them for future jobs and careers,
helping to address the problem of under- and unemployment in Aftican American communities.

About one-third of all HBCUs participate in the Perkins Loan Program. As a result, over 10,000
HBCU students receive Perking Loans that average $2,200 per award. With a fixed 5 percent
interest rate, Perkins Loans are more desirable than more costly private loans or Parent PLUS
Loans, Moteover, Perkins Loans provide an important loan cancellation benefit for students who
go 1nto public service fields, such as teaching, nursing, law enforcement, child care and the military.

Student Loan Reforms

Even with Pell Grants and campus-based aid, student loans will remain a critical component of
college financing for many low-income students. However, much more could be done to redesign
and improve federal Direct Loans and loan repayment options to reduce borrowing costs and to
make loan repayment more manageable for students and parents.

Direct Loans are too costly; their origination fees should be eliminated completely and interest
rates should be lowered so that the federal government does not generate excess tevenues at the
expense of low-income families. Proposals to eliminate subsidized Direct Loans, by charging low-
income students interest while they are in school, would be a move in the wrong direction, costing
students thousands of dollars 1 a program in which the federal government already i1s making a
profit.

The Parent PLUS Loan program provides unsubsidized loans to parents of dependent
undergraduates, after a credit check, to help eligible parents mect college expenses after other
sources of federal student aid are exhausted. While some have proposed the climination of Parent
PLUS Loans in the name of streamlining federal student loan programs, we urge that the program
be “repaired, not repealed.”  When the U.S. Department of Education unilaterally tightened the
Parent PLUS Loan credit requirements in October 2011, we learned just how critical these loans
are to college access for hundreds of thousands of students across the country, and especially to
students at HBCUs. Today, approximately 39,000 students at HBCUs — approximately 15 percent
of all HBCU undergraduates — depend upon Parent PLUS Loans to meet their college expenses,
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and another 8,600 HBCU students — approximately 23 percent of all HBCU graduate students —
receive Graduate PLUS Loans to help them finance advanced studies.

The elimination of Parent PLUS Loans would almost certainly lead to fower students enrolling and
staying in college and undermine the financial stability of HBCUs unless replaced by better student
aid options, such as a swbstantial increase in Pell Grants and campus-based aid, and an increase in
borrowing limits for subsidized and unsubsidized Direct Loans.  Graduate PLUS Loans are
essential 1o help meet the demand for individuals with advanced educational credentials and to
ensure access to education throughout the K-20 pipeline.

While Parent PLUS Loan regulatory reforms wete put into place in March 2015 by the U.S.
Department of Education after a negotiated rulemaking process, statutory modifications could
improve the program for parents who sacrifice by taking on loan debt to invest in their child’s
cducation.  Among key improvements would be climinating the origination fee and lowering
interest rates, currently at 4.272 percent and 6.31 percent, respectively, for the 2016-2017 academic
vear. A more robust loan counseling requirement should be incorporated into the program so that
all participants borrow only what is needed, know the loan terms and conditions, and fully
understand their repayment obligations. Finally, an income-driven repayment option should be
provided that not only will benefit parents, but also will reduce complexity in the federal education
loan programs by aligning repayment options across loan programs. Congresswoman Marcia
Fudge (D-OH) introduced HL.R. 4661 in the 114% Congress incorporating some of these reforms.

In fact, building a smarter, simpler and single income-based system for the repayment of all federal
student loans should be an urgent priority. Congress should move forward to modernize and
streamline the confusing and complicated menu of at least eight repayment plans — all with
different eligibility guidelines and terms — into a single income-based plan as the default option for
all borrowers, both students and parents. While implementation details would need to be studied,
such a program would make student loans more affordable, serve as an insurance mechanism to
protect borrowers duzing periods of unemployment, benefit taxpayers by eliminating defaults and
lift the butden of student loan collection from HBCUs, which face sanctions if cohort default rates
become too high.

Streamlining and Simplifying Federal Student Aid

Fiest among needed streamlining reforms is simplifying the Free Application for Federal Student
Assistance (FAFSA). The complexity of the 108-question FAFSA acts as a major barrier to college
entry and success for low-income students.  According to the U.S. Department of Education, two
million students leave Pell Grants on the table because their families do not complete the FAFSA.
Streamlining the FAFSA, as others have recommended, could result in more low-income students
applying to college and receiving need-based grants.

The recent actions by the US. Department of Education and the Internal Revenue Service (IRS)
to discontinue online access to the IRS Data Retrdeval Tool, a critical tool for streamlining the
FAFSA process, 1s a major setback and could negatively impact thousands of low-income students
who are currently applying for financial aid for the 2017-18 academic year. We applaud this
Committee’s efforts to obtain prompt answers from the Administration on how this problem will
be remedied, while protecting students” and parents” secutity and privacy.

Students and their families need earlier and better information about federal student aid. A recent
report from the National Center for Education Statistics found that one in five undergraduate
students did not seek out any form of financial aid — federal, state or institutional ~ to attend
college, leaving billions of federal financial assistance behind because they believed that they were
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ineligible.  Students should receive information about college as eatly as elementary school and
federal financial aid counseling in secondary school to boost financial aid awareness and college-
going rates. Moreover, students and families need more personalized counseling and
individualized assistance to complete the FAFSA. The federal government can streamline this
information and programs such as TRIO and GEAR UP can provide the needed support.
Additionally, students receiving means-tested federal benefits, such as under the Supplemental
Nutrition Assistance Program (SNATP), Medicaid and Supplemental Security Income (SSI)
program, should be able to automatically qualify for a zero Lxpected Family Contribution (EFC)
to receive maximum Pell Grants. This would also allow the federal government to notify students
of their eligibility carlier.

Congress should allow low-income students to establish federal student aid eligibility for more
than one vear to eliminate the need for them to reapply each year, as their financial circumstances
don’t change significantly from year to year. A review every two years, with financial aid officers
applying professional judgment on a case-by-case basis, would streamline the process and alleviate
the burden on low-income families. Ranking Member Bobby Scott introduced a bill (H.R. 5784)
in the 114% Congress, the File Once FAFSA Act of 2016, which would move policy in this
direction.

Congress should also consider revising the federal needs analysis to better target federal aid to low-
income students. One way to do this would be to incorporate a negative EFC for the poorest
students whose families have no assets.

In addition, the income verification process — which requires students to provide additional
documentation regarding their income status affer the FAFSA ds complered — can be another
challenging hurdle for low-income families. These procedures can block students” access to

ssential financial aid if they are unable to successfully navigate this process. A study by The
Institute for College Access and Success found that most of the students that the U.S. Department
of Education flags for income verification are Pell-cligible students; vet there s evidence that few
Pell students see a change in their aid eligibility due to the income verification process. Thus, the
verification requirements simply require Jow-income students to prove repeatedly that they are
poor and burden HBCUs and other institutions with additional compliance costs.

Conclusion

A college education remains the single most important strategy for opening the door to economic
opportunity for low-income and minority students. HBCUs have been working for over 100 years
to provide educational opportunities to these students who our nation most needs to earn college
degrees. UNCF and our 37-member HBCUs look forward to partnering with you to increase those
opportunities through a robust, effective and efficient federal student aid system. All of the Titde
IV federal student aid reforms discussed in this letter would make it casier for HBCU students and
their families to get the college financial assistance they need.

Sincerely,

Michael 1. I,,omax,/PhAD.
President and CEO
UNCF

ce: Members of the Educarion and the Workforce Committee
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[Additional submissions by Ms. Copeland-Morgan follow:]
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In 2015-18, UC students received $1.68 in federal need- and non-need based support. Figure 1 shows
some select statistics about programs that support UC students.

Figure 11 University of California Participation in Select Federal Finaricial Aid Programs

Program Awards Reciplents % with Aid Average Award
Pell $376,312,513 84,162 40.2 $4,471
SECG 811,773,181 15,628 7.5 $753
Perkins Loans $24,879,151 18,303 7.8 $1,526
Direct Loans - Subsidized $306,361,382 73,571 35,1 $4,164
Direct Loans - Unsubsidized $143,815,468 46,942 22.4 53,064
PLUS $200,128,500 14,073 6.7 $14,221
Work Study $22,233,971 12,834 8.1 $1,732
Qthet Federal (Mostly VA} $33,174,052 1,950 0.9 $17,010

Program Awards

Average Award

Recipients % with Aid
Federal Gift Aid $93,452,882 3,242 6.3 528,829
Federal Subsidized Loans™? $17,106,293 2,608 5.1 $6,558
Grad PLUS and Unsubsidized $416,698,757 12,360 24.0 $33,712
Work Study $3,355,901 824 186 $4,072
Other Federal {Mostly VA} §22,470,553 723 1.4 $31,092

Source: Student Affairs Financial Ald inventories

UC Unn LATES B

Federal financial aid is not the only way that UC students finance their education. Figure 2 below shows
that need-based grant from the State of California {$840M) and the University {$766M) significantly

supplement federal Pell grants for undergraduates.

*includes Perkins Loans and Health Profession Loans
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THaT CovER TWTIoN

Most California residents receive enough grant and scholarship to fully cover their systemwide tuition
and fees (58%). Another 15% of undergraduates receive partial coverage. See Figure 3 below.

Figure 3: Coverage of Tuition by Gift Ald, California Undergraduates

@ Full Coverage
i Partial Coverage

i No Coverage

Source: UCOP Corporate Student System

UG ENRots A Lagss Provormion oF Lowd

UC enrolls a large proportion of low-income students relative to its peer institutions, Figure 4 below
shows the comparison information for the most recent year available.
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Figure 4: Pell Grant Reciplents at UC and Other Research Universities, 2013-14
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UC not only enrolls low-income students at high rates, but it graduates them as weil,

o  Pell grant recipients who entered as freshmen are less likely to graduate in four years, but at the
six-year mark, their graduation rates are comparable to those of non-Pell recipients. Transfer
students show a similar pattern. See Figure 5 below.

» Differences in graduation rates largely disappear when we control for academic preparation.

Figure 5: Graduation Rates, Freshmen and Transfer, Pell Status

100%
20%
80%
70%
60%
50%
40%
30%
20%
10%

0%

& Non-Peil
@ Pelt

Source; UC Accountability Report, 2016
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The average time taken to earn a bachelor’s degree at UC has decreased fairly steadily since

1994. Students entering as freshmen take an average of 4.1 years, which is about 7 percent less than in
1994. For students entering as transfers, the average time to degree is 2.3 vears, about 12 percent less
than in 1994. See Figure 6 below.

Figure 6: Average Time to Degree, Freshmen and Transfers

Berkeley 4.1 2.3
Davis 4,2 24
irvine 4.1 2.4
Los Angeles 4.1 2.3
Merced 4.4 2.8
Riverside 43 2.4
San Diego 4.2 .8
Santa Barbara 4 2.2
Santa Cruz 41 23
Systemwide 4.1 2.3

Source: UC Accountability Report, 2016
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UC average debt upon graduation is less than the national average.

Figure 7: Ave. cumulative loan debt, UC and national comparison
institutions, 2013-14 of i IrEate Program
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Source: UC Accountability Report, 2016

UC campuses have 3-year cohort default rates below the national average for public four-year
universities, See Figure 8 below.

Figure 8: Cohort Default Rates at UC and Public Four-Year Institutions

Berkeley 2.6 3.3 3.8 2.9 2
Davis 3 4.1 3.8 2.7 2.6
trvine 27 35 31 23 2
Los Angeles 3.4 31 2.2 15 2
Merced 2 73 7.3 5.2 3.6
Riverside 4.7 5.3 5.1 43 2.8
San Diego 3 38 29 2.5 2
San Francisco - 0.5 0.3 0.7 0.05
Santa Barbara 2.6 4.3 4.5 4 2.3
Santa Cruz 37 4.2 57 3.4 3.1
Public 4-¥r 7.8 9.3 3.9 7.6 7.3

Source: US Department of Education




97

[Additional submission by Mr. Courtney follows:]
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The next victims of the student debt crisis: Mo and dad

Parental student debt by household income
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[Questions submitted for the record and their responses follow:]
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May 12,2017

Dr. Matt Chingos
Senior Fellow

Urban Institute

2100 M St NW
Washington, DC 20037

Dear Dr. Chingos:
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COMMITTEE ON EDUCATION
AND THE WORKFORCE
1.5, HOUSE OF REPRESENTATIVES

2176 RAYBURN HOUSE OFFICE BUILDING
WASHINGTON, DC 2068156100

ROBERT G, "BOBBY” §COTT, VA
Rantking Member

MINORITY - {202) 22537258
FAX -(202) 226-5398

Thank you, again, for testifying before the Subcommittee on Higher Education and Workforee
Development at the hearing entitled “Improving Federal Student Aid to Better Meet the Needs of
Students” on Tuesday, March 21, 2017.

As a follow-up to your testimony, please find enclosed additional questions for you submitted by
Chairwoman Virginia Foxx after the hearing. Please provide your written responses to Education
Legislative Assistant Caitlin Burke no later than June 2, 2017, Her number is (202) 225-6358

should you have any questions about this request.

We appreciate your time and insight, and we remain grateful for your contribution to the

Committee’s work.

Sincerely,

Gt Hithor

Brett Guthric
Chairman

Subeommittee on Higher Education and

Workforee Development
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airwoman Virginia Foxx (R-NO)

in the federal student loan programs. As we look
ential that we

I am concerned about the impending cost
1o make policy that benefits students, families, institutions, and taxpayers, it is
understand the true costs of the programs we are running and who exactly we are subsidizing. 1
am particularly concerned by the unknown and potentially massive costs of generous income-
based repayment plans and occupation-based loan forgiveness. Can you explain the
complications created by these unknown costs and discuss whether you think these policies are

actually helping borrowers who are struggling to repay?

Can you explain your concerns with the parent PLUS program and what ultimately led you to
suggest its elimination? Do you believe students with financial need can still access a higher
education without this program?
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ROBERT ¢ "BOBBY” SCOTT, VA
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2176 RAYBURN HOUSE OFFICE BUILDING
WASHINGTON, DC 206156160

May 12,2017

Ms, Kristin Conklin

Partner

HCM Strategists

50 8. Steele Street, Suite 250
Denver, CO 80209

Dear Ms. Conklin:

Thank you, again, for testifying before the Subcommittee on Higher Education and Workforce
Development at the hearing entitled “Improving Federal Student Aid to Better Meet the Needs of
Students” on Tuesday, March 21, 2017,

As a follow-up to your testimony, please find enclosed additional questions for you submitted by
Chairwoman Virginia Foxx after the hearing. Please provide your written responses to Education
Legislative Assistant Caitlin Burke no later than June 2, 2017, Her number is (202) 225-6558
should you have any questions about this request.

We appreciate your time and insight, and we remain grateful for your contribution to the
Committee’s work.

Sincerely,

st Hithrer

Brett Guthrie

Chairman

Subcommittee on Higher Education and
Workforee Development
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Chairwoman Virginia Foxx (R-NC)

In your testimony and in HCM’s report, you suggest various options for moving the federal
definition of full-time to 15 credits. One of these proposals is increasing the maximum Pell Grant
50 a student attending less-than full time would still receive the same amount as under the old
definition. Do you think it is an appropriate use of taxpayer funds to incentivize what students
receiving federal funds should be doing anyways — completing college on time?

You discussed the importance of providing incentives for students to complete their program of
study promptly and promoting more intensive enrollment. One of the ways to do so is by
providing students who are accelerating their progress to completion access to Pell Grant funds
over the summer. Can you discuss the importance of requiring students accelerate their time to
completion when drawing down additional Pell Funds? Could year-round Peli without an
acceleration reguirement ullimately result in some students exhausting their Pell Grant eligibility
before they complete their education?
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The Honorable Alma Adams
U.S. House Subcommittee on Higher Education and Workforce Development
“Improving Federal Student Aid to Better Meet the Needs of Students”
March 21, 2017

Question for the Record:

Mrs. Copeland-Morgan, one of the Republican witnesses at the Higher Education and Workforce
Development subcommittee hearing stated their support for the elimination of Parent and Grad
PLUS loans. The witness argued that parents and graduate students have a credit history and
thus, can be well served by the private market. How would eliminating the Parent and/or Grad
PLUS Programs be detrimental to studenis?

Response:

The Parent and Grad PLUS loans both have credit standards, where eligibility is contingent on an
absence of adverse credit. For parent borrowers, elimination of the PLUS program would leave
some without any borrowing options because private lenders ook for strong established credit
and they might not qualify. Further, the interest rates for private loans are typically higher than
they are for the PLUS loans, and some Parent PLUS loan borrowers are eligible for other
benefits, such as public service loan forgiveness or defense to repayment eligibility if needed.

Retaining the ability for all parents to borrow is important, especially for parents who want to be
partners in helping pay for their child’s education. At the University of California (UC),
parents—Ilike all undergraduates—are expected to cover a portion of their educational expenses,
which may be derived from borrowing. If parents do not have access to PLUS loans, they might
not be able to make that contribution.

For graduate students, even at the higher interest rates (compared to Stafford Loans) the ability to
use Grad PLUS loans to borrow up to the total cost of attendance is an overriding reason we
want to keep the safer-than-private Grad PLUS loan option. UC’s financial aid policy is different
for graduate students, where the University strives to attract a diverse pool of highly qualified
students by providing a competitive level of support relative to other comparable institutions.
This competitive support is key because graduate student enroliment is critical to the
University’s research enterprise and helps the state meet its academic and professional workforce
needs. In 2013-14, 64 percent of graduate students received grant or fellowship support
averaging nearly $18,000 per student, in addition to substantial support from teaching and
research assistantships.

However, graduate programs are typically academically demanding and students are generally
not able to pay for school and living expenses - especially if they have a family — through work
alone. In 2015-16, 12,360 UC graduate students (nearly one quarter) borrowed an average of
$33,712 in Grad PLUS and unsubsidized Stafford loans ($416,698,757 in total).
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As with parents of undergraduates, many graduate students would not be able to qualify fora
loan on the private market, but would pass the PLUS credit standard. This means that many
students’ only option to cover living expenses is one or both of the federal loan programs.

Levels of student borrowing differ substantially by professional degree program. Average debt at
graduation and the percentage of students with debt are generally highest for programs with
higher Professional Degree Supplemental Tuition charges (e.g., law) and/or programs that take
longer to complete (e.g., medicine). Academic doctoral students usually qualify for fellowship
awards and research assistanceships. However, Masters students and students in professional
degree programs frequently rely on student loans to finance their education.

Another important feature of Grad PLUS loans UC wants to preserve is the repayment options
available that are not available with private loans (e.g. income-driven repayment options and
public-service loan forgiveness).
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The Honorable Susan A. Davis
U.S. House Subcommittee on Higher Education and Workforce Development
“Improving Federal Student Aid to Better Mcet the Needs of Students”
March 21,2017

Question for the Record:

Mrs. Copeland-Morgan, during the subcommittee hearing, some of the Republican witnesses
spoke about Income Share Agreements (ISAs). What are ISAs and how are these packages
negotiated? Please also provide the advantages and disadvantages of these agreements for
students.

Response:

Income Share Agreements (ISAs) are arrangements where individuals or organizations
(including for-profit companies) cover tuition and fees for a student, who then agrees to pay back
a percentage of his/ her income for a fixed number of years upon graduation. The share of
income and number of years the student makes payments vary by arrangement. The terms can
differ by institution and can vary by other factors, such as the student’s major. The implications
for students who leave school before graduation will also vary by arrangement.

We do not believe this is a broad-based feasible solution for all students, and there are serious
concerns about the arrangements. For example: Programs like this can be discriminatory to
students based on risk factors such as their projected earning power of their majors, the family
income profile of their institution, or other subjective factors that might be used as eligibility
criteria

Other concerns include:

» ISAs require a tremendous investment up front, and a long wait until repayment begins,
which has been a factor in creating these arrangements.

« ISAs are effectively loans against future earnings. These plans could lead to a massive
increase in debt among students, particularly if they change majors or career paths.

< Used on a large scale, these programs could require costly infrastructure investments to
set up a mechanism for repayments, as it could be difficult to get graduates to document
their income and make payments.

+ ISA proposals could lead to reduced public support for higher education, leaving college
accessibility—which should be a public goal—to private entities.
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The Honorable Adriano Espaillat
U.S. House Subcommittee on Higher Education and Workforce Development
“Improving Federal Student Aid to Better Mceet the Needs of Students”
March 21, 2017

Quoestion for the Record:

Mrs. Copeland-Morgan, the Public Service Loan Forgiveness offers loan forgiveness to
individuals engaged in public service afier 10 vears. We 've heard that this program is too costly
and one of the witnesses ut the subcommitiee hearing suggested that people purposefully borrow
high loan amounts because they know they can get their loans forgiven. What would be the
impact of eliminating this program?

Response:

We are not aware that there is any evidence to support the idea that students purposefully and
unnecessarily take out large loans with the intention that they will pursue low-paying careers and
pay back their loans on-time for 10 years, just to have the remaining balances forgiven. At the
University of California (UC), loan eligibility is already limited to the cost of attendance; all new
student borrowers take entrance loan counseling, which emphasizes the need to repay loans; and
in fact, 47 percent of UC undergraduates have no student foan debt at graduation. Of those who
borrow, UC undergraduates have less debt than the national average. In 2015-16, of those who
borrowed, the average debt at graduation was $20,900, compared to the national average of
$30,100.

Students generally decide whether or not to take out loans as they are planning for college and
managing their educational expenses. They typically find out about Public Service Loan
Forgiveness (PSLF) after they have discovered their passion for public service, but the PSLF
Program is also intended to encourage individuals to enter and continue to work full-time in
public service jobs. Students dedicated to careers in public service are relicved to know that if
they must borrow to cover educational costs, they could have some relief in exchange for their
service. At the same time, society benefits from lowering the barriers for our best and brightest to
engage in meaningtul work.
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The Honorable Mark Takano

11.S. House Subcommittee on Higher Education and Workforce Development

“Improving Federal Student Aid to Better Meet the Needs of Students”
March 21, 2017

Question for the Record:

Mprs. Copeland-Morgan, during the HEWD subcommitiee hearing, some members suggested that
student aid has driven the increase in tuition and that universities are irresponsibly using tuition
revene to fund unnecessary prajects. Can you please explain what drives the cost of tuition and
how campuses in the UC systent use their budget?

Response:

A number of the nation’s most respected experts in higher education finance and public policy
have found no convincing, causal relationship between federal aid and college prices at public
and nonprofit colleges. For example:

The nonpartisan Congressional Research Service found: “[There is certainly no
consensus on the existence, and certainly not the magnitude, of [a] causal relationship
between {federal student] aid and price.” A Congressionally mandated National Center
for Education Statistics study also found no relationship between federal grants, state
grants, or student loans and changes in tuition in the public or private nonprofit sectors.

Patrick Callan, president of The Higher Education Policy Institute, stated in his
assessment: “There is little evidence that these means-tested grants are major factors in
the tuition setting decisions of most colleges. If colleges had calibrated tuition increases
to Pell Grants, steep tuition increases would not have been repeatedly imposed in the
years when the grant levels were not raised and tuition would be considerably lower
today. ... Pell Grants are a critical part of the safety net that helps many low-income
Americans enroll in college. In fact, the vast majority of Pell Grant recipients are from
families with incomes below $40,000.”

Sandy Baum, a higher education economist and George Washington University professor
says: “There is no convincing evidence that increases in Pell Grants feed tuition increases
in either public or private not-for-profit shortfalls in state support due to economic
downturns, and students’ institutions. Increases in federal grant funding for low- and
moderate-income students are critical 1o assuring educational opportunities for students
with the most limited ability to pay and critical to the future of our economy.”

For the University of California, there is a direct correlation between the large sustained
shortfalls in state support due to economic downturns, and students’ increased contribution to
tuition and fees. Since 1990-91, the state’s inflation-adjusted contribution per UC student has
declined by 61 percent. Students now pay approximately 46 percent of the cost of education.
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During these same years, it is important to note that UC’s average tuition and fees for state
residents remained low relative to UC’s public comparison institutions. Further, more than half
of all UC undergraduates have their tuition and fees fully covered by grants and/or scholarships.
As a result, the University has remained financially accessible to students at all socioeconomic
levels despite rising costs, as evidenced by our high percentage of Peil Grant students and our
students’ overall low student loan debt.

This achievement is mainly attributable to the University’s approach to student financing, which
is built around an integrated conceptual framework that is used to assess the University’s role in
funding its financial support programs, to determine how undergraduate financial aid is allocated
across campuses, and to guide campuses in awarding aid to individual students and their
families.

This framework, known as the Education Financing Model, is based on four principles:

s UC must acknowledge the student’s fotal cost of attendance: resident student fees, along
with costs related to living and personal expenses, books and supplies, transportation, and
health care.

e Financing a UC education requires a partnership between students, parents, federal and
state governments, and the University.

e To maintain equity among undergraduate students, the University expects all students to
make a similar contribution from student loans and employment to help finance their
education.

o Flexibility is needed for students in deciding how to meet their expected contribution and
for campuses in implementing the Model to serve their particular student bodies.

The University determines funding levels for its systemwide need-based grant program
(institutional aid), allocates funds across the campuses, and sets guidelines for awarding funds to
students in accordance with the Education Financing Model. These funds, unlike funds such as
endowments, are specifically for providing students with access to the University. Campuses are
encouraged to develop additional resources in support of their own enrollment management
goals.

To evaluate the effectiveness of its undergraduate financial aid programs, the University
monitors multiple student outcome measures designed to answer four basic questions:

o s the University financially accessible to students at every income level?

* Do UC students work manageable hours?

* Do students’ financial circumstances affect their academic success?

¢ Do students graduate with manageable debt?

UC data illustrate the effects of these measures, showing that:
o UC remains very successful at enrolling low-income Pell Grant recipients.
¢ While the percentage of UC California resident undergraduates from lower-income
families had increased in recent years, likely reflecting the impact of the economic
downturn and recession on the incomes of UC families in those years, the proportion of
students from lower-income families remained stable between 2012-13 and 2015-16.
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» Nearly half of UC undergraduates {resident and nonresident) at every income level
reported not working. As in past years, however, a small proportion (less than 10 percent)
of students reported working more than 20 hours per week.

¢ Among all undergraduates who enroll at UC with similar levels of academic preparation,
low-, middle-, and higher-income students achieve similar levels of academic success as
measured by persistence, unit completion after two years, and six-year graduation rates.

o The percentage of students graduating with debt declined slightly between 2014-15 and
2015-16, as did the average debt among borrowers. This is true both for California
residents and for all undergraduates.

Among California resident borrowers in every income category, most graduated with cumulative
debt that would require 5 percent or less of their estimated average salary to repay. About 4
percent of all UC graduates in 2015-16 had debt that would require more than 9 percent of their
average salary to repay based on a standard 10-year repayment plan — about the same as in 2014-
15.
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COMMITTEE ON EDUCATION
AND THE WORKFORCE

U.8, HOUSE OF REPRESENTATIVES

2176 RAYBURN HOUSE QFFICE BUILDING
WASHINGTON, DO 206158100

May 12,2017

Ms. JoEllen Soucier

Executive Director of Financial Aid
Houston Community College
13022 Old Windmill Drive
Richmond, TX 77407

Dear Ms. Soucier:

ROBERT G "BOBRY” SCOTT, VA
Rankdng Member

MINORITY - {202} 225-3725
FAX - (2021 226-5388

Thank you, again, for testifying before the Subcommittee on Higher Education and Workforce
Development at the hearing entitled “Improving Federal Student Aid to Better Meet the Needs of

Students” on Tuesday, March 21, 2017.

As a follow-up to your testimony, please find enclosed additional questions for you submitted by
Chairwoman Virginia Foxx after the hearing. Please provide your written responses to Education
Legislative Assistant Caitlin Burke no later than June 2, 2017. Her number is (202) 225-6558

should you have any questions about this request,

We appreciate your time and insight, and we remain grateful for your contribution to the

Committee’s work,

Sincerely,

ot itthrer

Brett Guthrie

Chajrman

Subcommittee on Higher Education and
Workforce Development
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Ms. Soucter
May 12,2017

Chairwoman Virginia Foxx (R-NC)

As we move forward with conversations about ways to reform the federal financial aid programs,
how can we help students understand what they need to finance their education and limit their
borrowing to that amount? Have you seen students over-borrowing in your experience as a
{inancial aid director? What are some of the harms that come from over-borrowing?
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[Responses to questions submitted for the record follow:]
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Dear Chairwoman Foxx,

Thank you for your questions following the hearing “Improving Federa) Student Aid to Better Meet the
Needs of Students,” held by the Subcommittee on Higher Education and the Workforce on March 21,2017,

First, you raised concerns about the unknown and potentially significant costs of income-driven repayment
coupled with occupation-based loan forgiveness. | share your concerns that combining these programs will
be costly to taxpayers, especially as institutions and students modify their behavior to take advantage of
them. Unlimited borrowing under the Grad PLUS program combined with Public Service Loan Forgiveness
(PSLF) after 10 years of income-based payments can deliver significant taxpayer-funded subsidies to many
borrowers, including those with relatively high incomes.

These significant costs represent alost opportunity to target limited public resources to students most in
need of assistance, Income-driven repayment is an important safety net for borrowers struggling to repay
their loans, but that safety net can be maintained without providing unlimited forgiveness after only 10
years of payments. Savings from limiting or eliminating PSLF could be repurposed to expand grant aid based
on students’ financial need. Such aid could alse be targeted to people pursuing socially valuable work, such
as teaching. Aid delivered this way would be more fair and effective than opaque subsidies delivered
through a broad-based forgiveness program.

Second, you requested that | elaborate on my concerns with the Parent PLUS program. My view is that the
federal government should operate astudent loan program, not a parent loan program, given that
creditworthy parents can obtain unsecured consumer credit on the private market. The current parent loan
program allows parents with no credit history to borrow essentially unlimited amounts {up to the total cost
of attendance less other aid received). in my view, the federal government should not make loans to parents
that they cannot repay in the name of promoting college access.

At the sare time,  understand the concern that fimiting or eliminating the Parent PLUS pragram may
restrict access to higher education for students who rely on parent loans. | believe efforts to reform or end
this program should be accompanied by a careful reexamination of the limits on federal undergraduate
student loans. Eliminating PLUS could be accompanied by a targeted expansion of loan limits for
undergraduates with demonstrated financial need, with the goal of ensuring their continued access to high-
quality postsecondary education. This Is especially important inlight of concerns raised by Historically Black
Colleges and Universities and of the well-documented racial disparities in income and wealth.

Thank you again for your questions and your attention to these important Issues.

(...

Matthew M. Chingos

Sincerely,
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June 2, 2017

Ms. Caitlin Burke

Committee on Education and the Workforce
U.S. House of Representatives

2176 Rayburn House Office Building
Washington, DC 205135-6100

Dear Ms. Burke:

Thank you, again, for the opportunity to testify before the House Subcommittee on
Higher Education and the Workforce Development hearing, “Improving Federal Student
Ald to Better Meet the Needs of Students™ on Tuesday, March 21, 2017,

Chairwoman Foxx submitted additional questions for me that I am pleased to answer.

1. Inyour testimony and HCM’s veport, you suggest various options for moving the
Jederal definition of full-time to 13 credits. One of these proposals is increasing
the maximum Pell Grant so a student astending less than half time would still
receive the same aid as under the old definition, Do you think it is an appropriate
use of federal funds to incentivize what students receiving federal funds should
be doing anyways — completing college on time?

First, | commend the Chairwoman for agreeing with my testimony that the federal
definition of full-ime should be changed to expect students to complete on time, or two |
years for an associate’s degree and four years for a bachelor’s degree. Current policy sets
a lower bar and students “following the rules™ are led on a path that will require 2.5 years
for an associate’s degree and five vears for a bachelor's degree.

Second, the HCM report, Doing Better for More Students, offered a range of options
reflecting the consensus of a group of experts 1 led in 2013, Personally, { recommend thar
the federal definition should change regardless of funding levels, with a reasonable
phase-in time of ane academic vear.

Third, 1 would like to state for the record that while raising the threshold for the
maximum scheduled award to 15 credits per term would be administratively easier than
requiring recalculations at the end of an award year, I advise Congress to define full-time,
on tine progress as 30 credits completed per calendar year. This change would allow
students to take mid-sessions, summer terms and other non-traditional sessions to earn
the credits they may need to stay on-track for on time completion.

This flexibility is good for today’s students and aligns with how leading states have
added incentives for intensive enroliment into their aid programs. Postsecondary

1

s HOM S
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Analytics, a policy research consulting firm, recently released a first ¢ 1
Indiana’s 2013 financial aid reforms, which included completion of 30 credits per year to
receive and/or maintain the maximum award. The evaluation, using a quasi-experimental
“difference-in-differences” analysis found “significant and substantial increases in credit
hours completed,” particularly among 21% Century Scholars recipients, who received no
additional money with this new definition of full-time and were required to maintain 30
credit hours per year o renew the award, The evaluation also found “little evidence to
date of substantial negative effects”, including no significant decling in course
completion rates, no significant decline in fall-to-spring retention rates, and no significant
decline in fall GPA overall.

By first enacting new, transparent expectations that federal aid recipients complete a
credential on time, Congress strengthens the foundation of the Pell Grant award and may,
over time, invest additional resources and increase the maximum Pell Grant award (and
thereby raise awards for all students, including those enrolled less than half-time).

2. You discussed the importance of providing incentives to complete their program
of study promptly and promoting more intensive envollment. One of the ways to
do so is providing students who are acceleraring their progress fo completion
aceess to Pell Grant funds over the summer. Can you discuss the importance of
requiring students accelerate theiv progress when drawing down additional Pell
Junds? Could year-round Pell without an acceleration reguirement wltimarely
result in students exhausting their Pell Grant oligibility before they complete
their education?

The Consolidated Appropriations Act of 2017 restores a summer Pell Grant award, which
is an appropriate new financial incentive for on time completion and for acceleration.
Because the majority of today’s students attend school part-time and work at least 20
hours, 1 do not advocate for an additional acceleration requirement. Prior experience from
implementing a summer Pell with additional acceleration requirements indicates an
undue administrative burden on institutions (student add and drops require constant
recalculation by institutions). This added administrative burden will inevitably lead to
increases in college costs, which we are all keen to lower,

1 appreciate this opportunity to comment further for the record and welcome continued
engagement with the Subcommittee and Committes,

Sincerely,

Kristin D. Conklin
Founding Partner

L, don

2
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JoEllen Soucier
Executive Director of Financial Aid
Houston Community College System

Presented to
Congressman Brett Guthrie (R-KY)
Congresswoman Virginia Foxx (R-NC)
U.S. House of Representatives
Committee on Education and the Workforce
Subcommittee on Higher Education and Workforce Development
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Thank you for the follow-up questions from the hearing entitled “Improving Federal Student Aid
to Better Meeting the Needs of Students.” Student loan debt is an important conversation and

there is so much we can do to help students reduce or eliminate the high debt they are finding
themselves borrowing.

QUESTION:

As we move forward with conversations about ways to reform the federal financial aid programs,
how can we help students understand what they need to finance their education and limit their
borrowing to that amount?

RESPONSE:

Financial fiteracy and education is an important aspect of assisting students with understanding
student debt and borrowing responsibly as they pursue their educational aspirations. Schools
and financial aid administrators need more flexibility and capability to require students to attend
financial fiteracy and education classes (either online or in-person) before delivering loan funds
to students. Students are borrowing without enough knowledge to make good buying decisions.
They are unaware of the consequences that “mortgaging their future” will have on their lives.
Students, especially new borrowers, need clear examples and continuous reminders of the
implications of student loan debt. We are not doing enough to ensure that our students, both
young and older, borrow responsibly.

In my opinion, students should be asked to justify the use of federal loan funds that go beyond
tuition, fees, books, supplies, and on-campus room and board to enable responsible borrowing
and ensure the funds are used for indirect living expenses and other educational related
expenses. We are prohibited from asking students how they plan to utilize the funds. This
prevents college aid administrators from promoting responsible and good educational borrowing
habits. It is no different than giving a student a new credit card with a high limit and telling them
to “go at it” in terms of their spending.

QUESTION:
Have you seen students over-borrowing in your experience as a financial aid director?

RESPONSE:

Absolutely, yes! Many students are thinking about the “here and now” when they fake out
student loans. They are receiving large sums of aid refunds, especially at the community college
level, and making spending decisions that don't always align with the intent and educational
needs. Using funds to go on vacation, buy a new car, purchase expensive items, and buy
Christmas presents are unintended and inappropriate use of tax-payer loan funds. A large
number of students definitely use the funds for educational purposes and for what they are
intended, especially at the higher cost universities. However, when you attend a community
college, have other means {o meet indirect living expenses, and receive a full Pell Grant to
cover tuition, fees, books, supplies, and travel expenses, the loan funds borrowed are
sometimes not being utilized for intended purposes.
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Many students are borrowing federal student loans and are unable to make the minimum
payment when it comes time to go info repayment. It is so easy to borrow the funds and, as a
result, they add up faster than the borrower realizes. This is demonstrated by the number of
students in deferment, forbearance, and default.

QUESTION:
What are some of the harms that come from over-borrowing?

RESPONSE:
| am responding to this question with bullet points listing the harms that come from over-
borrowing student loans:
+ Reach aggregate loan limits at the community college leaving no eligibility to pursue a
bachelor's degree.
+ Reach aggregate loan limits before completing degree program, requiring students to
have to drop out or delay completion.
« Borrowing high loan amounts for programs that result in lower pay jobs causing students
hardship and unable to afford loan payments.
+ High loan payments preventing students from living on own or making large purchases
such as homes and automobiles.
+ Unable to afford loan payments and unaware of loan options resulting in default and
poor credit rating early in life.
» Borrowing high loan amounts later in life causing loan debt to extend into retirement and
social security.
« Student loan payments that are higher than automobile, rent, or mortgage payments.
Unable to ever “get ahead” and save for their own children’s education.

CLOSING REMARKS:

Having worked for both high cost private universities and low cost community colleges, | have
seen students over-borrow and borrow irresponsibly primarily due to lack of understanding and
lack of accountability measures in place by the schools and the government. Colleges have no
ability to force financial education or limit borrowing, even when we believe the funds may not
be needed or used for educational related purposes. There is so much that can be done to
improve literacy and reduce the debt burden of our students, which include but are not limited
to:

1. Allow schools to require student loan counseling and financial education prior to
delivering loan funds based on their student population. For example, at the community
college it may be necessary to require students to attend student loan financial
education each semester prior to delivering funds to ensure that students fully
understand their current loan debt, potential loan payments at the point of repayment,
and status of aggregate loan levels.
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2. Require students to complete budget worksheets and justifying the use of loan funds for
educational related purposes. Students should be able to outline their cost of attendance
figures and how those funds will be spent. Similar to what is required for many consumer
loans provided by banks and lenders.

3. Allow schools to limit or reduce annual loan limits based on student population, program
costs, and financial data reported on the Free Application for Federal Student Aid
(FAFSA).

4. Promote earlier repayment measures and require students, based on income
information, to start paying a small amount on student loans to get students used to
making payments, even if it is just a small interest payment.

These are just a few initiatives that could be considered in terms of helping students manage
loan debt and borrow responsibly.

Thank you for the opportunity to answer your questions and provide you with some information
about student loan debt.

[Whereupon, at 12:28 p.m., the subcommittee was adjourned.]
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