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The Hamilton Project seeks to advance America’s promise of
opportunity, prosperity, and growth. The Project’s economic
strategy reflects a judgment that long-term prosperity is best
achieved by making economic growth broad-based, by
enhancing individual economic security, and by embracing a
role for effective government in making needed public
investments. Our strategy—strikingly different from the
theories driving economic policy in recent years—calls for fiscal
discipline and for increased public investment in key growth-
enhancing areas. The Project will put forward innovative
policy ideas from leading economic thinkers throughout the
United States—ideas based on experience and evidence, not
ideology and doctrine—to introduce new, sometimes
controversial, policy options into the national debate with

the goal of improving our country’s economic policy.

The Project is named after Alexander Hamilton, the
nation’s first treasury secretary, who laid the foundation
for the modern American economy. Consistent with the
guiding principles of the Project, Hamilton stood for sound
fiscal policy, believed that broad-based opportunity for
advancement would drive American economic growth, and
recognized that “prudent aids and encouragements on the
part of government” are necessary to enhance and guide

market forces.
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COLLEGE GRANTS ON A POSTCARD: A PROPOSAL FOR SIMPLE AND PREDICTABLE FEDERAL STUDENT AID

Abstract

The federal system of student financial aid is broken. Information about aid eligibility is
hidden behind a thicket of complicated paperwork, and is also highly uncertain. Concrete
information arrives just a few months before or even months after students enroll in col-
lege—far too late to affect enrollment decisions. Economic theory and evidence suggest
that the costs of complexity and uncertainty are high: many high school students won’t
even start on the path to college if they aren’t certain they can afford it. Capable students
teetering on the margin of college entry are thus discouraged from going to college by its
price, even though aid is available to them. This is a waste of human potential.

This waste is unnecessary. Dozens of questions on the federal aid application contribute
virtually nothing to the determination of grant aid, so the aid formula could be radically
simplified while still preserving its distributive properties. But simplification must achieve
more than a shortened application form: families need certain information about aid eligi-
bility, and they need it early. Small tweaks and Band-Aid solutions are likely only to add to
the complex, confusing, and uncertain situation faced by students and their families.

We propose a drastic simplification of the current system of educational grants and tax
incentives. Our proposal combines Pell Grants and the Hope and Lifetime Learning

tax credits for undergraduates into a single, streamlined grant administered through the
Department of Education, using information already collected by the Internal Revenue
Service (IRS). Eligibility can be explained on a postcard, allowing students and families
to anticipate their grants many years before the college decision. This set of reforms will
improve the effectiveness of the billions already committed to higher education, allowing
aid to serve its intended goal: opening college doors to those with the ability but not the
means to pursue higher education.

Copyright © 2007 The Brookings Institution
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COLLEGE GRANTS ON A POSTCARD: A PROPOSAL FOR SIMPLE AND PREDICTABLE FEDERAL STUDENT AID

Overview of the Problem

tate and federal governments spend billions

on financial aid for college students each year.

Pell Grants, Stafford Loans, the Hope and
Lifetime Learning Tax Credits, and a host of other
programs make college less expensive (see Table
1). The intent of this aid is to increase college at-
tendance. The idea is straightforward: people buy
more of a product (college) when its price (tuition)
is lower. Price drops, demand increases: that’s a les-
son learned in any introductory economics course.

Econ 101 says that federal student aid should in-
crease college attendance. We need aid programs
to work: college entry and completion rates are
low among poor people in our country, with col-
lege attendance lowest among the fastest-growing
segments of our population.! Only 7 percent of
high school sophomores from the lowest quartile
of socioeconomic status eventually earn a bachelor’s

degree, compared with 60 percent of those from
the highest quartile. Moreover, only 12 percent
of Hispanics and 16 percent of African Americans
eventually earn a B.A., compared with 33 percent of
non-Hispanic Whites (U.S. Department of Educa-
tion [ED] 2006). Racial and socioeconomic gaps in
attainment are rooted in multiple causes, including
weak academic preparation in high school. Even
among well-prepared students, however, these gaps
persist, suggesting that the cost of college is at least
partly to blame.

We expect that student aid could help us close
these troubling and persistent gaps in educational
attainment. Puzzlingly, we have little firm evidence
that federal Pell Grants or the federal education
tax credits actually get more young people into
college.? Why is this? One clue: the aid programs
that researchers have found to be most effective are

1. See College Board (2005b) for statistics of college enrollment by family income and race. U.S. Census Bureau (2004) shows growth esti-
mates for 2000-10 of 7.2 percent for Whites (any ethnicity), 12.9 for African Americans (any ethnicity), and 34.1 for Hispanics (any race).
2. Two well-designed studies have found no effect of the Pell Grant on schooling decisions (Hansen 1983, Kane 1995), while one has found

no effect of the tax credits (Long 2004).

TABLE 1

Summary of Pell Grant Program and Federal Tax Benefits for Higher Education

Maximum  Number of Number of Average Benefit

Program Income eligibility Benefit Applicants Recipients Among Recipients Total Cost
Pell Grant No cutoff, but Up to $4,050 9,567,023 5,387,000 $2,354 $12.7 billion

almost all recipients

have income below

$40,000
Hope and Must have tax Up to $1,500 7,180,884 5,114,143 $838 $4.4 billion*
Lifetime liability (credits are (Hope) or
Learning not refundable); $2,000 (LLC)
Tax Credits income limit is

$107,000 for a joint
return

Notes: Pell Grant statistics are for 2003-2004 from The College Board, Trends in Student Aid 2006. Tax credit statistics are from the Internal Revenue Service, Statistics of
Income: Individual Complete Report 2004 (http://www.irs.gov/pub/irs-soi/04in33ar.xls). Number of applicants represents the number of returns claiming the tax credits
and includes non-taxable returns, but number of recipients and average benefits are based on taxable returns only. The Joint Committee on Taxation estimates that the

cost of the tax credits for 2005 will be $5.2 billion.

*Of this total, we estimate approximately $3 billion flows to undergraduate students (using 2003-2004 National Postsecondary Student Aid Survey [NPSAS] data on
income and student type). Hope credits are restricted to undergraduates, while Lifetime Learning credits are not.
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TABLE 2
Complexity of the FAFSA Versus IRS 1040

1040 1040A 1040EZ FAFSA
Measure 2005 2005 2005 2006-2007
Number of pages (excluding instructions) 2 2 1 5
Total number of questions 118 83 37 127
Non-financial items
Identifying information 6 6 6 22
Demographic/family information 18
Enrollment status/school info. 7
Signature and preparer info. 12 12 12 8
Other 1 1 1 10
Financial items
Earned income 1 1 1 5
Other income 19 12 2 33
Assets 0 0 0
Deductions/credits/allowances 39 22 2 12
Tax amounts from tables, calc. lines 21 12 6
Withholdings, refund prefs. 11 9 5
Number of items required for computation of
tax/refund or aid amount* 71 43 8 72
Length of signing statement 49 words 64 words 59 words 232 words
Official estimate of time to prepare** 16 hours 13 hours 8 hours 1 hour

*For the FAFSA, this excludes items required only to determine dependency status or general eligibility for federal aid.

**Estimates from official Paperwork Reduction Act notices in the instructions accompanying each form. IRS-reported estimates of time and cost of preparation are based
on non-business filers who self-prepare without tax preparation software (these estimates can be found in each form’s instructions, on page 78, 58, and 23, respectively).

The FAFSA estimate can be found on page 7 of the FAFSA.

Source: Authors’ counts unless otherwise noted. Counts for the FAFSA are for dependent students with two parents, and include questions on required student and
parent worksheets. Total number of questions includes subquestions and non-numbered questions, and ensures that items such as name and address are counted in the

same way on both IRS and FAFSA forms.

simple and certain.’ These key attributes—simplic-
ity and certainty—are sorely lacking in our student
aid system. Our current aid system is a tangled web
of tax, grant, loan, and savings programs, with rules
and regulations so complicated and fraught with
uncertainty that many prospective students don’t
know how affordable college can be. The Free Ap-
plication for Federal Student Aid ([FAFSA]; ED
2003b, 2005d; reproduced in Appendix A), at five
pages and 127 questions, is longer and more com-
plicated than the typical federal tax return (see Ta-

ble 2). These clues lead us to another commonsense
concept from Econ 101: we have to know about a
price discount in order to respond to it. Our stu-
dent aid system delivers information about aid for
college too late for it to affect schooling decisions.
Consider the parents of a high school student, con-
cerned that college is beyond their financial reach.
They won’t get definitive information about aid
eligibility until after their child has applied to and
been admitted to colleges in the spring of senior
year in high school (see Figure 1). The education

3. We have strong evidence on the effectiveness of state merit aid (Abraham and Clark 2006, Cornwell et al. 2006, Dynarski 2004a, Dynarski
2005, Kane 2003), the GI Bills (Bound and Turner 2002, Stanley 2003, Turner and Bound 2003); and the Social Security student benefit
program (Dynarski 2003). Dynarski (2002) reviews much of this evidence.
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FIGURE 1
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The Student Aid Application Process

Fall-Spring
of Senior Year

Student Applies
to Colleges

Student assembles and
submits college

applications, including [ |

test scores, transcripts,
recommendations
and essays.

January-March
of Senior Year

Student Submits FAFSA
to Government

Student and family
provide detailed
demographic and
financial data, and list
up to six schools to
receive FAFSA data.

4-6 Weeks After
Submitting FAFSA
(2-3 weeks for
on-line submissions)

Student
Receives SAR

The SAR provides the
student’s EFC and states
whether he is eligible
for a Pell Grant, but
provides no dollar
amount.

March-April
of Senior Year

Student Learns
Aid Eligibility
Student learns about
amount of federal aid
(Pell Grant, Stafford
Loans, work-study) and
school-specific aid
(scholarships and loans).

'

and schools.

\/

Colleges Receive
Applications and
Admit Students

Government Processes FAFSA

Processing service calculates the
family’s expected contribution
(EFC) and sends a Student Aid

Report (SAR) to the student

A

v

Schools Receive SAR and
Assemble Aid Package

Financial aid offices use the EFC,
the school'’s cost of attendance,
and other information to design
a package of federal, state, and

institutional aid, which is then sent

Source: Authors.

tax credits are even worse on this dimension, be-
cause they are calculated as much as sixteen months
after a student has enrolled and paid tuition.

Delivering a subsidy after a person has made a pur-
chase is no way to increase demand. Imagine a car
dealer who told customers about a rebate incen-
tive only after they had agreed to purchase a car.
What would happen? Customers who were willing
to buy at the prerebate price would be pleasantly
surprised and drive out of the dealership with their
wallets a little fuller than they had anticipated. Cus-
tomers scared off by the sticker price would never
even learn about the rebate and would walk out not
knowing that the car they wanted was affordable.

to accepted students.

Federal aid inarguably eases the sting of college
costs for those who go to college. But many who
tear college is unaffordable will never even apply
to college, much less apply for aid and matriculate.
Many who fear college is unaffordable will give
up on their studies while they are in high school,
making the inaccessibility of college a self-fulfill-
ing prophecy. Low-income and non-White youths
are less likely than their better-off peers to take
college preparation classes and achieve in high
school. This achievement gap in high school may
be driven by a gap in expectations and aspirations.
Knowing that college is affordable could push kids
to work harder in high school, instead of giving
up on themselves.
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"To add insult to injury, families have to fight through
a maze of paperwork to get an aid application into
the very long federal pipeline. Prospective aid re-
cipients must file the FAFSA: this is the only way
for families to determine their eligibility for federal
grants and loans.* Nearly 10 million students fill out
FAFSAs each year. In Table 2, we compare the FAF-
SA to the IRS 1040, 1040A, and 1040EZ income tax
tforms. The FAFSA is lengthier than Form 1040EZ
(one page, with thirty-seven questions) and Form
1040A (two pages, with eighty-three questions). It
is comparable to Form 1040 (two pages, with 118
questions).

The U.S. tax system is no paradigm of simplicity: the
President’s Advisory Panel on Federal Tax Reform
(2005) extensively documents its mind-numbing
complexity. However, for the low-income families
targeted by the Pell Grant, the complexity of the aid
application dwarfs the complexity of the tax form.
Most families eligible for the Pell file the shorter
1040A or 1040EZ; 86 percent of filing households
with income below $50,000 (and two-thirds of all
households) use these simplified IRS forms. Nine-
ty percent of Pell funds flow to families with in-
comes below $40,000. The contrast between Form
1040EZ and the FAFSA is especially informative:
with one-third of the FAFSA’s questions and one-
fifth of its pages, the 1040EZ captures the informa-
tion needed to determine tax liability for the very
population that is targeted by Pell Grants.

The time cost alone of filling out these forms is
enormous, although the Department of Education
appears blind to this fact. The Department of Edu-
cation improbably estimates that it takes one hour
to complete the five-page, 127-question FAFSA.
The IRS more realistically estimates that it takes
sixteen hours to complete a 1040, thirteen hours to
complete a 1040A, and eight hours to complete a
1040EZ.> The one-hour figure would be plausible

if filling out the FAFSA were simply a matter of
copying data from a completed tax form. This is
not the case, for two reasons: First, the FAFSA asks
about items that are not on the 1040 (such as assets
and food stamps). Second, many schools require
that the FAFSA be submitted in January or Feb-
ruary, before the arrival of documents required to
complete the 1040 (such as W-2 and 1099 forms).
In cases when the 1040 is submitted after the FAF-
SA, the Department of Education requires that the
FAFSA be updated, initiating another round of pa-
perwork.

We conservatively estimate that an average appli-
cant needs ten hours to complete the FAFSA. With
10 million FAFSAs filed a year, that’s 100 million
hours a year spent filling out financial aid forms, or
the equivalent of fifty-five thousand full-time jobs.
Reams of paperwork impose significant administra-
tive and verification costs on colleges, who handle
much of the aid process. Families also pay for com-
plexity in aid in their capacity as taxpayers, since
a complicated system requires more administrative
resources than a simpler system would.

Paperwork is not the only, or even the gravest,
problem with the aid system. The federal tax sys-
tem is a maze of paperwork, but we give the IRS this
much: once a taxpayer fills out her 1040, she knows
how much tax she owes. To this end, twenty-one of
the questions on the 1040 are not questions at all,
but rather calculations or look-ups from tax tables.
These steps allow the taxpayer to compute her tax
liability—the bottom-line on her return.

Completing the lengthy FAFSA provides no in-
formation about aid eligibility. Upon completing
the FAFSA, the aid applicant is no more informed
about her financial aid eligibility than she was when
she began. Where does the information on the
FAFSA go? It is sent to a contractor for the De-

4. Some Web sites offer expected family contribution (EFC) calculators, which require the same data as does the FAFSA. An enterprising
student or parent could therefore calculate the EFC without completing a FAFSA. We would hazard that a student able to do this sort of
sleuthing is likely to go to college with or without a federal Pell Grant.

5. Even these are probably conservative estimates: Blumenthal and Slemrod (1992) conclude that the time required for tax compliance aver-
ages twenty-seven hours per filing household, and is longer for low- and high-income households.
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partment of Education; this contractor computes
something called the expected family contribution
(EFC), which is the government’s determination of
how much the family should contribute to college
costs. Families are informed of their EFC in the
student aid report (SAR), which is mailed to appli-
cants a few weeks after the FAFSA is filed. Beyond
the EFC, this document reports nothing about the
student aid the applicant can get. This is potentially
useful information, which a very well-informed and
enterprising family could use to estimate eligibility
for Pell and other aid. Lest the applicant attempt to
glean anything useful from the EFC, the SAR never
explains what the EFC is. Here is exactly what a
SAR says (see Appendix B for a sample SAR):

Based on the information you have sub-
mitted, we have used the standard formula
to calculate your EFC, which is $XXXX.
Your school will use this number to deter-
mine what types of aid and how much you
are eligible for based on your educational
costs. The amount of aid you receive from
your school(s) will depend on the cost of
attendance at your school(s), your enroll-
ment status (full-time, three-quarter time,
half-time, or less than half-time), Congres-
sional appropriations, and other factors.

The SAR and the EFC are also forwarded to the
colleges to which the student has applied. Each
college then assigns a package of grants, loans,
and work-study funds to each admitted student.
In March and April, the colleges mail to students
award letters that describe their aid packages.

At long last—only a few months before college
starts—students and families are told exactly how
much they will get in grants, loans, and work-study
funds. They are still uninformed about their eligi-
bility for an education tax credit, however. Fami-
lies apply for the Hope and Lifetime Learning Tax
Credits (worth as much as $2,000) months after
they have paid tuition, when they file their taxes
the following year. Consider a typical student who
pays her tuition in August of 2006 for the fall se-

mester of academic year 2006-07. Her family will
file for its Hope or Lifetime Learning Credit eight
months later, in April 2007. The family learns the
value of the credit only after it knows its tax liability
for 2006, after all income for that year has been
earned. The value of the credits is therefore highly
uncertain, and is not even revealed until well after
the student has enrolled in college.

Our complex system of delivering aid and tax cred-
its for college backloads information about college
discounts. This surely reduces the efficacy of the
subsidies, since many high school students won’t
start on the path to college if they aren’t certain
it’s affordable. Confusion about college aid is of
the greatest consequence for low-income students,
who (unlike their upper-income counterparts) are
pessimistic about their ability to pay for college
(Avery and Kane 2004). For those teetering on the
margin of college entry, there is too little concrete
information about aid, and what little information
there is arrives far too late. These marginal students
are discouraged from going to college by its price,
even though aid is available to help them. This is a
waste of human potential.

The costs of complexity and uncertainty in college
aid are potentially quite high. What benefits do we
get, if any, from all this complexity and uncertainty?
Financial aid officers and education specialists have
patiently explained to us that the complexity of
aid is a necessary evil, without which we could not
target aid to students with the greatest need. The
FAFSA is long, they argue, so that we can precisely
measure who most needs aid. The calculation of
aid eligibility is delayed until the spring before the
student enters college so that complete and up-to-
date information about schooling costs and family
finances can be compiled.

We decided to take this argument at face value and
measure empirically how much complexity in aid
applications contributes to the targeting of funds.
We examined detailed data from thousands of aid
applications and aid packages, using the 2003-04
National Postsecondary Student Aid Survey

WWW.HAMILTONPROJECT.ORG | FEBRUARY 2007 9
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FIGURE 2

Effects of Estimating Pell Using Only Income and Assets of Parents and Students, Family Structure
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Source: Authors’ estimates of current Pell receipt and simulated changes using a sample of 51,822 full-time, full-year undergraduates from the 2003-2004 NPSAS.

(INPSAS]; ED 2005a; see Appendix C for details).
With these data, we examined how the distribution

of federal aid would shift if we were to drastically
scale back the FAFSA.

How much does complexity help with targeting?
The answer shocked even us. Out of more than
100 questions on the FAFSA, only a few have any
substantial impact on grant eligibility. Dozens of
questions contribute virtually nothing to the deter-
mination of grant aid.

Take a look at Figure 2: the light bars show the cur-
rent distribution of the Pell Grant. When we cut the
number of items that go into the aid formula from
seventy-two to fourteen, Pell eligibility changes by
the amount shown by the dark bars. As you can see,
there is virtually no change in the distribution of the
Pell: it changes by less than $100 for 77 percent of
students and less than $500 for 88 percent of stu-
dents (Table 3). The small shifts in aid eligibility
that occur are highly progressive, with more money
flowing to low-income families.

Even if we go farther and throw out 90 percent of
the questions used in the aid calculation, there is

10 THE HAMILTON PROJECT |
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virtually no change in the distribution of the Pell
(Figure 3a). The shifts are minor even if we plot
changes in aid against the current aid system’s index

of ability to pay, which is the EFC (Figure 3b).

The questions needed to determine aid in this last
approach could fit on a postcard. In fact, all of these
questions are already asked of us when we file our
annual tax forms. Effectively, the federal govern-
ment has all the information it needs to determine
Pell Grants, even if no application is filed at all.
Complexity is not a prerequisite for progressivity

(Dynarski and Scott-Clayton 2006b).

The current aid system creates formidable barriers
to college. A key lesson of our research is that we
can dismantle these barriers if we are willing to tol-
erate minor imperfections in measuring ability to
pay. This is a worthwhile trade-off. Both economic
theory and empirical evidence suggest that reduc-
ing complexity and uncertainty in the aid system
will increase its efficacy. This will allow aid to serve
its intended goal: opening the doors of college to
those with the ability but not the means to pursue
higher education.
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TABLE 3

Consequences of Aid Simplification for Full-Time, Full-Year Undergraduates

Simulations keeping FAFSA formula,
dropping items sequentially

Drops taxes paid,
type of tax form,

Additionally

Baseline and worksheets drops assets

Percent of all full-time, full-year applicants whose Pell...

...remains the same (within $100) 1.00 0.76 0.75

...increases by $500 or more 0.00 0.05 0.07

...decreases by $500 or more 0.00 0.07 0.06
Correlation between new and old Pell Grant 1.00 0.96 0.95
R-squared 1.00 0.92 0.90
Change in average Pell (per full-time, full-year applicant) 0.00 -13.61 53.79
Percentage change in total program costs* 0.00 -0.84% 3.34%
Variables included in simulation:

Assets Y Y

Dependent students’ AGI Y Y Y

Parental AGI, or independent student/spouse’s AGI Y Y Y

Parental or independent students’ marital status Y Y Y

Family size Y Y Y

Number of family members in college Y Y Y
Number of FAFSA items required for simulation** 72 14 8

*Estimated total Pell expenditures for this sample of full-time, full year aid applicants are $7.6 billion. Total Pell expenditures across all applicants were $12.7 billion in

2003-04.

**Count refers to the number of questions on the 2003-2004 FAFSA required to elicit the items used in the simulated needs analysis for a dependent student. For
example, eliciting AGI requires 3 questions on the FAFSA, because non-tax filers must report their earnings and their spouses’ earnings. The count does not include

questions used only to determine dependency status or questions unrelated to the calculation of need. The differences between the 2003-2004 and 2006-2007 FAFSA

described in Table 2 are minor.

Source: Authors’ calculations using FAFSA data from the 2003-2004 NPSAS. Sample is limited to 24,253 students (dependent or independent) who attended a single

institution full time for the full school year and who were not missing key data elements such as income or actual EFC.
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FIGURE 3A
Effects of Estimating Pell Using Only Income of Parents and/or Students, Family Structure
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Source: Authors’ estimates of current Pell receipt and simulated changes using a sample of 51,822 full-time, full-year undergraduates from the 2003-2004 NPSAS.

FIGURE 3B
Effects of Estimating Pell Using Only Income of Parents and/or Students, Family Structure
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Expected Family Contribution to College Costs, Current Aid Formula
Source: Authors’ estimates of current Pell receipt and simulated changes using a sample of 51,822 full-time, full-year undergraduates from the 2003-2004 NPSAS.

Note: Each EFC category represents 5 percent of applicants (e.g., approximately 25 percent of applicants have EFCs of $0, and 5 percent have EFCs between $29,728 and
$97,936).
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Our Proposed Solution: College Grants on a Postcard

he federal system of student financial aid is

broken. Small tweaks and Band-Aid solutions

are likely only to add to the complex, confus-
ing, and uncertain situation faced by students and
their families. If we want to build a workforce for the
twenty-first century, we need a system for funding
college that is up to the task. We propose a drastic
simplification of the current system of grants and
tax incentives. Our proposal streamlines the system
for students and parents, allowing them to know the
aid they can get for college years before they need
it. This set of reforms will improve the effectiveness
of the dollars we have already committed to higher
education.

How would it work?
Eligibility. A proposed grant table is shown be-
low (Exhibit 1). This grant would replace the Pell,

Hope, and Lifetime Learning benefits for under-

EXHIBIT 1
Federal Student Aid on a Postcard

graduates.® Such a table can fit on a postcard and
be prominently displayed on posters in high school
hallways. The amounts listed in the table roughly
correspond to the average combined benefits from
Pell Grants and the Hope and Lifetime Learning
Tax Credits for each income category (see Figure
4), with increases for lower-income groups in order
to minimize adverse changes for the most vulner-
able students. Families with more than one child
(and independent students with any children) are
eligible for slightly larger grants. Grants would be
prorated for part-time or part-year attendees. (Av-
erage grant amounts, accounting for this proration,
are illustrated in Figure 5.) Note that subsidized
student loan eligibility can be assigned using the
same table, with eligibility either dependent on in-
come, or set as a flat amount for all students.

Application process. Families will apply for the
grant by checking off a box on their income tax

How much federal aid can | get to help pay for college?

If your parents’
adjusted gross income is...

then your annual grant is...

$0-$14,999

$15,000-$19,999

$20,000-$24,999

$25,000-$29,999

$30,000-$34,999

$35,000-$39,999

$40,000-$44,999

$45,000-$49,999

$50,000-$74,999

$75,000-$99,999

$4,050 B |f you are legally
$3,700 independent from your
$3,300 Earezts, your a(id v(;/ill be
$3.000 ase <,)n .your and your
3450 spouse’s) income.
A
$1.600 B Grants will be adjusted
$800 for attendance status.
For example, if you
$600 attend half-time, your
$450 grant would be half the
$300 amount listed.

...PLUS $250 for each dependent child other than the student, up to

an additional $1,000.

6. We do not discuss funding for graduate students in this paper.

WWW.HAMILTONPROJECT.ORG | FEBRUARY 2007

13



COLLEGE GRANTS ON A POSTCARD: A PROPOSAL FOR SIMPLE AND PREDICTABLE FEDERAL STUDENT AID

FIGURE 4

Distribution of Spending On Undergraduates Under Current System (Pell+Hope+LLC) and

Proposed System
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Source: Authors’ estimates using the 2003-2004 NPSAS. Estimates for the cost of the current benefits and our proposal are based on the 2003-2004 population of

undergraduate federal aid applicants, and 2004 tax benefits.

form. Families will receive a voucher, by mail or
through the Internet, that can be applied toward
the cost of the student’s attendance at any eligible
higher education institution. Students will notify
schools of their grant eligibility as part of the nor-
mal application process. Schools will verify this in-
formation with the Department of Education, just
as they now verify data from the FAFSA and SAR.
Financial aid administrators will provide verifica-
tions of students’ enrollment status to the Depart-
ment of Education.

Program administration. While IRS has all the
data needed to determine grant eligibility, the De-
partment of Education has the infrastructure in
place to deliver funds to schools. We therefore sug-
gest that the role of the IRS be limited to forwarding
applicants’ adjusted gross income, dependency sta-
tus, and number of dependents to the Department
of Education, which will calculate aid eligibility and
send vouchers to students. As in the current system,
the students’ aid eligibility for the 2006-07 school
year would be based on 2005 income, as reported
to the IRS in early 2006. Unlike the current system,
students would not have to wait for their voucher to
arrive to know exactly how much they will receive,

14 THE HAMILTON PROJECT | THE BROOKINGS INSTITUTION

because they can look it up in the simple table at any
time (Exhibit 1).

Delivery of funds. The Department of Educa-
tion will deliver funds directly to the school. As
in the current federal student aid system, schools
would then refund to the student any portion of
the grant that remains after covering tuition and
fees; the student could use this excess for books,
and for food, housing, transportation, and other
living expenses. As in the current system, funds
could be recouped from the student in cases of
fraud or error. Our proposed system is less vulner-
able to fraud and error than is the current system,
since our system relies on IRS reports of income,
rather than on self-reports. With an eye to fraud,
the Department of Education currently audits 30
percent of aid applications; these audits require
that applicants provide supporting tax documents
from the IRS. In our proposal, these time-con-
suming audits are unnecessary, since the eligibility
data will come from the IRS. In other words, the
audit rate in our proposed program is effectively
100 percent, but places no burden on families or
schools.
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FIGURE 5

Average Benefits for Undergraduates Under Current System (Pell+Hope+LLC) and Proposed System
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Source: Authors’ estimates using the 2003-2004 NPSAS. Estimates are based on the 2003-2004 population of undergraduate federal aid applicants. Average grants are

lower than maxima because of proration for less-than-full-time attendees.

Advantages over the Current System

Simple. The grant schedule is so straightforward
that parents can easily determine their eligibility
well before their child applies to college. Aid is sim-
ply a function of income and number of children.
The grant schedule can easily be communicated to
students through postcards, posters, and targeted
mailings. Our approach combines the Pell and tax
credits into a single, unified program. Unifying the
tax and grant programs removes the confusion over
which credit is best to take for a given student, and
eliminates the complicated rules that determine
how tax credits and Pell Grants interact.

Predictable. Our approach eliminates a critical
weakness in the current aid system—delayed and
unpredictable information about aid eligibility.
The current system delays decisions about Pell
eligibility until after students apply to college be-
cause Pell Grants are nominally limited by college
costs, and tuition varies across colleges. In prac-
tice, attending just about any college costs more
than the maximum Pell Grant ($4,050); as a re-
sult, almost no one’s Pell Grant is actually affected
by her choice of school. (See Appendix C for an

overview of how Pell Grants are calculated.) As is
true with dozens of the data items demanded by
the FAFSA, tuition prices have a vanishingly small
impact on Pell Grant eligibility. We gain very little
information by delaying Pell determination until
after college admission. That is, the benefits of
delay are quite small. Its costs are enormous, since
delay adds uncertainty and confusion to college
enrollment decisions for the millions of families
worried about college costs.

There are multiple proposals to simplify the aid sys-
tem. Many of these simplification proposals will not
make aid predictable, which is central to making
aid effective. In particular, any proposal that mere-
ly shortens the FAFSA while still postponing the
determination of aid eligibility until after college
admission will be ineffective. Families need certain
information about aid eligibility, and they need it
early, when their children are preparing academi-
cally for the rigors of college coursework.

Less paperwork. Families applying for aid will
report their income to the IRS as usual, when they
file their taxes. They will not make a separate ap-
plication to the Department of Education. Back-

WWW.HAMILTONPROJECT.ORG | FEBRUARY 2007 15



COLLEGE GRANTS ON A POSTCARD: A PROPOSAL FOR SIMPLE AND PREDICTABLE FEDERAL STUDENT AID

of-the-envelope calculations (described earlier)
suggest that applicants’ time savings will be upward
of 100 million hours, or the equivalent of fifty-five
thousand full-time jobs.” In addition, since income
information will come directly from the IRS rather
than from students’ self-reports on a FAFSA, in-
dividual institutions will no longer need to verify
students’ financial information. Currently, schools
are legally required to audit 30 percent of FAFSAs
submitted, at an estimated cost of $432 million per
year (Advisory Committee on Student Financial
Assistance 2005).

Families get funds when they need them.
Currently, the tax credits arrive as much as sixteen
months after families have paid for college tuition.
The credits do nothing for the strapped family who
can’t come up with the funds for college. By deliver-
ing funds at the time of enrollment, our approach
gets money into families’ hands when they need it
most.

Single program. The current system of college fi-
nance shunts low-income families into one program
(the Pell Grant) and middle- and upper-income
families into another (the education tax credits).®
Perhaps unsurprisingly, funding for the Pell has
stagnated while tax benefits for middle-class fami-
lies have skyrocketed. Our approach would com-
bine the Pell and tax credits into a single, unified
program that benefits families across the income
distribution. By applying a consistent standard of
need to all families, this approach would yield a
broad-based yet progressive system of student aid.

Stop penalizing work. The aid system’s treat-
ment of student earnings is deeply flawed; it is both
inequitable and inefficient. The aid formula taxes
student earnings (above a very low threshold) at a
rate of 50 percent.” This onerous tax on labor earn-
ings applies to both dependent and independent
students. This very high tax on students’ work ef-
fort penalizes those who work their way through
college. It especially hurts dependents from low-
income families, who work more than their bet-
ter-off dependent peers. It also punishes students
who work a full-time job while attending school but

then see their aid reduced or eliminated due to their
hard work.10

Help out nontraditional students. The typical
college student is no longer in her teens or early
twenties, attending college full-time. Instead, she
is in her late twenties or thirties, working while
she studies part-time for her degree.!! Two-thirds
of part-time, independent students who apply for
aid are women; 40 percent are African American or
Hispanic (see Table 4 for a summary of demograph-
ic characteristics by student type). These students
typically work twenty-eight hours a week while
they are going to school. Our federal aid system,
designed for full-time students who are supported
by their parents, shortchanges this large and rap-
idly growing population. Their earnings are taxed
very heavily by the aid formula, penalizing most
the students who work hardest. Our proposal gives
these students a helping hand. Part-time students
and older students get higher grants than they do
now, largely because we stop penalizing their work

10.

1

—

Approximately 6 percent of FAFSA applicants do not currently file income taxes but would need to under our proposal (authors’ estimate
using NPSAS data). These students would trade the time spent filling out the FAFSA for the time spent filling out an IRS 1040, most likely
the shorter 1040A or EZ form. If we conservatively treat this as a time-neutral trade-off, then our overall estimates of time saved would
decrease by 6 percent, to 94 million hours.

Skocpol’s review of major American antipoverty programs over the past two centuries concludes that strictly targeted policies “have not
been politically sustainable” (1991, p. 414).

In 2003-04, the earnings threshold was $2,400 for dependent students, $5,400 for unmarried independent students, and $8,640 for mar-
ried independent students.

Among dependent students from lower-income families, 73 percent have positive earnings; among such students from upper-income
families, that figure is 62 percent. Median student earnings are $2,730 for the lower-income group, as compared to $2,231 for the upper-
income group.

. Authors’ calculations using NPSAS 2003-04 data on undergraduates (ED 2005a; see Appendix C for details). Only about one-third of

undergraduates are age twenty-four or younger and attending full-time.
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TABLE 4

Characteristics of Traditional and Non-Traditional Students

Full-time Part-time Full-time Part-time
Characteristic Dependent Dependent Independent Independent
Age 19.9 20.2 30.0 31.1
Family income $63,673 $51,801 $21,553 $25,240
Hours worked per week 15.9 20.9 24.2 27.5
White, non-hispanic 67% 57% 58% 53%
Black, non-hispanic 12% 15% 20% 24%
Hispanic 12% 17% 13% 15%
Asian 6% 5% 3% 3%
Neither of student’s parents earned
a H.S. diploma 4% 9% 14% 17%
Neither of student’s parents earned a B.A. 53% 64% 72% 75%
Male 44% 44% 37% 32%
Parents are married 71% 63% n/a n/a
Student is married n/a n/a 32% 34%
Student has dependent children n/a n/a 50% 55%
Estimated average Pell $1,139 $821 $2,636 $1,235
Estimated average tax credit $332 $201 $173 $118
Proposed benefit $1,594 $1,159 $3,398 $1,740
Percent increase in benefit 8% 13% 21% 29%

Source: Authors’ estimates using a sample of 51,822 undergraduates from the 2003-2004 NPSAS.

effort.!” Independent, part-time students currently
get an average Pell Grant of $1,235 and an average
tax credit of $118. Our proposed program would
give these students a grant averaging $1,740 (an in-
crease of about 30 percent) at the time of college
enrollment, when the funds are needed most.

Increase college enroliment. Because of its sim-
plicity and predictability, our proposal could in-
crease college enrollments where the Pell Grants
and tax credits have not. Economic research sug-

gests that simple programs can increase enroll-
ments by 3 to 4 percentage points per $1,000 in aid
(Dynarski 2002). If our proposed program had the
same effects as other simple programs, we could see
an increase of 5.6 to 7.4 percentage points in college
enrollments among the grant eligible population
(given an average expected grantsize of $1,854). We
would expect to see the effects concentrated among
students from families earning less than $50,000,
since their grants are largest and their attendance
rates have substantial room to grow.

12. According to the NPSAS (ED 2005a), about 50 percent of students who apply for aid are part-time (including part-year) students. For
about 12 percent of these part-time students, NPSAS indicates a Pell amount of $0, even though the EFC and schooling costs predict that
the student should be getting a positive Pell (averaging $1,300). These may be students who ultimately did not enroll or who enrolled at
a different institution. How we treat these amounts of $0 affects our estimate of how much our proposal increases grants for part-time
independent students. If we assume that these students did get a Pell that reflects their EFC, and the NPSAS data are wrong, then our
proposal increases Pell Grants for independent, part-time students by 29 percent. If we assume that these students should have but did not
receive a Pell (and would have received it under our proposal) then the proposal’s increase is closer to 46 percent.
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Anticipated Cost

While we could design a simplification plan that is
perfectly revenue neutral, we have chosen to design
the plan to spend slightly more so that no group is
penalized by simplification. A revenue-neutral sim-
plification creates losers as well as winners. We are
sensitive to the fact that it will be difficult to sell a
program that causes some groups to get less funding
and others to get more. Hence, we suggest a modest
increase in spending. Our goal is to minimize losses
while maximizing simplicity. We increase spending
only to keep any groups from losing aid in the sim-
plification.

We currently spend $15.7 billion on Pell Grants and
education tax incentives for undergraduates. Our
unified grant program for undergraduates would
cost $18.6 billion, an increase of $2.84 billion, or 18
percent.’® This is in line with recent growth in aid
for college: between academic years 2001-02 and
2002-03, spending on the education tax incentives
increased by $1 billion and spending on the Pell
Grant increased by $1.6 billion, for a total increase
of $2.6 billion, or 17 percent.

As is always the case with budget projections, a
few cautions are in order. First, our calculations
assume that college attendance patterns do not
change after our program is introduced, but we
hope that the new aid program could increase
college attendance rates among the eligible popu-
lation by about 6 percent. In this case, program
costs would be about 9 percent higher than pro-
jected above, rising to $20.3 billion.'* While costs

would be higher under this scenario, so too would
be the education, productivity, and taxable earn-
ings of our workforce. A college graduate working
full-time pays $5,300 more each year in federal in-
come taxes than does a full-time worker with only
a high school diploma (College Board 2005, p. 2).
Even those who attend college without complet-
ing a degree pay significantly more in federal taxes
than do those who never attend.

Our second caution is along the same lines: our
cost projections assume that the take-up rate for
student aid stays as it is today. The take-up rate
in the Pell Grant program is currently quite low.
Research shows that roughly 25 percent of Pell
dollars are left on the table by students who either
don’t apply or who don’t follow through on their
applications."” Take-up of the education tax credits
appears to be even lower (Long 2004, Bershadker
and Cronin 2002). If everyone eligible claimed her
tull Pell grant and tax credits, the total cost of these
current benefits for undergraduates could increase
from its current level of $15.7 billion to as much as

$24 .4 billion.

Low take-up of the Pell and tax credits is likely due
to complexity and uncertainty in the application
process.'® Our proposed program is much simpler,
and substantially reduces this complexity and un-
certainty. Our hope is that many more students will
step forth and take advantage of the resources for
which they are eligible. How would this affect the
projected costs of the program? A take-up rate of 85
percent would represent a significant improvement
over the current take-up rate, and would increase

13. All cost estimates are based on NPSAS 2003-04 data (ED 20054a; see Appendix C for details). Using income data provided in this survey,
we calculate aid eligibility under our proposal and use survey weights to calculate national estimates. To estimate costs under the current
system for the same students, we use detailed information from FAFSA applications included in the survey data to replicate Pell eligibility,
and then add to this amount the average education tax credit claimed by individuals in the student’s income category.

14. This calculation assumes a 3.5 percentage point enrollment impact per $1,000 in aid. A 6 percentage point increase in the share of young
people attending college corresponds to a 9 percent increase in the number of students in college (since 67 percent of young people attend

college). Costs would therefore increase 9 percent, as well.

15. The Congressional Research Service (Stedman 2003) provides statistics of Pell receipt by income that would translate into a take-up rate
of approximately 70 to 80 percent among low-income students. The American Council on Education (2004) estimates that 16 percent of
full-time students who did not apply for aid may have been eligible for a Pell, which would translate into a Pell take-up rate of approxi-
mately 80 percent among full-time students. Our own estimates using NPSAS (ED2005a) suggest even lower take-up: we find that 58
percent of Pell-eligible students claim their grant, while 65 percent of total Pell dollars are claimed.

16. See Currie (2004) on low take-up in social programs.
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the cost of our proposal to $23 billion. If college
enrollment also increases, as discussed above, this
would yield a total cost of $25 billion.

Some have cautioned that a high take-up rate
would make our approach “too expensive.” Cur-
rently, complexity and uncertainty keep program
costs down by discouraging the neediest students
from applying. This is a cowardly way to ration
scarce aid funds. If we need to ration aid, we
should do so honestly, by designing a program
that in practice as well as in principle reflects our
distributional priorities.

Winners and Losers

Aid simplification produces both winners and los-
ers. Losses are inevitable when simplification is
constrained by revenue neutrality.'” The only way
to simplify and keep everybody whole is to increase
spending. Even producing winners can cause politi-
cal problems. Winners are those whose aid eligibil-
ity increases when we shift to a simpler measure-
ment of income. By implication, many families who
do not currently “deserve” aid will get it under a
simplified system. Some will perceive the receipt of
aid by such students as fraud, or evasion, or a policy
failure. Creating winners and losers is an inevitable
cost of simplification, but one we believe is ultimate-
ly outweighed by the benefits conferred on the vast
majority of students and especially on the student
teetering on the margin of entering college.

Theaverage student gains nearly $300 from our pro-
posal (see first panel of Table 5; all increases and de-
creases are relative to the current Pell plus estimated
tax credit). The gains are concentrated among those

whose family income is less than $30,000 a year.
Gainsdonotvaryacross type of school attended (i.e.,
public, private, two-year, or four-year).

Working students see large gains. Among depen-
dent students, funds shift toward those who work.
For dependents who work any hours, the average
increase is $198; for those who do not work at all
(one-fourth of dependent students) the average
grant drops by $78. Students who earn $6,200 or
more gain an average of $491.18

Independent students also see large gains, primarily
because of the reduced tax on their work effort. The
average grant for independent undergraduates in-
creases by $456, relative to their current Pell Grant
and education tax credits.

Because we have eliminated assets from the aid for-
mula, some funds will newly flow to those whose
assets currently render them ineligible for a Pell
Grant. A cost of simplification is that some funds
will flow to those we do not currently consider
needy. A small number of families have low income
but substantial assets; under the proposed system,
they will get grants. Among dependent aid appli-
cants, 1 percent of parents have financial assets of
more than $390,000, and their grants will rise by
$330, to $510.1 Since they are such a small slice of
the population, the cost of this increase is just $17
million.

This small increase in costs should be weighed
carefully against the substantial decrease in com-
plexity that dropping assets from the federal aid
formula confers. When assets are part of the aid
formula, we can’t use the tax system to determine

17. The Final Report of the President’s Advisory Panel on Federal Tax Reform (2005) makes this point very nicely in the context of tax sim-

plification.

18. Note that $6,200 does not necessarily imply a level of work that would cause grades to suffer. At $8 an hour, $6,200 corresponds to 775
hours worked annually. At that hourly wage, a full-time job over the summer would take care of 520 of those hours, leaving about seven

hours a week for the student to work during the school year.

19. The asset figures quoted in this paragraph are for those assets that are counted by the federal aid formula. The federal formula does not
count housing equity or retirement assets when considering a family’s ability to pay. Few families have substantial financial assets outside
of their retirement accounts (especially families with income in the Pell range), which is why excluding all assets from the aid formula has

very little impact on the distribution of the Pell.
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aid eligibility, since the tax system does not col-
lect asset information. If we keep assets in the
formula, we have to require a separate application
for student aid.?

We have tried to minimize losses under our pro-
posal. The correlation of current aid with our radi-
cally simplified grant table is 84 percent. Overall,
49 percent of current aid applicants would see their
grants change by less than $250 (we consider such
applicants neither winners nor losers). About 34
percent would gain more than $250, and about 14
percent would lose more than $250. Only 8 percent
would lose more than $500.

It would be relatively inexpensive to make sure that
no current students see reductions in their grants: it
could be done by grandfathering in current Pell re-
cipients. This approach would guarantee that new
grants going to current Pell recipients would be no
smaller than current grants to those recipients. All
students, old and new, would apply under the new,
simplified system. A student who received a Pell the
previous year, and whose family income had not
increased substantially, would be “held harmless”
and given the maximum of her previous Pell and
her grant under the new formula. While this would
impose small transition costs in the first few years, it
would allow certainty in aid for current students and
increase the political viability of the proposal.?!

20. The federal government does not consider assets in distributing the education tax credits, so we currently have a double standard regarding
the relevance of assets for determining the ability to pay for college. Nonetheless, we understand that eliminating assets from the federal
aid formula is a hot-button issue that may make political waves for the proposal.

21. We estimate that this “hold harmless” provision would cost $300 million to $600 million in the first year; the costs would decline as current

students finish college.
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TABLE 5
Changes in Average Grants and Total Funding by Selected Characteristics

Percent of Median Mean change Total change
Distribution of changes in funding student pop. change per student ($Billions)
Total change for undergraduates 100.0% $121 $284 2.840
Income less than $15K 25.3% $250 $497 1.260
Income $15-30K 24.0% $53 $525 1.260
Income $30-45K 15.2% $137 $105 0.160
Income $45-60K 10.6% $144 $3 0.003
Income $60-75K 8.0% $189 $184 0.148
Income over $75K 16.9% $0 $5 0.009
Four-year public students 34.9% $48 $283 0.989
Four-year private student 23.4% $17 $264 0.619
Two-year public students 33.1% $184 $299 0.989
Two-year private students 4.3% $236 $409 0.013
Dependent students 52.5% $0 $128 0.673
Independent students 47.5% $203 $456 2.170
Total change for dependent undergraduates 100.0% $0 $128 0.673
Students with no earnings 25.5% $0 -$78 -0.104
Students with earnings 74.5% $18 $198 0.776
Earnings above $6200 (75pctile) 24.9% $200 $491 0.642
Parental assets below $1500 50.3% $84 $122 0.322
Parental assets above $1500 49.7% $0 $134 0.351
Assets above $15,600 25.0% $0 $184 0.242
Assets above $76,000 10.0% $0 $257 0.135
Assets above $390,000 1.0% $0 $330 0.017
Income less than $15K 10.7% $250 $444 0.250
Income $15-30K 17.8% -$52 $252 0.236
Income $30-45K 16.4% $123 $75 0.065
Income $45-60K 13.7% $164 -$4 -0.003
Income $60-75K 12.1% $189 $188 0.119
Income over $75K 29.3% $0 $4 0.006
Total change for independent undergraduates 100.0% $203 $456 2.170
Student assets below $1500 85.7% $209 $455 1.830
Student assets above $1500 14.3% $178 $458 0.334
Income less than $15K 41.5% $250 $512 1.010
Income $15-30K 30.8% $153 $699 1.020
Income $30-45K 13.8% $146 $145 0.095
Income $45-60K 7.0% $116 $17 0.006
Income $60-75K 3.5% $122 $172 0.028
Income over $75K 3.3% $0 $17 0.003

Source: Authors’ estimates using a sample of 51,822 undergraduates from the 2003-2004 NPSAS.
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Questions and Concerns

Doesn’t complexity help us target limited
funds to those that need it most?

The design of the current student aid system shows
that the nation wants to give more money to needy
students: otherwise, we would have no application
and just give everyone the same grant amount. In
this sense, complexity in aid is well intentioned: it
aims to measure precisely each family’s ability to
pay for college. The more detailed the questions,
the more precisely the program can distinguish be-
tween two individuals who may have very different
situations, but who would appear similar if fewer
questions were asked. For example, financial aid ad-
ministrators tend to worry about families with low
incomes but high assets, or high income but several
children in college.

So why don’t we have a three hundred-page appli-
cation that meticulously verifies information about
wealthy grandparents and every other circumstance
we can think of? Because, at some point, the costs
of additional complexity outweigh the benefits of
additional precision in measuring an individual’s
circumstances (Kaplow 1990, 1996). It is equitable
and efficient to tolerate some complexity in order
to target funds to those who are neediest. But di-
minishing marginal returns can set in, and at some
point the additional questions do more to increase
costs than they do to improve targeting. These costs
include (1) compliance costs for applicants, such as
time spent learning about the rules and formulas,
collecting the required documents, and completing
forms; and (2) administrative costs that fall primar-
ily on schools but also on the government, and ul-
timately fall on students and taxpayers in the form
of higher prices, higher taxes, or reduced services.
Finally, these costs include (3) efficiency loss as
some individuals alter their behavior in attempts to

take advantage of myriad provisions and loopholes.
While the costs are high, our research (Dynarski
and Scott-Clayton 2006a, 2006b) shows that the
benefits are remarkably small. Out of more than
one hundred questions on the FAFSA, only a few
have any substantial impact on grant eligibility.

How does complexity in the aid system harm
needy families?

Complexity in student aid disproportionately bur-
dens the very groups we are trying to target. We
have heard repeatedly from college-educated pro-
tessionals (including college professors!) that they
have suffered through many nights on the home
computer and Internet, filling out the FAFSA for
their college-bound child. Imagine, then, the time,
stress, and effort the aid process imposes on parents
who have never gone to college, those who don’t
speak English, and those who have no computer
at home, much less an Internet connection. On all
of these key dimensions, low-income families—the
target of need-based aid—are the worst oft:

B Half of low-income high school seniors have no
parent who attended college (ED 2002).?

B Thirteen percent of low-income youth live in
families in which English is not the primary
language; this is double the rate of high-income
youth (ibid).

B Low-income families typically don’t have In-
ternet access at home. In 2003, more than two-
thirds of children from families with incomes
below $25,000 had no Internet access at home,
compared with 12 percent of families with in-
comes above $50,000 (Day, Janus, and Davis
2005).2* Families may be reluctant to take their

22. Authors’ calculations, comparing families with income below $25,000 to those with income above $50,000.
23. Authors’ calculations using published tables from the computer and internet supplement to the Current Population Survey (Day, Janus,

and Davis 2005).

22 THE HAMILTON PROJECT | THE BROOKINGS INSTITUTION



COLLEGE GRANTS ON A POSTCARD: A PROPOSAL FOR SIMPLE AND PREDICTABLE FEDERAL STUDENT AID

financial documents to a school or a library in
order to enter data into a public computer. Even
locating financial records is an obstacle for poor
students, due to higher mobility rates and sepa-
ration of children from parents.

When the burdens of additional complexity fall
most heavily on the very groups we are trying to
help, the benefits of complex targeting may be even
lower in practice than they appear by design. The
earned income tax credit (EITC) is one example
of a program that is highly targeted by statute, but
that is less targeted in practice due to its complex-
ity. Three-quarters of EITC recipients (who are, by
definition, very poor) pay professional tax preparers
to file their tax returns. The fees they pay erase a
substantial percentage of the benefit of the EITC
(President’s Advisory Panel on Federal Tax Reform
2005).

The bottom line is that the costs of complexity are
highly regressive, falling heavily on low-income,
non-White,
whose lagging educational levels are repeatedly

and non-English-speaking youth

cited as a justification for need-based financial aid.
Complexity arises from well-intentioned efforts to
target funds, but in practice this complexity sig-
nificantly reduces both the efficiency and equity of
federal student aid.

Won't lots of wealthy families start applying
for aid if we stop taxing assets in the aid
formula?

The “taxation” of assets by the aid formula has been
roundly criticized by economists. Edlin (1993) and
others have argued that the taxation of assets by the
aid formula creates horizontal inequities: families
with identical lifetime earnings can be treated very

differently by the aid system, with aid reduced for

the family that has sacrificed consumption in order
to save for college.?*

In practical terms, assets have little impact on the
calculation of federal grants. We checked this by
dropping assets from the aid formula, leaving all
other aspects of the aid calculation intact. The Pell
Grant did not change at all for 75 percent of the
sample. Total Pell expenditures in this simulation
increased by just 3.3 percent.

Assets have little effect on aid eligibility because few
households have assets that are included in the for-
mula. Families hold the vast majority of their wealth
in homes and retirement funds, both of which are
protected by the aid formula. Other financial as-
sets count only if they are above a threshold (up to
$54,500) that increases with the age of the parents.
Among dependent students who file a FAFSA, 85
percent have no assets above the disregard. Among
those from families with income below $50,000, 93
percent have no assets above the disregard. As a re-
sult, for the overwhelmingly majority of families,
the effective tax rate on assets is already zero—yet
the data on assets are still gathered.”

It could be true, however, that families with sub-
stantial assets simply do not file a FAFSA, since
they know they will not be eligible for aid. In this
case, students in the NPSAS (ED 2005a) who file
a FAFSA would not be representative of the entire
population of college students, and our proposed
simplification would be more expensive that the
FAFSA simulations would suggest. We can eas-
ily check on this by comparing assets of current
FAFSA applicants to assets of all households with
similar incomes. We do so using data from the Sur-
vey of Consumer Finances ([SCF] 2004), ?¢ focus-
ing on households with children and incomes below

24. A rejoinder is that assets serve as a summary statistic for lifetime earnings, which are imperfectly captured by current earnings. Rather than
use assets as a proxy for lifetime earnings, we could instead use IRS data to directly measure multiple years of earnings. We consider this

a sensible option worth consideration.

25. For 99 percent of aid applicants, the marginal tax rate on assets is zero. We obtain this figure by adding $100 to every applicant’s financial
assets and recalculating aid. For 99 percent of the sample, Pell eligibility is unchanged.

26. The statistics citing the SCF 2004 are the authors’ calculations using the SCF public data and tabling wizard. The data and tabling wizard
are available for download. The SCF is a triennial survey of the balance sheet, pension, income, and other demographic characteristics of
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$50,000 (which is the effective income cap for Pell
eligibility).”’

Among all such households, the fiftieth percentile
of nonretirement financial assets is below $1,000
and the ninety-fifth percentile is below $40,000.%8
The analogous figures for the fiftieth and nine-
ty-fifth percentiles of dependent Pell recipients
in NPSAS are $200 and $31,000, respectively.?’
These figures indicate that the assets of households
currently applying for aid are quite similar to the
population that could apply for aid. These statistics
offer no support for the concern that a substantial,
hidden population of low-income, high-asset fami-
lies will gain Pell eligibility if assets are completely
removed from taxation. This is not to say that no
such families will gain eligibility: 0.25 percent of
families with income in the Pell range have more
than $250,000 in nonretirement financial assets.
This is a minute portion of the population, and so
the program costs of “wrongly” giving Pells to such
asset-rich, income-poor families are low. By con-
trast, the resulting reduction in compliance costs
is large once it is aggregated across the other 99.75
percent of households.

If people are dissuaded from college just
because they don’t want to fill out a FAFSA,
doesn’t that suggest that they are not really
“college material”?

The problem with federal student aid goes far
beyond the aggravation of filling out a confusing
form. The FAFSA and the aid process highlight
costs, obscure benefits, generate uncertainty, and
ignore well-understood behavioral phenomena
that can limit participation. For all of these reasons,
complexity is not just an annoyance, but is a seri-

ous barrier to efficiency and equity of student aid.
Theory and empirical evidence both suggest that
the federal aid system is poorly designed if the goal
is to get more people into college. We provide some
of this evidence here.?°

Economists and psychologists have found that in-
dividuals’ decisions are strongly influenced by their
default course of action (Samuelson and Zeckhaus-
er 1988). An influential study examined retirement
saving at a large financial firm (Madrian and Shea
2001). At this firm, 401(k) participation required
that new employees check a box on a form; the
consequence of not checking that box was not par-
ticipating in the 401(k). That is, the default option
was nonparticipation. Despite the low transaction
costs of enrollment and strong financial incentives
(tax advantages plus an employer match of savings),
participation rates were low. The company made a
minor change: nonparticipation now required that
the new employee check a box on a form, making
participation the default option. This small change
in program design had a profound effect on be-
havior, increasing participation by 50 percentage
points.

Seemingly minor obstacles put low-income youth
off the path to college, much as adults are put off
the path to saving by bureaucratic details. A study of
high school seniors in Boston found that few low-
income youth make a deliberate choice to not to
go to college. Rather, they miss a key deadline, or
incorrectly fill out a form, or fail to take a required
class, and thereby fall off the path to college (Avery
and Kane 2004).

For upper-income teenagers, the affirmative actions

U.S. families. The study is sponsored by the Federal Reserve Board in cooperation with the Department of the Treasury. Since 1992, data
have been collected by the National Organization for Research at the University of Chicago (NORC). A nationally representative sample
of approximately four thousand five hundred families is interviewed in the main study.

27. We call it an “effective” cap since there is no law or regulation that specifies an income above which families cannot get a Pell Grant. In
practice, virtually no families with more than $50,000 in income receive a Pell.

28. Authors’ calculations from SCF (2004). Figure is for households with children and incomes below $50,000.The ninety-ninth percentile of
financial, nonretirement assets for this population is roughly $160,000.

29. The ninety-ninth percentiles of nonretirement financial assets for dependent and independent Pell recipients are $95,000 and $13,000,

respectively.

30. A fuller exposition of the theoretical and empirical insights into aid provided by behavioral economics can be found in Dynarski and Scott-

Clayton (2006a).
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of their parents and schools establish college entry
as the “default” path. Their high schools guide them
through the multiple steps and deadlines of the col-
lege and financial aid process. Schools provide on-
site SAT preparation, schedule exams for students,
organize the writing of recommendations, and re-
peatedly remind students about relevant deadlines.
Informal guidance and support is also provided by
their college-educated relatives and neighbors, who
act as de facto guidance counselors.

By contrast, due to their comparatively weak in-
stitutional and social supports, the default option
for low-income students is to not go to college.
Navigating the maze of college and aid application
requires both formal and informal support. Lower-
income schools receive fewer visits from college
representatives and have fewer guidance counselors
per student. Parents and siblings are not as likely to
have gone to college, and so cannot compensate for
this lack of institutional support.

What is the evidence that this proposal
would increase college enrollments?

There is plenty of evidence that simple student
aid programs can increase college enrollments by
about 3 to 4 percentage points per $1,000 in grants
(Dynarski 2002). For example, the Social Security
student benefit program substantially increased
college enrollment rates among eligible youth
(Dynarski 2003). Under this program, children of
Social Security beneficiaries continued to get their
benefits past their usual expiration at age eighteen,
as long as they were enrolled in college. The com-
pliance costs were minimal. The Social Security
Administration sent a letter to child beneficiaries
shortly before their eighteenth birthday, asking if
they intended to go to college. If they replied in the
affirmative, checks continued to arrive. Renewal re-
quired confirmation of enrollment from the college

registrar. The program provided early information,
in that beneficiary families were familiar with the
provision. Families knew the exact amount of the
benefit, since they were already receiving it.

Another simple program, Georgia’s HOPE Schol-
arship, requires only thathigh school students main-
tain a 3.0 GPA in high school in order to have their
tuition and fees paid at any public college in Geor-
gia. High schools proactively send transcript data
to the state in order to identify scholarship winners.
For most students, the HOPE application consists
of a half-page of basic biographical information.
High school students are knowledgeable about the
program. More than 70 percent of Georgia high
school freshmen surveyed were able to name the
program without prompting. Fifty-nine percent,
when asked to list some requirements of HOPE,
replied that a high school GPA of 3.0 is necessary
(Henry et al. 1998). The program substantially in-
creased college entry in Georgia (Dynarski 2000),
as well as the share of young people completing a
college degree (Dynarski 2005). Research on simi-
lar state programs has produced similar findings
(Kane 2003; Dynarski 2004a, 2005).

By contrast, there is little to no persuasive evidence
that the current Pell Grant program affects the
college enrollment decisions of young people.’!
Similarly, evidence (Long 2004) indicates that the
education tax credits have no impact on college at-
tendance rates. A plausible explanation is that the
aid process effectively screens out students who are
teetering on the margin of college entry. A prospec-
tive student who is able to deduce her aid eligibility,
apply to college without knowing what resources
will be available to pay for it, and successfully com-
plete the FAFSA reveals herself, almost by defini-
tion, as firmly committed to attending college, re-
gardless of the availability of federal aid.

31. An early study by Hansen (1983) examined enrollment rates before and after implementation of the Pell Grant program. Hansen found
that while enrollment rates of all income groups increased during the 1970s, enrollment among low-income students (the targets of the
Pell Grant) did not increase. Kane (1995) used more years of data and limited the sample to women, whose enrollment patterns were less
disrupted by the Vietnam War; he was also unable to find an effect. Seftor and Turner (2002) found a small effect of Pell Grants on college
enrollment for older, independent students. Bettinger (2004) found suggestive evidence that Pell Grant size affects college completion,

but noted that his results were very sensitive to specification.
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If our proposed program had the same effects as
other simple programs, we might anticipate a 5.6 to
7.4 percentage pointincrease in college enrollments
given an average expected grant size of $1,854 (for
undergraduates). We might expecta 7 to 9 percent-
age point increase in enrollment rates among stu-
dents from families earning less than $50,000, given
average grants of $2,505 for this group. If realized,
these effects would increase the costs of the pro-
gram by about 9 percent, unlike many other federal
expenditures, however, this is an investment that is
likely to pay for itself over the long run, through
increased productivity of the workforce.

If taxes aren’t filed until mid-April and
students enroll in September, will there

be enough time to get aid vouchers out to
students?

A potential logistical hurdle is that the IRS is not
able to confirm income data immediately after re-
ceiving an income tax return. Thus, even though
the deadline for tax filing is April 15, it may be
several months before the IRS can forward income
information to the Department of Education. Note
that students and families can closely estimate their
eligibility simply by looking at the eligibility table,
well before they even start thinking about filing
their taxes. The question is whether and how this
information can be confirmed in time for college
enrollment, when funds are needed.

There are at least two ways around this problem.
First, eligibility could be based on income from a
previous tax year. Currently, aid eligibility for 2006—
07 is based on income from the 2005 tax year. If it
were instead based on the 2004 tax year, eligibility
could be confirmed a full year prior to enrollment—
in the fall of a student’s senior year of high school,
for example. Because the IRS can provide tran-
scripts of up to three years of prior taxes (and does
so for thousands of “no paperwork” mortgage ap-
plications each year), eligibility could even be based
on an average of several prior years of income.

A second possible solution is for the IRS to forward
preliminary income information to the Department
of Education as soon as it is submitted, before the
IRS completes its verification processes. Vouchers
could then be mailed out on the basis of this pre-
liminary information, with the understanding that
awards will be adjusted if the information is found
to be incorrect. This is similar to how the current
system operates: students self-report information
from their income taxes, or estimate the informa-
tion if they have not yet filed. If the information
then changes or is found to be incorrect, the student
must submit a correction.

If the IRS would agree to forward preliminary in-
formation, this would be a significant improvement
over the currentsystem: all preliminary information
would be automatically verified within a few months,
and aid corrections would be automatic (students
would not have to reapply). Since funds would not
be disbursed until students enroll in the fall, and
would then be disbursed in installments, this would
limit the incidence of significant adjustments.

How would this system work for students
who are not required to file taxes?
Approximately six hundred and forty thousand (6
percent) federal student aid applicants do not cur-
rently file a tax return (ED 2005a). Just as is true
with the EITC, families would have to file taxes if
they wish to receive program benefits.’> Many of
these families would be able to file the 1040EZ tax
form, which—at one page and only thirty-seven
questions—is significantly less burdensome than

the FAFSA (five pages and 127 questions).

If a nonfiling student decides after the April 15 tax
deadline to enroll in college, she could complete
and submit an income tax form late, providing a
copy to the school. While the student and school
wait for eligibility to be verified, a compromise
might be to require the school to apply the expected
grant amount to tuition and fee charges, but not

32. For those rightly concerned about undocumented, immigrant students, such students are currently ineligible for federal student aid and
the education tax incentives. They fare no better and no worse in our proposed system than they do in the current system.
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allow the school to refund any excess funds to the
student until eligibility can be verified.

Doesn’t the FAFSA already provide simplified

options for the poorest applicants?

Opver the years, Congress has passed several provi-
sions aimed at simplifying the aid formula. In 1992,
Congress mandated an automatic-zero EFC for
families with taxable income below $15,000 who are
also eligible to file an IRS Form 1040A or 1040EZ.
These applicants can potentially skip more than
fifty of the financial questions on the FAFSA. In
1986, Congress mandated a “simplified needs test”
for families earning less than $50,000 who are eligi-
ble to file the 1040A or 1040EZ; for these families,

asset information can be disregarded.

While laudable in intent, these efforts have been
ineffectual. As implemented, these simplifications
have had virtually no impact on the aid system as
it is experienced by students and their families. In
our sample, just half of applicants from families
with income between $5,000 and $15,000 had their
applications processed using the automatic-zero
EFC or the simplified needs test. Even among the
applicants whose FAFSAs were flagged as having
received this simplified treatment, the evidence
indicates that the student’s own application expe-
rience was not simplified. Among those who had
their FAFSA processed using the simplified needs
test and who were eligible to skip the asset ques-
tions, at least 48 percent provided asset informa-
tion. Among those who had their application pro-
cessed under the automatic-zero EFC formula, 90
percent had responded to questions that they were
not required to answer. For example, 63 percent
reported nonzero amounts on nonrequired income
questions and 30 percent reported nonzero assets.

In effect, these simplifications have only made
things easier for the computer that processes aid

applications. Simplifications are not communicated
to students and their families; they are never men-
tioned on the paper FAFSA, which is used by about
half of dependent, undergraduate applicants whose
families’ incomes are below $50,000 (ED 2005a).*
Even the online FAFSA only offers the option to
skip the relevant questions mid-application, and
then warns that some schools may require that the
questions be answered (ED 2005c¢). This phrasing
will frighten many students into filling in the com-
plete application.

A critical shortcoming of these past efforts at sim-
plification is that they have focused too heavily on
simplifying the aid form itself, without adequate
attention given to reducing complexity and un-
certainty in the overall process. We must do more
than simplify the application form; we must make
it easier for students and their families to predict,
years in advance of the college decision, how much

aid they are likely to get.

How will states react to federal
simplification?

One concern is that the states will not go along with
the proposed program, and will demand that stu-
dents fill out complicated aid forms for state aid.
'This could make things worse for students if every
state creates its own aid form to replace the FAF-
SA. Before the FAFSA was introduced in the early
1990s, different states had different aid application
forms, generating confusion and duplicative paper-
work for families. The goal of the FAFSA was to re-
place these multiple forms with a single form. The
unfortunate product of this well-intended effort
was a form that includes every data item needed by
any state. The Department of Education has polled
the states about which data items they actually use
in giving out their aid, but it appears that the De-
partment of Education has taken an “opt out” ap-
proach on this question: unless a state affirmatively

33. Authors’ calculations. Note that the Department of Education frequently cites the following statistic: less than 10 percent of applicants use
the paper form (see, e.g., LeBlanc and Brown 2006, slide 43). This statistic is heavily weighted by renewal applicants, who are much more
likely to use the online process. Nearly 30 percent of first-time applicants still use the paper form (ED 2005b filing statistics; includes the 6
percent of applicants who fill out a paper form and then have their school file their application electronically); applicants from low-income

families are even more likely to rely on the paper form.
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states that it is willing to give up a data item, it stays
on the FAFSA. The product of this approach is an
ever-lengthening FAFSA.

The Department of Education’s timidity and states’
foot-dragging have crippled the effectiveness of two
attempts to simplify: the simplified needs test and
the automatic-zero EFC. Both of these provisions
should allow very low-income aid applicants to skip
many questions on the FAFSA. But in the online
application process, the option to skip questions
only appears if the student is from a state that has
agreed to accept the shortened FAFSA.3* Thirty-
two states have refused to accept it. Even for stu-
dents from the remaining states, skipping questions
is presented as an option, with the warning that it
could compromise aid eligibility. Unsurprisingly,
many students end up answering questions they
don’t have to.

So how do we keep the states from derailing this
simplification effort? There are two questions to
ask in this context: First, how much need-based
state aid is there, and is that amount commensurate
with the complexity its distribution imposes on mil-
lions of college students and their families? Second,
is there a way to convince states to distribute their
aid using less information?

How much state aid is there? The states give out
a total of $4.2 billion in need-based grants (Na-
tional Association of State Student Grant and Aid
Programs [NASSGAP] 2005). One-third of that
amount is given out by states that have already
agreed to the simplified data for low-income stu-
dents described above. In our sample of under-
graduate aid applicants, need-based state grants
average $400, compared with an average of $1,235
for Pell Grants, which means that the states are

giving out about one-third as much aid as the
federal system does.’® A few generous states skew
these figures; in just seven states average grants
for undergraduate federal aid applicants exceed
$500. Eight states account for two-thirds of all
state grants; one-fourth of the states account for
80 percent of the grants (ED 2005a). The typical
state gives out less than $200 per undergraduate
(NASSGAP 2005). That’s a lot of complexity for

not much money.

Can the states be convinced to make do with less
data from aid applicants? No one likes change, so
it is unsurprising that the states have not jumped
to attention when asked to simplify their proce-
dures. Incentives are always helpful when trying to
elicit cooperation. There are negative incentives:
the Department of Education could reduce federal
grants for students in states that refuse the simpli-
fied formula. That’s a big stick, one that would hurt
a lot of students until their home states got into
line. Carrots—not sticks—are the right approach
here. We suggest that the federal government
match state grants that determine need using only
the data required for our proposal (adjusted gross
income and household composition).’® The Lever-
aging Educational Assistance Partnership (LEAP)
Program could be the vehicle for such a matching
program.?’

How wiill colleges react to federal
simplification?

One concern is that colleges will not agree to go
along, and will demand that students fill out com-
plicated aid forms in order to get aid that is paid
for out of the colleges’ coffers (“institutional aid”).
This could make things worse for students if ev-
ery school creates its own aid form to replace the

FAFSA.

34. The Department of Education does not provide a shortened FAFSA in paper form. All applicants who use the paper FAFSA are required
to fill out the entire FAFSA, even if they meet the criteria for a simplified application.
35. The variable measuring state aid in NPSAS does not distinguish between aid that is based only on need and aid that is based on both need

and merit.

36. Such a simplification incentive could be put in place even if our full proposal is not implemented. As described above, many states refuse to
accept simplified FAFSAs for low-income students. A carrot of matching grant funds might give those states the impetus to allow existing

simplifications to work.
37. Thanks to Brian Fitzgerald for suggesting this approach.
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Schools that give out substantial amounts of their
own aid and enroll wealthy students already sup-
plement the FAFSA with additional aid forms,
such as the College Board’s College Scholarship
Service (CSS) PROFILE. About 270 schools (in-
cluding only six public institutions) currently use
the CSS PROFILE, out of more than 4,200 two-
and four-year colleges nationwide. We anticipate
that these schools will continue to use these forms
in distributing their own aid: we see no problem
with that.

Why don’t we care if elite schools use complicated
forms to give out their own aid funds? First, because
it’s their money. Second, because any student who
is confident enough to apply to an elite college is
clearly not dissuaded from college by complexity
and uncertainty in aid. Students discouraged by
complexity and uncertainty in the aid system are
more likely to attend community colleges and state
universities.

For the typical student who attends a community
college or state university, government aid is the
only aid. These schools don’t have their own funds
of any consequence to distribute. Yes, a few have
small pots of money, but let’s remember the costs
and benefits of complexity. Should a community
college impose a lengthy aid application on all its
students in order to give out a tiny grant to a few
students? They should not, we would argue. They
may do so, nonetheless. So, we should give them
incentives to do the right thing. We could, for ex-
ample, add a bonus to the federal grants of students
at schools who agree to use the simplified formula.
The rule could be that any student who is eligible
for the grant listed in Exhibit 1 cannot be required
to fill out a complicated form to access institutional
funds, or else the school forfeits the bonus for its
students.

Aid simplification could substantially benefit pub-
lic colleges that are stressed by shrinking state sup-
port. Think about all of the money that goes into
processing aid forms, verifying applications, and
sending out award letters. Imagine if all the money

and labor spent on these tasks could instead go into
counseling and teaching students!

What about loans?

The grants proposed are sufficient to cover tuition
at community colleges and many public universi-
ties. They will not cover living expenses, or tuition
at the more expensive public universities. As is the
case now, loans would be necessary to cover the
shortfall. We chose to focus our proposal on grants,
to emphasize the point that existing grants and tax
credits could be distributed simply while still main-
taining the same distribution of aid. We can easily
apply the same concepts and analysis to subsidized
Stafford loans, and assign them based on income
alone.

In an ideal world, we would pair the simplified grant
discussed in this paper with an income-contingent
loan program similar to those operating in Austra-
lia, New Zealand, and the United Kingdom (Chap-
man 2005, Barr 2004). In these programs, former
college students repay their loans as a percentage of
their payroll earnings. This forward-looking needs-
analysis approach has good distributional charac-
teristics: the beneficiaries of college pay for its costs,
but they are insured against bad labor market draws
that would saddle them with unsustainable loan

payments.

The Pell Grant isn"t poorly designed, just
underfunded. Shouldn't we just devote more
money to need-based student aid?

Our goal is not to debate spending priorities, but
to show how current funds could be spent much
more effectively. The costs of complexity and un-
certainty are real, and they fall most heavily on the
very students we hope to target with need-based
aid. Complexity and uncertainty limit the equity
and the effectiveness of the current system.

Moreover, the lack of adequate funding in the
Pell program, the largest federal need-based grant
program, may be no coincidence. While the Pell
Grants’ purchasing power has fallen, funding for
tederal higher education tax benefits and state merit
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aid programs has increased. The public seems to
support increased spending on higher education,
but those who need the most help are missing out
on the benefits. Pell Grants currently isolate low-
income families in their own program. By merging
the Pell program with the education tax benefits,
the power of the middle class can be harnessed to
ensure a broad base of support and sustainable fund-
ing for a program that benefits families across the
income distribution, but that provides extra support
for the neediest.

Conclusions

There is no doubt that the federal aid system gets
grants and loans to many families who would be
worse off without it. There is little evidence that
this aid gets more young people into college, how-
ever. In this paper, we have proposed a radical sim-
plification to the aid system that will preserve its
distributive properties while enhancing its positive
impact on schooling decisions.

The basics of need-determination have changed
little since they were laid out more than 50 years
ago. At a College Board conference in 1953, John
Monro, then-dean of admissions at Harvard Col-
lege, described to his colleagues at other elite col-
leges the formula he had been using to distribute
aid to Harvard admits. The assembled college
administrators were eager to establish a common
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formula for assigning aid so that they could quash
the competitive bidding for the best students that
had recently developed. Within a year, a common
aid application was in use (the Parents’ Confidential
Statement) and the new CSS had been established
by 94 charter members (Duffy and Goldberg 1998,
Wilkinson 2005).

Then, as now, Harvard and other elite schools
sought exhaustive measures of wealth and income
to tailor their scholarships. Until 1973, the aid ap-
plication asked about make and model of the fam-
ily car (Wilkinson 2005). Today’s FAFSA and aid
formula reflect this peculiar history, providing
extremely fine measures of ability to pay at levels
of income that far exceed the effective cutoffs for
federal aid. While these distinctions are critical at
institutions that provide need-based grants to fami-
lies with incomes well above $100,000 (Dynarski
2004b), we have shown that such fine measures are
irrelevant for the distribution of Pell Grants.

The U.S. system for subsidizing college students
hides information about the affordability of college
behind a thicket of paperwork. It delays sharing in-
formation about the affordability of college until it
is too late. It is time for the federal aid system to
uncouple itself from the needs of elite schools such
as Harvard and Princeton, and concentrate on the
needs of young people unnecessarily dissuaded from
college by the impression that it is not affordable.
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July 1, 2006 — June 30, 2007

state studant grants, work-study and loans.

Or apply free online
al www.fafsa.ed.gov.

Applying by the Deadlines

For federal oid, submit your application as early a5 poessible, but noe earlier than
January 1, 206, We must recenve your application no later than July 2, 2007, Your
college must have your correct, complete wmivrmation by your last day of enrollment in
the 20KK-2MT schosl yenr,

For state or college md, the deadline may be as early as Jameary 2006, See the table 1o
the right for state deadlines, You may also need to complete addivional formes, Check
with vour high school guidance counselor or a financial wid administrator at your
college about state and collage sources of student aid ongd deadlines,

I wou wre Filing close o one of these deadlines, we recommensd vou fille onling
www, fafsod.gpov, This is the fastest and casiest way toapply for ad,

Using Your Tax Return

IF you are suppased 1o file a 2005 federal income tax return, we recommend that you
complete it before filling out this form. 1 you have not yet filed your return, you can
still submit vour FAFSA, but vou must provide income and tax information, Euc-: Yol
file your X retur, correct any income of tax information that is different from what
vou mitially submiticd on your FAFSA.

Filling Out the FAFSA
Your answers on this form will be read elecronically, Therefore:
=y Black ink and il in owals -
ot s Correct ® Incorrect X ¥

= print clgarly in CAPITAL lethors and [ iisl |EIL |

skip a box between words: M ST
$ 11121, 3/5/6 no cents

= repert dollar amounts (such as
S12,356.41) like this:
Blue is for studemt information and purple is for parent imformation.
lowmment),

and consult with

If you or your family has unusual circumstances (such as loss of ¢
complete this farm to the extent you can, then submit it as instrug)
the financial aid ofTece at the college vou plan to anend.

For more information or help in filling out the FAFSA, call 1-800-4-FED-AID (1-800-

43332420 TTY wsers may call 1-800-730-8913, Or visit our Web site m
wawwstudentaid.ed.goy,

Mailing Your FAFSA

Adter vou complete this application, make a copy of pages 3 through 6 for your
records, Then mail the ﬂnféilul of only pages 3 I.'|'|r|.'|u|5h & in the attached envelope or
wend it 1o Federal Studem Aid Programs, PO Box 4691, M, Vernon, [L 623648-00 5%,
Do ned wend the worksheets on page 5; keep them for your records,

IF wou do et reeeive the results of vour application—a Stedent Aid Report (SAR)
within three weeks, please check online at wwa.fafsa.ed.gov or call 1-800-433.3243,
IT you provided your e-mail address in question 13, you will receive information
about your application within a few days after we process il

Let’s Get Started!
MNow go to e 3, detach the application form and begin filling it
out. Refer to the notes as instructed.

FREE AFPLICATION FOR FEDERAL STUDENT AID

OMB # 1845-0001
STATE AID DEADLINES
File Umline and File On Time
Use this form to apply frae for fedaral and iR e

AR Apal 15, 2006 fdinke feceied)

AR For Academac Challenge - Junc 1, 20K
filte receTvesf)
Faf WarkBonce Grail - Conlac] vour
fmancial asl sdranistieaios,

Ad Jane 30, 2HFT jelare receivedd

*CA For indial awands - Manch 2, 2005

Far additioral communaly college awards -

Seplember I 2008 Gt posimrnbel)

Jani: 30 20006 folare received T stane)

DE Apnl 15, 2006 fdirte recefvea)
FL  May 15, 2048 filare peocessedf

“IA  Jaly 1 206 felate received)

HIL  First-tinec applacants - Scplember 30, 2Nk
Connmmng applicants - August 15, 2006
falite receivesl)

IN March 10, 2006 dfafe recetfved)

Apel 12006 (e receivee)

March 15, 2004 foade recetved)

May 1, 2006

Final deadlinse - huly 1, 20068 Gfnle mecerveal)

Mlay 1, 2004 Gl Fecetved)

MDD March 1, 2006 fadre mecefvead)

ME  May 1, 2006 Gk recertvesf)

NI March 1. 2006 fadirle reoefvead)

MM 30 daps after term starts fdote received)

MO Apnl |, 2006 fdlate received)

March 1. 2006 fdirte receivead)

MO March 15, 2006 dfase recetfved)

NIF  March 15, 2006 doafe recefved)

MNH  May 1. 2006 Glnke Fecetved)

Tanc 1, 2006, af you received a Tustion Add

Cirant in JOHKS- 200

All cther apfilscants

= October 1, 2006, fall & spring 1crms

= March 1, 2007, spring term only

fadinte receives)

FANY May 1, 2007 flnie necerves)

O Oketober 1, 2006 fple recerve)

Apnl 15, 2006

Final deadling - hunc 30, 2006

filte recervesd)

March 1. 2006 fdire receivead

Final deadline - Contact your Nnarcial aid

adminasiralor,

SIANITAYIA IV JLVLS

O

*PA Al 2005-2006 S Geant fécipients & all
=252 Seate Giram rocipicnis
depree programs - May 1, 2006
All ciher appcants - Augast 1, 2006
falmte recerves)
March 1, 2005 fhmye receiveaf)

BRI
SC Jane 30 MK folate receivead
T For State Gramt - May 1, 2006
For State Lottery - Seplember 1, 2006 ffinte
recedvenll
WY March 1, 2006 e recefvedd
Check with your financial aid administrator for
thasa slales and larrdonas:
AL, “AS, GO, "CT, "FM, GA. "GLI, "HI, 1D,
“BH, *MP, M5, "NE, “NM. "NV, PR, "WV,
S0, TH, UT, WA, VI, "WT, WA, Wi and WY
¥ For priovly conssdara o, sulbvmil spevcaion
by date specified.
A Appicanits sncoursgad ke abiain prool of
mai

g,
* Adihtienal form may be required.  moss
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Motes for questions 14 — 15 (page 3)

I wou are an eligible noncitizen, write in your eight- or nine-digit Alien Regisration Number. Generally, yvou are an eligible noncitizen
if vou are (1) a LS, permancai resident with a Permanent Resident Card (1-351); (2) a condifional permancnt resident (1-5351C); or
{1} the holder of an Arrival-Deparure Rmnni{]-ﬁd-} from the Department of Homeland Security showing any one of the following
designations: “Refugee,” “Asylum Granted™ “Parodee” (1-94 confirms paroled for a minimum of one year and stams has not expired) or
“Cuban-Haitian Emrant” Il"l,'ﬁu are in the US. on an Fl or F2 siudent visa, a J1 or J2 exchange visitor visa, or a G series visa (perizining
te invternational organizations), vou must Till in oval e, If vou are neither a citizen nor an eligible noncitizen, vou are not eligible for
federal student aid. However, vou may be eligible for state or college aid,

Notes for question 23 (page 3) — Enter the correct number in the box in question 23,

Enter 1 for 131 hachelor's degree. Enter & for certificate or diploma for completing an
Enter Z for 2™ hachelor's degree. occupational, technical, or educational program
Enter 3 for associate degree (eccupational or teclmical program), ol al least two years.
Enter 4 for associate degree (gencral education or transfer Enter 7 for icaching credential program (nondegree
PrOEran). [rogrm).
Enter & for certificate or diploma for completing an ocoupational,  Enter 8 for graduate or profiessional degree.
technical, or educational program of less than fwo years. Enter 9 for ather/urdecided.
Notes for question 24 (page 3) — Enter the correct number in the box in question 24.
Enter 0 for never attended college & 151 year undergraduane. Enter 4 for 4th year undergraduate/senion.
Enter 1 for attended college before & 151 year undergraduate. Enter 5 for Sih year/other undergracduaie,
Enter 2 for 2nd vear undergraduate/ sophomore, Enter 6 for |51 year graduate/professional.
Enter 3 for 3rd :;E'.ll.' undergraduate junior. Enter 7 For continuing graduareprofessiomal or beyond,
Motes for questions 29 - 30 (page 3)

Some states and colleges offer aid based on the level of schooling your parents completed.
Motes for questions 33 ¢. and d. (page 4) and 71 c. and d. (page 5)

If wou filed or will file a foreign tax return, or 2 X return with Peerto Rico, Guam, American Samoa. the ULS. Virgin [slands, the
Marshall Islands, the Fedemted States of Micronesia, or Palau, use the information from that return to fill out this form. [ you filed a
Foreigm retwrn, convert all fgures 1o LUS. dollars, wsing the exchange rate that is ineffect today, To view the daily exchange rate, go 1o
wwfederalieserye.govioel cases 10/ i pdate.

Notes for questions 34 (page 4) and 72 (page 5)

In general, a person is eligible 1o fle a 1040A or I40EZ if be or she makes less than £ 100,000, does not itemize dedections, does not
receive income from his or her own business or farm, and does not receive alimony, A person is not eligible if he or she itemizes
deductions, receives selfemplovment income or alimony, or 15 requited to file Schedule D for capital gains, 1T vou filed a WD only o
elaim Hope or Lifetime Learning eredits, and you muhrha\e otherwise been eligible for a 1040A or [0EZ, you should answer “Yes™
1o this question,

Notes for questions 37 (page 4) and 75 (page 5) — Notes for those who filed a 1040EZ
On the 1MOEZ, if' a person answered “Yes" on line 3, use EZ worksheet line F 1o determine the number of exemptions (53,200 equals
one exemptiony, ITa person answered “No™ on ling 5, emer 01 iF be or she is single, or 02 1f he o she 15 married,

Motes for questions 43 — 45 (page 4) and 81 - 83 (page 5)
By applying online at www. fafsa.ed.gov, you may be ehigible 1o skip some questions, [ you do not apply onlime, you will net be
pcnulimdyl"ur completimg questions 43=45 and B1-83 on the paper FAFSA,

Met worth means current value mines debd, 1Fnet worth i one million dollars or more, emer $999 999, 1F net worth is negative, emer 0,

Investments include real estate ddo not include the home you live in), trest funds, money market funds, munal fumds, centificaes of
deposit, stocks, stock options, bonds, other securities, Coverdell savings accounts, college savings plans, installment and lnd sale
contracts (including mortgages held), commedinies, ete, For more information about reporting education savings plans, call 1-BD0-433-
3.4;. Tavestment velue includes the market value of these investments as of today, Jrvestment debt means only those debis that are related
T the investments,

Investments do not include the home you live in, the value of life inswrance, retirement plans (penston fumds, annuities, noneducation
IR As, Keogh plans, ete.), and prepasd sustion plans, or cash, savings, and checking accounts already reported in 43 and 81,

Business and/or imvestrment frm value includes the market value of land, buildings, machinery, squipment. inventary, ¢, Business
andor investment farm debt means only those debts for which the business or imvestmemt farm was used as collateral,

Notes for question 54 (page 4)
Amswer “No” (you are not o veterand if you | 1) have never engaged inactive duty in the US, Armed Forces, (2) are currently an
ROTC student or a cadet or madshipman at a service scademy, or (3] are o National Guard or Reserves enlistee activated only for traming.
Also ansover “No™ if vou are currently serving in the LS, Armed Forces and wall continue 1o serve through Jumg 30, 2047,

Amswer Yes™ (e are a veteran) i vou (1) have engaged in active duty in the LS. Armed Forces (Army, Navy, Adr Foree, Marines or
Coast Guard) or are o National Guard or Reserve enlistee who was called to petive duty for purposes other than training, or were o cadet
or midshipman at one of the servace academies, and (2} were released under o conditron other than dishonorable, Also answer =Yoes™ af
ol are e i veteran no but wall be one by June 30, 2007,

ge 2 Motes continued on page 7.
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COLLEGE GRANTS ON A POSTCARD: A PROPOSAL FOR SIMPLE AND PREDICTABLE FEDERAL STUDENT AID

July 1, 200G — June 30, 2007
FREE APFPLICATION FOR FEDERAL STUDENT AID

OMB # 1845-0001

Step One: For questions 1-30, leave blank any questions that do not apply to you (the student).
1-3. Your full name {a.s H.a.l'l-"lt.l.l!ﬂn ynu.r Social ‘;E:’:Ill'll",' card)

% RENE |1'L i c‘:.‘}JT *}*: ‘ﬂ ]nT[:u[rqul]hH rl e

4-7. Your permanent mailing address

4, MUMBEER AND
o o NRERNREENR
AST MUMBER) . : o . 1l
§. GITY (AHD t.ﬂ-lll 1. 2 CODE
COUNTRY IF
HOTUE] (AN [N NN N S — —— A S N - — : -
R ‘:hurS-ncmlStcuanumb:r 9. Your date of hirth In.‘r'ourp-cnnancmu:l:phanfnumbc

(DOROE | [ELBIT] (DL

1i-11.  Your driver's license number and state (if any}

i ARRRRRRRAEE

MULBE R
2 ﬁmﬂhﬂ:mmmWmmmmmmmrﬂhﬂWhMMEMMMM
13, Your c-mail address m-qflgquu THNCHICEH IEC/ LA WAL WE WILL OHLY SHARE
HES ADCFIESS WITH 1*1:miﬂuwfm1ﬁlhﬂmmﬁwtn¥mu&hﬁmmaﬁWWhﬁ1Hm

1=

[LLLT] IIHII@HHHHH |
14, Arcwvoua LS citizen? 8 Yes, | ama U3 clizen. Skip to qeestion 16. ... ALIEN REGISTRATION HUMBER
Pick one. See page 2. b. Mo, but | am an eligible noncitiren. Fill in question 18, . ._:u A
£. Me, | arm fot & clizen or elglbbe AoRCETEN. ... -l
16, What is your marital | i singhe, dyvorced of widowed ... 17. Monih and vear vou MOMTH _YEMA
status as of today™ TR =T = T R — -] were married, separated, | -[_|
1/ TR BOPBADE 11re s cmsssoms e i ra divorced or widewed
IR What is your state of el 19, Did vou become a begal resident of this state Yes c1 Mg (e
lewal residence? before January 1, 20617
| MONTH _ VEAR
20, I the answer (o question 19 15 “No,” give month and year you became a begal residem. [ | |
21, Are you male? {Most male students must register with Selective Service to get federal ad.) Yoo .0 Mo (o
22, I you are male (age 18-25) and mol régistered, answer “Yes™ and Selective Service will register vou, Toi C 50 Mo o
23, What degree or certificate will you be working on - 24, What will be vour grade level when you begin
during 2006-2007 school year? See page 2 and enter | l the 200652007 school yvear? See page 2 and [ |
the correct number i the box. enter the correct muember im the s,
25, Wil you havie a |1:igl‘| schoal diplulha ar GED before Vo hcs'm the 2006- 2007 schoal ;-'l,'ur":" Yea 1 Mo =
26, Wil you have your first bachelors degree before July 1, 20067 Yea T Mo e
27, In abdition o ErEmE, ré You interested in stedent loans (which YOl MILSE Py hack)? Yoo 1 Ko T2
28, o cddindon vo gramis, are vou interested in “work-study™ {which you eam thiough work)? Yoo 0 Ho o

29, Highest school your father completed  Midkdle sehoolir. High © 1 High Sehoal ¢ Collage of beyand © > ¢ Othanunsnown £ 4
30, Highest school your mother completed  Widdle schoolide. High <1 High Schoal © 3 ¢ College or beyond ¢ 3 Ciharfuninown (2 4

1F you have, answer “Yes” complete and submit this application, and we wall send you a worksheet in QUEETION 31

31. Do not leave this question blank. Have you ever been convicted of possessing or selling illegal drgs? gy I (D0 HET LEAVE
Yes 3 o BLANK

the manl for you 1o determine if vour convigtion affects vour ehgibality for aid.

Page 3
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COLLEGE GRANTS ON A POSTCARD: A PROPOSAL FOR SIMPLE AND PREDICTABLE FEDERAL STUDENT AID

= For questions 32-45, report your (the student's) income and assets. If you are married as of 1oday,
SIEIJ T'Hﬂl. report your and Your s uur:in:amu and assets, even if you were not married in 2005, Ignore
references o “spouse’ il you are numntl',r single, separated, divorced or widowed

32, For 2005, have vou (the student) completed your RS income tax return or anothier tax return listed in question 337

a. | have already b, | 'will file, but | have not yat . ¢, I'm not going 1o file. (Skip to =
eomplabed rmy redurm. ' ' complated my return. Lot question 38.) L
33, What income tax return did you file or will vou file for 20037
a. RS 1040.. e e e R A d. 'Tgx raum;a'rmn;:'u;:nunm ﬁl.imlmnd.:ngﬁrim Bam::. the
= Wirgin lsla arshall Isla @ Fad-era'l
b. RS 10404 or 140EZ........ i States of Micronesia, or Palau. See page 2.... e

. A foreign tax return, See page 2. mo—
M. I yvou have filed or will file a 1040, were you Cli.j:{ihll: to file a 10404 or 1040E2? See page 2. Yeg o Mo Tre Den't -
For questions 3547, if the answer is 7ero or the quastion does nal apply 10 you, anter 0,

35, What was your (and spowse’s) adjusted gross income for 20057 Adjusted gross income is on 5
IRS Form 1040—line 37; 1040A—line 21; or HEOEZ—ine 4, L *
26,  Enter wour (and spouse’s) income 1ax for 2005, Income tax amount 15 on &
IRS Form 1040—line 57; 140A—line 36; or 10S0EZ—Iline 10. *
A7, Enter wour (and spouse’spexemptions for 2005, Exemptions are on IRS Form 1040l &0 or on [
Form 104084l &l For Form 1040EZ, see page 1. 1
38-39.  How much did you (and spouse) camn from working (wages, salaries, tips, combat pay, 5 |
etc.) in 20057 Answer this question whether or not you filed o tax return, This You (38) | ’
information may be on your W=2 forms, or on IRS Form 1040-—lings 7 + 12 +
P& 1040A—Tine T; or 1040EL—Tme 1. Your Spouse (39) s -
Student (and Spouse) Worksheets [(40-42) 5
\ , Worksheet A (40)
40-42.  Go bo page 8 and complete the columns on the left of Worksheets A, 1, ]
and C. Enter the student {and spouse) totals in questions 44, 41 and 42, s
respectively, Even though vow may have few of the Worksheet items, Worksheet B (47) =
check each line carcfully,
Worksheet C (42) s =
43, As ol oy, wlet is your Gand spouse’s) ol current Balance of cash, savings, and checking g !
accounts? Do not include student financial aid. | ¥
dd.  As of eday, what is the net worth of your (and spouse’s) investments, including real estate 3
(et your home)? Ner worth means current value minus debd. See page 2. | -
45, As ol oy, wlet is the net worth of your Gand spouse’s) current businesses andfor [
investment Farms? Do not include a farm et you live on and operate, See page 2. S: .
46-47, I you recave veterims” education benefits, for how many months from July 1, |
2006, through June 30, 2007, will vou receive these benefits, and what amount will ~ Months (46)
v recerve per month? Do et include vour spouse’s veterans” education benefits,
Manthly Amount (47) = P [ l
Step Three: Answer all seven questions in this step.
48, Wen: you born before Janwary 1, 1937 .. .. i iirai i s i i s Yog 0 HWolh:
49, At the beginning of the 2006-2007 school year, will you be working on a master’s or doctorate program
(such s an MA, MBA, MD, JD, PhD, EAD, or graduate certificate, &t d? o000 iaiiineiniias T MWol
50, As of woday, are you married? { Answer “Yes™ if you are separated but not divorced.h . .o oiaa o Koot
51. D you have children who receive more than half of their support from wou™ ... oo Yo 2¢ Mol
52, Do you have dependents (other than your children or spouse) whe live with you and who receive mone
thim half of their support from you, now and through Jume 300 30T L0 0o Yo 0 MWolln:
53, Arc {a) both of your parents deceased, or (b} are you (or were you until age 18) o wand'dependent of
B I e e e i el e e e e W B S T e A Tea > Hei>*
54, Are vou a veteran of the US, Armed Forces? See page . ..o viniiiiiniininarianasiisinnis Yua ' HWoll::
If you (the student) answered “No" to question in Step Three, go to Step Four.

If you answered “Yes" to any question in Step Three, skip Step Four and go to Step Five on page 6.
(Health Profession Students: Your school may raquirg you b complaba Step Four even if you answared ~Yes® 1o any Slep Three quashon. )

Page 4
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COLLEGE GRANTS ON A POSTCARD: A PROPOSAL FOR SIMPLE AND PREDICTABLE FEDERAL STUDENT AID

St'Ep Four: Somplete this step if you (the student) answered "No™ to all questions in Step Three. Go to page 7 to determine
* who is a parent for this step.

55 Whint is vour parents’ manital stas as of today” 56, Month ond year they WMONTH  VEAR

MarrodRomanied . ) 1 DivorcedSoparaled ... - were married, separated,
diverced or widowead

57-64.  What are the Social Security Numbers, names and dates of birth of the parents reporting information on this form? If
vour parent does ot hove a Social Security Number, you must gnter 000-00-D000,

TIRC I LU

WAL . AERBETERRHE: L
| elol]s] ]

HAME AN 3 FRSTHRTAL  $4. MOTHERESTEPMOTHER'S DATE OF BETH
lll|il|ll[l|lll [TTLLTTTIITT0) TRl
G to page 7 10 determing how many 66, Go o page 7 1o determine how many in question 65 (exclude [ |
uwpk are in your parents’ household, your parentsh will be college students between July 1, 2006, and
Enter that number here, : Jumee 30, 2007, Enter that number here.
67, What s vour parents’ - 68, Did vour parents become legal residents of this state Yes (O 1 Mo (O
state of legal residence? l ] e fore January 1, 20017

MONTH vEAR
69, I the answer o question 68 s “No” give manth and year legal

residency began for the parent who has lived in the state the longest,
T For 2003, have your parents completed their IRS income 1ax return or another tax return listed in guestion 717

a. My parents have already b. My parenls will fils, but they have

- c. My parents are nol going to file. (Skip
completed their refurn. ' not yet completed thairretumn. ¢ 1o question 76.) k.
T1. What income tax return dad your parents file or will they file for 20057
I R T T e e e e s (L d. A tax return with Puerio Rico, Guam, Amercan Samoa, the LS. Virgin
B, IAS 10408 66 T040EZ oovmeseeeeeeeseoies 3o Islands, the Marshgll Islands, the Federated States of Micronesia, or
. A foreign tax raturn, Ses page 2. ... O s Falau. Sen poge 2. o

Yes Mo Don't Know
T2, I your pareits have Mled of will file a 1040, were they eligible to file a 10404 of WMOEET See page 2. T T s

For gquestions 73-83, if the answer is zero or the question does not apply, enter 0.

T3, What was your parents” sjusted gross income for 20057 Adjusted gross income is on 5

IRS Form 1040—1Iine 37; 1040A—ine 21; or 1040EZ—Iline 4. A
T4, Emter wour paremts” income tax for 2005, Income tax amaewm is on 5

IRS Form 1040—Iline 57; 1040A—line 36; or 1040ELZ—line 10,

TE  Enmter wour parems’ exemptions for 20035, Exemptions are on [R5 Form 1040—line 6d or
on Form 1040A—ine 6d. For Form 1040EZ, sce page 2.

T6-77.  How much did your parents carn from working (wages, salanies, tips, combat Father
Py, etc. ) i 20057 Answer this question whether or not your parents Filed a tax Steplather (76) L
return. This information may be on their W-2 forms, or on IRS Form 1040—lines e
T+ 12+ 18; 1040A—ine 7; or 1040EZ—line 1. Mother/ g
Stepmother (77) :
Farent Worksheets (78-80)
78-80. oo fo page 8 and complete the columns on the nght of Worksheets A, Wotkmthat &(7591 $ '
B, and C, Enter the parents” totals in questions 78, 79%and B0, respectively,
Even though vour parents may have few of the Worksheet items, check Worksheet B (79) s
each line carefully, L

81, Asof today, what i= vour parents” tofal current balance of eash, savings, and checking accounts” 3

82, As of today, what i the net worth of your parents” investments, including real estate (not

|
|
|
Worksheet C (80) 5 |
|
|
|

your parenis’ home)? Nei worth means current value minus debd. See page 2. s -
83 Asof today, what is the net worth of your parents” current businesses andlor investment farms? s
Do mot imclhwde a farm that your parents live on and operate. See page 1, o
Now go to Step Six.
Page 5
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COLLEGE GRANTS ON A POSTCARD: A PROPOSAL FOR SIMPLE AND PREDICTABLE FEDERAL STUDENT AID

Step Five: complete this step only if you {the student) answered “Yes" to any Step Three question.

pevple zne in vour (and your spouse’s) will e callepe students, stiending at least half dme betwoon

B4 Goto page 7w dotermme bow many I 1 H5.  Goto page 7o determme bew many people m quesbion 54 L
houschold. Enver that number bere, July 1, 20045, ancl Jurse 30, 2007, Enter thal number bore,

Step SiX: Please tell us which schools may request your infermation, and indicate your enreliment status,

Enter the d=digit fiederal schoeol code and your housing plans, Look for the federal schood codes at www.fafsa.ed.gov, ot vour college financial
aid offiee, at wour public library, or by asking vour high school guidance counselor, If you cannot get the federal school code, write in the
complete name, address, city and state of the college. For state aid vou may wish to list your preferred school first,

- [ HOUSING PLANS
e peospas porocn cone e on I oncampus O
Hh, |G et 1 | W ottcampus < s
1 AMDCITY | ,I J withparent (0 1
FEDERA PaaE o | | s
8, BEE OR ‘l : = S
I | gl =
| | withparent 0 1
oo T ]| T s
o1, EUH ADDRESS | 1 | - ocampus oz
apsinal| I I with parent 3
i FECHETAL FLAAEE OF |
sesteosi oo cooe [ N et oncampus (0 1
L. (OR  ooeess 1 J 3. ot campus (0
1 ANDCITY | | o withparent 0 1
S FEOERAL PusneE o | STRTE
S =l -
a4, IDH ADDRESS | 1 9%, oMcampus (0 @
' | LSS withparent © 7 1
-Immm FLALSE OF | | =
P ] COLLEGE | I | oncampus  C_ 1
o, |DF| AO0AESS | i 97, offcampus (0 2
AMDICITY | 1 with parent 0 3
08, See pape T, At the siar of the JH6-207 Full 4 —~ HaH Lass than Mot
I:,'Il'!.'l vear, r!'l.l1|'k i-fj'ﬂll will h¢ [ G . [T e Lie l: ! FisH time I:J & U l:: Lt

Step Seven: Read, sign and date.

If wou mre the student, by signing this application you ceriify thas you (1) will use 99, [hate this form was completod
fedieral and'or date student Timaecsal aid anly 1 pay the cost of attending as - = bl :
institunian of higher education, (2) are nod i defaalt on g federal stadent boan or
have made salisfsctory arrangemoents e repay (G, 030 0o mst oeve money back on a 3 3
fediernl student grane or have made satisfheiory ssmagements to repay i, () will 2006 r 2007
rrnl.'lz your school HI}W default an a foderal student Joan and {5) will not receine
[ I Pell Giramt for more than ane school for the same penod of time. 100, Srwdent | Sign bebowy

IT v e the parent ar the student, by sipming this application you agree, if
a-itcd.m- provide isfarmation shat “I;I-,‘

I werify the accuracy of comphesed

Farm. This mformation may mclude LS, or state incomie 1ax forms that you Niled
or mre required 1o Tibe. Also, vou cenify that vou usderstand that the Seeretary of
Edwscation has the authority to verify information ried om thix . 5 | ;
application with the |H|-tF'I¢l| Ilnﬂ?-r Serice llﬂm foderal agencles. If Fareal {4 parenl lmom Step Four sign below)
wou sign amy documen! relabed 1o the fedoral shadon) aidfmgnlm electromcally
using i Perconsl Mentification Munsber (PIN), you certify thet you sre the persoa |,
ientified by the PIN ared have not dischosed thatl PIN w anyone else. 11 yvou

purposely give false or misleading infoemation, yon may be Tined 520,000, sen - +
1o prisom, or both,
IF this form was filled out by someons other 190, Peepasers Socisl Secunty Number (or 102) SCHOOL USE ONLY: _I“"-"llﬂ'i;l :"ihl-ll {'iﬂ-"l!
than you, your spouse of your parents, that _ |
persom masst complete this part. Dy | |

oz & 13 mumsbeer fow B8}
Proparess narse, G and sddress b a FAA Signature

p= 1

!Il.i. Peepaser’s signaiere and daie DATA ENTRY
1 USE OHLY: P e oL B

Page 6 For Help—1-800-433-3243
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Motes for questions 55-83 (page 5) Step Four: Who is considered a parent in this step?

Read these notes to determine who is considered a parent on this form. Answer all questions In Step Four abowt them, even if vou do
wal live with them. (Mote that grandparents, foster parents and legal guardians are not panenis, )

IF your parents are living and married to cach other, answer the questions about them.

If your parent i< widowed or single, answer the questions about thai parent. IF your widowed parent is remarried as of today, answer the
questions about that parent and the person whom your parent married (vour stepparent).

IF your parents are divorced or separated, answer the questions about the parent you lived with more mu.-rinf the past 12 maonths. :[f{\ou
did mot live with one parent morne than the other, give answers about the parent who provided more financial support duning ihe pasi
mgiths, or during the most recent year that you aciually received support froam a parent,) 10 this parent is remarmied as of ioday, answer
the questions o the rest of this form about that parent and the persen whom your parent married {vour slepparent).

Notes for question 65 (page 5)

Inclade in your parents” houschold {see notes, above, for who is considered a parent);

+ your parcnis and yourself, even if you don’t live with your parents,

+ vour parents’ other children if (a) your parents will provide more than half of their support from July 1, 2006, through June 30, 2007, or
(b} the children could answer “no”™ to every question in Step Three on page 4 of this form, and

= other people if they now live with your parents, your parents provide more than half of their support, and your parents will continue to
provide more than half of their support from July 1. 2006, through June 30, 2007,

Notes for questions 66 (page 5) and 85 (page 6)
Always count yourself as a college student. Do not include your parents, Include others only if they will attend, at least half time in
202007, a prograrm that Imdsm a mlln:ge degres or certificate.

Motes for question 84 {page |

II‘II..]IJdI.. i your (and your :?.Tbﬁuw: s:} househald:
+ yoursell (and your spouse, if you have onel,
+ your children, if you will provide more than half of their support from July 1, 2006, through June 30, 2007, and
= aother people ifthey now live with you, you provide more than halTof their support. and vou will continue o provide more than half of
their support from July 1, 2006, through June 30, 2007,
Notes for question 98 (page 6)
For mﬂtl‘sl‘adwlh‘- “full time™ generally means taking ot least 12 credit houss in a term or 24 clock hours per week, =34 nime™
nm!l:, means taking at least 4 credit bours ina teem or 18 clock hoars per week, “Half time™ generally means taking at least 6 credii
ﬁf:urs i a term or 12 clock hours per week, Provide this mlormastion about the college vou are most likely w attend,

Imfrmation on the Privacy Act undd wse of your Seclial Security Mumber

We use the mformation that you provide on this form o determine if you are eligibde o receive federall ssodent finarcial asd and the amount that you are eligible s
receive, Sections 453 and 484 of the Higher Educstion Act of 1963, 25 amended, give us the authorty o ask you smd yvous perents these guestsonm, and o collee ihe Social
Security Mumbers of you and your parents. Wi use your Social Security Mumber to verify your identity and retrieve your records, and we may regeest your Social Soourity
Nusmiher again Eor thee purposes

State and institutionall student Nnarcial &k programs may alse use the information that yeu provide on this form 1o determine i you are zlhigible to neceive state and
inslication] aad and ke nesd that you heve Tor such abd Thereloes, we will disclose the anlemaiaos that you peovide o this i 10 sach anstinglion you lis in questions
b9, slade apencics in your state of legal residence. and ihe staie agencices off the staties i which the colleges that yom list m guesions 6596 are bocaled

If you are applying sobely for foderal asd, you must answer all of the following questions that spply 1o you: 1-9, 14-16, 18, 21-22, 25-26, 31-36, 3445, 48-h7, T0-74,
TE-E5 and 99— | . IF vou do not answer these questions, youw willl nat recerve federal asd.

Witheret yous coemenl, we ey disglosg inBoarmaison e yom peovide B0 entilies uikles 8 published “roulieg use ™ Under suach o rosting we, we may disclons mlormaton w
third partses that we hanve ssthonized to xsist us in admanistening the above programs; to other ederl agencies under comp matching prog such as those with the
Ireermisd Revemie Semice, Socul Secunity Adeninismmion, Selective Service System, Dy al H Lamd Sesuriny, Dy ol hsriee ind Viserens Affairs; 1o T
parexks or sposse; and {0 members of Congress if you ask them to help you with student aid questions.

Ii the federal povernmes, the LS, Depariment of Education, of am employes of the US, Depanment of Edscation is svolved in lisigation, we may send information in
the Department of Justice, or a court or adjudicative body, i the disclosure is related to finamcial aid and comain conditions are met. In addition, we may sond your
in fesrmuanom noa foreigs, federal, ste, o local enforcemsent agency ifthe 4 thar ves weby  inadieanes & vinlatios or potemial viod mes of b, Toe which tar
agency has jurisdiction for imestigation or prosecution. Finally, we may =end information reganding a claim that is delermined to be valid and overduse 108 consumer
meponing apency, Thas inEaratson incledes slentalien from the recoed; the asnoin, stalis and histary of the claims and (he program under which the claim aness,

State Certificarion
By submirting tkas application, you are giving your stare frrancial aid agency permission b verify any statement om this form and to obesin incomse my information (o all
persons required 1o report imcome on this form.

The Paperwork Reduction Act of 1995
The Paperwork Reduction Act of 1995 says that neo ome is required 1o respond 80 a collection of infermation ueless # displays a valid OMB control numbser, which for
this fonm is [ R45-0001, The tim requaned 1o plete tuds o ds o=l A b0 b o Boir, b Ui £ime 10 Tev iew IBcImucteoes, search das Fesources, gatker the dals

meeded and compleie and review the mformation collection. I you have comments about this estimaie or suggesions for improving this form, please write to:
L5, Depariment of Education, Waskungion B 2020270,

We may request additional information from you 1o process your application more efficiently. We will collect this additional information only as needed and on &
valumaey Basis

Page 7

Meodes continued from page 2.
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COLLEGE GRANTS ON A POSTCARD: A PROPOSAL FOR SIMPLE AND PREDICTABLE FEDERAL STUDENT AID

Worksheets Do not mail these worksheets in with your application.
Calendar Year 2005 Keep these worksheets, your school may ask to see them,
SlacdasrifEpouse Worksheet A Pl

Report Annual Amounts

Assistance for Meedy Familics (TANF). Don't include

f‘m- X o llm?use;m!drrmhmas rtpomg 18 quiestion Hhiocﬁs
:.rm'pmws}.l mmmn {such as S51) Report benefils mpmls:m
Parents column, wml beneliis paid direct] ushe Fm tben curl

Worksheet B
Report Annual Amounts
Payrments 10 tax-deferred pension and savings plans (paid directly or withheld from carmings),
including, but not limited to, amounts reported on the W-2 Form in Boses 120 through 124
codes [, E, F, G, Hand 8§

IRA dedugtions and payments to selfempl SER, SIMPLE, and Eeogh and other qualified
plans from IRS I-‘mnp?l}-iu—lim 8 +ﬁm%‘d 1040A—line 17 T

Child support vou received for all children. Don't include foster care or adoption payments.

Tax exermpt interest mcome from IRS Form 1040—line 8b or 10404 —line 3b
Fumip income exclusion from IRS Form 2555—line 43 or 25356 —line 18

?wlm of TRA distributions from IRS Form P040—Ilines (15a minus 156) or
]EHM (113 minus 11h). Exclude rollovers. I7 negative, enter a 2éro here.

Umtzxed portions of pensions from 1RS Form 1040—IJincs { l6a minus 16b) er 1040A—lines

{1 2a minus 12b). Exclude rallovers. 1F nnPtivc, enber a zero here.

Credit for federal tax on special fuels from IRS Form 4136—line 15 (nonfarmers only)

Housing, foed and other Ihringalhwmra:dm members of the military, cleroy and others

{including cash payments and cash value of benefits)

Yeterans” noncducation bencfits such as Disability, Death Pension, or Dependency & Indemnity

Compensation {DIC), and'or VA Educational Work-Study allowances

Oriher untaxed income not reported elsewhere on Worksheets A and B (e.g., workers"
nsation, untaxed portions of railroad retirement benefiis, Black Lung Benefits, disability,

combat pay not reporied on the tax retem, ele.)

Dom't include student aid, Workforce Investment Act educational benefits, non-tax filers’

combat pay, or benefits from flexible spending arrangemenis, ¢.g., cafivieria plans.

Money received, or paid on vour behalf (e.g.. billsy, not reported elsewhere on this form

Enter in question 41. Enter in question 79,

Worksheet C
Report Annual Amounts
Eﬁa.lm? credits { Hope and Lifetime Learning tax credits) from IRS Form 1040—hine 50 or
10404 —line 31
hild support vou paid because of divoree or separatien or as a resull of a legal requiremeni.
Don't include support for children in vour {or vour parents’) household, as reported in question
B4 (or question 65 for vour parents). 3
Taxable earmi 0 oyment s, such as Federal Work-5 and
n:lcd-hmd cm crit poriions nffcl:l’ll‘nwslu ':fmm. o

] scholars d reported 101 or 157 ndjusted
mmmr: Wudﬁmmwm us{mm'ds, lm;? a lm}r:nu; m:nmjm'l o
paymnenits ), as well as grant or scholarship portio ips and assistantships,

Emnter in question 42 Enter in quullunm.{!i

Page 8
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Appendix B: A Sample SAR

U.S. DEPARTMENT OF EDUCATION
FEDERAL STUDENT AID

WWW. FAFSALED.GOV 1-800-4-FED-AD (1-800-433-3243 or TTY: 1-800-730-8013) START HERE. GO FURTHER.

FINAL 9/08/2006

DRMN: 2401
OME Mo.1845-0008

CO0117C041

CHRISTOPHER E. STUDENT

1234 ABCDEFGHUKLMNOPRRITUVWXYZABCD June 27, 07
ABCDEFGHUELMMNOPG, MD 12345 EFC: D000 C

Deor CHRISTOPHER E. STUDENT,

Thank you for submitting your infomeation for federal student ald to the!U.5. Departmeant of Education,

This Is your Student Ald Report (3AR) for the 2007-2008 award year, Keep a copy of this SAR for your records,
You (the Student)

Here i where you are fhis year in the process of applying for student financlal ald:

1. You opplied for financial 2. Now you should . Your school has the autharity
did by completing a Free check your SAR fo reguest copies of carlain
Application for Federal financial documeanis

information and

Student Ald (FAFSA). to warlly iInfammation you
resolve the issues reported on your application.
described on page 3.
U.S. Department of Education
Hete is whore wa are in culacmE. prmsslnq. and sfﬁrlrbﬂ!.w infommation for the 2007-2008 award yean
it P el bl s izl o 13 gl ¥
1. We received your 2. We sent your Infformation and 3. We will update yow fedaral
Infamrnation cnd processad resulis fo you and made tham student aid recond with any
. Qur results are below. availabla for the.schaol(s) you  changes you make.

Ested In Stap Sk to requast.

Basad on the information you have submitted, we have used the standard formula fe calsulate your EFC,
which is 00000, Your school will use this numbet to deterning what types of ald and how much you are eligible
for based on your educational costs.

School(s)
Here are the steps your schoolis) will fake fo put togather your 2007-2008 financial ald package:

1. Your schoolis) receved 2. Youwr school(s) have the 3. Your school(s) may put
yeur information and authorlhy o ask you to tegather or change an
our results. verify your infoermation. ald pockage and notify

oA,

The amount of did you receive from your school(s) will depend on the cost of aftendance al your school(s),
yvout entcliment status (fullime, three-guarter-time, half-fime, or less than half-fime), Congressional
approptiations, and other factorns. Review your finoncial aid notification from your school(s) or contact your
Firancial Ald Administrator.

Please read the important information on page 2, and then go to page 3 to see what you need to do next.

R [ L

KFAKFIIFRY 999 PAGE1OF B 1234667888701
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2007-2008 Student Aid Report (SAR)

THE OFFICE OF MANAGEMENT & BUDGET WANTS YOU TO KNOW:

B pccording to the Paperwork Reduction Act of 1995, no persons are required to respond 1o g

colleation of information unless It displays a valld OMB confrel numbser. The valid OMB confrol
nurnber far this informmation collection is 1845-0008, The time required fo complata this Infomation
collection s estimaied to be an average of 15 to 30 minutes, including the fime to review
Instructions, search existing dato resources, gather the data needed, and complete and review
the information collected. If you have any comments concermning the accuracy of the fime
astimate(s) o suggestions for improving this form, please wiite to: U5, Depariment of Education,
Washingtan, DC 202024881, If you hove any commants of concerns regarding the status of your
individual submission of this form, wiite directly to: Federal Student Ald Information Centar, P.O. Box
84, Washington, DC 20044,

r E-,r qnswnrﬁ'lg questions 97a through 970, and signing the Frea Application for Federal Student Ald

l} Ivﬁp E:fmlsﬂnn fo the U.5. Department of Education fo provide Information from your

c:ppi[e'::a ne%o sgo(s) lsted In Step Sh. You also agree fhat such Information ks deemed fo

incerporate by reference the certification statement in Step Seven of the financial aid application.

Té' leain mefe about the Privacy At and how your Jrlomrnalion may be used, you may refer o
page 4 of the paper FAFSA of the Privacy Act ink on FAFSA on the Wab.

o To 'prnﬁ;c:t the 'ﬁnnrldghﬁzﬂll-,.r of your application d-ﬁtcl you should never ghve, share or disclose
-,\-dr.ﬂ PN with aniyent, nnr:iw:lhg commercial service providers that provide osssiance with the
findncial did'process. You should keep yols PIN in d safe lecation. If you think your PIN has been
.:chhpnﬁrﬁtshd plelaie go to he Federal Student Ald PIN web site at www.pin.ed.gov and change

vl

il

whRNING! |If Youtore convicled of diug distibutionior. pmaﬁion your aligliblity for Title IV student
fincricial ‘ald & subject o suspemnsion orviemmination. [ your diug conviction status
changesat qny fime during the 2007 5008 m-mrd wedin, you must update your answer fo
guastion 31!

For Fiﬁﬁﬁi’:‘lqriﬁ'd Office Use Only

This ipfermation will ba uséd by yﬁuP" Finansia)l Add Ad‘l‘l‘iﬂlltf&tﬂ!" ;
to datermine vour elfgibi ity for srudent aid. 4

SAR © Flag: Y

Application Sourca: a2A: Depandancy Overeida: J: .lipplin-ntlnh Recaipt Dati: 06718952007
Trnnsic#‘im suuﬂdp iC “FAA Adjustment: X Transaction Recalpt Date: 0&,/20/2007
Frogasned Ewurﬂ 111:- ‘% Reprocessing Coda: X Verification Flag: X

Dup jedte ‘S5 Flag:.

MONTHS 3|

pe: .9gase
SIC: 99999

Py
PREMARY: EFG: wmmmmmmmmﬁmmmm

Auto Zero EFCOElap:

MATCH FLAGS:
SSN,Match Flag; 4 - salactive Service Registration Flag: N . Selective Service Match: X
oHE Mafoh: Biags & < DHS Verification #: 123405785012345 554 Citizenship Code: X
DHS5 5.'29-: Lanfy,. _F1q-g ii; '||I'A. Ill.ttch F}hﬁ | FE5H Match Flag: 4
NSLD$ HI‘E'.‘" FT!B& 2 H&LHS Dﬂtmﬂl Resilts F'IIID 1 ' MEZEH Match Flag: 4

COMMENTS @ 001 002003 004 GOE OO6 00T 008 008, 010 011 D12 013 014 015 016 017 018 019 020

KIERI955999

$59

x

¥

Dependarsy Statuas I Rejects Met: ©1 O 02 04 05 07
2 ;.4 4 ] e 1Y e ."I' 10 11 12

SNT.Flag: N Pall Eligible Flag: ¥

NSLDS Tremasction Mumber: O

PAGE 2 OF B IEG#EB?BB
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2007-2008 Student Aid Report (SAR)

COMMENTS ABOUT YOUR INFORMATION
Based on the information we have on recond for you, YOUR EFC |15 D0000. Your school will use this nurmiber

to deteiming your financial ald eigibEly for federal grants, leans, and wark study, and possibly avallable funding
fram yoll state and school Youmay be aelgitle to recelve a Federal Pell Grant and other fedearal student ald,

ISSUES AFFECTING YOUR ELIGIBILITY

If you want to register with Selective Service, you may answer “yes’ 1o both questions 21 and 22 on this SAR,
complate a Selective Service registration fom af your local post office, of regiter online at www.sss.gov.
Salective Sarvice will not process your regihration wnfil 30 days before your 18th birthday,

The Socicl $ecurity Adminishration (55A) did not confirn that you are a U5 cifzen. You need to provide
your school with the documentation of your citizenship status before you can receive federal student ald,

WHAT YOU MUST DO NOW

Your sehool has the authority 1o ask you 1o provide coples of cerfaln finonclal decurmants for you and your
parent(s).

We gssumned certain information to caleulate your eligibilty for faderal student ald. We printed the
assunplicn we made and the word "asumed” In the "You Told Us* column for each of these lerms. If our
assurppiions are conect, 'do nol change them.

Be swie foileview the tems pinted in darker pant on this SAR and make comections if necessary.

MOTE! Youl repertéd d vdlue(s) that exceeds the amount of space allowed an the SAR, We printed all
of the lines in darker print for those fields.

OTHER INFORMATION YOU NEED TO KNOW

If your mé&nlﬁ hiavé now filed their 2006 tax retumn, comect This SAR 1o reflect the infemmalion as reporad
on their tax retuin, Iif your parents still havent filed, notify your Financial Ald Adminstrator once they file.

ATTENTIDN; You did not list any schools or the schools listed are not inour eligibla schoct fie. To receive
federal stugent aid, you must altend a school that pullk:iPurﬁs in the tedaral sheden! aid program.

if yDt.:I nead additional help with your SAR, contact your sch:::—u{ Financial Ald Administrator (FAA) or the
Fedaral Studant Al Information Center at 1-800-4-FED-AID (1-800-033-3243). If your address changes, sand
the comection on your SAR or call 1-800-4-FED-AID to make the correction on your record.

0B O REO RR

KPRG9 999 PAGE 30F & 1234667895701
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2007-2008 Student Aid Report (SAR)

Summary of Federal Student Loans
The information below is the total amount of student lcans that you owe as cunently reported 1o us by your loan

holder(s). These loans are odminktered by the U.S. Depariment of Education ED). You should confirm that these loan

totals are comect, You can use your Federal Student Ald Pil to view detalls on the individual loans that make up

these folals af the National Sludent Loan Data Systern (M3LDS) wek ste at weow.nsids.ed.gov, For more Information

about yeul Federal Student Ald PIN, go to www.pin.ed.gov. If you feel that the amounts listed on this pags are

incomrect, or you have other guestions related o d loan, you should contact the lean sarvicer indicated on tha NILDS

web site, You can obtain general infermation about each of the ypes of loans that are Bsted below by visifing our
studentaid.ad.gov web site.

Hote that the *Subsidized” and 'Unsubsidized’ amounts include the appropriate porlions: of any Consclidatfion
Loans you may have. If there is an amount Bsted for 'FFEL Unallecated Consolidation Loans' it is because we
could not datermine whether those balances were subsidized or unsubsidized.

Remembal you are responsible for repaying all of the amaounis that you barow, plus inferest, As a general rube,
with an assumed interest rate of 5%, the monihly paymeant amount over a ten-year repoyment period would be
approximately S10.87 fexr avery 51,000 that you borowad. Of course your actual repayment amount will depeand
upen how much you banow, the interest rate when you enfer repayment, and how long your repayment fem s,

Tetal Amount of Loans Oustanding -

FFEL (Bank Loans) and/or Total Principal Remaining Amount to Be

Diract Loans: Balance: Deburgad to You, If Any: Testal:
Subsidized Loans: 5 12545 5 123,455 % 123,456
unmbsl:ll:ad Loans: & 123454 5 123,456 % 123,456
FFEL Unallocated ConscBdation Loans: 5 123,454 % 123,454 $ 123,45
Total' Amount af Loans Qutstanding: & 123,456 $ 1234546 $ 123,456

Fadaral Parking Loans

Total Quistanding Principal Bolance: & 123,454
2007-2008 Award ¥ear Loan Amounl: © 5§ 123,45

You may need this information to answer Guestions 23, 25 and 26 on pages 5 and 6.

Codes for Question 23: TYPE OF DEGREECERTIFICATE Codua for Guestion 25: ENROLLMENT STATUS
1 - 15t Bachelor's degrae 1 = Full Time
‘2 - 2nd Bachelor's dagres 2 - Thwee-Suarter Time
© 3 - Asmsociate degree (sccupcticnal or 3 - Holf Time
technical pragram) 4 - Less Than Half Tirme
4 - pstelale degree (general education & - Don't Know
of trdnisfer program) )
5§ - Cerlificate or diploma for completing an Codes for Question 26: STUDENT AID TYPES

occupalional, technical, or educational program 1
less thon two WERIIrS 2 - Student lzans (which you must pay bock)
& - Cartiflcate or diploma for complating an 3 - Both waork-study ond student loans
occupational, technical, or educational prograrm 4 - Nelthar
of ai least hwo years 5- Don't Know
7 - Teaching credenticl pragtarm (non-degrae pregram)
8 - Graduate or professional degree
# = Other/Undecided
If you need a copy of the worksheets used to answer questions 40-42 or 84-86, you can go to
ED's web site (www.fafsa.ed.goviworksheet.him}.

100

K9LKTF99999 999 PAGE 4 0OF & 123465667898 T01

| - Work-stuchy (Student aid that you eamn through work)
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2007-2008 Student Aid Report (SAR) kb i
Check your SAR

m If you find o mistake put the comrect answer in the boxes or completely fil in an oval
(exampls: - ).

e Look for anows (== or =% ) in the area next teyour information. For these items, give us a
new answar, of il your curent answer is comect, rewile the same informalion exacthy,

e I you want fo delete an answer, draw a line through your answer and through the ampty
box or oval (example:

| e
e Usa your PIN o make comections online at www.falsa.ed.gov o sand in pages 5-8 of
this form.

Processed: 08/27/2007 123-45-6789 5T-01 DRN: 2401
<] _—
Step One: You (The Student)

1. Laat Name | 2, First Hame 3, Middie Indind

STUDENT | cHmIsTORHER E B

POINOT SUBMIT | - [1

oiriebabio | [ ]| 1

] T T
5 City aa:::hhumm 7. FIF Code
oA CITY L& : EFAT
TETTTT) HRERRNN | | |
B Gocial Secarity Muember @, Dete of Use MMDOYYYY 10, Parmaneni Here Phone Number
| 123456789 (BLANK) v Sormat 6g., 03011980 (319)555. 1234
ok D)= oeaed | L]/ L] Lefsl ] OO L]

11. Duiver's License Humber 1
STATHET-1A-00001 23008 |

12. Driver's Licansa S2nbs Abbresviation
18

Wia will wae this e-msll address o comespond with you. You will recowe your SAR information through a secure link on the internet. Wa will anly ahane this
Mdmttﬁﬂnﬂnuhmlﬁtmﬂmhmnﬁ]mriﬂm Lm-hh.n.l-clnmu-h- hh'rluhnﬂﬂumnghmmﬂurml

13, Students E-mal Address T ]
CHRISTOPHERSTUDENT@UNIVMD,COLLGPRK EDU

14, Gmn!hp SI;IH: B ; 3 5 Aemamber to
iy US. Clizen Elghle Nonciizen > Neither ] complately 8
.. —— == o n the oval
15, Alion Registralion Numbar
Al
b o - Single, Divorced or Widowed {2 MarisdFemmmed abod ¥
——— o ki —r —
BLANK Sepss
17. Dale of Marital Status | e e —
! 21, #n]-u.lrr-lh'?
. f o Ve O Mo O
- Lise MMAYYYY Tormal (e.9.. 03/1860) I
18, Gtate of Legal Residence Abbreviaks 22 | you ore mole (age 18-28) and
A mot pegistenad, answor “Yes® and
Seloclive Dervice will regisleryou. | 198 0 Mo O3
19, D ywou become a lagal resident of @ YES
this state befone January 1, 20027 Yas {0 Ne 2 | 23, Type of Degras/Corrasts Enites Ciods
YER 15T BA f1oem Instructons
20, If wou answered “Mo® o queslion 19,
date you beoamo a kgal resident. ! E
. 9xx999999 849 PAGESOFE el
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ou Told Us

24. Gradde Lovel in Colage in 2007-20087

1ET PREV ATTEMDED

. |
Write in infarmation for Hew T Write In Infarmation for Now
or Corrected itoms only. ou Toid Us or Correctod Rems only,
15t Mewver Alonded........ .. P 28 First Buchaior's Degets by T1-2000TT 0 o 0 J
YES — -
28, Falhérs Educational Level Midgle schocllle. High (=
High school.....e..... N )
HitcH AGHOOL Coliege e boyond,....
Otherjunknoem......... [ e

18t ¥r. Graduate/Prafessonal
Cand, Greduate/Professional

| 25. Enreliment Status in 2007 - 2004
“FULL TIME.

| 26. What Ssudent Al Types Interast You? |
WORK.STUDY

:] Enber Code from Instuctions

30 Mather's Educelional Level
COLLEGE

j Enter Code fram Instnsctions:

27. High Schesl Diploma or GED?
¥ES

Step Two: 2006 Student (and

Far 32-48, ropodt your (the student’s) incom

Yer T3 Mo O

31, Drug Comviction Allecting Elgibdity?
{BLANK)

DO HOT LEAVE THIS GUESTION BLANK

High sehool. ... [
College of beyond.... 3
bt e b e i ] el 8 ':-_-}_.
| o
Yoo (PatYear) ..., [an]
VesDn KW,

Spouse) Income and Assets

o o nsaels, Hyou ae maried as of ledey, tepon your and your spouse’s income and assels, even i you were not
‘marred in 2008, lgnora rofarences io “spouse” i you are culrantly singhe, separated, divorced, or widowed. Remember io completely fill in the oval as folloers: &

Fu(ﬂd-ﬂ answal the quessons whather or not you filed & tax retum. This

32, Filed 2008 Incame Tax Return k'ﬂﬂl hm'ﬂ;mxu """" © indormation may be an your W2 farms, of on IRS Form 1040-knes Te12+16
S P 0o s » Box 14 of IRS Schadule K-1Farm 1085); 1040Aine 7; or 10905208 1.
EADY COMPLETED
b Nﬂtmhh ................. S 38, Student's Income Earned from Work
i | (8kip to quastion 38) & (889,998 ASSUMED) 5 "
a3, Tupe of 2008 Tax Form Used AIRE 10D, e e
7z iy B.IRS 10404 or 1040EZ...... Wm;’:“;gmmm 3
s ]C- A Soreign bax retumL......—..... [ ST !
. A Eax return with Puerto Rico, 40, Arncurt from FAFSA Workshoat A | ]
nu.s;-Tarr?:ﬂ::me ! & 1,348 s : |
== 41, Ameunt lram FAFSA Workshasl B | -
a4, I[ | filgr - 1049, ware; 1 1 i Pyl
%hﬂ?{ﬂmm BdoEzi | Ve O NHIJ E&; ﬁ '® 12350 *‘ ¥ I
p;rmarﬁm-mmwz-fudrmwmuounarnmhm mu. |\f?" ,J:?"TFWW‘: 4
H;puddawmmhwdﬁuiliﬂﬂbﬂ]lnh | gl ]
! =
FRANE i ;E- -m canta) 43, Cash, Savifgs, and Checking s —( _!
I & 123,458 .
35. .F.d'pn'lluu Giroag ncome from |RS Form - y
{IRS Feem 1040-lina 37, 1040A-ne 21; or § | 44! Mwt Worth of Bvaesimans $
1040EZ ine 4.) | ’ § 123,456 | ™ [ A
& (909,598 ASSUMED) T 45, Mot Worth of Businsasas Investmant s
36, U.8. Income Tax Paid fom IS Form | | e S o L) )Ly ]
kit somdliep e . 46, How Maay Worira VA Eduesion
§ (99,999 ASSUMED) el A R+ e
37, Exempiions Claimed from IR Form iy 47, Monthly VA Bensdts Amaunt s
(1040-ine 64; 10404-line Bd; for Form = 5 1984 .
1040EZ new page 2.) it 5 -
=] B T
itep.T rnp*'%mdorﬁ'. 'Status - For48- 65 writo In information for New cr Correctod iams only.
: FB2. H i ather fFhan chidren
16 Bigp ators L-1:49842 Yo O Ne O ] e e Yea O Mo O
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Appendix C: Technical Information

Data

Student aid statistics and simulations are based
on restricted-use, individual-level data from the
nationally representative 2003-04 NPSAS (ED
2005a), which includes data from the FAFSA for
56,440 undergraduate federal aid applicants. We
dropped the 8 percent of observations that were
missing key variables such as the EFC, family in-
come, and family size, leaving a sample of 51,822
undergraduates.

Calculating Aid Eligibility in the Current
System

Throughout the paper, we used the EFC and Pell
formulas and rules as outlined in the 960-page fed-
eral student aid handbook (ED 2003a). The EFC is
the aid system’s measure of each family’s ability to
pay for college. In the current aid system, it is used
to calculate eligibility for the Pell Grant and Staf-

ford Loan, as well as other, smaller aid programs.

The federal EFC formula for dependent students
adds together parents’ adjusted gross income (or W-
2 earnings for non-tax-filers) and other income. It
then subtracts a number of allowances, of which the
largest is taxes paid, and adds in 12 percent of par-
ents’ assets over an asset protection allowance that
depends on parents’ ages and marital status. The
resulting figure is called parents’ adjusted available
income (AAI). An assessment rate from 22 to 47
percent is applied to this number, and the result is
then divided by the number of children in college to
obtain the parents’ expected contribution. Thirty-
five percent of any student assets are added to this
figure to yield the student’s expected contribution.
Students have no asset protection allowance.

The expected contribution for independent stu-
dents with children is calculated much like that of
parents of dependent children (see previous para-
graph). The expected contribution of independent

students without children is calculated much like
that of dependentstudents (see previous paragraph),
but with higher income and asset allowances. The
total contribution is divided by the number of fam-
ily members in college to calculate the EFC.

For both dependent and independent students, the
Pell Grant is currently awarded by subtracting the
EFC from the maximum Pell Grant ($4,050). Fol-
lowing federal rules, grants between $0 and $199 are
rounded down to $0, and grants between $200 and
$399 are rounded up to $400. Pell Grants of over
$2,700 are adjusted downward for students at very-
low-tuition institutions (tuition and fees of less than
$675 in 2003-04) using what is called the tuition
sensitivity adjustment. Pell Grants are also reduced
if the calculated amount exceeds the cost of atten-
dance at the student’s institution (which is provided
in NPSAS,; as reported by the schools). Among full-
time students in our sample, the tuition sensitivity
adjustment applied to only 35 students and the cost
of attendance adjustment applied to none.

Pell awards are prorated for those who go to col-
lege part time, which includes two-thirds of inde-
pendent students. While we do an excellent job
replicating the EFC for these students (as we do
for full-time students), we had difficulty replicating
the exact, prorated Pell Grant. Instructions on how
to prorate Pell Grants for part-time students fill
nearly 50 pages (!) in the federal student aid hand-
book (ED 2003a), and the data required for some
of these calculations are lacking in NPSAS. While
we can replicate actual Pell awards within $100 for
90 percent of full-time students, we can do the same
for only 45 percent of part-time students (though
we can replicate 70 percent of such awards within
$500). In many cases (12 percent of part-time stu-
dents), we estimate a nonzero award while there is
no Pell actually reported in the data. Hence, our
cost estimates regarding Pell Grants for part-time
students are somewhat less precise than those for
full-time students.

WWW.HAMILTONPROJECT.ORG | FEBRUARY 2007 51



COLLEGE GRANTS ON A POSTCARD: A PROPOSAL FOR SIMPLE AND PREDICTABLE FEDERAL STUDENT AID

Authors

SUSAN M. DYNARSKI, Associate Professor of Public Policy at Harvard University’s Kennedy School
of Government, studies and teaches the economics of education and tax policy. She has a special inter-
est in the interaction of inequality and higher education. She has been a Faculty Research Fellow at the
National Bureau of Economic Research since 1999 and is a Visiting Fellow at Princeton University in
2005-06. Dynarski has studied the impact of grants and loans on college attendance; the impact of state
policy on college completion rates; and the distributional aspects of college savings incentives. She has
testified on her research to the United States Senate and the President’s Commission on Tax Reform.
Her research has been published in academic and policy journals, as well as featured in the popular
media. Dynarski earned an A.B. in Social Studies at Harvard College, a Master’s in Public Policy at
Harvard University and a Ph.D. in economics at MI'T.

JUDITH SCOTT-CLAYTON is a doctoral candidate in Public Policy at Harvard University’s Ken-
nedy School of Government, where her primary research fields are labor economics and public finance.
Her current research focuses on the economics of higher education, and its role in addressing or exacer-
bating inequalities in educational attainment and labor market outcomes. With Professor Susan Dy-
narski, she has examined the equity and efficiency costs of complexity in the federal system for student
financial aid, and has proposed strategies for simplification. Her other research examines the causes and
consequences of a large increase over the past 30 years in the amount of time college students spend
working while still enrolled in school. Her academic study is funded by a National Science Foundation
Graduate Research Fellowship. Originally from Indianapolis, Indiana, Judith graduated summa cum
laude from Wellesley College in 2000.

Acknowledgements
We are indebted to the many colleagues who have shared their ideas and criticism. While they are too

numerous to list, we would like to extend special thanks to Sandy Baum, Sandy Jencks and, especially,
Tom Kane, whose insights into financial aid policy have consistently inspired our research.

52 THE HAMILTON PROJECT | THE BROOKINGS INSTITUTION



THE

HAMILTON

PROJECT

ADVISORY COUNCIL

GEORGE A. AKERLOF

Koshland Professor of Economics,
University of California, Berkeley
2001 Nobel Laureate in Economics

ROGER C. ALTMAN
Chairman, Evercore Partners

HOWARD P. BERKOWITZ
Managing Director, BlackRock
Chief Executive Officer, BlackRock HPB Management

ALAN S. BLINDER
Gordon S. Rentschler Memorial Professor of Economics,
Princeton University

TIMOTHY C. COLLINS
Senior Managing Director and Chief Executive Officer,
Ripplewood Holdings, LLC

ROBERT E. CUMBY
Professor of Economics, School of Foreign Service,
Georgetown University

PETER A. DIAMOND
Institute Professor, Massachusetts Institute of Technology

JOHN DOERR
Partner, Kleiner Perkins Caufield & Byers

CHRISTOPHER EDLEY, JR.
Dean and Professor, Boalt School of Law —
University of California, Berkeley

BLAIR W. EFFRON
Partner, Centerview Partners, LLC

JUDY FEDER
Dean and Professor, Georgetown Public Policy Institute

MARK T. GALLOGLY
Managing Principal, Centerbridge Partners

MICHAEL D. GRANOFF
Chief Executive Officer, Pomona Capital

GLENN H. HUTCHINS
Founder and Managing Director,
Silver Lake Partners

JAMES A. JOHNSON
Vice Chairman, Perseus, LLC and
Former Chair, Brookings Board of Trustees

NANCY KILLEFER
Senior Director, McKinsey & Co.

JACOB J. LEW
Managing Director and Chief Operating Officer,
Citigroup Global Wealth Management

ERIC MINDICH
Chief Executive Officer,
Eton Park Capital Management

SUZANNE NORA JOHNSON
Senior Director and Former Vice Chairman
The Goldman Sachs Group, Inc.

RICHARD PERRY
Chief Executive Officer, Perry Capital

STEVEN RATTNER
Managing Principal, Quadrangle Group, LLC

ROBERT REISCHAUER
President, Urban Institute

ALICE M. RIVLIN
Senior Fellow, The Brookings Institution and
Director of the Brookings Washington Research Program

CECILIA E. ROUSE
Professor of Economics and Public Affairs,
Princeton University

ROBERT E. RUBIN
Director and Chairman of the Executive Committee,
Citigroup Inc.

RALPH L. SCHLOSSTEIN
President, BlackRock, Inc.

GENE SPERLING
Senior Fellow for Economic Policy,
Center for American Progress

THOMAS F. STEYER
Senior Managing Partner,
Farallon Capital Management

LAWRENCE H. SUMMERS
Charles W. Eliot University Professor,
Harvard University

LAURA D'ANDREA TYSON
Professor, Haas School of Business,
University of California, Berkeley

WILLIAM A. VON MUEFFLING
President and CIO, Cantillon Capital Management, LLC

DANIEL B. ZWIRN
Managing Partner, D.B. Zwirn & Co.

JASON FURMAN
Director

MICHAEL DEICH
Managing Director



THE

Te BROOKINGS INSTITUTION

HA l\ /I I I I O | \l 1775 Massachusetts Ave., NW, Washington, DC 20036

PROJECT

(202) 797-6279 = www.hamiltonproject.org

‘B TaeE BROOKINGS INSTITUTION




	Overview of the Probem
	Our Proposed Solution: College Grants on a Postcard
	Questions and Concerns
	References
	Further Readings
	Appendix A: The FAFSA
	Appendix B: A Sample SAR
	Appendix C: Technical Information

