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December 23, 2009

The Honorable Janice K. Brewer, Governor

The Honorable Bob Burns, President of the Senate

The Honorable Kirk Adams, Speaker of the House of Representatives

Mr. Vincent Alascia, State Documents Librarian, AZ Library, Archives, and Public
Records

| have the honor of submitting this annual report on behalf of the Arizona Commission
for Postsecondary Education (ACPE). The Commissioners and ACPE staff remain
committed to investing themselves in the work of higher education; this report reflects
that commitment.

FY 2008-09 brought both challenges and opportunities to the ACPE. Challenges faced
by the Commission were a result of the economic downturn and the State revenue
shortfall. This was evident in a 39% reduction in agency staff, with 5 of 13 positions
unfilled, and a 41% reduction in the ACPE general funds appropriation. In order to
leverage the remaining limited resources both leadership and service in a wide variety
of collaborations and partnerships has become a top priority for the Commission.

Unfortunately, these extensive budget reductions affected the lives of nearly 5,400
students who have not and will not receive grants/scholarships. These grants were not
available because the Postsecondary Education Grant (PEG), the Private
Postsecondary Financial Assistance Program (PFAP), and the Early Graduation
Scholarship fund were reduced by 53%, 50% and 77%, respectively. Sadly, the Early
Graduation Scholarship Grant has also been placed on moratorium for one year and the
future of this valuable incentive program for postsecondary education is in jeopardy.

In contrast, opportunity was extended to 4,801 students who were recipients of ACPE
administered federal/state grants and scholarships. These grants were distributed via
the secure, web-based www.azgrants.gov website and new grant software allowing

Arizona students to use a single portal to apply and track up to 6 grants/scholarships.

The Arizona College Access Aid Program (ACAAP) represented a new opportunity for
low-income students. This was one component of the College Access Challenge Grant
secured by t he Gbiy$0000D granswadlévéragedewith the


http://www.azhighered.gov/
http://www.azgrants.gov/

restructured SLEAP grant. The $658,4310f SLEAP funds were also disbursed to low-
income students seeking a baccalaureate in education and STEM programs.

't is important for Arizonads | eadeArizoidai p t o
College Access Aid Program, and LEAP funds secured in FY 2008-09 were available

because Arizona sustained the required level of funding or Maintenance of Effort

(MOE). This level must be sustained each year or Arizona will lose its eligibility for

these and other federal student assistance which are in the planning process by the

Obama administration.

Likewise, the ACPE provided opportunity to more than 43,000 families and students
through distribution of free publications with college and financial aid information.
Additionally, more than 160,000 visits were made to ACPE websites which provide
financial assistance and college going information.

Moreover, the Arizona Family College Saving Program (ASFCP) offers an important
opportunity for families to financially prepare for college expenses. Today the AFCSP
holds more than $461M in assets and more than 51,000 accounts for potential college
students. It is evident that the ASFCP is meeting the needs of families fbecause the
number of accounts has continued to increase even during the current economic
recession.

This annual report describes the details of these and other challenges and opportunities
within the framewor kyea $trategic plan.CQuestionssregarding 6 s 5
this report and detailed information regarding ACPE programs and publications are

available on www.azhighered.gov or by contacting our office at 602.258.2435.

Respectfully Submitted,

%"4..1 of (.

Dr. April L. Osborn, Executive Director

cc:  Stacey Morley, Senate Higher Education and K-12 Committee Analyst
Marge Zylla, JLBC Fiscal Analyst
Kevin Burke, OSPB Budget Analyst
Dawn Wallace, House Assistant Research Analyst
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Introduction

The work of the Arizona Commission for Postsecondary Education (ACPE) is guided by
a 5-year strategic plan. The purpose of the plan is to provide focus for the activity of
this small agency and its eight staff members in order to increase productivity and
impact in the areas of its statutory authority. The mission and goals were accepted by
Commissioners in late 2004 and this report reflects the fifth year review of goals,
performance, and outcomes as outlined in the plan.

Through a planning process, the 16 Commissioners identified an agency mission of
expanding access and increasing success in postsecondary education for Arizonans.
Three goals were named to achieve this mission: (1) increase available student financial
resources, (2) implement strategies to help students and their families plan, enter, and
succeed in postsecondary education, and (3) provide a forum for all sectors of higher
education to dialogue, partner, and problem solve issues of mutual interest. A roster of
the ACPE Commissioners follows this introduction.

The work of the ACPE has been highly impacted over the past several years both by
legislative action and the recent economic downturn. Recent additional statutory
responsibilities include the Postsecondary Education Grant (PEG) program which was
initiated in 2007 and the Early Graduation Scholarship Grant program which was
established in the 2008. In addition, the ACPE was asked to administer the Foster
Youth Postsecondary Education Case Manager Program which was designed and
launched in the spring of 2008. Progress on each of these legislatively directed
initiatives is discussed in more detail within this report.

The on-going State revenue shortfall and subsequent budget reductions have
hampered the Commi ssi onés efforts to effectivel
initiatives and have reduced the funds available in formerly existing grants, as well.
Already a lean agency, the ACPE has experienced significant personnel cutbacks and
extensive general fund appropriation reductions. The agency is approved for 13 FTE;
yet, only 8 positions are currently filled due to a lack of funds. Therefore, the agency
has been asked to support existing functions and take on new responsibilities when less
than 61% of the approved staff positions are filled. Similar in proportion are the massive
budget reductions waged in both FY2007-08 and FY 2008-09 when the ACPE was
required to return 50% of all appropriated general funds and 41% of all appropriated
general funds, respectively.
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These reductions resulted in student grant/scholarship programs being severely
curtailed. In FY 2008-09 the PEG student grant funds were decreased 53% and the
Private Postsecondary Education Student Financial Assistance Program (PFAP)
student grant funds were also reduced by 50%. Likewise, funds have been severely
diminished in the Early Graduations Scholarship Grant Program. At the time of this
writing, more than 1,791 students have applied and are on a waiting list for
grants/scholarships administered by the ACPE. Student applicants and their parents
have made very clear to ACPE staff that these grant reductions have placed significant
stress on their families regarding the ability to financially support continued college
attendance.

Effective administration of ACPE programs has been challenging with fewer staff
striving to meet a variety of immediate needs. These include a radically increased
demand for communication and support of students and families who lost grant funding,
the development and testing of a new loan repayment system, serving families who are
disappointed and confused by the moratorium of the Early Graduation Scholarship
Grant Program, implementation of the second year of the Arizona College Access Aid
Program (ACAAP), and a restructuring of the SLEAP grant program.

The Commission staff has determined to focus its time and attention on its core
responsibilities related to student financial assistance. Therefore, top priorities include
(1) communication with students and families who have lost grant funding, (2) continued
effective administration of existing grant programs, (3) maintaining oversight and
improvement of the Arizona Family College Savings Program, (4) building PEG and
PFAP loan repayment systems to address the imminent statutory obligation and
increased number of students entering into repayment due to grant reductions, and (5)
continued coordination of the fruitful College Goal Sunday financial literacy initiative.

The Commission goals of (2) helping students plan, enter, and succeed in
postsecondary education and (3) of providing a forum for all sectors of higher education
to dialogue, partner, and problem solve issues of mutual interest are funded through
grants, fees, and donations. These goals require policy analysis and research,
collaborative action led by ACPE Commissioners and staff, and participation in college
access initiatives led by foundations, government, or non-profit entities with similar
missions. Seeking solutions to identified problems are time intensive and thus such
activities are impacted by the five unfilled staff positions, budget cuts, and increased
workloads resulting from the new responsibilities. Therefore, two valuable and
worthwhile ACPE initiatives have been suspended at this time; these are discussed
within the report.

The ACPE administrative costs use minimal state financial resources. The FY 2009
ACPE annual budget was $12.9 M (before budget reductions) of that amount $11.7 M
was pass-through money dedicated to postsecondary education students in the form of
financial aid. In addition, the agency generates $252,300 in donations, sales, and
grants to fund college-going programs and publications such as College Goal Sunday,
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the Arizona College and Career Guide, the Rapid Guide to Financial Aid, the
Developing Human Capital Conference, and the Arizona Minority Education Policy
Analysis Center.

This report is organized in three sections; each section describes the activities and
services related to each of the three goals, as well as the affects of reduced staff and
budget reductions on these goals. The conclusion summarizes how the parts of this
report relate to the plan and the future of the Commission.
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Commissioners 2008 - 2009
Arizona Commission for Postsecondary Education

Steven Corey, Chair
Chief Operating Officer/CFO
Prescott College

Dr. David Curd
President
College of Humanities & Sciences

Dr. Timothy Dosemagen
Vice Provost
Anthem Education Group

Dr. Debra Duvall, Retired
Superintendent
Mesa Unified School District #4

Dr. Eugene Garcia
Vice President for Education Partnerships
Arizona State University

Jeffrey Gearhart
Executive Director
Apollo College

Catherine Koluch
President/Founder
The Studio Academy of Beauty

Vacant
Senior Executive from a Community College district
with a population <500,000

Teena OlszewskKi
Arizona GEAR UP
Northern Arizona University

Dr. Bill Pepicello
President
University of Phoenix

Lois Ann Salmon
Executive Director of Academic Affairs
Piccolo International University

Joel Sideman
Executive Director
Arizona Board of Regents

Dr. Anna Solley
President
Phoenix College

Teri Stanfill
Executive Director
Arizona Board for Private Postsecondary Education

Dr. Timothy Trent
Superintendent
Globe Unified School District

Vacant
Senior Executive from Commerce or Industry

Commission Staff

Dr. April L. Osborn
Executive Director

Irene Hesch
Student Financial Aid Assistant

Kathaerine Johnson
Director of State Financial Aid & College Access

Elliot Howard
Associate Director of EGSG and College Access
Programs

Mark Mason
Arizona Family College Savings Program Director

Judi Sloan
Communications Specialist

Carol Williams
Program and Office Manager

Mila Zaporteza
Business & Student Financial Assistance Manager
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Goal 1: Increasing available student financial resources

Core responsibilities of the ACPE are related to postsecondary student financial
assistance programs. These responsibilities include (1) administration of Leveraging
Educational Assistance Partnership (LEAP), (2) administration of the Private
Postsecondary Education Student Financial Assistance Program (PFAP), (3)
administration of the Postsecondary Education Grant (PEG) Program, (4) administration
of the Early Graduation Scholarship Grant (EGSG) program, (5) management of student
grant repayment programs, (6) oversight of the state student loan guarantor, and (7)
management of the Arizona Family College Savings Program. In addition, the ACPE is
the entity that represents the State in the National Association of State Student Grant
and Aid Programs (NASSGAP).

Addi tionally, I n the fall of 2008, the
part of the two year federal formula-based College Access Challenge Grant (CACG).
The Arizona CACG included three components and the need-based student grant
component titled the Arizona College Access Aid Program (ACAAP) became the
ACPEGs responsibility. To better serve
Assistance Partnership (SLEAP) grant was restructured and administered in conjunction
with the ACAAP Grant.

Unfortunately, the State of Ari zonabos
Commi ssionods goal of increasing avail
Postsecondary Education Grant and the Private Postsecondary Financial Assistance
Program student grant funds along with financial aid staff were radically reduced. PEG
student grant funds were reduced by 77% and 53% in FY 2008-09 and FY 2009-10,
respectively. Likewise, the Private Postsecondary Financial Assistance Program
(PFAP) student grant fund was cut by 50% in FY 2008-09. The Early Graduation
Scholarship Grant (EGSG) Program funds have been reduced by 77% in FY 2008-09,
as well.

In such troubled economic times the Commission is determined to continue to support
families seeking financial assistance in paying for college; yet, more than 39% of ACPE
staff positions are unfilled due to budget reductions. Therefore, priorities have been
established. The core responsibilities of the agency include the administration of the
student financial assistance programs listed in the first paragraph, management of grant
repayment programs, and management of the Arizona Family College Savings
Program. Because grant funds are reduced, priority has been placed on
communicating with and effectively serving the more than 7,000 students and their
families who annually apply for and receive student financial aid from the ACPE,
oversight of the program managers holding more than 51,000 college savings accounts
and establishing goals to increase savings for Arizona families, clear communication to
families regarding the reductions in grant funds available and providing sources to
investigate for additional funds, and ensuring the continuation of the College Goal
Sunday financial literacy initiative.

Goverr
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The College Goal Sunday (CGS) initiative is designed to assist families in achieving all
available federal aid by filing the Free Application for Federal Student Aid (FAFSA) and
providing appropriate and timely communication regarding student financial aid. In FY
2008-09 College Goal Sunday assisted more than 4,000 students/parents complete the
FAFSA and the CGS website received more than 30,000 visits. Details of the College
Goal Sunday program and the thousands of families who benefit from it annually are
discussed in the Goal 2 section of this report.
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1.1 Leveraging Educational Assistance Partnership (LEAP)

The LEAP program, formerly known as the State Student Incentive Grant or SSIG
program, has been in existence in Arizona since 1972. The LEAP program is a federal,
state and institutional matching grant program that financially assists eligible, low-
income students enabling them to pursue higher education goals. The Arizona
Commission for Postsecondary Education administers the program, ensuring
adherence to all federal regulations and the Arizona Administrative Code.

In order to participate in the LEAP program, the State of Arizona must achieve a
required Maintenance-of-Effort (MOE) level, meaning State support provided for low
income student financial assistance programs must meet or exceed the FY 1999 MOE
level. Administration of Arizona LEAP is decentralized; therefore, the Commission
delegates certain functions to participating institutions. Higher Education institutions
wishing to participate in the program apply each year to the ACPE. The ACPE
establishes institutional eligibility and determines a proportional distribution of funds
(based on the number of students) to institutions. LEAP recipients are selected by the
institutions on the basis of substantial financial need established through federal and
state statute.

Compliance with federal guidelines is critical to effective LEAP administration. Detailed
reports to the U.S. Department of Education are filed each year by the ACPE.
Furthermore, on-site LEAP program compliance audits are performed at the
postsecondary institutions every two years by ACPE staff. The most recent cycle of
compliance audits was completed in the fall of 2008. All 44 LEAP institutions were
audited and all issues found and questions have been addressed by the institutions.

In FY 2008-2009, two thousand three hundred and eighteen (2,318) Leveraging
Educational Assistance Partnership (LEAP) awards were provided through 45
postsecondary institutions totaling just over $2.8 million in leveraged financial aid (state,
federal, and institutional) to financially needy students. Institutional distribution of LEAP
awards in 2008-2009 resulted in the following distribution percentages: 33% to public
universities, 50% to community colleges, 16% to proprietary schools, and 1% to private
colleges (as these categories are defined by the federal government).

The table below provides a student profile for those who received awards.

Students Students

Total Total Dependent | Independent | w/Income w/lncome Students
o Program w/Income
Recipients Award Students Students Less than Between Over $40 000
$19,999 | $20,000 - $39,000 '
| 2318 | $2,812,826 | 817 | 1501 | 1,145 | 743 | 430 |

The following chart represents the breakout of the institutions attended by those
awarded LEAP funds.

ACPE Annual Report 9



Leveraging Educational Assistance Program (LEAP) 2008-2009
Grants Awarded by Institution Type - 2,318 Total

Public 4 Year, 374
Public 2 Year, 1556

Private Nonprofit 4 Year,
341

Proprietary, 47

Annual LEAP administration performance measures were collected through anonymous
surveys from institutional financial aid administrators and reviewed by the ACPE staff.
The 2009 surveys indicated 90% satisfaction with administration of this program by the
ACPE. This survey received a 73% return rate of the 45 institutions participating in the
LEAP grant or 33 responses.

The survey also revealed that there continues to be frustration on the part of the student
financial aid community regarding the limited resources available to assist students
seeking higher education goals. Overall, the financial aid directors of the 44 LEAP
institutions expressed grave concern over the low amount of financial aid available for
Arizona students and its effect on low-income and lower middle-i nc o me s
college-going expectations and enrollment.

1.1.A Special Leveraging Educational Assistance Partnership (SLEAP)

The Special Leveraging Educational Assistance Partnership (SLEAP) Program is a
component of the LEAP program. To participate in the SLEAP Program a state must
also participate in the LEAP Program and the grant must be administered by the same
state educational agency that administers LEAP. An annual SLEAP application and
performance report is required. In addition, a sustained level of need-based financial
aid for Arizona is required to continue to qualify for SLEAP funds. Should need-based
financial aid in Arizona be reduced representing a lack of Maintenance of Effort (MOE),
the Arizona application for future SLEAP funds would be in jeopardy.

tudent
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SLEAP provides grants to eligible sophomore, junior or senior students who are seeking
an associate or baccalaureate degree in an area that is determined to be a critical
workforce need of the State (Science, Technology, Engineering, Math or Education).
Students must attend a regionally or nationally accredited institution in the State of
Arizona. The SLEAP maximum for an academic year was limited to $2,000 for full-time
enrollment (funds are prorated for reduced enrollment) to be applied toward any
educational expense documented in the student

The State of Arizona was awarded $658,431 in SLEAP funds for FY 2008-09 and the
ACPE administered all funds to 360 Arizona students. The table below provides a
student profile for those who received awards.

Total Pr-tl—)(z:;té:m Ap\‘/géagfe Averagle Average Aé?;i%e Public Community CoPIrIg/;etzeor
Recipients Award Recipients FISAP EFC Amount University College University
| 360 | $658,431 | 27 | $21,797 | $914 | $1,802 | 289 | 27 | 44 |

'FISAP is the total family income reported on the Free Application for Federal Student Aid (FAFSA). If a student is
considered dependent then the FISAP income reported would include both a student and family data. Independent
students would only reflect student and spouse income.

’EFC is the expected family contribution as determined by the FAFSA. This number is used by institutions to
determine the types of aid available to students. The Expected Family Contribution (EFC) is how much money a
family is expectedt o pay toward the studentédés college education for on

The graphs below represent the breakout of the institutions attended by grantees, and
the program of study selected.

Special Leveraging Educational Assistance Program (SLEAP) 2008-2009
Grants Awarded by Institution - 360 Total

University of Arizona, University of Phoenix, 10
63

Southwestern College, 9

Arizona State University, Dine College, 8

75
Coconino County CC, 7

Other, 72 Grand Canyon University, 7

Midwestern University, 6
Embry-Riddle , 5
Devry University, 4

Northern Arizona University, Chandler-Gilbert CC, 3
150 Mesa Community College, 2
Phoenix College, 2
Mesa Community College, 2
American Indian College, 2
South Mountain CC, 2
Collins College, 1
Cochise College, 1
Central Arizona College, 1
Paradise Valley CC, 1
Arizona Western College, 1
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Special Leveraging Educational Assistance Program (SLEAP) 2008-2009
Grants Awarded by Type of Program - 360 Total

Science, 98

Technology, 33

Engineering, 48

As evidenced by the previous chart, the SLEAP grant is serving the target population.
In order to create a strong need-based aid program for low income students, it was
determined the SLEAP Grant would be administered in conjunction with the Arizona
College Access Aid Program (ACAAP). Details on this program can be found in section
1.1.B.

Ari zonads application f or -2@l0 BEcademid yeardwas g for
successful and Arizona was awarded $684,372 to award to eligible students. As of

December 1, 2009 over 2,000 student grant applications were received and currently all

available funds have been awarded to 331 eligible students. A number of eligible

students remain on the waiting list in the event additional funding becomes available.

The 2010-2011 academic year will be a transition year as SLEAP funds will be
redirected to the new Grants for Access and Persistence (GAP) Program. The GAP
Program will be a component of the Leveraging Educational Assistance Partnership
(LEAP) program. GAP funds will be available beginning FY 2011.

The purpose of the new GAP program is very similar to LEAP and SLEAP, to provide
eligible, low-income students with financial assistance to attend and persist in
postsecondary institutions. In addition, GAP has an added component where the
partnerships created by the state encourage students to participate in early information
or outreach programs.
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To be eligible for the GAP program a State must meet the following criteria:

¢ remain eligible for the LEAP Program (maintain MOE),

e state must provided matching funds at a level of 34% to 43% of the federal
allotment,

e state must sustain or exceed the FY 1999 maintenance-of-effort (MOE) for
need-based grants, scholarships, and work-study assistance,

e establish a State partnership with at least one public and one private degree
granting institution in the State,

e form partnerships with at least one new or existing early information or
outreach program in the State and at least one philanthropic organization
located in the State.

The ACPE is currently working wi t he

Gover

t h
continue to provide MOE and matching funds whichwould qual i fy Acomegonads

students for approximately $1.2 M in federal funds.

1.1.B Arizona College Access Aid Program (ACAAP)

The Arizona College Access Challenge Grant (CACG) application was submitted by the
Governor 6s Of fi ce |formulazy@rd @signexd o inareateettte @umaer
of underrepresented students who enter and remain in postsecondary education. The
College Access Challenge Grant program provides two one-year grants to States to
meet the needs of underrepresented students and families. This grant also requires the
State maintain a minimum Maintenance of Effort (MOE).

The Arizona application for the College Access Challenge Grant was successful and the
ACPE was asked by the Governor 6s QOfents. dle
Arizona College Access Aid Program (ACAAP) is a two year $1,000,000 need-based
grant program ($500,000 a year for both FY 2008-09 and FY 2009-10) designed to
assist low-income sophomore, junior, or senior students who are seeking an associate
or baccalaureate degree at any regionally or nationally accredited institution. Students
enrolled full-time can receive $2,000 per year. The intent for this grant is to enable low-
income students to attend postsecondary institutions. In an effort to strengthen the
ACAAP program, the SLEAP Grant is being administered in conjunction with ACAAP to
maximize fund availability for low-income students.

The Commi ssion staff began working in the surm

to finalize the grant program details. Once the details were set in place a semi-
automatic online student application was created on the student financial aid portal
www.azgrants.gov. The application was available November 2008 and awarding began
March 2009. The ACAAP grant proved quite popular with over 2,500 applications
received. In the 2008-2009 academic year ACAAP grants were disbursed to 254
students for a program total of $437,912.
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The table below describes the students who benefited from this grant program. As
evidenced by the table, it is clear that this need-based aid program is reaching the
target population.

Total Pr-[)c;tr{;l\m Ap\‘/ge(reagfe Averagle Average A(\;?;i%e Public Community Ccljlrlie;I;éeor
Recipients Award Recipients FISAP EFC Amount University College University
[ 254 | $437,912 ] 31 | $20,298 | $738 | $1,720 | 174 | 58 | 22 |

'FISAP is the total family income reported on the Free Application for Federal Student Aid (FAFSA). If a student is
considered dependent then the FISAP income reported would include both a student and family data. Independent
students would only reflect student and spouse income.

EFC is the expected family contribution as determined by the FAFSA. This number is used by institutions to
determine the types of aid available to students. The Expected Family Contribution (EFC) is how much money a
family is expectedt o pay toward the studentés college education for on

The following charts illustrate the institutions attended by the grant recipients and the
programs of study chosen by the student.

Arizona College Access Aid Program 2008-2009
Grants Awarded by Institution - 254 Total

Coconino County
Community
College, 37 University of

. Mohave Comm Coll, 10
Arizona, 30

Grand Canyon University, 9

Arizona State
University, 68

Other, 42 Dine College, 4

University of Phoenix, 3
Amer. Indian College, 2
Brown Mackie College. 2
Mesa Comm College, 2
_ Ottawa University, 2
Northern Arizona Pima Comm Couege’ 5
University, 77 Prescott College, 2
Southwestern Coll, 2
Phoenix College, 1
South Mountain CC, 1
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Arizona College Access Aid Program (ACAAP) 2008-2009
Grants Awarded by Degree Program - 254 Total

Health
Professions
& Related ,
20 Public Administration and
Saocial Service, 15

Nursing, 26

Communications, 14

Liberal Arts and Education, 13
Sciences, 30

Environmental/Consumer 5ci,8

Other, 103 Legal Professions/ Studies, 8

Multifinterdisc. Studies, 6

Biological/Biomedical Sci., 6
Engineering Technologies, 4
Compute/Information Sci, 4
Hotel/Restaurant Mgmt, 4
Art and Design, 3
Parks and Recreation, 3
Construction Trades, 3
Foreign Languages,
Mathematics and Statistics, 2
Physical Sci & Technologies, 2
. Education Admin & Support, 2
Business, 42 Security/Protective Svcs, 2
Visual/Performing Arts, 1
Theology/Religious , 1

Social Sciences, 33

The ACPE was pleased to be able to continue to offer the ACAAP for the 2009-2010
academic year. As of December 1, 2009 over 3,500 student applications were received
with 235 students receiving awards. A substantial number of eligible students remain
on the waiting list in the event additional funding becomes available.

Unfortunately, the Arizona College Access Aid Program (ACAAP) will be exhausted at
the end of the FY2010. Because Arizona has only minimal need-based financial aid
funds available, it is the aspiration of the Commission that these federal funds be
supplanted with State need-based grant funding once the economy recovers. Some
discussion has taken place regarding a continuation of the College Access Challenge
Grant. Should this occur, the Maintenance of Effort (MOE) will remain.

1.2 Private Postsecondary Education Student Financial Assistance (PFAP),
a Forgivable Loan

The Arizona Private Postsecondary Education Student Financial Assistance (PFAP)
program was initiated in the spring of 1996. This program was designed to encourage
Arizona community college graduates to enroll in and graduate from baccalaureate
degree granting private postsecondary institutions; thereby realizing a savings to the
State of Arizona.

By statute (ARS 15-1852) and Arizona Administrative Code rules (R7-3-401 through
R7-3-405), the PFAP program provides up to $2,000 per fiscal year to eligible Arizona
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community college graduates (i.e., those holding Associate Degrees from an Arizona
public community college) who prove financial need and who enroll as a full-time
student in a baccalaureate degree program at an accredited, baccalaureate degree-
granting private postsecondary educational institution in Arizona. The maximum grant
amount allowed to a single student is limited to $4,000.

The PFAP Program has seen significant challenges in funding. Program funding was
reduced in 2003 from $318,000 to $170,500, resulting in fewer students receiving the
grant. It was increased in the 2006 legislative session to $400,000 and PFAP
appropriations in FY 2007-08 were raised to $800,000.

The ACPE continues to rebuild the PFAP Program after the several years of reduced
funding. Unf or t uevanueedhortfall réghired tietALPEtO seturn
$400,000 of the $800,000 in PFAP funds appropriated for both FY2008-09 and FY2009-
10. The effects of these repeated reductions in funding include a loss of financial aid to
private college students, less support to the private higher education sector, and loss of
potential cost savings to the state due to a loss of an incentive to seek a private
education.

Due to funding reductions the ACPE disbursed 169 student grants for the 2008-2009
academic year for a total of $286,000. The table below provides an illustration of the
students who benefited from this grant program in FY 2008-09.

Total Initial Priority Total Average Average | Average Average
o . . Program Age of 1 9 Grant
Recipients | Applicants | Applicants Award Recipients FISAP EFC Amount

| 169 | 157 | 12 | $286,000 | 31 | $43,180 | $7,704 | $1,692 |

'FISAP is the total family income reported on the Free Application for Federal Student Aid (FAFSA). If a student is
considered dependent then the FISAP income reported would include both a student and family data. Independent
students would only reflect student and spouse income.

’EFC is the expected family contribution as determined by the FAFSA. This number is used by institutions to
determine the types of aid available to students. The Expected Family Contribution (EFC) is how much money a
family is expectedt o pay toward the studentds coll ege education for on

The following graphs illustrate the institutions attended and the programs of study
selected by the students.
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Private Postsecondary Student Financial Assistance Program (PFAP) 2008-2009
Grants Disbursed by Institution - 169 Total

Ottawa
University,

Prescott
15 College, 15

University of
Phoenix, 44

Other, 42

Grand Canyon
University, 53

Western International
University, 10

Embry-Riddle
Aeronautical University, 7

Midwestern University, 5

Southwestern College, 4
Art Center Design College, 3

Devry University, 3
Argosy University, 2
Art Institute of Phoenix, 2
American Indian College , 1
Chamberlain Coll Nursing, 1
Collins College, 1
ITT Tech-Tucson, 1
Park Univesrity, 1
Univ. Adv. Tech, 1

Private Postsecondary Student Financial Assistance Program (PFAP) 2008-2009
Grants Disbursed by Degree Program - 169 Total

Health
Professions/

Related, 14

Education, 26

Other, 49

Nursing, 27

Business, 41

Art and Design, 7

Biological and Biomedical
Sciences, 7

Computer and Information
Sciences, 7

Liberal Arts and Sciences, 7

Legal Professions and Studies, 4
Engineering Technologies, 3
Communications, 2
Intelligence Operations, 2
Physical Scifsci lech, 2
Public Admin/Social Svc, 2
Theology/Religious, 2
Construction Trades, 1
English Lang/Lit/Letters, 1
Foreign Languages, 1
Security/Protective Sves,1
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Due to a significant reduction in funding in the PFAP program, the ACPE has been able
to award only 125 students for FY2009-10, and there are an additional 84 eligible
students on the waiting list in the event additional funding becomes available.

More than 1,500 students have benefited from the PFAP Program since the program
inception. The PFAP program has produced a total of 1,055 private college and
university graduates, and has a graduation rate of 85%. Thirty-four percent of these
graduates were minority students.

Annual performance measures collected through anonymous surveys from
postsecondary institutions in FY 2008-09 indicated 88% or greater satisfaction from
financial aid professionals with administration of this program.

As mentioned earlier, the rebuilding of this program was just taking hold following the
2004-6 budget reductions when the PFAP budget was cut by 50% in FY 2008-09 and
again in FY 2009-10. Because students are being turned away due to reduced PFAP
grant funding, another rebuilding initiative will be required once full funding of this
program has been restored. This will be more difficult to achieve with fewer financial aid
staff at the Commission. Nevertheless, the PFAP Program continues to represent a
pathway to higher education that can be very valuable to the State and its future
educated workforce.

1.3 Postsecondary Education Grant (PEG) Program, a Forgivable Loan

The Postsecondary Education Grant (PEG) program, created in the 2006 legislative
session, is a student-centered, non-need based grant (forgivable loan) designed to
financially support and encourage Arizona resident students to attend a private
postsecondary baccalaureate degree granting institution in Arizona. The maximum
grant is $2,000 per year for up to four academic years (eight semesters/terms). These
funds must be used for tuition, books and fee expenses. Students must obtain a
bachelor degree within five years after the first PEG disbursement. Should a student
not obtain a bachelor degree within five years, the student must repay all grant funds
back to the PEG fund for redistribution to additional students.

The PEG program was patterned after the successful student-centered PFAP program.
Goals for the PEG program include (1) strengthening the private higher education
sector, (2) providing cost savings to the State by encouraging residents to attend private
colleges and universities over publically funded universities, and (3) increasing the
number of baccalaureate degrees in the State of Arizona, thus increasing the tax
revenues from a more readily available educated and higher wage-earning workforce.

The student interest in PEG is remarkable. Each year the program continues to gain in
popularity, as evidenced by the large amount of students who remain on the waiting list
each year. In the first full year of implementation (FY 2007-08) a program high of 2,442
students were awarded grants for a total of $3.9M. The ACPE staff was hopeful that
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with FY 2008-09 the number of awarded students would surpass that of FY 2007-08.
Unfortunately, the crisis of the State revenue shortfall stunted program growth. In FY
2008-09 the ACPE was required to return $2.6M in PEG funds which represents a 52%
reduction in available funds for student grants. Moreover, the PEG program was placed
on a temporary suspension from October 2008 to March 2009. Ultimately, the results of
both the budget cut and the grant suspension were a drastically reduced number of
students who were assisted by this financial aid program.

In spite of the funding reductions and temporary suspension, the ACPE awarded for FY
2008-09 one-thousand four-hundred and thirty-four (1,434) students a total of
$2,410,192. This represents 831 priority students (students who have received funds in
the past) and 603 initial (first time recipients).

The table below provides an illustration of the students who benefited from this grant
program in FY 2008-09.

Total Initial Priority Total Average Average | Average Average
o . - Program Age of 1 9 Grant
Recipients | Applicants | Applicants Award Recipients FISAP EFC Amount

| 1434 | 603 | 831 | $2410,192 | 28 | $62,538 | $12,100 | $1,680 |

'FISAP is the total family income reported on the Free Application for Federal Student Aid (FAFSA). If a student is
considered dependent then the FISAP income reported would include both a student and family data. Independent
students would only reflect student and spouse income.

’EFC is the expected family contribution as determined by the FAFSA. This number is used by institutions to
determine the types of aid available to students. The Expected Family Contribution (EFC) is how much money a
family is expectedt o pay toward the studentds coll ege education for on

The following charts illustrate the institutions attended and programs of study selected
by PEG Program students in FY 2008-09.
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