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How do economists think
about education?

0 Education Is an investment
= Incur costs now
m Earn returns in the future

O College pays off if benefits exceed costs

= Costs: tuition, fees, lost earnings while In
school, studying

= Benefits: higher earnings and improved quality
of life throughout lifetime
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I. Benetits ot College




Median Income, 2001

Median Income, Income,
Year-Round, Full- Relative to HS
Time Working Men Grad
HS Grad $35,000 100%0
AA $43,000 123%
BA $56,000 160%0
Professional $100,000 286%

Degree

Source: Condition of Education, 2005 Table 388.



Median Annual Earnings, Ages 25-34, 1972-2003
(Constant 2003 Dollars)

356(],0(]0 Males Females $ED,DDD

$50,000 - — $50,000

mﬂmm -‘v : $40,000
$30,000 \I\\.-—e-" e $30,000

—_——
$20,000 . S 1 $20,000
$1|:|'|:”:"D | I T T N Y Y I I N N I I I I I A | | I I I I I O I I I I O N O I I N N NN O I R O A | $'||:|'|:||:||:|

@»1?‘ m_c.'.",& éﬁl m_c.'."@ @nhn_ nEJ% i{"? @h Esé] E l;';l".b u@%a@hé&nﬁﬁ @h Eﬁj [?h ESIPA._E.'." @h @%r@ Em@

I GRADES 911 B HIGH SCHOOL GRADUATE I SOME COLLEGE OR ASSOCIATE DEGREE | BACHELOR'S DEGREE OR HIGHER

O Source: College Board



Percentage of Private Sector Entry-Level Workers Covered by
Employer-Provided Health Insurance, 1979-2002
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Percentage of Private Sector Entry-Level Workers Covered by
Employer-Provided Pension Benefits, 1979-2002
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I11. Costs ot College




Tuition prices are lower than you

think.

0o UMass Boston: $8000
0 Bunker Hill Community College: $3200

O ...except for Harvard: $30,000



Harvard prices are not typical

Average Share of
Tuition & Fees Students
2-year public $2,191 37.6%
4-year public $5,491 39.2%
4-year private $21,235 21.6%

Source: Trends in College Pricing 2005



Most Students Attend Public Colleges

2001 Fall Enrollment

Full-Time All
Public 71%0 77%
2-year 23%0 38%
4-year 48% 39%
Private 29%0 23%0
2-year 2% 1%
4-year 27% 22%0

Source: Digest of Education Statistics 2003, Table 178



College Costs:
Very Hugh for the Few at Private Schools,
Moderate for the Many at Public Schools

Four-Year Private

[2006-06 = 321,235]
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Sticker Price # Net Price

o Grant aid
= State & federal governments
= Schools

0 Tax Credits & Deductions



Net of grant aid,

US average tuition and fees:

0 $1000 at community college
0 $3000 at a state university
0 $8000 at a private university

Figures are for a middle-income family
(—$50,000)



Student Loan Debt & Projected Payments
Undergraduate Degree Recipients, 2003-04

Median Debt, Monthly Loan Monthly Loan

Borrowers Payment Payment /
(10 years) Max Term

Private BA $19,400 $209 $157 /
15 years

Public BA $15,500 $167 $125/
15 years

Public AA $6,100 $66 $66 /
10 years

Average car loan: $23,801 Monthly payment: $447



I1I. Does College Pay?
Policy Implications




Does college pay?

o College grads typically earn $1 million
more than high school grads over their
work lives.

O This payoff dwarfs the sticker price of
even the most expensive college.



Result: College-going 1s rising

Figure 2b: Years of Schooling Completed by People 25 and Older, 1940-2004

2004 16% 2% 26% 28%
2000 o 33% 25% 26%
1950 B NOT AHIGH SCHOOL
1980 GRADUATE
I HIGH SCHOOL

1970 GRADUATE
1960 B SOME COLLEGE OF
1950 ASSOCIATE DEGREE

BACHELOR'S DEGREE
1240 OR HIGHER

O Source: College Board



Yet...there are large gaps in

college going

White, non-Hispanic 63%0
Black, non-Hispanic 50%
Hispanic 30%

Source: Share of 24-25-year-olds that has
gone to college, 1998-2000 October CPS



There are even larger gaps in
college completion

White, non-Hispanic  32%
Black, non-Hispanic 13%
Hispanic 8%

O Source: Share of 24-25-year-olds with BA,
1998-2000, October CPS



These gaps trace back
to high school

White, non-Hispanic 11%
Black, non-Hispanic 20%
Hispanic 41%

O Source: Share of 20-25-year-olds without
a high school diploma, October CPS



Gaps Exist Even Among Academically Proficient
(Completed Schooling in 2000 of High School Class of 1992, by
High School SES and Math Score)
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Our system for funding
college may be the culprit

O Student aid is ill-designed for
those who need it most

O The aid system is complex and unwieldy

O A gauntlet for anyone, but especially for
= First generation college students
= Non-English speakers



Consider the FAFSA

July 1, 2006 — June 30, 2007

FREEAPPLICATION FOR FEDERAL STUDENT AID

Use this form fo apply free for federal and
state student grants, work-study and loans.

If you do nat receive the esults of your application—a Sivdent Aid Repori (SAR}—
within three weeks, please chack online at www.iafsa.ed. gov or call 1-800-433-3243,
If you provided your e<mail addmess in question 13, you will receive informmation
about your application within a few days after we process it

OME # 1845-0001

STATE AID DEADLINES
File @aline and File Om Time
W, (A 158. ey

Check with wurﬁnanael and administrator for

thess states and ke
AL, “AS, CO, CT,

it
“FM, GA ‘GU “HI 1Dy

“MH, *MF, M5, *NE, *NM, *fv, PR
B0, TH, UT, "V, V1, VT, Wia, Wi and .

Motes for questions 14 — 15 (page 3)

If youare an eligible noncitizen, write in your eight- or nine-digit Alien Registration Mumber, Generally, youare an eligible noncitizen
if you are (17 a LS. pemmanent resident with a Permanent Resident Card (1-3510: (20 a conditional permanent resident (1-3510); ar
3] the holder of an Arrival-Departure Record (1-24) from the Department of Homeland Security showing any one of the following
degignations: “Refuges” “Asylum Granted.” “Parolee™ (I-%4 confirms paraled for a minimum of one year and status bas not expired) or
“Cuban-| an Entrant.’” If you are in the ULS. on an F1 or F2 smdent visa, a 11 or 12 exchange visitor visa, ora G series visa (pertaining
to international organizations). you st fill inoval e, If you are neither a citizen nor an eligible noncitizen. you are not eligible for
federal student aid. However, you may be eligible for state or college aid.

AK Apil 15, 2006 fdare recetved)
Or apply free anfina AR For Acodemic Challengs - June 1, 2006 Motes for question 23 (page 3) — Enter the correct number in the box in question 23,
at www.fafsa.ed.gov. {eloim recetved) ) ] )
- i ' For Warldores Grant - Contact your Enter 1 for Isdbschel or's degree. Enter & for certificate or diploma for completing an
finoncial sid administmior. Enter X for 27 bachelor’s degres. cocupational, technical, or educational program
Applying by the Deadlines AZ June 30, 2007 fdate recetred) Enter 3 for associate degree (occupational or technical pragram). of at least two years.
For fexderal aid, submit your application as early as possible, but no earlier than **CA  For initial swards - March 2, 2006 Enter 4 for associate degre (genaral education or transfer Enter 7 for teaching credential program (nondegres
January 1, 2006, We must receive your application no later than Juty 2, 2007, Your R"“dd”"“f' oommunity college swnrds - program). . ) ) programy. )
colle must heve your comect, complete information by your last day of enrollment in . Seplelﬂx; 2006 FM“PWW“"*@; Enter 5 for certificate or diploma for completing an occupational,  Enter 8 for graduate or professional dagres.
-2007 school year g‘g {‘l\:l::l’lns g&ﬁ;ﬁ‘:ﬂl staie) technical. or educational program of less than two years. Enter % for otherundeci ded.
For state or college aid, the deadline may be as early as January 2006, See the table to FL My 15, 2006 (dite proccsed) Motes for question 24 (page 3) — Entar the correct number in the box in question 24.
the right for state deadlines. You may al=o need to complete additional forms. Check SIA - July 1. 2006 (slate recefred) Enter 0 for never attended college & 1st pear undergraduate. Enter 4 for 4th year undergraduate.senior.
with your high school guidance counsslor ora financial aid administrator at your #IL  Firs-time applivants - September 30, 2006 Enter § for 5t intha dergraduate,
collage about state and college sources of student aid and deadlines. Continuing applivants - August 15, 2006 E”Er ‘I‘: gr iltsnded cogege b;f‘:"':,& '? year undergraduate. Egtg % fg:: st yy::_:rad:aubel?-'p:gfr:ssli-lgrﬁl
e nitar 2 for 2nd year undergraduatedsophomore, - .
If you ame filing close to one of these deadlines, we recommend you file online at T h-tan:;{l:t(lm;:gs it recetred) Enter 3 for 3rd year undergraduate/junion Enter 7 for continuing graduate/profassional or beyond.
www. fafsa. el gov. This is the fastest and easiest way to apply for aid. M ES il 1, 2006 received) X
SEY March 15, 2006 (date receivad) Notes for questions 29 - 30 (page 3)
Using Your Tax Return # LA May 1, 20046 Some states and colleges offer aid based on the level of sehooling your parents comp leted.
Finsl deadline - July 1, 2006 {date recaived)
If you are supposed to file a 2005 federal income tax retum, we recommend that you #MA May L 2006 (date recetved) MNotes for IZIIJSSNOHS 33 ¢c. and d. {page 4} and 71 c.and d. (page 5}
cotnplats it bafore filling out this form, I you beve not yet filed your retum, you'can MO March 1, 2006 fdare recetved) I you filed ar will file a foreign tax retum, or a tax return with Puerts Rico, Guam, American Samca. the 115, Virgin Islands, the
still submit your FAFSA but you must provide “"90""9_9"‘1 fax _|nfqrrnsl|on Once you ME - Blay |, 2006 jdate recetved) Marshall Islands, the Federated States of Micronesia, or Palau, use the information from that retum to fill cut this form. I you filed a
file your fax retum. correct any income or fax information that is different from what ML March 1, 2006 fdare received) foreign return, comvert all figures to 1.5, dollars, using the exchange rate that is in effect today. Ta view the daily exchange rate, go to
youinitialty submitted on your FAFSA. :g ﬂd_l;-hl! ﬁ:ﬁbﬂm mr{:;* recetued) 4] W ederalTeserve. puv Teleases I Loupdate.
Apil 1, (e rece =
#MT March 1, 2006 fdafe recetved =] Notes for questions 34 (page 4) and 72 (page 5)
Filling Crat the FAFSA NC  Mamwh 15, 2006 I:‘*’""“"""‘“ﬁ' = In general. a person is eligible to file a 10404 or 1040EZ if he or she makes less than 5100000, does not itemize deductions, does not
: i . ) HD hamh 15, 2006 jdate receved) =] receive income from his or her own business or farm, and dees not receive alimony A person is not eligible if he or she itemizes
our answars on this farm will b read electronically. Therafora: NH May L2006 daterecetra) g deductions, receives self-emplayment income or alimeny, or is required to file Schedule D for capital gains. If you filed a 1040 only to
« e Hlack ink and fill in vl x QS NI 2’“ 1;3?3;;:;35"3‘; received o Tuiticn Aid g claim Hope or Lifetime Learning credits. and you would have otherwise been eligible for a 10404 or [040EZ, you should answer “Yes™
Correct ® |ncormrect A ol in 2 ta this question.
complately: All cther sppliconts = .
< print clearly in CAPITAL eters and Otober |, 2006, ol & spring terms = Notes for questions 37 (page 4) and 75 (page 5) — Notes for those who filed a 1040EZ
skip @ box betwessn words: - March 1. 2007, spring term caly & On the 1040EZ. if o person answered “Yes™ on line 5, use EZ workshest line F to determine the number of exemptions (52,200 2quals
P e ecemed) P P a
: . 1 X e o . .
« report dolar amounts such as “NY May L, 2007 (date recetvesi) ane exernption). If 8 person answerad “Mo™ on line 5. enter 01 if he or she is single, or 02 if he or she is marriad.
$12,366.44) like this: OH  Oolober 1. 2006 jidate recetved) Motes for questions 43 — 45 (page 4) and 81 - 83 (page 5)
#OE ;Pu::;ﬁ?:f_ Jume 30, 2005 By applying online at www.fafsaed.zov, you may be eligible to skip some questions. If you do not apply online, you will nat be
Blug is for student information and purple is for parent informatien. recemed) penalized for completing questions 4345 and 8 1-83 on the paper FAFSA.
If you or your family has unususl ¢ireumsiances (such as 1oss of smployment], . HFOR ;(::hd;‘ﬁ?:f:{g:;:c;n?ﬁnmnl i Met werth means current value minus debt. If net worth is one million dollars or mora, enter $999.999, If net worth is negative, enter 0.
complete this form to the extent you can. then submit itas instructed and consult with administrator Investments include real estate (do not include the home you live in). trust finds. money market funds. mutaal funds, certificates of
the financial aid office at the collage you plan to attend. *PA All 20052006 State Grnt recipients & all deposit, stocks, stock options, bonds, other sacurities, Coverdell savings aceounts, college savings plans, installment and land sale
. . : : " i i - H P conitracts (ineluding mortgages held), commedities, ete. For mere information about eporting education savings plans, call 1-800-433-
;gg_r;g;;nj@rrgﬂ;;ggml&w ﬂlsl'o %%_g;ﬁg‘%fﬁsicflolu:fg%jﬂii? -AID (1-800- x:ﬁti;’:;fﬂ;ﬁ?niﬁp'em " 3243, Javestment value ineludes the market value of these investrments as of today, Ievestment debi means only those debts that are relaked
o tai N ' ioan i to the imestments.
wwwstudentaid ed.gov. All other applicants - August 1, 2006
famte received) Investments de n clude the hame you live in, the value of life insurance, etirement plans (pension funds, annuities, noneducation
Mailing Your FAFSA ";‘? ;‘(‘l"ﬂ:nl -i“:éiﬂff m‘-'n“;:li' IR As, Keogh plans, ete.). and prepaid tuition plans, or cash, savings, and checking accounts already reported in 43 and 1.
une 30, 2006 e rece . . o X X . .
After you complete this application, make a copy of pages 3 through & for your TN ForSiate Grnt - May 1, 2008 Business andfor investment farm value inclodes the market value of land, buildings, machinery, equipment, imentory, etc. Businass
i _ and/or imvestment farm debt meaans onby thosz debts for which the business or imastment farm was used az collateral,
5. Then mail the onginal oforll} pages 3 rough & inthe attached emvelope or For State Lottery - September 1, 2006 (dane
sand it to: Federal Shadent Aid Programs. BO. Box 4691, Mt Vermnon, TL 628640059, reveived) Motes
Do not sand the workshests on page & keep themn for your racards. SWV Warch 1, 2006 e recetved) for question 54 {page 4)

Angwer “MWa” (you awe not a veteran) if you (1) have never engaged in active duty in the U.S. Armed Forees, { 2) are cumenthy an
ROTC student of a cadet or midshipman at a service acadermy, or (3) are a National Guard or Reserves enlistes activated only for training.
Also answer “Mo™ if you are cumently serving in the T18, Anmed Forces and will continue to sarve through June 30, 2007,

Angwer “Yes™ (you are a veteran) if you (1) have engagad in active duty in the LLE. Ammed Forees Ay, Mavy, Air Force, Marnines ar
Coast Guard) or are a Mational Guard or Reserve enlistes who was called o active duty for purposes other than training. or were a cadet

# For priceily consilerston, Submi Sopicston or midshipman at one of the service academies, and (2) were released under a condition other than dishonomable. Also answer “Yes™ if

youane not a veteran now but will be one by June 30, 2007,

Page 2

Let's Get Started!
Now go to page 3, detach the application ferm and begin filling it
out. Refer to the notes as instructed.

dafe cREd
A iypmm:'?mu&wd foobian proof of
mang.

* ACNBOnE oI mEY D e quiTed. Motes continued on page 7.

)



ore FAFSA

iy I, 2006 — June 30, 2007
FREE APFLICATION FOR FEDERAL STUDENT Al

COME # 1845-0004

Step One For questions 1-30, leave blank any questions that do not apply to you (the student).
1-3. Your full name (as it appears on your Secial Security card)

1. LasT ||!III|[|I|||
HanE
I O T
4-7. Your permanent mailing address
[T = L

e L]
9. Your date of birth 10, Your permmanent telephone number

'STREET {INCLLOE
B GITF uND
NOT U] | | |
[T RE] -

AFT.MUMBER)
COUNTRY IF
8. Tvour Bocial Security Number
11-12.  Your driver’s license number and state (if am)
12. 5TATE I:I:I

2. AFET

HaME INTIAL

|

HUMBER

HUE L LEETHE ElaL aDDREEE T0 CORFESFOND WITH DAL VOU WL RECEIE (DU FAFER NFORUATONTHEOUGH a EECUAE LIRK ON THE
13 Your e-mail address nmz(sm1mm5mLmuP€nmanuE I.EAVEB.A.MHO nromam MAL.WE WLL ORLY SHARE
ADDFESE ECHOO! T O THE FORM AND YOLR 5T LD oA RACATE TV
14 Areyoua LS. citizen? 8 V92 lam a U.S cizen. Skip to question 18, 15. ALIEN REGETRATION NUMBER

Pick cne. See page L. b Ha, butl am an elgile nonctizan. FIl 0 question 15.

€. N, 1 am not & citizan or aligibk nonctizen. ..

16, What is your marital | am alngle, dvorced of whidowed ... o0 17, Month and year you
status as of today? | am marriedTemarrisd o were marted, separated,
| am saparad ... s divoread or wi dowd
STATE . . .
I8 What is your state of 19, Did you become a legal resident of this state Yes 31 No
legal residence? before January 1. 20017
WONTH YEAR
2. If the answer bo question 19 is “No.” give month and year you became a legal resident.
1. Am you male? (Most male students must register with Selective Sarvica to get faderal aid.) Yes ~ 21 Mo o>
22, If you are male (age 18-25) and not registered, answer “Yes" and Selective Service will register you. Yes 21 Ne <

13, What degres or cartificate will you be warking on
during 2006-2007 schoal year? See page 2 and enter
the cormeet number in the b

What will be your grade level when you bagin
thie 20062007 school year? See page 2 and
enter the correct number in the box.

0>

25 Will youhave a high school diploma or GED before you begin the 2006-2007 school year? Yea C51 Mo 2
26, Will youhave your first bachelor’s degres before July 1, 20067 Yea o Ne O
27. Inaddition to grants, are youinterested in student loans (which you must pay back)? Yea t No
28, Inaddition to grants, are youinterested in “work-stdy™ (which you earn through work j7 Yea v Mo

9. Highest school your father complatad Midkdls schiooldr. High <2 1+ High Scheal <0 ¢ Collegeor beyond C 0 3 Otherunknosn ©

3. Highest school yourmother completed  Middle schoolr High < 1 High Schoal <0 2 Collsge of beyond ¢ 3 Otharunknown

31. Dwo not leave this question blank. Have you ever been convicted of possessing or selling illegal drugs? Mo 03 1 ' DO HOT LEA
If you have, answer "Yes,” complate and submit this application, and we will send you a worksheet in — QUESTICN ¢
the mail for you to detenmine if your conviction affects your eligibility for aid. Yes O s BLAME

Page 3 . X
Far Help — www.shrdentaid.ad. govioompl etefat

Step Two: Forquesticns 32-45, report

r {the student’s) income and assets. If you are married as of teday,

eﬁﬂ your and your spouse’s incoms and assets, even if you were not mamad in 2005. Ignore
re

s to “spouse” if you are ty single, sep d or .
31, For 2005, have you ithe stident) complated your TRE income tax return or another tax retum listed in question 337
a. | have already — b. 1wl file, but | have not yst
cormpleted ry rsturn, - cormpleted my returm.
What income tax return did you file or will you file for 20057
a. [R5 1040,
b IRS 10404 or 1040EZ. ..
c.Ableimmxrelum.Snnpagaﬂ 9
34, If youhave filed or will File a 1040, were you eligible to file a 10404 or 1040EZT See page L
For questions 3547, if the arswer is zero or the question doss not apply to you, enter 0.
35, Whatwas your (and spouse’s) adjusted gross income for 20057 Adjusted gross income is on
IRE Form 1040—line 37: 140A—line 21; or 1MOEZ—line 4.
Enter your (and spouse’s) income tax for 2005, Income tax amount is on
IES Form 1040—Iline 57: 1040 A—Iline 36: or 1040EZ—Iine 10,

! (= question 38.)

33

3 a

Statea of Mncn:neala, or Palau. See pngBD_

Yew v 1 Mo

SSS=EH

37, Enter your (and spouse’s) exemptions for 2005, Exemptions are on TRS Form 1040—line &d or on
Form 1040 A—Tline &d. For Fonm 1040EZ, see page 2.

38-39.  How much did you (and spouse) eam from working (wages. salaries, tips. combat pay,
ete.) in 20057 Answer this question whether or not you filed a tax retum. This
information may be on your W-2 forms. oron [R5 Form 140—Ilines 7+ 12 +
18; 1040A—line T: or 1 40EZ—Tline 1.

You (38) °

Your Spouse (39) §

Student (and Spouse) Worksheets (40-42)
Waorksheet A (a0) ¥
40-42. Go te page 8 and complets the columns on the left of Worksheets A, B,
and C. Enter the student (and spouse) tofals in questions 40, 41 and 42, 5
respective by, Even though voumay have fow of the Worksheat items, Waorksheet B (41)
check each line carefully.
Worksheet C {42) § |:|:|
43, As of today. what is your (and spouse’s) total current halance of cash. savings. and checking $
accounts? Do not include student financial aid.
44, As of today. what is the net warth of your (and spouse’s) investments, including real estate $
(not your home)? Nei worth means current value minus debt. See page L
45 As of today, what is the net worth of your (and spouse’s) current businesses and/or
investment farms? Do not include a farm that you live on and operate. See page L §
46-47. I you receive veterans” education benefits, for how many months from July 1.
2006, through June 30, 2007, will you receive these benefits. and what ameunt will ~— Months (46)
you receive per month? Do nat inelude your spouse’s veterans” education benefits.
Monthly Amount (47) s |:|
Step Three: Answer all seven questions in this step.
48, Were youborn before Jamumry L LREIT L e Ve O3 1
40, At the beginning of the 2006-2007 schoal year, will you be working on a master’s or doctorabe program
{=uch as an MA, MBA, MD,JD, PhD, EdD, ar graduate certificate, atc)? ..o o oo L Yem 0 ¢

As of today. are you married? (Answer “Yes" if you are separated but not divoread.) ...l
Do you have children who receive more than half of their support from you? ..o oo Lo
Do you have dependents (other than your children or spouse) who live with

u and who receive mon

than half of their suppart from you, now and through June 30, 20077 Yem o !
53, Are (g) both of your parents deceased, or (b) are you (er were youuntil age IS] a ward/ pendent of

tha Court? « . ¢ cuss st i ia s riiratassassattaitissadsadstittiitadsaiaaan Yee 1
8. Are you a veberan of the ULS, Ammed FormesT Seepage . ... oo iii i Ve 2 1
If you {the student) answered “No” to every question in Step Three, go to Ste|

If you answered “Yes™ to any question in Step Three, skip Step Four and go ttl: Slop Five on page &.
{Health Profession Students: Your school may requins you bo complate Step Four evan I you answensd “Yee” (o any Sep Thres questiion.)

. I'm not geing to file. (Skip to

d. A tax return with Pusrto Rico, Guam, American Samas, the
LLE. Virgin Islands, the Marshall Islanda the Federated

o BEEEEEES BB

Ne 2

N
No
No
L]

He
Ne ¢

(ol E:';" -l

Page 4

For Help — 1-800-433-3243




Yet More FAFSA

= Complets this step if you (the student) answered “Ne" to all questions in Step Three. Go to page 7 to determine
Step Four' who iz a parent for thie step.

8. What is your parents" marital status as of today?
MarmkdRemanied .. [T DhorcedSaparaed ...

S5, Month and year they WOHTH YEAR

Single ... O el

divorced or widowed
s7-64.  What are the Social Security Mumbers, names and dates of birth of the parents reporting information on this form? If
your parent does not hmne a Social Security Mumber, you must snnerCCO-CO-UUEO

57, FATHER BETEFFATHERTS 5001 BER  GH. FATHERSE TEFFATHERE LAZ] el aiia)
1. IMEER 62, STHEFE LAST BAME, AKD B FRETMITIAL B4, MOTHERWITEFMOTHER'S CATE OF BETH

&5, Go te page 7 to determing how many
people are in your parents” housshol d.
Enter that mumber here.

your parents) will be college stdents between Juby 1, 2006, and

&b, Go te page T to determing how many in question 65 {exclude |:|
June 30, 2007, Enter that number here.

SIE

&7. What is your parents’ D] &8, Did your parents become legal residents of this state Yes ¢ 1 Ne c3 1

state of lagal residence? before Tanuary 1, 20017 - -

WonTH YEAR

LLITLT]

T0. For 2005, have your parents completed their IRS income tax return or another tax retum listed in question 717

a. My parents have already b. My parents will file, but they have c. My parents are not going to file. (Skip e
completed their returm. nat yet cormpleted theirretum, ' ¢ to question T6.) Lo

T1. What income tax return did your parents file or will they file for 20057

&9, Ifthe arswer to question 68 is “Me.” give month and year legal
residency began for the parent who has lived in the smate the longest.

a. RS 1040 .. = dl. A texe retumn with Puerto Rico, Guam, American Samoa, the LS. Virgin
b IAS 10404 or 1040EZ .. Trrrrer [} lalands, the Marshall |slands, the Federated States of Micronasia, or
e A Rreign tax return. See pngaz w O w sl e 2778 = e
Yes Mo Don't Know
T2, Ifyour parents have filed or will filz a 10490, were they eligible to file a 10404 or 1040EZ7 See page L. O O (] ]

For questicns 73-83, if the answer is zero or the question does not apply, enter 0.
T3 What was your parents” adjusted gross income for 20037 Adjusted gross income is on
IRS Form 1040—line 37: 140A—TIine 21: or | MOEZ—Iline 4.
T4 Enter your parents’ income tax for 2005, Income tax amount is on
IES Form 1040—line 57; 1040A—TIine 36; or | MOEZ—TIine 10,

75 Enter your parents’ exermptions for 2005, Exemptions are on IRS Form 1M40—line &d or
on Form 1040A—line &d. For Form |040EZ, see page 2.

T&-77.  How much did your parents earn from working (wages, salaries, tips, combat Father/
pay. et} in 20057 Answer this question whether or not your parents filed a tax Steptather (76) $
return. This informati onmay be on their W-2 forms, or on IRS Form 1040—lines
T+ 12+ 18 1040A—line 7; or 1040EZ—ine 1. Mother $
Stepmother [77)

-

Parent Worksheats (78-80)

TE80.  Go te page 8 and complete the columns on the right of Warkshests A,
B. and C. Enter the parents” totals in questions 78, 79 and 80, mepectivaly.
Even though your parents may have few of the Worksheet items. check
each line carefully.

Worksheet A {78)

Workshest B (79)

Step Flve: Complete this step only if you (the student) answered “Yes" to any Step Three question.

B4 Goto page T o determnine bow marry 85 ot page T to determine how many people n question 54
people are m your (and your spouse’s) D] will be cellege students, attending atleast half ime hetween D
househald. Enter that munber here. Tuly 1, 2006, and June 30, 2007. Enter that rumber here.

Step SiX: Please tell us which school may reg yeour infermation, and indi your er status.

Enter the &-digit federal school code and your housing plans. Look for the federal school codes at www.lafsaed.gov, at your colkge financial
aid office. at your public library, or by asking your high school guidance counselor. If you cannot get the Federal school code, writz in the
complete name, address, city and stake of the college. For state aid you may wish to list your pre ferred school First.

157 FEDERAL SCHODL CODE HaME CF ST mL.EIND(i‘ ?ﬂ-m
coLLEGE
- (T on 2 )
e with parst
21 FEDEFAL ECHOOL CODE Macor SIE —
s OR aoress = ot campus
AND GImY with parart
S50 FEDERAL ECHOOL CODE HaME CF STEE
COLIEGE on campus
~ CITITTor 22 ) ~23
e with parst
474 FEDEFAL SCHODL GOCE NaME OF SWE
CoLLEGE on campus
[TTTT T 52 ) ~az
CIEL with parsrt
Sr FEDIERAL SCHODL COCE HaME CF STEE
COLLEGE on campus
ad. OR oress I:I:I @5, off campus
o with parst
ST FEDEAAL SCHODL GOCE NaME OF SWE
CoLLEGE on campus
[T o 2 T -
CHET with parent
R, See page T.At the start of the 20062007 Full I W Halt - than - Mot o
tma ma - Hma  — haiftma  — wure

school year, mark i you will be:

Step Seven: Read, sign and date.
L you ae the cndent, by sigeing thisapplication oa serify that.you (1) willuss 99, Dute this form was completed.
n

ml andior state sl tnancial aid caly to pay the cost of aitending as
|:|:|:|:| 2008 or

institution of higher education. 2} are not in default on o fedeml sudent loan or
106, Sradent (Sign below)

ave made satisfactory armn; ol v it (3} do not owe money on
fedeml siudent grant or have made stifactary srrangements to repay it 4] will
notify your sohiosal iféou defult on & fedeml student loan and { 5) will not receive
=ml Pell Gmnt for more than one schocl for the same pericd of tme.

If you are the parent of the student, by s gning this application you ngree. if
asked, 10 provide infocmation that will veeify the acournsy of your completed
form. This information may include U.S. or state income tax that you filed
or ars required to file. Also, you temgklul ou understand that the Secretary of
Education has the auihority io verify information reperted on t
application with the Internal Revenue Service and ocher federal agencies. If
wou sign any document related o beﬂedemlmndenlmdgm&umseieckomm]ly
using n Personal Identification Numbser (FIN L you vertify that you ars the person
identified by the FIN and have not disclossd that PIN 1o a.nyoneelse If you
tpesely give false ar misleading information. you may be fined $20,000, sent
ta prizon, ar both.

Parent (A parent from Step Four sign below))

i |

Workshest C (80)

-

&L Asof boday, what is your parents™ total current balance of cash, savings, and checking accounts?

BL  Asoftoday, whatis the net worth of your parents” imvestments, including real estate inot
wour parents’ home)? Ner worth means current value minus debt. See page 2.

-

B Asoftoday, what is the net worth of your parents” current businesses and'or invest ment Farms?
Donot inchade a fann that your parents live on and operate. See page 2.

@@@999@@5@@
SSSSSSSSps sy

Ifthis formn was fillsd cut by someone other 101, Freparsrs socia Secaniny sumber or 102) SCHOOL USE ONLY: Federal Schacl Code
than you. your spouse or your parenis, that _
perscn must complete this part. Do o
102, Enplyer [D pumber {or 101
Preparer's name, firm ool address |:|:| " bl!_|_|7—|]_|_|_| i""”U‘"""
_ B |

103, Preparsrs sigranr and dae Ev—

USE OMLY: L= J

Now go to Step Six.
g2 E Page 5

For Help — www.siuden faid.ed. gow/'completefa faa

page 6 For Help—1-800-433-3243




Motes for questions 5583 (page 5) Step Four: Who is considered a parent in this step?

Rezad these notes to determing who is corsiderad a parent on this fonmm. Answer all questions in Step Four abowt them, even if you do
not live with them. (Mote that grand parents, foster parents and legal guardians are not parents.)

If your parents are living and married to each other, answer the questions about them.

If your parent is widowad or single, answer the questions about that parent. If your widowed parent is emartied as of teday, answer the
questions about that parent and the person whom your parent married (your stepparent).

If your parents are divorced of separated. answer the questions about the parent you lived with maore during the past 12 months. (IF you
did not live with one parent more than the other, give answers about the parent who provided more financial support during the past 12
months, or during the most recent year that you actually received support from a parent.) I this parent is remarried as of today, answer
the quastions an the rast of tis form about that parent and the person wham your parent married (your sbepparnt).

Motes for question 65 (page )

Include in your parents” housshol d (see notes, above, for who is comsidersd a parent):

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

= yourparents” other children if (a) your parents will provide maore than half of their suppart from July 1, 2006, through June 30, 2007, ar
(b the children could answer “no™ to every question in Step Three onpage 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,

Motes for questions 66 (page 5) and 85 (page 8)

Abways count yoursa1fas a college student. Do not include your parents, Include athers only if they will athend. at least half time in
2006-2007, a program that leads to a college degree or certificate.

Motes for question 84 (page )

Include in vour (and your spousa’s) houzehold:

= yourself (and your spouse. if you have one),

= your children, if you will provide more than half of theit support from July 1, 2006, through June 30, 2007, and

+ other peaple if they now live with you. you provide more than half of their support. and you will continue to provide more than half of
theit support from July 1. 2006, trough June 30, 2007,

Motes for question 98 (page &)

For undergraduates, “full time™ generally means taking at least 12 credit hours ina tenm or 24 clock hours per wiesk, 34 time™
generalty means taking at least @ credit hours ina tenmoor 18 clock hours per week. “Half time™ generally means taking at least & credit
hours in a term ar 12 clock hours per week. Provide this information about the college you are most likely to atbend.

Worksheets

Do not mail these worksheets in with your application.
Keep these worksheets; your school may ask to see them.

Information on the Privacy Act and use of vour Soclal Securty Number

Wiz use the informatian that you previde an this farm b2 detemmine if you are eligitle fo rsceive foderal sadent financial aid and the amcunt that you are eligitls o
receive. Sections 433 and 434 of the Higher Education Act of 1965, as amended, give us the authority to ask you and your parents thess questions, and to collect the Social
Security Mumbers of you and your parents. We uss your Social Security Humker b verify your ideniity and retrieve your records, and we may request yeur Social Securiy
Number again for those purpssss.

State and instituticnal shidert financial aid p alza s the in u previde on this form ta determing ifyon are sligible 1o receive state and
instinutional aid and the reed that you have for such 2id Thesefare, we will diclaze the infarmatian that you provide an this Formn ta sach instifution you list in questions
B6-95, state agencies in your state of Iegal residence, and the stats agencies of the states in which the colle ges that you list in questions 5696 are located

If you are applying salely for federal aid, you must answer all of the following questions fhat apply tn you: 1-9, 14-16, 18, 21-22, 2526, 3136, 3845, 4567, T0-74,
76-B5 and 98- 100, I yau do ot answer these questicns, you will net receive federal aid

Wibout o consent, we may dclove iformaion et you pronide o siies s  publited “cuutine e Under such 3 et use, we may disloss informsion i
third parties th assistus in sbove programe; bo ctber federal agencies under computer maiching prgrams, such as thees with the
Internal Eovema Service, Sceil Security Administmicn, Selective Service Systern, Department of Homeland Security, Diepartment of Justice and Veterans A ffairs: to your
parets ar spouse; and to members of Congrass if you ask them to help you with student aid questions.

If the federal government, the 11.5. Depertrnent of Eduzation, ar an employes of the U5, Department of Education is imvolved in lif gaticn, we may send informaticn to
the Diepartment of Justice, or a court o adjudicative bedy, if the disckare is related to financial aid and certain condifions are met. Tn addition, we may send yo
infarmatic b2 a Fareign, Federal, siate, or local enfurcernent agency if the information that you submitted indicaéss a viskticn or putertial viohtion of las; Tor which hat
agency has jurisdiction for imvestigation or prosecution. Fimlly, we may send & rdinga claim that is determined to be valid and overdus tn a consumer
reporting agency. This informatian includes identifiers from the recard; the amaunt, status and history of the <laim: ad the program under which the claim wose.

State Certification
By submitting this applicaticn, you are giving your state financial aid agency permission to verify any statsment an this form and to chtain income e information for all
perscns required b repart income an this foem.

The Paperwork Reduction Act of 1995
k Redaction Act of 1995 says that no one is required bo respond to a collection of information wnless it displays a valid OME control number, which for
thia form iz 143.0001. The time requircd to ¢ omplete this form i esiimated 1o be coe hous, inckading time i neview imsiructions, szarch data resourees, gaiher the data
nesded, and compl 4 review the i . [Fyoubave comments about this estimat for impraving this form, please write to:
U5, Departmentaf Education, Wahington DC 20002-4700.
Wz mary request addifional information from you to process your application mers efficiently, We will callest this addifional infommation only as needsd and oo a.
vohmiary basiz,

Calendar Year 2005
SoENUSpouse Worksheet A Parents
For question & Report Annual Amounts For question 78
5 Earned income cradit from TRS Form 1040—line 66a; 1040A—line 4 la; or 1040EZ—Iline Sa. §
$ Additional child tax credit from [RS Form 1040—line 68 or 10404 —line 42 §
Welfare benefits. including Temporary Assistance for Meedy Families (TANF). Don'tinclude
$ food stamps or subsidized housing. §

Social Security benefits reozived, for all housshold members as eportedin question B4 (or 65
for your patents). that were not taxed (such as S80). Report benefits paid to parents in the
$ Parents column, and henefits paid directly to stident (e spouse) in the Student/Spousz column,__§

¥ —Enter in question 40. Enter in question 78.—#%

Worksheet B
Report Annual Amounts
Payments to tax-deferred pension and savings plans paid directhy or withheld from earnings),
including, but not limited to, amounts reported on the W-2 Form in Boxes 12a through 12d,
codes D, E, F, G, Hand § s

IRA deductions and payrments to sslfqmplo}ed SEE SIMPLE. and Keogh and other qualified
plans from [R5 Form 1040—ling 28 + line 32 or 1040A—line 17

For question 41 For question 79

Child support you recsived for all children. Den't include faster cate or adeption payments.

Tax exampt interest income from IRS Farm 1 040—line &b or 10404—line 8h
Foreign income exclusion from [RS Form 2555—line 43 ar 2555EF—|ine 18

we|le e "
wl el w |

Untared portions of TRA distributions from IRS Form 1040—Ilines (153 minus 15byar
1 040A—Tlines (1 1la minus 11b). Exclude rollovers. If negative, enter a mero here.

Untarad portions of pensions from [RS Form 104 0—lines ( 1ea minus 1600 or 1040 A—lines

12a minus 12b). Exclude rollovers, If negative, enter a zero here.

Cradit for federal tax on special fuels from TRS Formm 4 126—line 15 (nonfarmers only)

Housing, food and other living allowances paid to members of the military. clergy and others
(including cash payments and cash value of benefits)

Waterans” nonaducation benefits such as Disability, Death Pension, or Dependency & Indemnity

Comipengation (DIC). and/or WA Educational Waork-Study allowances

Other untaxad income not reported elsewhers on Workshests A and B (e.g.. workers’

compensati on, untaxed portiorns of milroad reirement benefits, Black Lung Benefits, disability,

combat pay not reportad an the tax refurn, etc.)

Don’tinclude student aid, Workforce Investment Act edueational bene fits, non-tax filers®

£ combat pay, or benefits from flexible spending amangements. e.g. . cafeteria plans. §

LR

w (o (e (e

-

$ Momey received, o paid on your behalf (e.g.. bills). not reported el sewhere on this form 0K

£ —Enter in question 41. Enter im question 79. — §

Worksheet C
Report annual Amounts
Education credits (Hope and Lifetime Learning tax credits) from TRS Fonm 1040—line 50 ar
5 1 (40A—Tline 31 5
Child support you paid because of divorce or separation or as a result of a Tegal requirement.
5 Don’t include support for children in your (or your parents™ household, as reported in question &
&4 (or question 65 for your parents).
Taxable eamings from need-Pased employment programs, such as Federal Work-study and
5 need-based employment porti ons of fell owships and assistantships §
Student grant and scholarship aid reported to the TRS in your (or your parents’) adjusted gross
income, Inchudes AmeriCeorps benefits (awards, living allowances and interest accrual

For question & For question 80

5 paymentsy, as well as grant or scholarship porticons of fellowships and assistantships. §
$ —Enter in question 42 Enter in question 80.— %

Pa ge 8 For Help — 1-800-433-3243



Policy Proposal:
Deliver all aid through tax system

O Aid system hardest to navigate for those we want
most to help — ESL, first-generation college
students.

O For low-income families, aid forms more complex
than typical income tax return (1040A).

O Solution: Run a radically simplified aid process
through the tax system, using information
already collected by IRS.



Policy Proposal:
Tie loan payments to ability to pay, through IRS

O On average, going to college is a great deal. But
It IS a gamble.

O For some this “bet” does not pay off.

O Ir_]par? burden for such students may be extremely
igh.

O Solution: Run loan payments through the tax
system, capping payments at a certain % of
Income. Models: England, Australia, New
Zealand.



Conclusion

O College pays off
= College is a good bet

= There has never been a worse time to not be a college
graduate

= Distributionally, it makes sense for those who go to
college to share the costs as well the benefits
O But there are troubling signs

= Large racial and ethnic gaps in college going and
completion

= High debt burdens for some borrowers

O Proposed solutions
= Simplify and expand aid, especially for low-income youth
= Protect borrowers against excessive debt burden
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