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#1: Megatrends




#1 Megatrends as identified by Big 4 firm, PwC

There are five forces
shaping our lives and
our world. All provide
Opportunities and
Challenges to Higher
Education

1) Accelerating Urbanization

2) Climate Change and Resource Scarcity
3) Demographic Shifts

4) Shifts in global economic power

5) Technological Breakthroughs

These represent some our biggest
challenges and opportunities

Five forces shaping our lives and our world
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Question

How could these
Megatrends impact
higher education?



#2: Potential Megatrends impact on Higher Education

The Megatrends
Did you know?
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Question

What are trends seen in the
higher education industry
today that will impact the next
10 years?




#3: The Higher Education Industry is faced with
unprecedented external and internal forces consuming its

leadership and board’s agenda

+  State funding for colleges and
universities has been decreased

* Federal, state, and grant support
for research declining

*  Endowments took a hit during the
recession and recovery has been

slow
*  Declining subsidization by clinical
partners S
Higher
Education
* National and state pressure to Challeng es
improve performance/quality
metrics

* Increasing regulatory oversight—
rigor with which standards are
applied have tightened

*  Well-known academic institutions
are making headlines with respect
to their regulatory issues

Rising tuition levels have already
exacerbated student debt levels,
making it difficult to increase tuition
Administrative inefficiencies are the
norm creating a bloated cost
structure

Technology costs are increasing due
to required upgrade to aging systems
and introduction of novel teaching
methodologies that require
significant technology support

Demand is predicted to flatten or
decrease—number of high school
seniors has slowed

M&A activity is increasing as smaller
schools are vulnerable to closing
Assumption that an institution will
exist in perpetuity



#3: Higher Education landscape today

Of surveyed leadership named enrollment as their
biggest worry in 2016 and beyond

Plan to significantly change or expand
a student success initiative with
efforts in improving retention and
Academic success/outcomes

Said overall tech spending would
increase with specific focus in
Academic technology (lecture
capture, AV equipment, etc.)

Of college presidents, chancellors,
and provosts surveyed say that
controlling costs will be even more of
a priority than last year

Stated that a major renovation project will be
started or completed in 2016 with leaders also
anticipating building work orders to increase
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Access and Enrollment

«  PwC Megatrends predict US population growth will increase
demand for quality, differentiated Higher Education

»  Tuition, though a concern, anticipated to stay at the same rate
*  Retention and grad rates to increase moderately

+  Aidto stay the same

Student Success

« Increasing leadership priority from last year

+  Campuses are stepping up awareness of existing initiatives before
building new ones

*  Looking to invest in this

Technology
¢ Online learning to increase and become more robust
»  Cyber security continues to be concern

Finance

*  Admin inefficiencies and technology are top priorities

+  Spending: Health benefits and technology are the major focus on
spending in 2016

*  Funding sources: Tuition and advancement income anticipated to
increase

Facilities

*  Space, particularly for parking, is a rising concern

«  Leaders continue to think that their facilities and upkeep are less
than excellent

*  Security is a purchasing priority, with focus on trainings for staff
and students as well



#4: Mergers and closures are predicted to continue as small
and midsize colleges and universities are vulnerable to
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80 + Predicted — Closure rate likely to triple to 15
per year( by 2017)
60 Mergers:
e Current — Mergers averaged 2-3 per year
40 (2004-2014)
e Predicted — Mergers likely to double to 4-6 per
20 year (by 2017)
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#4: A Darwinian Environment

“The Bottom 25% of the every tier
of colleges will disappear or merge
in the next 10 to 15 years”

Clayton M. Christensen
Harvard Business School
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Question

Are closures and mergers an
issue for small

private colleges only?



#5: For Profits — Impact on public and non for profit sectors

Education Department Strips Authority of Largest For-Profit

More Than 35,000 Students Left Without Degrees Accreditor
After ITT Tech Announces Immedlate Campus CIosures

) §.58 /M, SEETEM s 1O SEPTEMBES D€
E U.S. Deparlent ol Educalion

That

Louren Comera

Student Loans Granls Laws

(1.8. Department of Education Announces Path for Debt Relief
ITT Tech Schools Announce More for Students at 91 Additional Corinthian Campuses
’ Than 100 Campus Closures

ZI"\{I-IJ“' I’Q housanas O stucents \\II’OJ JCllﬂ}( uFUJH’OU'ﬂNnO

debt MaryReth McDade reports from Torrance: for the KT AT News at 10 pmon
L ’J 6. Contact: Press Ofice, (202) 40 -1276, pressGed oty

YOU MAY L

T U S Deparumant of EOLCalDN 2NNDUNCAA L0CaY That SIUIENTS WAC WWe'e 0MauCed a1 ¢ Tormer Conntnlan Coledes It
(CONNhIINI CIMPUSES NAUDWAR have 3 (1201 ST 10 KCIN I0IGNMENSSS under evdente uncovered by the Lepatmen: whie
werking with mutpke Stats attorncys Xncral

17050 CAMOUSOS 10PrOSENT IR 1QOST Qroug OF DIOWE’S g DIR T0r 103N 1ENNT 0 1ar M the 07AONG INVESHIIBON INte
Cerinthan Inlofal ¢ Department has medce incings cf ‘reud againgt more than 10 ¢f Corinthian's former ¢campuscs

Siudents whc atienced Cennthan ScNCole dperdied unde s Lversst anc Wyc 1ech drands i more thar 20 tatae
Massxchuixcts Carorna, [linos, Texas, Ceorgia, Colorade, Nenngytvaria, Fonda, Yaskingicn, Vilgnic, Ohio, Y/oat Viiginia
ATAAATR Mizhigen, Mnnssola, hevaca, Masour, Indana, Wisconsin, Oregon. New York, Liah, Maryanc, New Jarsey, anc Wyomig - can
apply for debt relief through 3 form posted here The Depa el s teachig col o Bose s udents thogh posdal ved enail
pariner ofganizatons and otner Mmeans

Another for-prefit college has closed, leaving tens of thousands of students in the lurch,

US EharnSea=tay John B < b ossde e anmmncen el in Beskon wilt Npsacinse Is 81 o=y Gerenal Mans Hedey

Smass allaas s as leatssatal ls aeesie s fonimes addanss hal Asanibiaais s Fosissl leslitds samaiiass s | isssnsbiisama



P———

Question

Will the enforcement actions seen
be isolated to the for profit sector?



#6: Enrollment growth is predicted at close to, or below,

average.

Growth in Fall Enrollment at Degree-Granting Post-Secondary
Institutions, 1980-2024P
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NCES = National Center for Education Statistics. R = Recession year, as designated by
NBER business cycles
Source: NCES.ed.gov (March 2015), NBER, PwC analysis



#7: Universities face new costs as traditional revenue
sources decline

Trending — new costs in higher education

* Spending on technology and cybersecurity

. + Increased funds for recruiting, retention and student services
Trendlng » Risk management and compliance

* Auxiliary services and revenue

» Shared services

» Public/private partnerships

» Potential for mergers and acquisitions

* Performance-based state funding

* Proposed regulatory overhaul to overtime pay for workers earning <$50K

Fading — traditional revenue sources declining

+ State funding

* Net-tuition revenue guarantees

* Endowment income

* Grantincome

» Federal and state support for research

« Assumption that an institution will exist in perpetuity
» National pressure for performance

» Increasing demand to apply regulatory standards

* Declining subsidies from clinical enterprises

Source: (Finance Officers “Top of Mind” -- administrative inefficiencies, keeping up with technology, holding down
tuition) https://www.universitybusiness.com/article/outlook-finance-spending-saving-and-securing-funds



#7: Higher education institutions have faced reduced state
Junding since the recession

Federal and state revenue per FTE
student flowing to higher education
institutions, fiscal years 2000-12,
adjusted for inflation
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Includes funding flowing to public, nonprofit,
and for-profit higher education institutions and
their students, excluding loans and tax
expenditures

Source: Pew’s Analysis of data from Delta Cost
Project Database (May 2015)
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#8: Compliance is become more rigorous. Each year, 100+

schools receive sanctions

Number of schools with sanctions, by type of sanction, and

Fiscal Year, Oct 2009 — Mar 2014
Data for FY14 covers first half of year, Oct 2013-Mar 2014

2010

Number

2011 2012 2013

W Warnings

Source: GAO

of Schools with Sanctions

7 Show Causes [¥ Probations [ Terminations

Of sanctions issued in 2012, the GAO
found that accreditors most
commonly cited financial rather
than academic problems

Over a 4-1/2-year period,
accreditors—independent agencies
recognized by the Department of
Education —sanctioned about 8%
of schools for not meeting
accreditor standards

They terminated accreditation
for about 1% of accredited
schools......thereby ending the
schools’ access to federal student aid
funds



#8: Examples of Compliance tied to Program Participation
Agreement

Title VI of the Civil Rights Act of 1964, as amended, and the implementing regulations, 34 CFR Parts
100 and 101 (barring discrimination on the basis of race, color or national origin);

b. Title IX of the Education Amendments of 1972 and the implementing regulations, 34 CFR Part 106
(barring discrimination on the basis of sex);

c. The Family Educational Rights and Privacy Act of 1974 and the implementing regulations, 34 CFR
Part 99;

d. Section 504 of the Rehabilitation Act of 1973 and the implementing regulations, 34 CFR Part 104
(barring discrimination on the basis of physical handicap); and

e. The Age Discrimination Act of 1975 and the implementing regulations, 34 CFR Part 110.

f. The Standards for Safeguarding Customer Information, 16 C.F.R. Part 314, issued by the Federal
Trade Commission (FTC), as required by the Gramm-Leach-Bliley (GLB) Act, P.L. 106-102. These
Standards are intended to ensure the security and confidentiality of customer records and information.
The Secretary considers any breach to the security of student records and information as a
demonstration of a potential lack of administrative capability as stated in 34 C.F.R. 668.16(c).
Institutions are strongly encouraged to inform its students and the Department of any such breaches.
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Question

How are your institutions
managing compliance related to
federal and state regulations?
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#9: Institutional Intelligence

In 2012, the average age of a college
president was 61.

58% of college presidents are over
60. In 1986, only 13% were over 60.
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Question

How many members of senior
administration will be retiring
in the next 10 years? How
about in the financial aid office?



#10: Continued focus on Return on Investment

“Many see education — in the form of skills and knowledge
— as a form of capital, with a return on the investment in
the form of higher wages.

But most people think about return on investment (ROI) as
an individual issue. The individual student makes the
investment, takes a risk, and reaps the benefits through a
higher salary.”

-Daniela Kraiem, American University,
-National Association of Student Financial Aid Administrators Annual Conference 2016



#10: Return on Investment & Increasing Debt levels

Total outstanding education debt, number of borrowers, and
average debt, 2004-2014

Total Number | Average
Debt of Debt
(2014 Borrower (2014
Dollars) S Dollars)
200
i $435B 23M $19K
200
9 $798B 34M $23K
201
4 $1,157B 43M $27K

In the third quarter of 2014-15, 14%

of borrowers with outstanding

federal student loans were in
default. These borrowers held 9%
of total outstanding debt.

Notes: Federal Reserve Bank of New York estimates educat

with credit reports.
Source: The College Board: Trends in Student Aid 2015 (p28) — based on analysis from Federal Reserve Bank of New York
Consumer Credit Panel/Equifax, PwC analysis

[FTITTTEF] Federal Student Loan Default Rates After Two Calendar Years,
Borrowers Entering Repayment, 1995-96 to 2011-12
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NOTES: Default rates are based on defaults occurring within two calendar years of the date of
entering repayment and do not correspond exactly to official two-year cohort default rates,
which are based on defaults before the end of the fiscal year following the year in which the
borrower enters repayment. Based on sector in which students were enrolled at the time the
first federal student loan was issued. Does not include Perkins or Parent PLUS Loan balances.

SOURCE: U.S. Department of Treasury calculations based on sample data from the National
Student Loan Data System.



#10: Return on Investment - Questions from students

+ Why do I need to pay for al these

CourseS? THE BLOG 05/17/201403:14 pm ET | Updated Sep 06, 2017
3 1 Reasons Why You Shouldn't Go To College and
« What is the value of liberal arts @ 4Things To Do Instead
education? g I O PBS NEWSHOUR
- Why do I need to be on campus? Why I'm telling some of my students
Why can’t I just take a MOOC class? :i°t togo tocollege
=
3
* Why should I apply for admission? &

« Why should I go to college at all?
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Question

How are institutions addressing
the issue of “cost of opportunity/
return on investment?”



Summary

Higher Education continues to evolve and
change. As higher education professionals,
financial aid officers must continue to
evaluate the landscape and adjust their
process, procedures and counseling
techniques to better accommodate these
large scale changes.
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#1: Megatrends




#1 Megatrends as identified by Big 4 firm, PwC

There are five forces
shaping our lives and
our world. All provide
Opportunities and
Challenges to Higher
Education

1) Accelerating Urbanization

2) Climate Change and Resource Scarcity
3) Demographic Shifts

4) Shifts in global economic power

5) Technological Breakthroughs

These represent some our biggest
challenges and opportunities

Five forces shaping our lives and our world
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Question

How could these
Megatrends impact
higher education?



#2: Potential Megatrends impact on Higher Education

The Megatrends
Did you know?

econoiy
Expected in 203( v1ll d
increase in
global food
demand by

2030!

eme l’gil Years taken for telephone to
markets reach half of US households;
the ‘E7%2 the smartphone in under ten®

500, "y @ 1.5 million HE+HE

‘the world’s  “SETiReRe A
of thtlru_m k' AR people are added to the
popu ‘Iu;on e’ r global urban population The world’s 85 richest
growth between ‘§§§¢pé P
= T every week® o = OWN 2 h wesz
now and 2050 [ ) people own as much wealth

JO %k
In 2015 the size of the middle 0

class in Asia Pacific is expected ©f gfobal GDP is generate Around half of US jobs are
to overtake Europe and bg¥he 300 largest at risk of being computerised
North America combined? etropolitan areas® over the next two decades®




P————

Question

What are trends seen in the
higher education industry
today that will impact the next
10 years?




#3: The Higher Education Industry is faced with
unprecedented external and internal forces consuming its

leadership and board’s agenda

+  State funding for colleges and
universities has been decreased

* Federal, state, and grant support
for research declining

*  Endowments took a hit during the
recession and recovery has been

slow
*  Declining subsidization by clinical
partners S
Higher
Education
* National and state pressure to Challeng es
improve performance/quality
metrics

* Increasing regulatory oversight—
rigor with which standards are
applied have tightened

*  Well-known academic institutions
are making headlines with respect
to their regulatory issues

Rising tuition levels have already
exacerbated student debt levels,
making it difficult to increase tuition
Administrative inefficiencies are the
norm creating a bloated cost
structure

Technology costs are increasing due
to required upgrade to aging systems
and introduction of novel teaching
methodologies that require
significant technology support

Demand is predicted to flatten or
decrease—number of high school
seniors has slowed

M&A activity is increasing as smaller
schools are vulnerable to closing
Assumption that an institution will
exist in perpetuity



#3: Higher Education landscape today

Of surveyed leadership named enrollment as their
biggest worry in 2016 and beyond

Plan to significantly change or expand
a student success initiative with
efforts in improving retention and
Academic success/outcomes

Said overall tech spending would
increase with specific focus in
Academic technology (lecture
capture, AV equipment, etc.)

Of college presidents, chancellors,
and provosts surveyed say that
controlling costs will be even more of
a priority than last year

Stated that a major renovation project will be
started or completed in 2016 with leaders also
anticipating building work orders to increase
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Access and Enrollment

«  PwC Megatrends predict US population growth will increase
demand for quality, differentiated Higher Education

»  Tuition, though a concern, anticipated to stay at the same rate
*  Retention and grad rates to increase moderately

+  Aidto stay the same

Student Success

« Increasing leadership priority from last year

+  Campuses are stepping up awareness of existing initiatives before
building new ones

*  Looking to invest in this

Technology
¢ Online learning to increase and become more robust
»  Cyber security continues to be concern

Finance

*  Admin inefficiencies and technology are top priorities

+  Spending: Health benefits and technology are the major focus on
spending in 2016

*  Funding sources: Tuition and advancement income anticipated to
increase

Facilities

*  Space, particularly for parking, is a rising concern

«  Leaders continue to think that their facilities and upkeep are less
than excellent

*  Security is a purchasing priority, with focus on trainings for staff
and students as well



#4: Mergers and closures are predicted to continue as small
and midsize colleges and universities are vulnerable to
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140 closures through 2017: Based on National
Center for Education Statistics & Moody’s
120 Closures:
¢ Current — Closures among 4yr public and
100 private not-for-private colleges averaged 5 per
year (2004-2014)
80 + Predicted — Closure rate likely to triple to 15
per year( by 2017)
60 Mergers:
e Current — Mergers averaged 2-3 per year
40 (2004-2014)
e Predicted — Mergers likely to double to 4-6 per
20 year (by 2017)
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#4: A Darwinian Environment

“The Bottom 25% of the every tier
of colleges will disappear or merge
in the next 10 to 15 years”

Clayton M. Christensen
Harvard Business School
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Question

Are closures and mergers an
issue for small

private colleges only?



#5: For Profits — Impact on public and non for profit sectors

Education Department Strips Authority of Largest For-Profit

More Than 35,000 Students Left Without Degrees Accreditor
After ITT Tech Announces Immedlate Campus CIosures
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Question

Will the enforcement actions seen
be isolated to the for profit sector?



#6: Enrollment growth is predicted at close to, or below,

average.

Growth in Fall Enrollment at Degree-Granting Post-Secondary
Institutions, 1980-2024P
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NCES = National Center for Education Statistics. R = Recession year, as designated by
NBER business cycles
Source: NCES.ed.gov (March 2015), NBER, PwC analysis



#7: Universities face new costs as traditional revenue
sources decline

Trending — new costs in higher education

* Spending on technology and cybersecurity

. + Increased funds for recruiting, retention and student services
Trendlng » Risk management and compliance

* Auxiliary services and revenue

» Shared services

» Public/private partnerships

» Potential for mergers and acquisitions

* Performance-based state funding

* Proposed regulatory overhaul to overtime pay for workers earning <$50K

Fading — traditional revenue sources declining

+ State funding

* Net-tuition revenue guarantees

* Endowment income

* Grantincome

» Federal and state support for research

« Assumption that an institution will exist in perpetuity
» National pressure for performance

» Increasing demand to apply regulatory standards

* Declining subsidies from clinical enterprises

Source: (Finance Officers “Top of Mind” -- administrative inefficiencies, keeping up with technology, holding down
tuition) https://www.universitybusiness.com/article/outlook-finance-spending-saving-and-securing-funds



#7: Higher education institutions have faced reduced state
Junding since the recession

Federal and state revenue per FTE
student flowing to higher education
institutions, fiscal years 2000-12,
adjusted for inflation
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and for-profit higher education institutions and
their students, excluding loans and tax
expenditures

Source: Pew’s Analysis of data from Delta Cost
Project Database (May 2015)
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#8: Compliance is become more rigorous. Each year, 100+

schools receive sanctions

Number of schools with sanctions, by type of sanction, and

Fiscal Year, Oct 2009 — Mar 2014
Data for FY14 covers first half of year, Oct 2013-Mar 2014
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Number
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Source: GAO

of Schools with Sanctions
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Of sanctions issued in 2012, the GAO
found that accreditors most
commonly cited financial rather
than academic problems

Over a 4-1/2-year period,
accreditors—independent agencies
recognized by the Department of
Education —sanctioned about 8%
of schools for not meeting
accreditor standards

They terminated accreditation
for about 1% of accredited
schools......thereby ending the
schools’ access to federal student aid
funds



#8: Examples of Compliance tied to Program Participation
Agreement

Title VI of the Civil Rights Act of 1964, as amended, and the implementing regulations, 34 CFR Parts
100 and 101 (barring discrimination on the basis of race, color or national origin);

b. Title IX of the Education Amendments of 1972 and the implementing regulations, 34 CFR Part 106
(barring discrimination on the basis of sex);

c. The Family Educational Rights and Privacy Act of 1974 and the implementing regulations, 34 CFR
Part 99;

d. Section 504 of the Rehabilitation Act of 1973 and the implementing regulations, 34 CFR Part 104
(barring discrimination on the basis of physical handicap); and

e. The Age Discrimination Act of 1975 and the implementing regulations, 34 CFR Part 110.

f. The Standards for Safeguarding Customer Information, 16 C.F.R. Part 314, issued by the Federal
Trade Commission (FTC), as required by the Gramm-Leach-Bliley (GLB) Act, P.L. 106-102. These
Standards are intended to ensure the security and confidentiality of customer records and information.
The Secretary considers any breach to the security of student records and information as a
demonstration of a potential lack of administrative capability as stated in 34 C.F.R. 668.16(c).
Institutions are strongly encouraged to inform its students and the Department of any such breaches.
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Question

How are your institutions
managing compliance related to
federal and state regulations?



P———

#9: Institutional Intelligence

In 2012, the average age of a college
president was 61.

58% of college presidents are over
60. In 1986, only 13% were over 60.
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Question

How many members of senior
administration will be retiring
in the next 10 years? How
about in the financial aid office?



#10: Continued focus on Return on Investment

“Many see education — in the form of skills and knowledge
— as a form of capital, with a return on the investment in
the form of higher wages.

But most people think about return on investment (ROI) as
an individual issue. The individual student makes the
investment, takes a risk, and reaps the benefits through a
higher salary.”

-Daniela Kraiem, American University,
-National Association of Student Financial Aid Administrators Annual Conference 2016



#10: Return on Investment & Increasing Debt levels

Total outstanding education debt, number of borrowers, and
average debt, 2004-2014

Total Number | Average
Debt of Debt
(2014 Borrower (2014
Dollars) S Dollars)
200
i $435B 23M $19K
200
9 $798B 34M $23K
201
4 $1,157B 43M $27K

In the third quarter of 2014-15, 14%

of borrowers with outstanding

federal student loans were in
default. These borrowers held 9%
of total outstanding debt.

Notes: Federal Reserve Bank of New York estimates educat

with credit reports.
Source: The College Board: Trends in Student Aid 2015 (p28) — based on analysis from Federal Reserve Bank of New York
Consumer Credit Panel/Equifax, PwC analysis

[FTITTTEF] Federal Student Loan Default Rates After Two Calendar Years,
Borrowers Entering Repayment, 1995-96 to 2011-12

0%

Two-Year Default Rate

Private Nonprofit Four-Year

" —r—r—r—r—r—Tr—TrTrTr T
199596 199098 199900 2001-02  2003-04 200506 200008 200910 201112

NOTES: Default rates are based on defaults occurring within two calendar years of the date of
entering repayment and do not correspond exactly to official two-year cohort default rates,
which are based on defaults before the end of the fiscal year following the year in which the
borrower enters repayment. Based on sector in which students were enrolled at the time the
first federal student loan was issued. Does not include Perkins or Parent PLUS Loan balances.

SOURCE: U.S. Department of Treasury calculations based on sample data from the National
Student Loan Data System.



#10: Return on Investment - Questions from students

+ Why do I need to pay for al these

CourseS? THE BLOG 05/17/201403:14 pm ET | Updated Sep 06, 2017
3 1 Reasons Why You Shouldn't Go To College and
« What is the value of liberal arts @ 4Things To Do Instead
education? g I O PBS NEWSHOUR
- Why do I need to be on campus? Why I'm telling some of my students
Why can’t I just take a MOOC class? :i°t togo tocollege
=
3
* Why should I apply for admission? &

« Why should I go to college at all?
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Question

How are institutions addressing
the issue of “cost of opportunity/
return on investment?”



Summary

Higher Education continues to evolve and
change. As higher education professionals,
financial aid officers must continue to
evaluate the landscape and adjust their
process, procedures and counseling
techniques to better accommodate these
large scale changes.
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