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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 seven 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 second year review of goals,
performance, and outcomes as outlined in the plan.

The 16 Governor-appointed 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 on the next page.

The Arizona Commission for Postsecondary Education staff has identified efficient and
effective administration of the financial assistance programs under their management as
the primary strategy to achieve Goal 1. The second and third goals are supported
through policy analysis and research, as well as by collaborative action led by ACPE
task forces and participation in college access initiatives led by foundations,
government, or non-profit entities with similar missions.

The strategies of efficient and effective administration and leveraging resources through
collaboration and partnerships are born of necessity, as the agency received less than
$20,000 of state general funds for agency operations in 2005-2006. Program
administration fees, donations, and grants fund the operational budget of the agency.

This ACPE annual report is organized in three sections, each section describes the
activities and services related to each of the three goals. The conclusion summarizes
how the parts of this report relate to the plan and the future of the Commission.
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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 Financial Assistance Program (PFAP), (3) the addition in the 2006
legislative session of planning and administering the new Postsecondary Education
Grant (PEG) Program (4) management of grant repayment programs, (5) oversight of
the state student loan guarantor, and (6) management of the Arizona Family College
Savings Program. In addition, the reader will find a description of a statewide
collaborative effort led by the ACPE to seek additional sources of student financial
assistance through the work of the Student Financial Aid Task Force in the Goal 3
section of the report.

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 grant
that financially assists eligible students with substantial financial need, 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.

The U.S. Department of Education assigns allotments based on a state’s 1976
postsecondary education enrollment figures; each state, in turn, must match this
allotment through appropriated state funds. Eligible postsecondary institutions then
provide funds to match those appropriated by the state. Accredited public and private
institutions are encouraged to apply to be reviewed by the ACPE for eligibility to receive
these funds.

Federal guidelines require that the total LEAP award to a student may not be more than
$2,500 or less than $100 for each program year. If the student withdraws, is expelled,
or is reduced below half time status, the institution is to collect the award and return it to
the Commission.

A table follows on the next page titled Seven Year Summary of LEAP Awards. It
illustrates the changes in the state LEAP program over time.



Leveraging Educational Assistance Partnership (LEAP)

Seven Year Summary of LEAP Awards

FY1999-2006
LEAP Awards Distributed

Year Total Funds Number of Awards Average Award
Awarded Amount
1999-2000 $2,727,078 3,782 $721
2000-2001 $2,990,497 4,595 $651
2001-2002 $2,811,358 3,805 $739
2002-2003 $2,838,854 3,700 $767
2003-2004 $2,864,937 4,357 $658
2004-2005 $2,853,358 3,870 $737
2005-2006 $2,808,172 4,131 $679

The state of Arizona LEAP administration is decentralized; therefore, the Commission
delegates certain functions to participating institutions. The ACPE establishes 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.

Therefore, the changes in the size of the award and the number of grants given are
partially determined by each postsecondary institution according to their enroliment
plan. Decisions are made by each institution, within federal parameters, on how best to
use the money for both students and institutions. This decentralized system has been
successful for the 47 institutions participating each year.

Compliance with federal guidelines is critical to effective LEAP administration. Detailed
reports to the U.S. Department of Education are required. Furthermore, on-site LEAP
program compliance audits are performed every two years by ACPE staff. This cycle of
compliance audits started in the fall of 2006.

In 2005 — 2006, more than 4,100 Leveraging Educational Assistance Partnership
(LEAP) awards were provided to 47 postsecondary institutions totaling $2.8 million in
leveraged financial aid (state, federal, and institutional) to financially needy students.
Institutional distribution of LEAP awards in 2006 resulted in the following distribution
percentages: 33% to public universities, 50% to community colleges, 15% to proprietary
schools, and 2% to private colleges (as these categories are defined by the federal
government).

Improvements made in the program administration this year were guided by the
strategic plan and include updated software and enhanced security measures for
student data transmission. Over the last two years an information technology
consultant was contracted to improve and update the LEAP database to ensure
accuracy of reports and ensure secure data transmission and collection. The software
improvements are designed to create an efficient, automated process for generating
program reports, requiring less staff time while effectively managing the program. The
number and types of reports have been designed to serve both federal reporting
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requirements and LEAP management needs. Additionally, a new secure web site for
institutional transmission of student data to the ACPE was successfully implemented
and has been well received by the postsecondary institutions in the Program.

Annual performance measures collected through anonymous surveys from institutional
financial aid administrators have consistently indicated 94% or greater satisfaction with
administration of this program by the ACPE. In order to collect additional data on
student financial need an informal survey was carried out in 2005. This survey received
a 67% return rate of the 47 institutions participating in the LEAP grant, meaning 32
responded. The Financial Aid Directors responding identified an additional 27,744
students who qualified for the LEAP funds, but funding limitations provided awards or
grants for only the aforementioned 4,131 students in 2006. 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 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-income students’ college-going expectations and enroliment.

1.2 Private Postsecondary Education Student Financial Assistance (PFAP)

The Arizona Private Postsecondary Education Student Financial Assistance (PFAP)
program was initiated in the spring of 1996. This program was designed to encourage
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 $1,500 per fiscal year to eligible Arizona
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 $3,000.

The PFAP program funding was significantly reduced in 2003 from $318,000 to
$170,500, resulting in fewer students receiving the grant. In response to the limited
funding, a pilot program was instituted in 2004 - 2005. This pilot program limited the
maximum grant to $1,000 and required that the student re-apply for a second year
grant. These changes were being tested in order to make grants available to more
students to meet the original intent of the PFAP program. This pilot program was
deemed ineffective by the staff and the Commissioners repealed the pilot program in
2006, and staff was instructed to revert back to the original procedures as developed.

In the 2006 legislative session, the level of PFAP funding was raised, again, to
$400,000. The Commission advertised the PFAP program to all of the 32 eligible private
institutions and community colleges. The ACPE welcomes these new funds and has



instituted an aggressive marketing effort to promote the program with both community
college students and private postsecondary students.

More than 1,200 students have benefited from the PFAP program since the program
inception. Of these grantees 35% were minority students. In 2005, the percentage of
students from whom repayment was sought was just under 10%, with an additional 4%
of PFAP grantees yet to be documented as either completers or entered into the
repayment program. The program repayment statistics are not yet available for 2006.
The program completion rate is based upon the graduation status of students who have
passed the three year limitation for graduation. The students from whom repayment is
sought received the grant, but did not complete a bachelor's degree within the allowed
three years.

Annual performance measures collected through anonymous surveys from
postsecondary institution administrators of the PFAP program in 2005 - 2006 indicated
94% or greater satisfaction with administration of this program by the ACPE.

The PFAP grant and the new PEG Program are similar in many respects and a single,
automated application process would benefit students in their search for financial
assistance. This single and fully automated application and funding processes are
goals of the ACPE staff. A request has been made for funds to develop these
automated processes for the benefit of students in the PEG Program Decision Package.

1.3 Postsecondary Education Grant (PEG) Program

On September 21, 2006, HB 2873 titled “Higher Education; Budget Reconciliation”
became law. Within that bill the Postsecondary Education Grant (PEG) Program was
established. The Arizona Commission for Postsecondary was named the administrator
of the PEG program. The PEG program allows for $4.8 M in grant monies to establish a
grant (forgivable loan). PEG is awarded to students that are attending private
postsecondary baccalaureate degree granting institutions in Arizona. This loan
forgiveness program awards a student up to $2,000 annually for up to four years to be
used for tuition, books and fees.

The ACPE anticipates 5,000-6000 applicants each year with 3,000 of these applicants
being awarded grants. These awardees will be attending one of the 30 qualifying
colleges or universities within the state of Arizona eligible for the 2006-2007 academic
year.

It is important to note that the repayment processes and interface with students and or
repayment contractors are challenging aspects of this Program. By statute, if the
student does not graduate within 5 years of the date of the first award, the student must
repay all funds awarded. This requires oversight responsibilities for as long as 20 years
for some awardees. After the initial 5 year period, it is projected that with an estimated
80% graduation rate, 600 students annually would go into a repayment program that
would extend over 10-15 years. It is estimated that 3,000 student loan records and
repayment plans will need to be managed in the first five years of the repayment
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operation. At the fifth year anniversary, an estimated 600 students will go into loan
repayment. The number of repayment plans is estimated to grow to more than 6,000 in
ten years and then level off as students fulfill their obligation.

In the summer and fall of 2006 the Commission held three stakeholder meetings with
the 30 qualifying institutions, three meetings with legislative staff and legislators, two
meetings with OSPB, and countless interviews with other state granting agencies, all
seeking input and direction on the administration of the grant and the criteria outlined in
the statute. It became apparent that the administration of the PEG Program was
challenging in several ways. First, both the nature of the student criteria for eligibility
and the legal requirements related to a student forgivable loan will require extensive
discovery and documentation processes for administration of the PEG Program.
Second, the Commission does not have in place an Information Technology (IT) system
or the personnel adequate to administer a grant of this size that would rely on manual
processes. And third, in order to meet these challenges additional resources would be
necessary to develop a fully automated, secure, web-based system for grant
administration.

At the request of the Executive Director, two of the PEG Program stakeholder
institutions, DeVry University and Collins College, have generously loaned ACPE their
own IT executives to help the Commission develop a technology plan. After an intense
discovery process and months of consultation with the loaned executives, a three-
phased technology plan for implementation of the PEG Program is recommended by
the ACPE. Phase one (FY2007) would rely upon a prototype database system written
in ACCESS supplemented by a secure, web-based student application and promissory
note on-line; this initial disbursement of grants to students will need to be augmented
with manual processes. In phase two a secured web-based system with a fully
automated functionality will be purchased, modified, and refined over the next two years
of the Program (FY2008 and 2009). This system will build upon the downloaded
database systems of the 2007 student/institutional records. This system would be fully
integrated with the other existing state student financial assistance programs — LEAP
and PFAP. This integration would provide a single application form and uniform
technology accesses and processes for students and higher education institutions.
Phase three would be planned and implemented in the FY 2010 and FY 2011 in order
to meet the requirements of a loan repayment program.

The phase one ACCESS database system for each of the 30 institutions is currently
being written and overseen by the loaned IT Executives. At the same time, the
Commission is working with purchasing officers from the State Procurement Office to
secure the services of a firm experienced in developing on-line student applications and
promissory notes that can be modified to meet the needs of the State of Arizona. If this
can be accomplished by the February 1 target date, it can also interface with the
ACCESS database and PEG funds can be distributed to students by late February.

The Commission is making every effort to ensure the full $4.8 million will be available
and processes in place to make the PEG Program funds available to students for the
FY 06-07 academic year. A challenge to meeting this goal has been that administrative
funds were not available to the Commission until November of 2006. Since that time,
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the Commission has hired a Student Financial Aid Director and an Assistant, developed
student eligibility criteria for the institutions to certify, is working with the procurement
and PIJ processes necessary to get the application and promissory notes online to
allow distribution of funds. A web-based application and promissory note for the
forgivable loan is deemed necessary to provide access to rural, disabled, and on-line
students. At the time of this report, challenges are yet to be met to make this grant
accessible to the students attending the 30 baccalaureate degree granting institutions in
late February of 2007.

As soon as the timeline is confirmed, the Commission is developing a marketing plan
focusing on the students at eligible institutions for this year (year one). In future years
the Commission will target the high schools and seniors as they plan their
postsecondary goals.

1.4 Student Financial Assistance Repayment Programs

The Commission administers repayment programs for the Private Postsecondary
Education Student Financial Assistance Program (PFAP), the Paul Douglas Teacher
Scholarship (PDTS), and the Arizona Teacher Incentive Program (ATIP). The ACPE
provides all former financial assistance program participants three opportunities to
comply with the repayment demands placed on them by federal or state guidelines. The
Office of the Attorney General is used for collections only when normal investigative
means to locate the former student are unsuccessful or when grantees have been
contacted three times and refuse to enter the repayment program. A brief summary of
each of the repayment programs administered by the ACPE follows.

There have been 1,227 students awarded the PFAP grant. Of those, 858 recipients
have fulfilled their obligation by receiving their bachelor's degree in the three year
allotted time frame. The remaining award recipients are either presently enrolled in the
repayment program or will be placed in the repayment program once located and their
status is determined.

Since the program’s inception, there have been 90 former recipients requiring
repayment. Of those, 18 are actively making payments to the Commission. Eleven
grant recipients have been referred to the Office of the Attorney General and are
pending payment. Forty-seven grantees have completed their obligation by either
making payment directly to the Commission or through the Office of the Attorney
General; 12 have been deemed uncollectible by the Attorney General's office, 1 loan
has been forgiven due to medical reasons, and 1 has been abated because the former
student is deceased.

Of the 245 former PDTS recipients, 9 are currently in repayment, 2 are in deferment,
and 2 are making payments through the Office of the Attorney General. All others have
completed their obligation by fulfilling the teaching requirements of the program, or by
repaying their loan in full. All 101 former ATIP recipients completed their obligation by
fulfilling the teaching requirements of the program, or by repaying their loan in full with
the Commission or Attorney General’s office.



All funds recouped for the PDTS program are forwarded to the U.S. Department of
Education in June of each year, and any monies received for the ATIP program are
deposited into the State general fund. PFAP repayment funds received are put back
into the PFAP grant fund. Any funds recouped by the Office of the Attorney General are
returned to the Commission and disbursed as outlined above, less their 35% recovery
fee.

1.5 Arizona Oversight of State Student Loan Guarantor

Through the U.S. Department of Education financial institutions are named and then
approved by the Governor to be designated as the state student loan guarantor. In
2004, USA Funds was re-designated to serve as the Arizona State Student Loan
Guarantor. The Arizona Commission for Postsecondary Education is named through
statute to provide oversight of the designated entity.

As the Arizona State Guarantor for student loans, USA Funds guaranteed $895 million
in new educational loans to more than 101,000 Arizona borrowers — including Federal
Stafford loans for 93,455 students and Federal PLUS loans for 7,623 parents and
students for the 2006-2007 academic year. Due to the increasing costs of
postsecondary education, loans are becoming a significant source of funding to which
students and families turn for higher education costs.

USA Funds has chosen to be a partner with the State of Arizona in increasing the
college going rates. USA Funds serves as one of several sponsors for College Goal
Sunday, supported the Developing Arizona’s Human Capital Conference, and funded
the Investing in Arizona’s Future research study.

In addition, USA Funds awarded $501,000 in scholarships to 334 Arizona residents
under USA Funds Arizona Silver Anniversary Scholarships™ for the 2006-2007
academic year. An additional $244,500 in renewable scholarships were awarded to 167
Arizona students who previously had received scholarship awards through USA Funds’
national scholarship program. These scholarships assist students in financial need —
particularly those who are either members of ethnic-minority groups or are physically
disabled — as they finance their higher education.

1.6 Arizona Family College Savings Program (AFCSP)

The Arizona Commission for Postsecondary Education administers the Arizona Family
College Savings Program (AFCSP). The AFCSP was established as Arizona’s qualified
tuition program under section 529 of the Internal Revenue Code (also referred to as a
QTP or Qualified Tuition Program) in 1997 and began accepting accounts in 1999. In
2004, State legislation established the Family College Savings Program Trust Fund as a
public instrumentality of the State of Arizona, of which the Arizona Commission for
Postsecondary Education acts as its sole trustee. At all times the AFCSP accounts are
held in trust for its participants and beneficiaries.
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A state-sponsored 529 plan is a tax-advantaged program intended to help individuals
and families pay the cost of higher education. The AFCSP is designed to encourage
savings for qualified higher education expenses by enabling account owners to invest
free of federal and Arizona State income taxes. Qualified expenses include tuition,
supplies, equipment, books, room, and board at any accredited public or private
college/university, community college, proprietary or vocational/career/technical
postsecondary educational institution in the United States as well as eligible foreign
institutions.

In August 2006, President Bush signed the Pension Protection Act into law. Among its
many provisions, this sweeping legislation made permanent the 529 plan provisions of
the 2001 tax act which were scheduled to expire in 2010. These provisions allow
federal income tax-free withdrawals from 529 College Savings Plans for qualified higher
education expenses.

The AFCSP was established as a multiple provider program, ensuring a variety of
investment choices in order to appeal to the diverse investment needs of families saving
for college. An Oversight Committee, as defined by state statutes, is comprised of 10
members with financial, tax and legal expertise, and is responsible for review of the
program rules, statute language revisions, and selection and oversight of financial
providers for the AFCSP. The Oversight Committee makes recommendations to the
Arizona Commission for Postsecondary Education, the AFCSP Trustee, for final
approval of plan oversight decisions. A current roster of the AFCSP Oversight
Committee follows.

Oversight Committee
Arizona Family College Savings Program

Dale Walters, Chair Hope Leibsohn

Public Member
CEO, Keats Connelly

Roger Curley
Attorney with State Bar Cert. in Estates & Trusts
Attorney at Law, Curley & Allison LLP

Gary R. Dokes
Public Member
Chief Investment Officer, AZ Retirement System

Dr. Roy Flores

Individual Employed by a CC or Univ. System with
Asset Management & Financial Related Experience
Chancellor, Pima Community College District

John Garcia
Certified Public Accountant
CPA, Henkel of America, Inc.

Public Member
Attorney at Law, Lewis & Roca, LLP

Laura Palmer Noone

State Board for Private Postsecondary
Education

President Emeritus, University of Phoenix

Mark P. Stein
Certified Financial Planner
CFP, AeGIS Financial Group

E. Blaine Vance
State Treasurer or Designee
Chief Deputy Treasurer

James Van Houten

Individual with investment, asset
management & financial related expertise
Owner, Stonegate Financial Group, LLC
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Two financial institutions were selected as depositories and managers of the AFCSP in
1999. By 2003, a total of four financial institutions had been approved by the ACPE as
AFCSP’s providers — College Savings Bank, Securities Management and Research
(SM&R), Pacific Life and Waddell & Reed. Fidelity Investments joined the Program as
the fifth AFCSP provider in June 2005.

In the beginning of 2006, the AFCSP Oversight Committee initiated a rigorous provider
review process which culminated in the recommendation to the ACPE of the non-
renewal of two provider management contracts; the renewal of College Savings Bank’s
contract for one year; and the pursuit of an individual contract with Waddell & Reed
which at the time was being subcontracted through SM&R. Note that Fidelity’s contract
did not come up for renewal in 2006.

The two non-renewed providers, Pacific Life and Securities Management & Research,
entered into an agreement with the ACPE to continue servicing the existing AFCSP
accounts for a one year period to allow for a smooth transition of accounts to another
AFCSP provider or 529 plan.

The restructuring of the AFCSP was completed in November, 2006. As a result, the
AFCSP currently offers an array of investment choices to meet the participants’ specific
investment styles and risk tolerance through two distinct direct-sold providers and an
adviser-sold provider. The investment options are listed below.

e College Savings Bank offers direct-sold Certificates of Deposit indexed to
college costs

e Fidelity Investments offers direct-sold age-based asset allocation mutual fund
portfolios, static mutual fund portfolios, as well as individual portfolios

e Waddell & Reed Financial Services offers advisor-sold age-based asset
allocation mutual fund portfolio options. Individual portfolios will be offered
beginning in 2007

Since its inception 1999, the AFCSP has experienced significant growth, driven by both
Arizona residents as well as non-residents who recognize the importance of preparing
financially for the rapidly increasing cost of tuition and the quality of the plan. Assets
under management in the AFCSP reached $365 million, a growth rate of 15% from the
end of the 2005 fiscal year, and over fifty two thousand accounts have been opened
since the Program’s inception. The Arizona Family College Savings Program’s Annual
Report is available to the public on the ACPE’s website at www.azhighered.gov.

The costs to oversee the AFCSP are collected from an initial fee of $13.00 charged
one-time to each new account opened.

The restructuring of the AFCSP along with other significant plan enhancements and
initiatives described below, were designed to strengthen the program for the benefit of
investors. The recent changes and initiatives, guided by the ACPE strategic plan for the
Arizona Family College Savings Program, are focused on achieving three goals. These
goals are (1) to ensure AFCSP providers offer quality and competitive savings options

12



to families, (2) to encourage existing providers to reduce fees charged to investors, (3)
to update investors about investment options and program enhancements in order to
make informed decisions based on their investment goals.

First, in November 2006, Fidelity Investments announced several enhancements to the
Fidelity Arizona College Savings Plan which included greater investment choice.
College savings investors participating in the AFCSP through Fidelity Investments now
have access to the new index Age-Based, Static and Individual Fund Portfolios, as well
as an array of popular Actively Managed Age-Based and Static Portfolios. The plan’s
new index portfolios are among the lowest cost in the 529 industry, capped at 50 basis
points.

In addition, Waddell & Reed publicly announced the launch of a new class of shares
giving financial advisers access to a range of choices more adaptable to individual
needs as they work with their clients. The new E Share class will be available on 22
mutual funds within the Ivy Funds family in the first quarter of 2007, further
complementing the current age-based portfolios within the Waddell & Reed plan.

Second, fees charged to investors have been reduced and in some cases eliminated. In
order to position the AFCSP as one of the more cost-effective advisor-sold 529 plans in
the country, Waddell & Reed implemented fee reductions in the beginning of 2006
across all its age-based portfolios and converted all mutual funds Class B and Class C
shares to the lower-cost Class A shares at no cost to the investor. In addition to
Waddell & Reed’s fee structure changes, Fidelity Investments eliminated the low-
balance annual fee applicable only to non-Arizona residents and reduced the initial
investment minimums as well as the monthly contribution amount minimums for those
accounts with automatic investment plans.

Third, In November 2006, AFCSP providers began implementing an aggressive
marketing plan to promote the revamped AFCSP and to encourage more Arizona
families to save for future higher education expenses. The promotional campaign,
which includes direct mailings to the target audience, press releases at a national and
local level, and special events, will extend to the 2007 calendar year. In addition, a
marketing and public relations fund financed by the providers was used by the ACPE to
increase local awareness of the features and benefits of the AFCSP as well as the
importance of saving for college. Tieken:Moret Design and Marketing was
commissioned by the ACPE to provide for additional AFCSP media coverage and to
develop and distribute financial literacy pieces through local schools, the Arizona PTA,
state agencies and the ACPE’s website.

Finally, the revision of article 5 of the Arizona Administration Code — Arizona Family
College Savings Program, is in progress to reflect the changes made to the AFCSP this
year.

The AFSCP Oversight Committee and the ACPE continue to identify improvements and
mount initiatives that will lead to the AFSCP mission of assisting Arizona families to
financially prepare for postsecondary education by providing quality college savings
choices.
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Goal 2: Implement strategies to help students and families plan, enroll, and
succeed in postsecondary education

The Arizona Commission for Postsecondary Education endeavors to expand access
and success in postsecondary education for Arizona families. Providing information for
college decision-making, initiating programs to assist students and families access
student financial assistance, and supporting efforts to increase college-going rates are
strategies used to assist Arizona families, adults, and K-12 students. Almost every
parent holds the dream of college attendance for their child, and many adults seek
higher education for personal/professional development.

The ACPE enters into programs and partnerships to assist parents and students as they
plan for their dream. It is realistic planning with appropriate and accurate information
that will assure the child is academically ready, the family financially prepared, and that
student and family expectations are in line with the realities of postsecondary education.
Adult and returning students are also an important part of ACPE program planning.

2.1  Arizona College and Career Guide (ACCG)

The Arizona College & Career Guide (ACCG) lists all Arizona public and private
postsecondary institutions including proprietary, vocational, and career schools. Each
school listing includes course offerings, length of study, costs to attend, and financial aid
programs available. This document is the single source of this information for the state
and is widely used by K-12 counselors, high school students, higher education
institutions, and the information seeking public. The ACPE has compiled and
disseminated the publication since 1975.

This year 15,000 copies of the ACCG were printed and 13,250 were distributed free of
charge to public schools, libraries, state agencies, prisons, and higher education
institutions.  In addition, the ACCG is available online at the ACPE web site at
http://accg.azhighered.gov. Publication and distribution costs of the ACCG
($18,360.59) are financed through paid advertising in the publication and per individual
book fees ($5 each or $3 each for ten copies or more).

The publication is a favorite of high school and career counselors. In addition, GEAR-
UP requested that 2,400 copies of the ACCG 2006-2007 publication be distributed this
year to high school seniors. Furthermore, the ACPE has used the College and Career
Guide as a promotional tool to increase attendance at College Goal Sunday where
families get help completing the Free Application for Federal Student Aid (FAFSA) form,
to encourage parents learn how to financially prepare for college expenses by
downloading the College Savings Planner, and to provide information to counselors
about the ACPE'’s free college-going literacy materials available for K-12 students.
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2.2 Arizona Commission for Postsecondary Education (ACPE) Website

In 2006, the ACPE website was continually updated and improved to provide Arizona
families with ever-changing information on student financial assistance, postsecondary
education choices, and career exploration. As mentioned earlier in this report, the
ACPE was assigned as administrator of the Postsecondary Education Grant (PEG)
program and the website was revised to reflect that and give educators and students
eligibility requirements for the grant. The website is laden with important information
about student financial aid. A measure of the success of our web site is the increase in
visits from 96,820 over a 12-month period in 2005 to 104,332 over the same time frame
in 2006. The ACPE web site can be viewed at www.azhighered.gov and is the portal to
the ACCG Guide, Arizona 529 Plan, AMEPAC reports and College Goal Sunday

2.3 College Goal Sunday (CGS)

The Arizona Commission for Postsecondary Education hosts an important statewide
annual event titled College Goal Sunday (CGS). College Goal Sunday has been
organized for the past ten years by the ACPE. The 11™ annual event is being planned
and will be held on February 11, 2007, at 30 sites throughout the state.

The goal is to provide assistance to high school seniors (or adults entering
postsecondary education) and their families in completing the Free Application for
Federal Student Aid (FAFSA) form. The overall purpose is to help students and
families, especially first generation college applicants, understand the value of applying
for student financial aid, take the important first step of completing the FAFSA, and
ultimately access postsecondary education.

The event is offered in partnership with the Arizona Association of Student Financial Aid
Administrators (AASFAA). In 2006, College Goal Sunday was held in 29 Arizona
communities on February 12™. On this Sunday afternoon, more than 342 volunteer
financial aid professionals from Arizona’s colleges/universities, as well as high school
counselors, mobilized to assist high school seniors and their families in completing the
FAFSA form and learn about the financial aid process. In 2006, three thousand two
hundred and eighty-seven students and parents attended. Since 1997, almost 27,000
students and their families have been helped by this event.

This event successfully achieves its purpose. The 2006 College Goal Sunday survey
reported that for 31% of the students attending neither parent attended any college; an
additional 21% indicated a parent had attended some college but neither parent had
attained a 2- or 4-year degree. Therefore, the total percentage of first-generation
students attending in 2006 was 52%.

Because a high percentage of low-income and minority families are first-generation
college-goers, the ACPE was pleased to find that 52% of the participants reported
having an annual income of $40,000 or less. Furthermore, the 2006 event survey also
indicated a 30% Hispanic, 7% Native American, and 6% African-American
participation rate.
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Another plus in 2006 was that 58% of the CGS sites offered FAFSA on the web.
Computer labs were opened to help families complete their FAFSA on-line. In 2007,
90% of the College Goal Sunday sites will offer FAFSA on the web. Additionally, most
sites offer Spanish or Navajo interpreters.

As the host of this event, the ACPE seeks grants to fund the activities and provides the
leadership to implement the event. Grants were secured for the 2006 and 2007 events
from Waddell & Reed, USA Funds, and Lumina Foundation. Additionally, College
Savings Bank is a sponsor of television advertisements for the 2007 event.

A new strategy being employed for College Goal Sunday in 2007 is the addition of
“‘College Goal Sunday, Saturday Edition.” One of our sites, Estrella Mountain
Community College, will host the event on Saturday, February 10" from 2-4 p.m. In this
way, the ACPE hopes to serve families in the Greater Phoenix Metropolitan area that
cannot attend the event on Sunday.

2.4 “Count Down to College” Sunday Insert

In 2006, a 16-page Sunday insert, entitled “Countdown to College” was published in the
Arizona Republic and Tucson Daily Star and distributed to approximately 800,000
households the Sunday before College Goal Sunday. USA Funds underwrote the basic
publication cost of this insert and additional pages were paid for with purchased
advertising by higher education stakeholders through the newspaper sales staff and
letters of introduction from the ACPE.

This postsecondary literacy document for families included articles with information
about what to do “after the FAFSA (Free Application for Federal Student Aid form)” is
completed, college essay writing tips, a college planning calendar, as well as promotion
of the College Goal Sunday statewide event.

The Countdown to College insert is an example of a collaborative effort between the
ACPE, the state guarantor of student loans, and postsecondary institutions that support
the effort through advertisements. This publication is scheduled again in 2007 and will
be distributed as a special insert in Phoenix, Tucson, and outlying areas to nearly
800,000 households on February 4, 2007. The success of this publication is measured
at each College Goal Sunday event by observing the large number of participants who
attend with the document in hand.

2.5 Think College Publications

The Arizona Commission for Postsecondary Education is dedicated to strengthening the
commitment of children and youth to obtain a higher education. Toward this end, a
general education awareness and information campaign for students and their parents
titted Think College was developed to emphasize the importance of staying in school,
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raising expectations, and creating a positive attitude among students and their parents
about postsecondary education possibilities.

In the past, Think College was comprised of three publications and were sponsored by
two financial partners as follows: (1) USA Funds sponsors Measuring Your Child’s
Progress: Preparing Your Child for Higher Education for middle school through high
school parents and (2) Ed Funds sponsors Carlton Q. Cat: Cool Cats Stay in School for
third and fourth grade students and The Future 5: The Power of Your Mind for seventh
and eight grade students. Thanks to the generosity of these partners, these
publications were provided to the schools free of charge.

In 2006, a thorough review of these publications, their value to students and families
and the time and expense of distribution was evaluated. The printing and distribution of
Carlton Q Cat and The Future Five have been discontinued. Conversely, the
Commission and USA funds are currently revising Measuring Your Child’s Progress to
continue to appeal to the ever-changing teen community and to update the material
within to include more web-sites on financial aid and college-going requirements.

In keeping with the Commission’s goal to help students and families plan, enroll, and
succeed in postsecondary education, the Commission staff has undertaken a new
project. Currently, staff is modifying Rapid Guide’s Financial Aid publication to include
Arizona specific information. This Guide includes step-by-step instructions for applying
for financial aid (both public and private), scholarships, grants, loans and saving for
college. The Commission plans to distribute this guide to High School juniors
throughout the state in spring of 2007.

Two other opportunities to increase access to college going information have been
discovered and are being explored. First, the Commission partnered with College
Times to create a publication by high school students for high school students. The
publication was distributed to approximately 180,000 students at 200 high schools
across Maricopa County in late August and early September. It included articles on
College Goal Sunday, 10 easy steps to get money for college, obtaining financial aid for
college, how to choose a college, the seven easy steps for applying to college, college
loans—an investment in the future, what to take to college, where to live in college, and
getting a jump start in the ninth grade.

And second, the ACPE provided a fourth year of editorial direction for the Phoenix
Magazine August edition to include a higher education section. This opportunity
provides information to families across the state to learn more about the higher
education options within Arizona. Phoenix Magazine has 385,500 readers.

2.6 The STAY in School Initiative

The public interest engendered through AMEPAC’s papers related to high school
dropouts in Arizona led the Arizona Commission for Postsecondary Education to
develop the STAY in School Initiative in 2002. A pilot project was initiated in 2004 with
Sunnyside Unified School District. The goal of this pilot project was to develop a
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successful model from which others might learn and to equip community leaders to
address the dropout issue in ways that are consistent with the values and realities of
their school district, town, or region. This initiative has been owned by the community,
has been connected to other resources, and it continues to thrive and serve as a
laboratory for learning for the state.

In late 2004, the ACPE connected the Learning Community Coalition with the
Leadership for Learning Academy effort already underway at the Sunnyside School
District. Member organizations of the national Learning Communities Coalition include
Communities in Schools, USA Funds, Scholarship America, Sallie Mae, U.S. Dream
Academy, America’s Promise: The Alliance for Youth, Merimar Productions, National
Association for College Admission Counseling (NACAC), Paws Incorporated, and the
National Mentoring Partnership

In 2005, Sunnyside Unified School District was selected as one of six pilot Learning
Communities in the nation along with Benning Heights/Benning Terrace neighborhood
of Washington, D.C.; the George Washington Community School area of Indianapolis,
Indiana; the Washington Shores area of Orlando, Florida; Okolona, Mississippi; and the
Wind River Indian Reservation in Wyoming. Sunnyside School District received a total
of $603,900 to be used to support the pilot project over a three-year time frame
beginning in 2006.

What was the Stay in School pilot project is now the Learning Communities Coalition
and it is now funded by private sector sources The STAY in School Leadership for
Learning Academy served as the foundation for the community development
infrastructure that brought the Learning Communities Coalition grant to SUHD. In
September of 2005, they renamed their leadership group the Learning Community
Leaders. A community marketing campaign was developed and a kick-off event was
held on November 5, 2005 to announce the new Coalition. The Coalition's mission is to
bring about positive change in the community culture to support learning, and to
increase the number of students who continue their education and graduate from
college. Additional members of business and community-based organizations continue
to join the group and work toward their common goals.

In addition to its continued interest in the Sunnyside USD pilot project and its
opportunity for other communities learning, the ACPE will continue to participate in
collaborations to increase graduation rates in Arizona including the Arizona Department
of Education and the Center for the Future of Arizona as they provide leadership in
dropout prevention.

2.7 Pathways to Education Awards/Developing Arizona’s Human Capital
Conference

The Developing Arizona’s Human Capital: The Challenge Facing Postsecondary
Education Conference was a two-day event held on April 20 -21, 2006. USA Funds
helped the Commission sponsor the event. Other sponsors included University of
Phoenix, Maricopa Community College District, Southwest Student Services
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Corporation, Helios Education Foundation, Southwest Gas, Arizona State University,
KAET Channel Eight, Greater Phoenix Leadership, The Business Journal and SRP.
The purpose of this conference was to draw together policy makers to examine data
and consider policy implications of capacity, access, student financial assistance,
outreach, and preparation for postsecondary education as it relates to developing
Arizona’s human capital.

David Brooks, New York Times columnist and political analyst for The Newshour, was
the keynote speaker for the conference. His speech was based on his recent articles
about Developing Human Capital and was centered around Arizona statistics and
educational issues. Reactors to the keynote address included Laura Palmer Noone,
President, University of Phoenix; Robert Robb, Columnist, The Arizona Republic; and
Gary Trujillo, President and CEO of Southwest Harvard Group. Additionally, KAET
Horizon’s interview with David Brooks about developing human capital can be viewed
on the Commission’s website: www.azhighered.gov.

In addition to David Brooks’ keynote on the first day of the conference, there were six
breakout session: 1) Completing the Picture: Rural and Tribal Colleges, 2) Enlarging
the Picture: Taking College Access Programs to Scale, 3) Developing Human Capital
through Business/Education Partnerships, 4) Focusing on the Transitions: High School
through Postsecondary Education, 5) Processing the Cost of higher Education: The
Burden on Families, and 6) Completing the Picture: Minority Student Participation. At
the end of the first day of the Conference AMEPAC rolled out its most recent policy
analysis report: “The Road to Higher Education: Closing the Participation Gaps for
Arizona Minority Students.”

The second day of the conference started with a legislative breakfast where the chairs
of the education committees and the Senate President Pro Tempore presented their
views of higher education in Arizona. Also at this breakfast the legislators presented the
Pathways to Postsecondary Education awards. These awards are designed to
recognize efforts by business, community, postsecondary education, and K-12 schools
to support students through the K-12 system and into postsecondary education. After
the awards were presented, we heard comments from the authors of “The Value of
Higher Education to the Individual and Society,” and participated in a business leaders
panel to focus higher education to meet workforce needs. Dr. Lattie Coor, CEO of the
Center for the Future of Arizona and ASU President Emeritus, presented his views on
the challenges facing higher education over the next two decades. The conference was
wrapped up by Jim Zaharis, VP of Education for Greater Phoenix Leadership, with his
comments on the next steps for the P-20 Council

The conference was a great success with approximately 150 individuals participating.

2.8 Transition into Postsecondary Education: The College Summit Pilot Project

A request from the Executive Director of the ACPE to the state loan guarantor, USA
Fund, to assist in raising the Arizona college-going rate resulted in an investigation of
existing college transition and support programs. College Summit stood alone in
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empirical evidence of success in transitioning the middle-fifty percent of high school
seniors into college attendees. Publications from College Summit indicated that over
the past ten years, College Summit summer workshop participants have enrolled in
college at a rate of 79%. Furthermore, students have stayed in college at a rate of 80%.
The organization has received the National Association for College Admission
Counseling’s National Award for Expanding College Opportunity for Under-Represented
Youth.

The focus of College Summit is changing the college-going culture of low-income
communities. The program is designed to strengthen high school advising systems,
college admissions systems, and the college-going culture. USA Funds sponsored an
Arizona College Summit pilot program in 2005-2006. Five high schools and 150 youth
were involved in the pilot project including seniors from Trevor Browne, Metro Tech,
Glendale, Carl Hayden, and Sun Valley High Schools.

Due to a lack of funding, the pilot project was drawn to a close in the spring of 2006.
Some results were identified during this brief pilot program. College Summit’'s Vice
President of Growth Strategy and Development informed the Commission that 73% of
the 99 students participating in Arizona’s College Summit sent at least one application
to college by April 26, 2006. College Summit will be collecting and analyzing actual
college enroliment results for these students by the end of the fall 2006 semester. They
will share the final enroliment results from the program, collected by the National
Student Clearinghouse, and will evaluate the potential for College Summit to scale in
Arizona at that time.

Goal 3: Problem solving across all sectors of postsecondary Education

The Arizona Commission for Postsecondary Education provides a unique statewide
forum for senior level representatives from universities, community colleges,
independent colleges, and private training and career colleges to identify mutual
opportunities and problems in postsecondary education. In addition, two
superintendents of large districts and a CEO of a charter school provide insight about
transition into, preparation for, and awareness of postsecondary education opportunities
from the K-12 perspective.

Issues arose from discussion among Commissioners that needed further investigation
and policy analysis. In addition, Commissioners have established a standing
Postsecondary Needs Committee that is called upon to identify opportunities for
collaborative action. Issues that have been identified as important through these
processes include access to and success in postsecondary education of minority
populations and low-income families, low high school completion rate, student
advancement through the segments of Arizona’s higher education system toward a
baccalaureate degree, and reduction or elimination of the financial barrier experienced
by students and their families to postsecondary education.

Two strategies have been identified to meet Goal 3. The first is to raise awareness and
develop a knowledge base for solutions through policy analysis and commissioned
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research studies. And the second strategy is to establish collaborative action groups or
task forces, informed by research, to plan strategies to seize opportunities or solve
problems identified by the Commission.

3.1 Arizona Minority Education Policy Analysis Center (AMEPAC)

The mission of the Arizona Minority Education Policy Analysis Center (AMEPAC) is to
stimulate through studies, statewide discussion, and debate constructive improvement
of Arizona minority students’ early awareness, access and achievement throughout all
sectors of education. AMEPAC is funded through donations from postsecondary
institutions committed to its mission. Since 1996, AMEPAC has addressed numerous
issues effecting minority access to and achievement in higher education. Results of this
policy analysis are both published research papers and the initiation of forums or
roundtable discussions on pressing issues related to the mission.

AMEPAC’s most recent major research effort was a commissioned study from the
University of Arizona’s Latina/o Policy Research Initiative on access, affordability,
achievement and preparation of minority students for postsecondary education. “The
Road to Higher Education: Closing the participation Gaps for Arizona Minority Students”
was published in 2006, along with the policy recommendations. The publication and the
policy recommendations were rolled out at the Developing Arizona’s Human Capital
Conference on April 20", 2006. The Commission distributed 950 copies of the full
report during the summer to educators, business leaders and policy makers throughout
the state. Additionally, the policy recommendations were e-mailed to nearly 1,000
people this summer. Several AMEPAC members and the Commission’s Executive
Director met with The Arizona Republic editorial board and several articles were written
that generated interest in the report’s findings.

AMEPAC members are currently undertaking a major strategic planning effort to
enhance the impact of the Center and its 16 volunteer members over the next several
years. In the new strategic plan AMEPAC will shift its research focus to the broad
societal consequences of Arizona’s low college-going rate. What is the demand for
education from the Business, Government and general employment sectors? Can the
education system fulfill the needs of the labor market? What happens to the society as
a whole (macro) and individual people (micro) if the education system fails to meet the
demands of the labor market? AMEPAC is working to find partners to help with this
proposed research and policy analysis.

In addition, the Minority Student Report, a very popular publication, will be published for

the third time in the spring/summer of 2007. This publication establishes benchmarks
against which Arizona’s progress in educating minority students can be measured.

3.2 Postsecondary Articulation/Transfer Task Force (PATTF)

The Postsecondary Articulation/Transfer Task Force (PATTF) is charged with identifying
potential areas for articulation and encouraging articulation possibilities among
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postsecondary institutions. The goal of the Task Force is to ensure student access to
the baccalaureate.

The Task Force members have set five long-term goals for the group including (1)
educate others regarding articulation, (2) examine trends in transfer and articulation, (3)
recommend guidelines/principles for establishing articulation agreements, (4)
recommend the addition of accountability/outcome measures for transfer students, and
(5) establish a “clearinghouse” for dissemination of information. The Task Force
continued refining its mission and goals in 2006.

On October 27, 2005, the PATTF in conjunction with the Academic Program Articulation
Steering Committee (APASC) held the Next Step: Articulating Private & Public
Postsecondary Education in Arizona Conference aimed at creating an open dialogue of
transfer issues and information among the public and private postsecondary institutions
in Arizona.

More than 75 individuals attended the Conference including 27 representatives from the
community colleges; 7 representatives from the public universities, and 26
representatives from private colleges and universities as well as technical schools. Also
attending were two staff members from the Arizona House of Representatives, one from
the Governor's office, and three ACPE Commissioners.

The Conference outcomes were presented at the ACPE Developing Arizona’s Human
Capital: The Challenge Facing Postsecondary Education Conference.

The connections made at the conference and within the Task Force continue to bring

results in improved articulation. The Task Force continues to address these issues
under the guidance of the ACPE

3.3 Student Financial Aid Task Force

In 2003, members of the ACPE convened a Student Financial Aid Task Force Task
Force to work to improve financial access for students entering postsecondary
education. Since that time a collaborative group of thirty-five business, community,
philanthropic and education leaders have focused on the mission of raising the
awareness of and support for solutions to financial barriers to postsecondary education
access and attainment for low-income students.

In March of 2005, a research study commissioned by the ACPE was released at a
forum with over 100 policy makers, state administrators, business, philanthropy, and
legislators in attendance. The study, titled Investing in Arizona’s Future: College
Access, Affordability, and the Impact of Investment in Need-Based Financial Aid was
sponsored by USA Funds and authored by Dr. Jamie P. Merisotis of the Institute for
Higher Education Policy and Dr. Jose Luis Santos of the University of Arizona Latina/o
Research Initiative.
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This event heightened awareness of the lack of financial aid available to students in the
state. The first goal of the Task Force was to quantify and inform policy makers
regarding the issue of student financial assistance in Arizona. This was at least partially
accomplished through the publication of Investing in Arizona’s Future.

The next goal was to expand the number of stakeholders aware of and committed to
providing financial access to postsecondary education for Arizonans. The Student
Financial Aid Task Force has been building alliances and has secured the in-kind
services of a marketing firm to assist in the development of this message through a
Power Point presentation. The leadership and awareness of the financial barriers to
higher education provided by the Task Force have been significant. It has been stated
by a number of educators that the work of this group was instrumental in decisions to
increase the Arizona student financial aid by $10.2 M in the 2006 legislative session.
This work continues to proceed and is being informed each day by legislative and
political activity in the state.

Conclusion

Four strategies have been employed during the first two years of the ACPE’s five-year
plan to meet the goals of (1) increasing available student financial resources, (2)
implementing strategies to help students and families, and (3) providing a forum for all
sectors of postsecondary education to dialogue, partner, and problem solve issues of
mutual interest for the benefit of Arizonans.

First, the ACPE has committed to efficient and effective administration of the core
financial assistance programs assigned to the Commission by statute. Significant
improvements have been implemented in both the Leveraging Educational Assistance
Partnership (LEAP) and in all aspects of administration of the Arizona Family College
Savings Program (AFCSP). The Private Postsecondary Education Student Financial
Program (PFAP) administration is under review and a plan is in place to improve the
measures of administrative efficiency and effectiveness. In addition, the planning and
administration of the PEG Program is well underway. Furthermore, all financial
assistance programs administrative procedures will continue to be evaluated and
reviewed annually to ensure that every dollar is available to students and their families
for postsecondary attendance when it is needed. The PEG Program and its
administration offers opportunities for a common state grant application to benefit
students’ ease of accessing funds.

Second, the staff continues to develop strategies to leverage the limited financial and
human resources available to the ACPE in order to help Arizonans access
postsecondary education. Through development and nurturance of partnerships, access
to grant funds and donations, and initiation and participation in collaborative activities
the ACPE plans to continue to offer programs such as College Goal Sunday, and the
Pathways to Higher Education Awards and the Developing Human Capital Conference.
Likewise, the ACPE will endeavor to provide college awareness and student financial
assistance information to Arizonans through Think College publications, the Arizona
College and Career Guide, Countdown to College Sunday insert, informational college-
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going publications, and the ACPE website. Each of these programs and college
awareness publications are offered at no expense to the State, but rather are sponsored
through private dollars.

Third, the forum provided by the Arizona Commission for Postsecondary Education
promotes dialogue and identification of common issues among all sectors of higher
education. In 2005-2006, the Student Financial Aid Task Force, the College Goal
Sunday Task Force, and the Postsecondary Education Articulation Task Force were
very active and productive collaborative groups involving more than 65 individual
stakeholders in planning and supporting ACPE activities. Also, a research paper
commissioned by AMEPAC was published and promoted that contributed to the
knowledge base of student access and success in Arizona higher education. The
ACPE plans to continue to initiate and support collaborative groups comprised of
stakeholders, develop research studies, and convene conferences or roundtable
discussions that can identify postsecondary education opportunities and seek solutions
to problems.

And finally, in an effort to fulfill the ACPE mission, the Executive Director serves and
supports a number of related task forces and initiatives such as the Center for the
Future of Arizona’s Graduation Rate and Dropout Initiative, the Governor's P-20
Council’'s Access to Higher Education Committee, the Arizona Department of
Education’s High School Renewal and Improvement Initiative, Arizona ASFAA’s State
and Legislative Affairs Committee, the City of Phoenix College Depot, College
Scholarship Foundation, and the GEAR-UP Program. The ACPE works in collaboration
with these groups and many others to improve the opportunities for students to move
within postsecondary education in a seamless manner.

The Arizona Commission for Postsecondary Education has identified a mission of
expanding access and increasing success in postsecondary education for Arizonans.
The Commissioners and staff will continue vigorously to seek avenues for partnerships
and/or collaboration that contribute to this mission.
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