Default Aversion Plan
_____________________________________________________________________________________

In July of 2014, The Association of Community Colleges Trustees (ACCT) released a report called
“Protecting Colleges and Students: Community College Strategies to Prevent Default”. Alamo
Colleges - St. Philip’s College (SPC) and several other national colleges participated in the study
at the request of ACCT President and CEO, J. Noah Brown. Highlights from the ACCT report
based in part on the SPC data provided are consistent with findings throughout higher
education related to community college students (Appendix A). The following Default Aversion
Plan is a baseline plan that will serve as a guide for Alamo Colleges to implement much of the
key recommendations from the ACCT report. This plan is not meant to be prescriptive to the
colleges but to provide resources necessary to implement a default aversion plan or to
supplement what the colleges already have in place. The very first key recommendation of the
study was that default reduction should be embraced as a college-wide endeavor (ACCT, July
2014, p 3). The Default Aversion Committee that drafted this plan is made up of Alamo College
staff that represented the Chancellor’s Office, Human Resources, Advising at each college, and
Student Financial Aid. Members were nominated by each college for participation.
To determine a Cohort Default Rate (CDR) all students who have borrowed and leave school in
a given year are placed in a “cohort”. A default occurs when a student borrower fails to make
any payments for at least 270 days. At the end of three years, the CDR is determined by
dividing the number of defaulted borrowers who went into repayment in that year by the
number in the cohort (Appendix B). For example, the 2011 CDR for St. Philip’s College is
determined by dividing the number of defaulted borrowers (133) by the number in the 2011
cohort (786) to get the CDR of 17%.

Key Recommendations to Implement from the ACCT study
A. Direct Student Interventions
B. Analyze Borrowers and Defaulters
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C. Maintain Current Information
D. Benefits of Full Time Enrollment

A. Direct Student Interventions
While some direct intervention strategies would be cost prohibitive, Alamo Colleges could
target intervention at those who are most likely to default. Face to face exit counseling has
been shown to reduce default rates with at-risk students. One of the best ways to achieve this
intervention is to incorporate it into the classroom. The Default Aversion Committee has
identified several opportunities for direct intervention and free resources that can be used to
accomplish this intervention.
Classroom participation
Colleges may provide extra credit options for students to participate in free webinars and online modules as extra credit projects inside or outside of the classroom. The following modules
are currently in use by the colleges respectively:
St. Philip’s College - USA Funds: www.lifeskills.org
Northeast Lakeview College - Firstmark Credit Union:
https://www.firstmarkcu.org/deposits/mymark.php
Palo Alto, Northwest Vista - Generations Federal Credit Union:
https://www.mygenfcu.org/financial-education/financial-education/student/
San Antonio College – Firstmark Credit Union and Generations Federal Credit Union
SAC and NLC - Career Coach: http://www.emsicareercoach.alamo.edu/#
Student financial aid will maintain an updated list of companies (with contact person and phone
number) who provide free financial literacy services for college students on their FA SharePoint
site. The following companies also provide free web based resources for college use:
The National Endowment for Financial Education (NEFE): http://info.cashcourse.org/
Nelnet: http://www.nelnet.com/Get-Financially-Fit/
PHEAA: http://www.youcandealwithit.com/
NorthStar Education Services: http://nseds.com/products/repayready/
Texas Guaranteed: http://www.aie.org/tools-and-resources/
American Student Assistance: https://www.saltmoney.org/index.html
Money Management International: http://mappingyourfuture.org/Borrowers/
Outreach events
The college Student Services or Campus Activities Offices could host events to educate students
about budgeting, managing their finances, applying for scholarships, and saving for the future.
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Student clubs and organizations are also invited to participate and/or to host events. All of the
colleges currently participate in FAFSA Saturday events as well as Financial Literacy Month
events during the month of April. The financial institutions and financial education
organizations listed above can provide resources for organized events on a regular basis.
Student orientations
The colleges could introduce budgeting and financial concepts during new student orientation
using various mediums such as group presentations, on-line resources or through interactive
participation in games and presentations. Many of the experts from the financial institutions
and organizations listed are willing to conduct presentations and to provide resources for
organized events. Student financial aid maintains an updated listing of companies who provide
free services. Each company’s contact person and phone number is accessible on the FA
SharePoint site.
Career services - connect career choice to loan debt
Human Resources staff present Career Coach http://www.emsicareercoach.alamo.edu/# to
students at SAC and NLC and could expand this to the other colleges. The presentation helps
students by exploring careers and provides the most current local data on wages, employment,
job postings and associated education and training.
Many loan repayment plans exist that may benefit a student who has chosen a specific career,
such as: Standard Repayment, Extended Repayment, Graduated Repayment, IncomeContingent Repayment, Income-Sensitive Repayment, and Income-Based Repayment. See
http://www.finaid.org/calculators/icr.phtml.
Financial aid will work with our default aversion provider to automatically enroll severely
delinquent borrowers into income-driven repayment plans. Income driven repayment may
result in no payments for some borrowers in the early stages of their career and is adjusted as
earnings increase. We will also inform students about Public Service Loan Forgiveness (PSLF)
programs that may apply to certain borrowers with employment in federal, state, local
government agency, entity or not-for profit-organizations that are tax exempt by IRS.
Staged curriculum
Through the new academic advising model, proactive counseling could be provided through
periodic touch points with students. Student financial aid will provide scripting to assist with
these discussions following a case load model based on students’ academic progression: 0-15
hours, 16-30 hours, 31-42 hours, and over 42 hours. At a minimum, Student Financial Aid could
provide a flyer to all students visiting an Advisor who have financial aid.
Academic advisors can introduce financial concepts relevant to the students’ education and
borrowing levels such as:
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Earning potential within their career field and its relation to their borrowing level.
Impact of dropping classes to loan debt and program completion.
Estimated expenses to complete AA, BA, or Professional degree and resources available.

Advise of loan status when dropping class
Student Financial Aid will coordinate with the Director of Advising to develop Financial Aid
touch-points for drop advising, ensuring all students will have been informed of default
aversion prior to dropping their class. As a supplement, we will develop a process to
systematically notify all student borrowers with critical information about the impact of
dropping classes to their educational goals and their financial aid status. This added
communication will allow us to capture/connect with those students who pursue a drop
without going through the Alamo ADVISE model. Working with the Director of Advising, we will
explore the feasibility to include Financial Aid messaging in addition to what is already being
sent through the already robust early alert system.

B. Analyze Borrowers and Defaulters
According to ACCT, p 40, many institutions find it difficult to implement a default aversion
strategy that reaches every student. Analyzing borrower cohort default data allows the
institutions to target those who are “at risk” of default by uncovering their unique
characteristics. This may be different at each Alamo College due to the make-up of the student
body. A Student Profile of the Alamo Colleges is provided in Appendix C.
Student financial aid, in coordination with the Directors of Advising will identify and track a
cohort of borrowers to follow through their educational program to employment; with the
intent to evaluate if there is a correlation between choices made throughout their educational
path and default aversion. The Institutional Research Office has been asked to assist with
evaluating results to identify which groups to target for additional counseling and default
avoidance strategies, such as in school deferment, hardship waiver, and IBR programs. An early
alert of potential defaulters will be created based on the attributes we find that suggest higher
risk of default, which will be implemented in future default aversion efforts. Results of the
cohort data will be used to strengthen the exit interview and to be more targeted to the
realities of our borrowers. Borrower data from NSLDS, outsourced agency, and servicer reports
will be used in the analysis. Student Financial Aid and Directors of Advising will create a
measure to evaluate the Student Default Risk Index for program accountability.

C. Maintain Current Information
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One of the challenges of helping students stay out of default is having current information so
that they can be contacted after leaving school. Processes that collect this information will
greatly supplement the efforts of our Default Aversion vendor.
Regularly collect accurate student data
Processes will be created to collect current contact information when requesting services, and
during student visits to offices on campus. Information will be captured during transcript
requests, visits to counseling and career/job services, scholarship applications, and during the
graduation ceremony planning stages.
Supplemental entrance counseling resources
Student Financial Aid will expose students to additional entrance counseling activities to ensure
they fully understand the implications to repay the loan. In addition, we will provide budgeting
exercises and financial planning worksheets as part of the loan application process, and
supplemental budgeting information to students who request additional loan funds.
Regularly notify of exit counseling
Student financial aid will continue to notify students who leave school of the exit counseling
requirement. Email the following exit counseling session link to students who do not register in
the subsequent semester: https://studentloans.gov/myDirectLoan/index.action. Also, we will
send an email to every borrower requesting they complete the exit counseling session after
every academic year has ended.
Outreach to at-risk borrowers after they leave
Student financial aid will maintain a list of at-risk borrowers and scripting on the SharePoint
that staff can use to call/email students to encourage them to return to school. If unable to
return we should encourage them to stay in touch with their loan servicer to avoid delinquency.

D.

Benefits of Full Time Enrollment

The majority of community college students need financial aid to cover the cost of their
education and only 2 percent have their needs fully met with grant aid (ACCT, p. 5). Student
loans can be a valuable resource for those students who wish to enroll full-time but are unable
to due to outside factors. Providing students the resources to attend full-time can contribute to
increased completion rates, productive students in the work-force and lower default rates.
It may seem counter-intuitive to increase lending when trying to lower default rates but it may
benefit the student as well as the colleges. For instance, one of the reasons for the CDR of Palo
Alto College is due to the low number of borrowers in their CDR calculation (Appendix B).
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There may be situations where it is in the best interest of the student to borrow funds to attend
full-time and accelerate the completion of a degree. In the long-run it may actually reduce the
total amount borrowed by the student to complete their educational goals.
Degree Completion Sooner
College Advising, Student Financial Aid, and new student orientations will encourage full-time
enrollment and communicate the benefit for students to treat their academic careers like a fulltime job. Alamo College's full-time and part-time enrollment for the fall 2013 is provided in
Appendix D. At Alamo Colleges, only 4% of our student borrowers are dependent students and
96% are independent. This means the student is either married, has dependents, is over 24
years of age, is a veteran, or otherwise is not dependent on their parents for financial
support. Financial aid and Advising will work together to develop talking points for advisors to
use when advising students with financial difficulties to discuss whether additional resources
are needed to allow the student to remain enrolled or to continue to enroll full time.
Increased Earnings potential
Studies agree that people with higher education degrees or certificates earn substantially more
income throughout their lifetime when compared to people who do not complete higher
education. The coordinated reinforcement from Alamo Colleges will guide our student
borrowers to the full-time enrollment experience. Through these efforts, we can educate
students to make informed decisions related to pursuing loan funds as a resource for attaining
full-time enrollment. Providing a clearer, smoother pathway to student success will develop a
student who will be comfortable and confident when the time comes to pay their student loans
and continue the cycle of being productive members in society.

Conclusion
This Default Aversion Plan is created to provide all of the Alamo Colleges a base-line plan that
will allow them to use the elements that make sense for their environment. As the ACCT study
stated, Default Aversion has to be a College wide effort to be successful. Student Financial Aid
will provide information resources to the colleges and work with Information Resources to
analyze defaulter data so the efforts can be targeted and effective. It is the goal of the
committee that the implementation of the ACCT key recommendations of direct student
interventions, analyzing borrower and defaulter data, maintenance of current information, and
explaining the benefits of full-time enrollment to students will result in a decrease in our Cohort
Default Rates to a level that is consistent with or below our peer institutions. At the same time,
these efforts may enhance the Alamo Colleges Wildly Important Goal (WIG) of increased
persistence.
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APPENDIX A
Highlights of the ACCT report for the St. Philip’s College data are included in this plan as follows:
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APPENDIX B
The Alamo Colleges General Default Information is displayed below:
General Default Information
San
Antonio
College

St.
Philip's
College

Northwest
Vista
College

Palo
Alto
College

U.S. Department of Education Cohort Default Rates - 3-year
FY 2011 - 3 year rate:

16.10%

17.00%

FY 2010 - 3 year rate:
FY 2009 - 3 year rate:
FY 2008 - 3 year rate:
FY 2007 - 3 year rate:
FY 2006 - 3 year rate:

19.30%
18.90%
17.32%
20.40%
14.30%

23.40%
23.10%
18.08%
20.70%
18.80%

13.80%
16.30%
20.50%
15.83%
17.50%
15.50%

18.30%
15.90%
19.47%
20.40%
14.70%

Additional Default Information
Re-payers in Cohort - FY 2011:
Re-payers in Cohort - FY 2010:
Re-payers in Cohort - FY 2009:
Re-payers in Cohort - FY 2008:
Re-payers in Cohort - FY 2007:
Re-payers in Cohort - FY 2006:

NVC
629
554
495
575
570
563
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National

Two-Year

Average

Texas
Public

All
Colleges

tbd
21.44%
19.59%
21.46%
18.74%

14.70%
13.4%

18.50%

Re-payers in each cohort:

SAC
SPC
1314 786
1,357 820
1,309 808
1,430 897
1,512 993
1,937 1,254

Group 3

PAC
328
362
406
417
419
469

APPENDIX C
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APPENDIX D
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ADDENDUM
2016-2017 Default Aversion Committee Members
Elizabeth
Lisa
Chris
Lisa
Stephen
Stephanie
George
Gilbert
Robin
Harold

Aguilar-Villarreal
Alcorta
Bordovsky
Cervantes
Delgado
Estrada
Johnson
Polomo
Sanberg
Whitis

Palo Alto
San Antonio
Human Resources
Student Financial Aid
Student Financial Aid
Northeast Lakeview
St. Philips
Northeast Lakeview
Northwest Vista
Student Financial Aid
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College
College
District
District
District
College
College
College
College
District

