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Why GAO Did This Study

The Department of Education
disbursed nearly $112 billion in
financial aid to students through
various grant and loan programs in
fiscal year 2021. Colleges generally
provide students information about the
aid for which they are eligible in
financial aid offers. Students use these
offers to make key decisions, including
which college to attend and how to
finance their education.

GAO was asked to review the
information in college financial aid
offers. This report examines the extent
to which colleges are (1) following best
practices to provide clear and standard
information about college costs and
student aid in their financial aid offers,
and (2) required to provide this
information to help students make
educated financial decisions.

GAO collected financial aid offers from
a nationally representative sample of
176 colleges and assessed them
against 10 best practices from the
Department of Education and a
commission comprised of 22 federal
agencies. GAO also reviewed relevant
federal laws and regulations and
interviewed knowledgeable federal
officials, researchers, representatives
of student advocacy groups, and
college financial aid administrators.

What GAO Recommends

GAO is recommending that Congress
consider legislation requiring colleges
to provide students financial aid offers
that follow best practices for providing
clear and standard information.

View GAO-23-104708. For more information,
contact: Melissa Emrey-Arras at (617) 788-
0534 or emreyarrasm@gao.gov.

FINANCIAL AID OFFERS

Action Needed to Improve Information on College
Costs and Student Aid

What GAO Found

Most colleges are not following best practices for providing clear and standard
information in their financial aid offers. According to GAO'’s review of financial aid
offers from a nationally representative sample of colleges, nearly two-thirds of
colleges follow half or fewer of the 10 best practices. No college in GAO’s sample
followed all 10. For example, according to best practices, a college should
estimate the net price—how much a student will need to pay to attend that
college—by deducting only grants and scholarships from all key costs (e.g.,
tuition, fees, housing and meals, books, and living expenses). However, GAO
found that an estimated 91 percent of colleges do not include or understate the
net price in their aid offers (see figure).

¢ An estimated 41 percent of colleges do not include a net price. This
may leave students guessing how much they will need to pay.

¢ An estimated 50 percent of colleges understate the net price. Many
colleges exclude key costs and factor in loans that must be repaid. Doing
this makes a college appear less expensive than it is.

Estimated Extent Colleges Follow Best Practice to Inform Students How Much They Will Need
to Pay (the Net Price) in Financial Aid Offers

Best practice
9% Estimate the net price by subtracting only
grants and scholarships from key costs

41%
Do not
estimate

the net
price

Understate the net price by excluding
key costs (e.g., books, living expenses, etc.)
and/or factoring in loans

Source: GAO analysis of school year 2021-22 aid offers from a nationally representative sample of colleges. | GAO-23-104708
Note: Estimates in this figure have margins of error of plus or minus 7 percentage points or fewer.

Federal law does not require colleges to include clear or standard information in
the financial aid offers they provide all students. Education has instead
encouraged colleges to follow best practices, but adoption has been limited.
Colleges present cost and financial aid information differently, making it difficult
for students and parents to compare offers and college affordability. Although a
recent law requires colleges to provide standard financial aid information to
certain student veterans, the lack of financial aid offer requirements could lead
other students to make uninformed and costly decisions, such as enrolling in an
unaffordable college. Further congressional action would be necessary to ensure
that all students receive the information they need in their financial aid offers to
make informed education and financial choices.
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their students all the key information they need to make informed financial
aid decisions.
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Table 2: Best Practices for Providing Clear and Standard Information in Financial Aid Offers

Best practice Why this is important

Informing students about how much they will need to pay for college

1. Itemize key direct and indirect costs Students need to budget for both direct costs (e.g., tuition and fees) and indirect
costs (e.g., books, transportation, and personal expenses).

2. Provide a total cost of attendance (COA) that ~ Students should know the total cost of the college. This information helps them

includes key costs determine the relative value of grants and scholarships and other types of
student aid.
3. Estimate the net price (by subtracting only gift ~Estimating net price in this manner provides students the most complete
aid from key costs) information about the amount they will need to pay for college.
Providing critical information about available student aid
4. Separate gift aid, loans, and work-study Students should be able to immediately recognize the different types of aid in
their offer.
5. Do not include a parent PLUS Loan or, if Parent PLUS Loans differ from student loans in several important ways, so they
included, separate and differentiate it from should not be included together.
student loans®
6. Label type of aid Students should know the type of aid (grants, loans, and work-study) being
offered.
7. Label source of aid Student should know the source (federal, state, institutional, or private) of the aid
because the protections and stipulations differ.
8. Include actionable next steps Students should be informed of their next steps to accept, decline, or adjust the
aid in the offer and the college’s point of contact for additional assistance.
9. Highlight key details and distinctions about Students need to know key details about the aid so they can assess which aid
loans, grants, and work-study options are best for them. For example, such details might include information

about minimum academic requirements to maintain a scholarship or explaining
that work-study is not guaranteed since students need to apply for these jobs on
campus.

10. Do not refer to the offer as an “award” Students should know that loans and work-study are not “awards” because they
generally must be repaid or earned through employment, respectively.

Source: GAO analysis of federal documents. | GAO-23-104708

Note: GAO derived these best practices from two federal sources: Financial Literacy and Education
Commission, Best Practices for Financial Literacy and Education at Institutions of Higher Education
(June 14, 2019); and Department of Education, What Postsecondary Institutions Should Work to
Avoid When Issuing Financial Aid Offers (Apr. 15, 2019).

aParent PLUS loans are federal loans that are made to parents of dependent undergraduate students
to help pay for educational expenses not covered by other financial aid. In 2021, after GAO collected
financial aid offers from colleges, Education updated this best practice to say that colleges should not
include a dollar amount suggesting how much parents should borrow in parent PLUS loans in their
financial aid offers. U.S. Department of Education, Issuing Financial Aid Offers—What Institutions
Should Include and Avoid, GENERAL-21-70 (Oct. 28, 2021). The 2021 suggestions thus set a higher
bar for how colleges should present parent PLUS loans.
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Colleges Are
Generally Not
Following Best
Practices for
Providing Clear and
Standard Information
in Their Financial Aid

Offers

Most Colleges Follow Five  Based on our analysis of financial aid offers from a nationally

or Fewer of the 10 Best representative sample of colleges, we estimate that 63 percent of
Practices colleges follow five or fewer of the 10 best practices for providing clear

and standard information in their financial aid offers. No college in our
sample followed all 10 best practices (see fig. 1).
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Figure 2: Example of a College Financial Aid Offer That Follows Best Practices for Informing Students about How Much They
Will Need to Pay for College

Billable Costs < Itemizes
Tuition 8,900.00 key direct
Auxilliary Fees 5,580.00 and indirect
Housing 6,990.00
Food/Meal 5,100.00 costs
Subtotal $26,570.00
*Non-Billable Costs <
Books and Supplies 1,200.00
Personal Expenses 1,500.00
Transportation 1,000.00
Direct Loan Fees 60.00
Subtotal 3,760.00
Total Cost $30,330.00 1 Provides a
total cost of

Grants and Scholarships attendance

Awards Fall 2021 Spring 2022 Total (COA) that
includes

INSTITUTION Award $750.00 $750.00 $1,500.00 key costs
STATE SCHOLARSHIP $2,000.00 $2,000.00 $4,000.00
Total Grant and Scholarships $2,750.00 $2,750.00 $5,500.00
Net Costs: COA less Grants & Scholarships $24,830.00

Estimates the net price (by subtracting only

gift aid from the key direct and indirect costs)

Source: GAO analysis of a financial aid offer for school year 2021-2022. | GAO-23-104708

Notes: An estimated 9 percent of colleges, such as the one shown here, follow all three of the best
practices for informing students about how much they will need to pay for college in their financial aid
offers. This estimate has a margin of error of plus or minus 5 percentage points.

Some colleges, such as the one in this example, use a different term, such as “net cost”, to describe
the net price. To assess colleges’ adherence to the best practice for estimating the net price, GAO
assessed colleges on the method they used to produce this estimate, not the term they used to
describe it. GAO derived these best practices from those issued by the Financial Literacy and
Education Commission and the Department of Education.

In contrast to the example above, about half of colleges (an estimated 48
percent) do not follow any of the three best practices for informing
students about how much they will need to pay for college. Instead, these
colleges’ financial aid offers omit or underestimate critical cost
information, which can confuse students. We detail some of the
shortcomings that we observed in financial aid offers below.

Not Itemizing Key Direct and We estimate that 55 percent of colleges do not itemize key direct and

Indirect Costs indirect costs in their financial aid offers, which makes it difficult for
students to budget for expected expenses over the course of the
academic year (see fig. 3). According to this best practice, colleges
should at least include estimates for tuition, fees, housing and meals,
books or supplies, and other miscellaneous expenses, such as
transportation.
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Figure 4: Examples of College Financial Aid Offers That Do Not Itemize Key Direct or Indirect Costs

College - Finil Al Averd ot

logo

Below is the 2021-2022 Estimated Cost of Attendance. It is an estimated budget which includes but is not limited to tuition,
books, fees, room and board, and personal expenses. Your actual educational cost is determined by your decisions regarding the
number of hours enrolled and personal living expenses.

ESTIMATED FINANCIAL AID SUMMARY: ACADEMIC LEVEL: FRESHMAN
TOTAL EST. COA $25,193.04

TOTAL EST RESOURCES: $1,257.00 EXPECTED ENROLLMENT:

AID OFFERED: $13,245.00 Fall 2021 FULLTIME
EST REMAINING NEED: $10,691.04 Spring 2022 FULLTIME

Includes a total amount for key direct and indirect costs but does not itemize them

(The “TOTAL EST. COA” listed in this offer refers to the total estimated cost of attendance)

|DIRECT CHARGES: | FALL2021 | wWINTER2022 | Total|

Tuition 11,500.00 11,500.00  $23,000.00

Registration fees 100.00 100.00 $200.00
A

[TOTAL CHARGES: | $11,600.00 $11,600.00  $23,200.00

Does not itemize key indirect cost such as off-campus housing and meals,
books or supplies, and other miscellaneous expenses, such as transportation.

Source: GAO analysis of financial aid offers for school year 2021-2022. | GAO-23-104708

Omitting or Underestimating
the Total Cost of Attendance

Note: To meet the best practice for itemizing key direct and indirect costs, colleges must list estimates
for tuition, fees, housing and meals, books or supplies, and other miscellaneous expenses, such as
transportation. An estimated 55 percent of colleges, such as the two shown here, do not follow this
best practice. This estimate has a margin of error of plus or minus 7 percentage points. GAO derived
these best practices from those issued by the Financial Literacy and Education Commission and the
Department of Education.

We estimate that 55 percent of colleges do not provide a total cost of
attendance that includes key direct and indirect costs in their financial aid
offers. This includes 31 percent of colleges that omit some of these key
costs from the total cost of attendance figures in their financial aid offers,
thereby underestimating the total actual cost of attending the college.
Additionally, 24 percent of colleges do not provide a cost of attendance in
their financial aid offers (see fig. 5).
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Figure 6: Example of a College Financial Aid Offer that Does Not Include a Cost of Attendance

TYPE OF AID Fall 2021 | Spring 2022 TOTAL

Fed Subsidized Student Loan $1,750.00 $1,750.00 $3,500.00

Fed Unsubsidized Student Loan $1,000.00 $1,000.00 $2,000.00

Federal Pell Grant $3,248.00 $3,247.00 $6,495.00
Does not include a cost of attendance

TOTALS $5,998.00 $5,997.00 | $11,995.00

Source: GAO analysis of a financial aid offer for school year 2021-2022. | GAO-23-104708

Notes: An estimated 24 percent of colleges, such as the one shown here, do not include a cost of
attendance in their financial aid offers. This estimate has a margin of error of plus or minus 6
percentage points. GAO derived these best practices from those issued by the Financial Literacy and
Education Commission and the Department of Education.

Colleges receiving federal student financial aid funds are generally required to make cost of
attendance information available to students, for example by providing it on a website. 20 U.S.C. §
1092(a)(1)(E). However, colleges are not required by federal law to provide this information to all
students in their financial aid offers. GAO assessed whether the financial aid offer followed best
practices, not whether colleges were complying with legal requirements.

Omitting or Underestimating We estimate that 91 percent of colleges fail to provide students with a

the Net Price complete estimate of the net price (the amount they can expect to pay for
college) in their financial aid offers. According to the best practice, the net
price should be estimated by subtracting only gift aid (i.e., grants and
scholarships) from the sum of key direct and indirect costs (i.e., the total
cost of attendance). Estimating the net price in this way helps students
understand the full amount they will need to pay to go to college,
including how much they may need to borrow in student loans. However,
the vast majority of colleges fail to estimate the net price in this way in
their financial aid offers. According to our analysis, half of colleges
provide a net price, or something resembling a net price, in their financial
aid offers that understates, sometimes drastically, how much students will
have to pay to attend a college. Further, an estimated 41 percent of
colleges do not include a net price in their offers, which could leave
students uncertain of how much they would need to pay to attend a
college (see fig. 7).
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that subtracted over $35,000 in parent PLUS loans in its net price
estimate while suggesting that the student would receive a refund in the
fall semester and would only need to pay about $350 in the spring
semester. Figure 9 shows a college’s aid offer that subtracted $2,000 in
Federal Work-Study, but these funds would not be available to the
student at the beginning of the semester when the tuition bill may be due.

|
Figure 8: Example of a College Financial Aid Offer That Underestimates the Net Price by Subtracting Student Loans and
Parent PLUS Loans and by Not Including Key Indirect Costs

Institutional Charges: Tuition, Tuition $42,660.00

T
Housing and Fees

Supplemental Food Plan $2,520.00
Student Health Insurance $1,200.00
Student Fees $300.00
Housing $10,280.00
Total Institutional Charges $56,960.00
Financial Aid Package
Fund Source 2021 Fall 2022 Spring Total
Scholarship $3,000.00 $3,000.00 $6,000.00
I Grant $1,000.00 $1,000.00 $2,000.00
Federal Pell Grant $3,173.00 $3,172.00 $6,345.00
Federal SEOG $500.00 $500.00 $1,000.00
Direct Subsidized Loan $1,732.00 $1,732.00 $3,464.00
Direct Unsubsidized Loan $990.00 $990.00 $1,980.00
Direct PLUS Loan $17,736.00 $17,735.00 $35,471.00 Underestimates
Total $28,131.00 $28,129.00 $56,260.00 the net price
by over $47,000
by subtracting
d Additional Exp Books & Supplies $1,200.00 loans (totaling
almost $41,000)
(Living Exp ) $5,280.00 and excluding
_ » key indirect
Total Additional E $6,480.00 costs (over
$6,000).
Refund Due or Balance Owed (Estimated Charges minus Total Financial Aid Package and Depdsits) (Instead of following
best practice of
o 2021 Fall 2022 Spring subtracting only gift
e Too e aid from key direct
Balance Owed / (Refund Due) ($351.00) $351.00 and indirect costs)

Source: GAO analysis of a financial aid offer for school year 2021-2022. | GAO-23-104708

Notes: According to the best practice for estimating the net price (the amount a student will need to
pay to attend a particular college), colleges should subtract only gift aid from the sum of key direct
and indirect costs (including tuition, fees, housing and meals, books or supplies, and other
miscellaneous expenses, such as transportation). An estimated 91 percent of colleges, such as the
one shown here, do not follow this best practice in their financial aid offers. This estimate has a
margin of error of plus or minus 5 percentage points. GAO derived these best practices from those
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issued by the Financial Literacy and Education Commission and the Department of Education.
Colleges receiving federal student financial aid funds are generally required to post a net price
calculator on their websites to help students estimate the amount they would be expected to pay for a
college based on their individual circumstances. 20 U.S.C. § 1015a(h). However, colleges are not
required by federal law to provide this information to all students in their financial aid offers. GAO
assessed whether the financial aid offer followed best practices, not whether colleges were complying
with legal requirements.

“Federal SEOG?’ listed on this offer refers to the Federal Supplemental Educational Opportunity
Grant, a grant for undergraduate students with exceptional financial need.

. ____________________________________________________________________________________________________________________|
Figure 9: Example of a College Financial Aid Offer That Underestimates the Net Price by Subtracting Student Loans and
Work-Study and by Not Including Key Indirect Costs

YOUR FINANCIAL AID AWARD Fall Spring Total Accept Decline

2021 2022

IEITE Scholarship $15,000.00 | $15,000.00 | $30,000.00 a ]

College Grant $532.00 $531.00 | $1,063.00 a Q
Federal SEOG (Grant) $2,000.00 $2,000.00 $4,000.00 a (| The offer
Federal Pell Grant $3,173.00 $3,172.00 $6,345.00 a a underestimates
Federal College Work Study $1,000.00 | $1,000.00 | $2,000.00 | O a the net price
Federal Direct Loan - Sub $1,750.00 | $1,750.00 | $3,500.00 |  Q ‘ a ‘ by more than
Federal Direct Loan - Unsub $3,000.00 $3,000.00 $6,000.00 a a $14,000 because

it does not
include key
costs (housing

and meals as
well as other

ESTIMATED COST OF ATTENDANCE

Your Total Estimated Bill

Tuition: $48,924.00 - Uil LG
listed separately
Fees: $590.00 (Direct Cost Minus Financial Aid*) <« below) and
TOTAL: | $49,514.00 THIS IS NOT YOUR BILL subtracts loans
*In addition to the above amount, we estimate thatjyou might spend an additional $2,575.00fon other items such as personal and Work-study
expenses, books and supplies and local transportation. Please note that Federal Direct Loans have an origination fee; the final
disbursement will be less than the amount borrowed.

you might spend an additional $2,575.00 @ <
Source: GAO analysis of a financial aid offer for school year 2021-2022. | GAO-23-104708

Notes: According to the best practice for estimating the net price (the amount a student will need to
pay to attend a particular college), colleges should subtract only gift aid from the sum of key direct
and indirect costs (including tuition, fees, housing and meals, books or supplies, and other
miscellaneous expenses, such as transportation). An estimated 91 percent of colleges, such as the
one shown here, do not follow this best practice in their financial aid offers. This estimate has a
margin of error of plus or minus 5 percentage points. GAO derived these best practices from those
issued by the Financial Literacy and Education Commission and the Department of Education.
Colleges receiving federal student financial aid funds are generally required to post a net price
calculator on their websites to help students estimate the amount they would be expected to pay for a
college based on their individual circumstances. 20 U.S.C. § 1015a(h). However, colleges are not
required by federal law to provide this information to all students in their financial aid offers. GAO
assessed whether the financial aid offer followed best practices, not whether colleges were complying
with legal requirements.

The “Federal SEOG (Grant)” listed on this offer refers to the Federal Supplemental Educational
Opportunity Grant, a grant for undergraduate students with exceptional financial need.
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College financial aid offers that do not follow best practices to estimate
the net price could potentially lead students to choose a college that they
ultimately cannot afford. According to student advocacy organizations,
students cannot make informed education and financial decisions based
on offers that lack critical information about the cost of college. For
example, students receiving an offer that shows an artificially low net
price that factors in student loans may mistakenly believe that they can
attend the college at little or no cost.

Most Colleges Do Not We estimate that about half or more of colleges do not follow four of the
Provide Clear and seven best practices for clearly providing critical information about the
: student aid that is included in their financial aid offers (see table 4).
Standard Inform.atl.on Colleges that follow these practices provide students with the clear and
a_bOUt StUd_ent Aid in standard information they need in their offers to make informed decisions
Financial Aid Offers about how to keep their grants and scholarships and how much they may
need to borrow.

Table 4: Estimated Percentage of Colleges That Do Not Follow Best Practices for Clearly Providing Critical Information about
Student Aid in Their Financial Aid Offers

Best practice Estimated percentage of colleges whose offers do
not meet best practice

Separate gift aid, loans, and work-study 15%

Do not include a parent PLUS Loan or, if included, separate and differentiate it 21%
from student loans®?

Label type of aid 24%
Label source of aid 58%
Include actionable next steps 53%
Highlight key details and distinctions about loans, grants, and work-study 65%
Do not refer to the offer as an “award” 76%

Source: GAO analysis of financial aid offers for school year 2021-2022 from a nationally representative sample of colleges. | GAO-23-104708

Note: These estimates have margins of error of plus or minus 7 percentage points or fewer. GAO
derived these best practices from those issued by the Financial Literacy and Education Commission
and the Department of Education.

2Parent PLUS loans are federal loans that are made to parents of dependent undergraduate students
to help pay for educational expenses not covered by other financial aid. In 2021, after GAO collected
financial aid offers from colleges, Education updated this best practice to say that colleges should not
include a dollar amount suggesting how much parents should borrow in parent PLUS loans in their
financial aid offers. U.S. Department of Education, Issuing Financial Aid Offers—What Institutions
Should Include and Avoid, GENERAL-21-70 (Oct. 28, 2021). The 2021 suggestions thus set a higher
bar for how colleges should present parent PLUS loans, and fewer of the financial aid offers we
collected from colleges would meet the 2021 version of this best practice when compared to the 2019
version.
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Not Separating Gift Aid, Loans, Colleges can help students easily recognize different aid types—gift aid

and Work-Study (grants and scholarships), loans, or work-study—by listing them
separately in the financial aid offer. Most colleges, 85 percent, provide
students this important visual clue by separating different types of aid in
their financial aid offers. When aid offers do not clearly distinguish
between a loan, which generally needs to be paid back, or a grant, which
does not, students may make suboptimal financial choices. See figure 10
for examples of financial aid offers that do and do not separate the
different types of student aid.

Figure 10: Examples of College Financial Aid Offers that Do and Do Not Separate Types of Student Aid

Separates types of aid

SCHOLARSHIPS AND GRANTS (qift aid)

Provost's Scholarship

2021-2022 FINANCIAL AID AWARD NOTIFICATION
. e— Federal Pell Grant

ANNUAL
$7,000
$3.247 $6,495

College
logo

|I‘§
|§

Housing Grant $2,550 $5,100
Department Chair's Scholarship $2,500 $5,000

Federal SEOG Grant $750 $750 1.500
TOTAL $12.548 $12.547 525, Gift aid, loans,
- and work-study
e = listed separately
LOANS «— Fall i ANNUAL
Federal Direct Subsidized Loan $3.500
Federal Direct Unsubsidized Loan $2,000
TOTAL $2,750 $5,500
—
WORK STUDY FUNDS OFFERED ANNUAL
Federal Work Study $2,100
Does not separate type of aid
Source Fall 21 Spring 22 Total
Federal Pell Grant $623 $622 $1,245
Federal Subsidized Direct Loan $1,750 $1,750 $3,500
Federal Unsubsidized Direct Loan $1,000 $1,000 $2,000
Challenge Scholarship $1,250 $1,250 $2,500
College Day/ N $500 $0 $500
Diversity Scholarship $750 $750 $1,500
Early Bird Scholarship $500 $500 $1,000
I V' ORK STUDY* $1,500 $1,500 $3,000
I Y o1k Match $1,500 $1,500 $3,000
- Worthy Student Scholarship $1,000 $1,000 $2,000
Total $10,373 $9,872 $20,245

Gift aid, loans, and work study are not listed separately

Source: GAO analysis of financial aid offers for school year 2021-2022. | GAO-23-104708
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Figure 11: Example of a College Financial Aid Offer That Does Not Clearly Differentiate Parent PLUS Loans from Student
Loans

Notes: An estimated 21 percent of colleges, such as the one shown here, do not follow Education’s
2019 best practices to either exclude parent PLUS loans from the financial aid offer or, if including
them, to separate and differentiate parent PLUS loans from student loans. This estimate has a margin
of error of plus or minus 7 percentage points. GAO derived these best practices from those issued by
the Financial Literacy and Education Commission and the Department of Education.

The “FSEOG” listed on this offer refers to the Federal Supplemental Educational Opportunity Grant, a
grant for undergraduate students with exceptional financial need.

Not Labeling Type and Source Including basic labels informing students of the type and source of the aid

of Aid in their financial aid offer is also a best practice. However, we estimate
that 24 percent of colleges do not label the type and 58 percent do not
label the source (federal, state, institutional, or private) of the aid in their
offers. This information helps students determine what aid is being
offered and by whom and is particularly valuable for students in
identifying federal grants and loans, which come with important
protections for students and families. See figure 12 for an example of a
financial aid offer that does not label the type or source of the financial
aid.
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