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S
tate-funded, need-based fi nancial aid to 

community college students is an area of 

North Carolina’s fi nancial aid policy that 

has received less attention than the provision of 

similar aid to traditional students in four-year 

colleges and universities.  Financial aid pro-

grams that best serve community colleges take 

into account the facts that the demographics of 

the student population are not the same as at 

traditional colleges and that students receiving 

aid are typically those not given an opportunity 

to attend the state’s four-year institutions.

Of the 268,421 students enrolled in North 

Carolina community colleges’ curriculum in-

struction courses (classes that go toward a 

degree or credit) in 2005–06, 57 percent re-

ceived some form of student fi nancial aid.  This 

aid totaled $321,915,077.  In North Carolina, 

62 percent of the aid awarded to community 

college students was from the need-based Pell 

Grant program — the baseline federal student 

aid program designed to help the nation’s 

neediest students.

Community colleges offer the lowest cost 

path to postsecondary education or training 

in the state, and at $1,100, the tuition and 

fees at North Carolina community colleges are 

45 percent lower than the national average.  

However, the true cost of attending a North 

Carolina community college full-time for nine 

months for a resident student who does not live 

with his or her parents is $15,600.

Because tuition and fees represent such a 

small percentage of the total cost, the student 

aid needs of community college students are 

often perceived as being less than those of 

students in other types of institutions.  The 

result is that aid programs often are designed 

for traditional students who are fi nancially de-

pendent on their parents and proceed directly 

from high school to college.  Aid programs for 

community colleges must deal with the reality 

that in North Carolina students are more likely 

to be independent of their parents, working, 

and perhaps supporting a family, and they 

must take into account that the institutions are 

often called on to retrain workers.

Special Financial Aid Programs for 

Community Colleges

The state provides a number of student aid 

programs that assist students in all sectors of 

higher education in North Carolina.  However, 

there are some programs that are geared to-

ward the particular needs of community college 

students.  

1. N.C. Community College Grant, Targeted 

 Financial Assistance, and Loan Program

The N.C. Community College Grant, Tar-

geted Financial Assistance, and Loan Program 

was enacted by the legislature in 1999.  The 

three goals of the program are to provide need-

based grants, to offer incentives for individuals 

to enroll in programs with high local demand 

from employers but low student enrollment, 

and to offer short-term loans.

Since the Community College Grant’s in-

ception, community colleges have left funds 

unspent at the end of each year.  The unspent 

funds historically have been a sore spot be-

tween state budget offi cials and community 

college administrators and often are cited as 

a reason not to increase the appropriation for 

the Community College Grant Program.

The stability of the Community College 

Grant’s funding worries community college 

administrators.  The state’s escheats account 

is comprised of abandoned and unclaimed 

money and property — for example, money that 

Executive Summary
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is left in safe deposit boxes.  The Escheats 

Fund is constitutionally required to be used 

for need-based aid for students in public higher 

education institutions.

The Escheats Fund is being used to fund six 

different student aid programs with the interest 

generated by the State Treasurer’s investment of 

the escheats, as well as some of the principal.  

The budget provision requires that the balance 

of the Escheats Fund not be allowed to dip 

below $400 million.  Even though the balance 

in the Escheats Fund has increased in each of 

the last 10 years, the amount of interest spent 

on student aid from the fund has decreased 

during each of the last three years.

The state funds three parallel need-based 

programs that are specifi c to each sector of 

higher education — the N.C. Community College 

Grant, the UNC Need-Based Grant, and the 

State Contractual Scholarship for students in 

private colleges and universities.  In addition 

to these major need-based programs, the state 

funds numerous work force contingent fi nancial 

aid programs.  Work force contingent fi nancial 

aid programs provide money for college in ex-

change for an individual’s commitment to work 

in occupations where there is a shortage or in 

regions that have diffi culty attracting employ-

ees.  Some of these programs are not open to 

community college students or have academic 

participation requirements that preclude par-

ticipation by community college students.

2.   Tuition Waivers

Tuition waivers are used as a form of student 

aid more often in community colleges than in 

other type of institutions.  Waivers are grants 

of free or reduced tuition for certain groups, 

such as volunteer fi refi ghters, that are identi-

fi ed by the legislature or the State Board of 

Community Colleges as needy or deserving of 

special access to college.  The two main types 

of waivers are full tuition waivers or a waiver 

of the non-resident portion of tuition so that 

the student pays in-state tuition.

3.   The Need-Based Teaching and Nursing 

 Grant Program

The Need-Based Teaching and Nursing 

Grant Program was a program funded by 

the legislature for only one year using non-

 recurring state funds.  The legislature provided 

the community college system $500,000 for the 

year 2006–07.  The 2006 budget conference 

report indicated that this was a start-up ap-

propriation made with the intention that the 

program would be funded by the state lottery in 

subsequent years.  The program was intended 

to help address work force shortages in the 

fi elds of teaching and nursing.

4.   Federal Student Loan Programs

According to an April 2008 report released 

by the Project on Student Debt, only 23 of the 

58 North Carolina community colleges offer 

access to all of the need-based, low-interest 

loan programs offered by the federal govern-

ment.  North Carolina ranks third-worst in the 

nation in terms of community college students 

not having access to federal student loans.  

Any institution whose student loan default rate 

reaches 25 percent for three consecutive years 

will lose access to all federal aid programs for 

students.  For most of the community colleges, 

the risk of the sanction outweighs the potential 

benefi ts of offering the loans. 

Most colleges with federal loan programs 

have default management initiatives — programs 

that educate students on how to manage, de-

fer, and repay student loans.  Higher default 

rates are to be expected at community colleges 

because the institutions have higher dropout 

rates.  Students who did not perform well in 

high school but aspire to earn a four-year 

degree may attend community colleges in or-

der to prove their academic ability.  However, 
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many of the behavior patterns responsible for 

poor high-school performance also lead many 

students to fail to complete community college 

programs — and subsequently to default on 

student loans.  As a result, the high loan default 

rates at two-year institutions are a cost of 

 having a system that offers second chances.

5.   The North Carolina State Child Care Grant

The North Carolina State Child Care Grant 

is a need-based program funded by the leg-

islature that provides child care services to 

students who also are parents enrolled in 

community colleges.  The services are locally 

controlled and managed by individual insti-

tutions.  To be eligible, students must enroll 

at least half-time in a community college 

curriculum program and make satisfactory 

academic progress.  Funds in the program 

do not go directly to students, but are made 

as payments to local child care vendors.  The 

goals are to increase access to a college edu-

cation for parents with young children and to 

lower the odds that a student will not finish 

a program of study.

6.   The Dreamkeepers and Angel Fund   

 Emergency Financial Aid

The Dreamkeepers and Angel Fund Emer-

gency Financial Aid programs are a national 

pilot project that offers emergency funds to 

community college students facing fi nancial 

crises that could force them to drop out of 

school.  The programs are managed locally 

but administered by two national organiza-

tions — Scholarship America and the American 

Indian College Fund.  Both efforts are oper-

ating in the third year of a three-year grant 

from the Lumina Foundation for Education of 

Indianapolis, Indiana.  The three goals of the 

national project are “to support the develop-

ment of an infrastructure to offer emergency 

fi nancial aid at the participating colleges; to 

learn whether and to what extent emergency 

assistance helps students stay enrolled in col-

lege; and to promote the long-term sustain-

ability of an emergency aid program at the 

participating colleges.”

Conclusions and Recommendations

In order to maintain and expand access to 

the state’s community colleges for low-

income North Carolinians, the N.C. Center 

for Public Policy Research makes four recom-

mendations based on our research:

  (1) The N.C. General Assembly should 

appropriate additional funding for the N.C. 

Community College Grant Program so that 

more community college students have access 

to fi nancial aid.  The Center recommends that 

the maximum grant be raised to $1,250 per 

year, an amount that would allow the working 

poor to qualify for grants and an amount more 

closely correlated to the average cost of in-state 

tuition and fees at community colleges.

  (2) The N.C. General Assembly should 

move to put the Community College Grant 

Program on more solid financial footing by 

shifting its funding source from escheats to 

the state’s General Fund.

  (3) The N.C. Community College System 

and the State Education Assistance Authority 

should help community colleges develop de-

fault management initiatives so that they can 

participate in federal student loan programs.  

The N.C. General Assembly should provide the 

funding and personnel for the state system and 

local community colleges to develop successful 

default management programs.

  (4) The N.C. General Assembly should 

increase the annual appropriation to the N.C. 

State Child Care Grant Program.
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I
n 2005–06, North Carolina’s community colleges enrolled 268,421 students 

in curriculum instruction courses, or those classes that go toward a degree or 

credit.1  Of those students, 152,260, or 57 percent, received some form of stu-

dent fi nancial aid, totaling $321,915,077, in the same year.  In North Carolina, 

62 percent of the aid awarded to community college students was from the need-based 

Pell Grant2 program — the baseline federal student aid program designed to help the 

nation’s neediest students.3  Nationally, 47 percent of community college students 

receive some form of student fi nancial aid, and 23 percent receive federal grants.4

Community colleges offer the lowest cost path to postsecondary education or 

training in the state.  In fact, according to the Southern Regional Education Board, the 

tuition and fees at North Carolina community colleges are the lowest in the Southeast 

and are 45 percent lower than the national average for two-year institutions.5

However, the true cost of attending a North Carolina community college full-time 

for nine months for a resident student who does not live with his or her parents is 

$15,600.  Only $1,100 of this cost are tuition and fees from the college.  This includes 

living expenses and assumes the student is taking at least 12 hours of courses6 (see 

Table 1).

Because tuition and fees represent such a small percentage of the total cost, the 

student aid needs of community college students are often perceived as being less than 

those of students in other types of institutions.  Consequently, student aid programs 

and issues geared toward community college students do not get as much attention 

from the public and policymakers as those geared for students attending baccalaureate 

institutions.  The result is that aid programs often are designed for traditional students 

who are fi nancially dependent on their parents and who proceed directly from high 

school to college.  In North Carolina, the reality is that community college students 

Sam Watts is the policy analyst for the N.C. Center for Public Policy Research.
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are more likely to be independent of their parents, working, and perhaps supporting 

a family.

Student aid programs designed for community college students often require a 

non-traditional approach.  For example, many students don’t qualify for some aid pro-

grams because they earn too much money to get help but not enough to afford school.  

Kennon Briggs, vice president for business and fi nance for the N.C. Community 

College System, says, “Financial aid eligibility formulas do a disservice to the work-

ing poor.  People who work make a little too much to get Pell 

Grants.”  The state’s response to that assistance gap in the Pell 

Grant program was to tailor the eligibility requirements of two 

state-funded fi nancial aid programs so that community college 

fi nancial aid offi cers could use them to plug the gap.

Aid programs at community colleges often must respond 

to changing employment situations of students.  Stephen 

Scott, President of Wake Technical Community College, says, 

“Another hardship imposed by the fi nancial aid structure is the 

stipulation that the income basis for qualifi cation is calculated 

from the student’s previous yearly income.  This means that 

anyone who has lost employment or suffered an economic set-

back, such as a serious accident or expensive illness during 

the current fi scal year, will not qualify for federal aid if their 

previous yearly salary was above federal guidelines.”  Since 

community colleges often are called on to serve the needs of 

workers who have lost their jobs, making an exception to this federal stipulation 

requires fi nancial aid administrators to exercise professional judgment in estimating 

income for the newly jobless — a process that requires time and staff resources.

Special Financial Aid Programs for Community Colleges

The state of North Carolina funds three general fi nancial aid programs for stu-

dents in higher education — the Education Access Rewards North Carolina 

(EARN) Grant, the Education Lottery Scholarship, and the Student Incentive Grant.  

The state also funds three sector-specifi c aid programs — one 

for students in UNC institutions, one for private colleges 

and universities, and one for community colleges.  In addi-

tion to general and sector-specifi c fi nancial aid programs, the 

state provides work force contingent aid programs that offer 

money for college in exchange for an individual’s commit-

ment to work in occupations where there is a shortage or re-

gions that have diffi culty attracting employees.  Most of North 

Carolina’s state-funded general and work force contingent aid 

programs are available to students in community colleges, as 

well as those in public and private universities and baccalau-

reate colleges.

However, there are a number of programs that are unique to community colleges.  

These community college fi nancial aid programs are geared toward the particular 

needs of community college students — needs driven by the differing mission and 

demographic composition of students in the institutions.  “When you talk about the 

world of community college fi nancial aid, there has to be a real divide in how we are 

looked at from a policy perspective,” says Briggs.  Aid programs for community col-

leges must deal with the reality that students are more likely to be independent of their 

parents, working, and perhaps supporting a family and they must take into account 

that the institutions often are called on to retrain workers.

“Financial aid eligibility 

formulas do a disservice to the working 

poor.  People who work make a little too 

much to get Pell Grants.

”KENNON BRIGGS, 

VICE PRESIDENT FOR BUSINESS AND FINANCE, 

N.C. COMMUNITY COLLEGE SYSTEM

“ When you talk about 

the world of community college 

fi nancial aid, there has to be a real 

divide in how we are looked at from 

a policy perspective.

” KENNON BRIGGS
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 1.  N.C. Community College Grant, Targeted Financial Assistance, 

  and Loan Program

The N.C. Community College Grant, Targeted Financial Assistance, and Loan 

Program was enacted by the legislature in 1999 and replaced an older program called 

the N.C. Community College Scholarship Program.  The three goals of the program 

are to provide need-based grants, to offer incentives for individuals to enroll in pro-

grams with high local demand from employers but low student enrollment, and to 

offer short-term loans.7

The program is North Carolina’s primary state-funded need-based grant source 

for community college students.  It is designed to dovetail with federal Pell Grants 

to meet the needs of students who re-

quire assistance but who do not qualify 

for the maximum aid from the Pell pro-

gram.  Beginning in 2008–09, fi nancial 

aid administrators at community colleges 

will tailor fi nancial aid packages to stu-

dent needs using combinations of four 

state-level programs — the Community 

College Grant, the new Education Access 

Rewards North Carolina (EARN) Grant, 

the N.C. Education Lottery Scholarship, 

and the N.C. Student Incentive Grant — to 

fi ll in the gaps left by the Pell Grant pro-

gram.  The four programs are need-based 

and have similar minimum academic 

requirements.

Community colleges will compete 

with the state’s other higher education 

institutions for allocations from the 

EARN Grant, the Lottery Scholarship, 

and the Student Incentive Grant.  The 

EARN grants will be offered for the 

fi rst time in 2008–09, but may have lim-

ited usefulness for community colleges 

because the grants are restricted to de-

pendent students — those who live with 

their parents.  The EARN Grant has a 

high maximum award — $4,000 — and is 

projected to serve 3,500 community col-

lege students in 2008–09.  The Lottery 

Scholarship was offered for the fi rst time 

in 2007–08 and is projected to provide a 

total of $14,188,028 to 12,256 commu-

nity college students this fi scal year.  The 

Student Incentive Grant has been around 

since the 1970s, but has remained a rela-

tively small program because it is based 

on a federal appropriation that is then 

matched by the state.

The Community College Grant 

Program is only available to students 

in the state’s community colleges.  The 

program is limited to state residents 

without baccalaureate degrees and is 

Table 1.  Cost of Attendance 

at N.C. Community Colleges 

for Nine Months of Full-Time Study,

2006–07 Estimates

Student Not Living with Parent (In-State)

Tuition and fees* $ 1,100

Books and supplies  1,500

Transportation  2,000

Personal expenses  1,500

Room and board  9,500

Total: $15,600

 * Tuition was raised by the 2007 General Assembly 
to $1,344 for 16 hours of classes.

Note: The estimated cost of attendance is used to 
determine fi nancial aid eligibility and does not rep-
resent the direct cost paid to the college.

Source:  Figures provided to the N.C. Center for Pub-
lic Policy Research by Wanda White, director of 
student development services, N.C. Community 
College System.  The cost estimates are provided 
by the system offi ce for information only.  Actual 
fees and living expenses vary at institutions across 
the state.  Since community college students are 
typically older and may be supporting their fami-
lies while they are in school, living expenses for 
community college students not living with parents 
may be higher than expenses for traditional college 
students.
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 administered by the State Educational Assistance Authority, the state agency respon-

sible for coordinating most federal, state, and private student fi nancial aid programs 

in North Carolina.  The program’s maximum grant award amount for students is $900 

per year.

The high employer demand/low student enrollment goal in the program al-

lows the State Board of Community Colleges to designate up to 10 percent of the 

program’s annual appropriation from the legislature to grants for students in courses 

that are identifi ed as offering training needed to fi ll high local work force demands 

but that have too few students enrolled.  Local community colleges identify ap-

propriate credit or non-credit courses for the initiative and select students who will 

receive the grants.

The short-term loan goal of the program is geared toward helping students who 

anticipate receiving federal educational tax credits to obtain cash to pay for tuition, 

books, and fees at the beginning of each community college term.  The loan pro-

gram is administered by each local community college.  When students repay the 

loans on time, the collections are handled by 

the local institution.  Colleges must report the 

names of students who default on loans to the 

N.C. Department of Revenue and to the com-

munity college system offi ce.  The state Revenue 

Department then manages collections on loans 

that are in default.

Macon County resident Timothy Barnett is 

a recipient of a Community College Grant.  He 

was one of 930 workers who lost jobs when Fruit 

of the Loom closed its textile plant in Rabun 

Gap, Georgia, in 2006 and moved its operations 

overseas.  Barnett, who lives just over the state 

line in Franklin, N.C., had been working at the 

plant more than eight years when he received a 

pink slip.  Facing an uncertain future, he decided 

to enroll in Southwestern Community College’s 

electronics engineering technology program.  

That decision, he said, was driven in large part 

by his ability to obtain funding through the 

North Carolina Community College Grant and 

other assistance programs.

“It would have been very diffi cult, probably 

darn near impossible, to go back to school with-

out that help,” says Barnett, 48, who is married 

and has two college-age children.  “My family was very accustomed to me bringing in 

money, and even though the funding just pays for my schooling, I’m not complaining.  

I get to keep collecting unemployment until my school career is done.  Even though 

it’s wonderful, it’s only a small percentage of what I used to make.  Every bit of money 

I receive helps me and my family to keep going.”

The Community College Grant Program also gets high marks in effectiveness 

from community college administrators interviewed for this article.  They say that 

there is unmet need for student aid in community colleges and identify increased 

funding for this program as a way to help meet that need.

Unspent Funds in the Community College Grant Program

Since the Community College Grant Program’s inception in 1999, community 

colleges have left funds unspent at the end of each year.  The unspent funds his-

torically have been a sore spot between state budget offi cials and community college 

Escheats after June 30, 1971.   

All property that, after June 30, 1971, 

shall accrue to the State from escheats, 

unclaimed dividends, or distributive 

shares of the estates of deceased 

persons shall be used to aid worthy 

and needy students who are residents 

of this State and are enrolled in public 

institutions of higher education in this 

State. The method, amount, and type of 

distribution shall be prescribed by law.

— ARTICLE IX, §10 (2)

OF THE N.C. CONSTITUTION
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 administrators and often are cited as a reason not to increase the appropriation for the 

Community College Grant Program.

Vickie Call, director of fi nancial aid at Wilkes Community College, attributes 

the problem to requirements that a portion of the funds be used as an incentive for 

students to enroll in training programs with high local demand from employers but 

low student enrollment.

“We have always spent funds that we have for Wilkes Community College, but it 

is diffi cult to try to work in certain [fi nancial aid formulas] to fi nd programs with high 

demand but low enrollment.  If these funds could be put into another fund that does 

not have such strict requirements, then more students’ needs could be met.”

Escheats Funding of the Community College Grant

The stability of the Community College Grant’s funding also worries community 

college administrators.  “It’s all escheats, and that’s a concern for us,” says Briggs.  

The state’s escheats account is comprised of abandoned and unclaimed money and 

property — for example, money that is left in safe deposit boxes.  The Escheats Fund 

is constitutionally required to be used for need-based aid for students in public higher 

education institutions.8

Proceeds from the Escheats Fund are not as stable a source of revenue as the 

state’s General Fund.  Additionally, the Escheats Fund is being used to fund six differ-

ent student aid programs.  As of 2007–08, escheat funding is not only being used for 

the Community College Grant, but also for the Child Welfare Postsecondary Support 

Timothy Barnett, a recipient of a Community College Grant at 

Southwestern Community College 
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Program for students from the foster care system, the new Education Access Rewards 

North Carolina (EARN) Grant, the Millennium Teaching Scholarship Loan Program, 

the UNC Need-Based Grant, and the state’s Veterans Scholarships.

The provision of the state budget that allocates escheats funds to the Community 

College Grant and fi ve other student aid initiatives allows the programs to spend the 

interest generated by the State Treasurer’s investment of the escheats as well as some 

of the principal — the actual escheats.  The state has used the principal and the interest 

for student aid during the last four years.  Previously, the state spent only the inter-

est earned on the Fund.  The budget provision also requires that the balance of the 

Escheats Fund not be allowed to dip below $400 million.9  Even though the balance 

in the Escheats Fund has increased in each of the last 10 years, the amount of interest 

spent on student aid has decreased during each of the last three years.

A separate concern about the stability of the escheats funding is whether the $400 

million fl oor in the fund is too low.  At that level, it would only be possible to generate 

the average amount of escheat interest spent on student aid for the last three years if 

the annual investment earnings exceeded 6.2 percent.  The 10-year average of earnings 

on the fund is 6.04 percent (see Table 2).

N.C.’s Higher Education Sector-Specific Need-Based Financial Aid Programs

The state funds three parallel need-based programs that are specifi c to each sec-

tor of higher education — the N.C. Community College Grant, the UNC Need-Based 

Grant, and the State Contractual Scholarship for students in private colleges and uni-

versities.  “The parallel system works well,” says Steve Brooks, executive director of 

the State Education Assistance Authority.  “Where each has its own program, there 

is less elbowing and arguing over technical aspects of the eligibility formula — so the 

program can be closely targeted to the needs of the students served by each sector of 

higher education.”

The 2007–08 state appropriation for the Community College Grant Program is 

$13,981,202.  In 2006–07, a total of $10,463,547 was awarded through the state’s 

Community College Grant Program to 12,641 community college students — an aver-

age of $827 per student.  The state’s companion aid program for public universities, 

Table 2.  Trends in Escheats Funding of Student Aid Programs

with Percentages of Interest and Principal Spent

2003–04 2004–05 2005–06 2006–07

Annual Balance 
of the Escheats 
Fund

$475,676,542 $510,153,641 $522,074,323 $686,260,019

Escheat Interest 
Spent on 
Student Aid

$36,356,125  88% $27,255,262  47% $24,726,366  30% $22,730,705  27%

Escheat Principal 
Spent on 
Student Aid

$5,178,324  12% $31,278,641  53% $58,271,500  70% $62,461,074  73%

Total Escheat 
Funding of 
Student Aid

$41,534,449 100% $58,533,903 100% $82,997,866 100% $85,191,779 100%

 
Source: Escheat Fund Fact Sheet, Fiscal Research Division, N.C. General Assembly
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Table 3.  Annual Awards from North Carolina’s 

Major State Need-Based Student Aid Programs

State Program

Community 

Colleges

UNC

System

Private 

Colleges Total

N.C. Community 

College Grant
$10,463,547 N/A N/A $10,463,547

UNC Need-Based Grant N/A $58,071,081 N/A 58,071,081

State Contractual 

Scholarship Program
N/A N/A $35,148,247 35,148,247

EARN Grant (Projected) 33,000,000 67,000,000 N/A 100,000,000

Lottery Scholarship 

(Estimated)
14,188,028 18,352,432 5,469,094 38,009,554

N.C. Student 

Incentive Grant
1,275,450 3,305,781 543,070 5,124,301

Total $58,927,025 $146,729,294 $41,160,411 $246,816,730

Percentage of Total 

Annual Awards
23.9% 59.4% 16.7%

Notes:  Amounts for N.C. Community College Grant, UNC Need-Based Grant, State Con-
tractual Scholarship Program, and N.C. Student Incentive Grant are actual disbursements 
from 2005–06 from the Statistical Abstract of Higher Education in 2006–07, University 
of North Carolina, Chapel Hill, N.C., May 2007, pp. 143–44.  Amounts for the Lottery 
Scholarship are based on estimates for 2007–08 provided to the General Assembly’s 
Fiscal Research Division by the State Education Assistance Authority.  Amounts for the 
Education Access Rewards North Carolina (EARN) Grant are based on 2008–09 projec-
tions provided by the State Education Assistance Authority of 8,300 community college 
students and 16,850 UNC students being awarded an EARN Grant of up to $4,000.  N/A 
means that the grant is not available to students in that sector of higher education.

the UNC Need-Based Grant, served 33,929 students in 2005–06 with expenditures 

of $58,071,081 — an average of $1,712 per student.  That same year, a parallel pro-

gram for private colleges and universities in North Carolina, the need-based State 

Contractual Scholarship, received $35,148,247 from the legislature to provide 14,531 

residents attending private institutions — an average grant of $2,419.10  Each year in 

undergraduate degree or certifi cate-track programs, the state’s private institutions serve 

51,000 North Carolinians, while the UNC system serves 195,000, and the community 

colleges serve more than 268,000 residents (see Table 3).

In addition to these major need-based programs, the state of North Carolina funds 

numerous work force contingent fi nancial aid programs.  Work force contingent fi nan-

cial aid programs provide money for college in exchange for an individual’s commit-

ment to work in occupations where there is a shortage or in regions that have diffi culty 

attracting employees.  Sixteen such programs funded by the state provided a total of 

$27,549,156 to 4,230 students in higher education institutions in 2005.  While many 

of these programs, such as the Teacher Assistant Scholarship Program, are available 

to community college students, some, such as the N.C. Teaching Fellows Program, are 
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Table 4.  Groups Entitled to Tuition Waivers at N.C. Community Colleges

A. Full Tuition Waivers for N.C. Residents

 1. Volunteer fi refi ghters

 2. Local fi re department personnel

 3. Volunteer rescue and lifesaving department 
personnel

 4. Local rescue and lifesaving department personnel

 5. Radio Emergency Associated Citizens Team 
(REACT) members (a)

 6. Local law enforcement offi cers

 7. Full-time custodial employees of the Department 
of Correction (b)

 8. Employees of the Division of Community 
Corrections (b)

 9. Employees of the Division of Juvenile Justice and 
Delinquency Prevention (b)

10. Members of the N.C. State Defense Militia

11. Members of the N.C. Civil Air Patrol (c)

12. Individuals engaged in Civil Preparedness (c)

13. Patients in state Alcoholic Rehabilitation Centers

14. Clients of sheltered workshops

15. Clients of Adult Developmental Activity Programs

16. Students in Health and Human Services 
Development Programs (d)

17. Juveniles committed to Division of Juvenile 
Justice and Delinquency Prevention

18. Prison inmates

19. High school students taking college courses 
(Huskins Bill) #

20. High school students taking college courses 
(Concurrent Enrollment)

21. Students enrolled in Middle and Early College 
High School Programs

22. Students enrolled in Basic Skills (e.g., High 
School Equivalency)

23. Students enrolled in Human Resources 
Development Program (d)

24. Students enrolled in a Learning Laboratory (cur-
riculum program)

25. Trainees enrolled in Basic Law Enforcement 
Training with sponsorship letter (d)

26. Trainees enrolled in the New & Expanding 
Industry Training Program (e)

27. Full-time community college staff (f)

28. Senior citizens who are legal residents of N.C. and 
aged 65 or older

29. Elementary and secondary school teachers who 
take CPR or fi rst-aid classes

30. Any child, between 17 and 23 years old, who is a 
ward of the State (d)

31. Survivors, spouse and child, of a law enforcement 
offi cer, fi refi ghter, volunteer fi refi ghter, or rescue 
squad worker who was killed or permanently and 
totally disabled as a direct result of a traumatic in-
jury sustained in the line of duty (d)

B. Waivers of the Non-Resident Portion 

of Tuition (Non-Residents Who Are 

Allowed To Pay In-State Tuition)

32. Armed services personnel and their dependents

33. Members of the N.C. National Guard Unit

34. N.C. residents who lose their legal residence status

35. Members of families that were transferred to N.C. 
by business, industry, or civilian families trans-
ferred by the military

36. Out-of-state residents who work for N.C. employ-
ers (employer is charged in-state rate)

37. Refugees who lawfully entered the U.S. and are 
living in the state

38. Non-residents of the U.S. who have resided in 
N.C. for a 12-month qualifying period and have 
fi led an immigrant petition

39. A person lawfully admitted to the U.S. who satis-
fi ed the qualifi cations from a public school and has 
graduated

40.  A person sponsored by a N.C. nonprofi t entity who 
is lawfully admitted to the U.S. (g)

Notes:
 (a)  The REACT team must be under contract to 

a county as an emergency response agency 
enrolled in job-specifi c training courses

 (b)  Limited to positions that require certifi cation 
under the rules of the Criminal Justice and 
Training Standards Commission

 (c)  Limited to training courses directly relating 
to job performance and job title, and respon-
sibility must be included in a local Emergency 
Plan

 (d)  Individuals must meet program-specifi c eligi-
bility requirements

 (e)  Courses do not earn budget reimbursement 
from the General Assembly

 (f)  Limited to one curriculum or continuing edu-
cation course per reporting term

 (g)  Individual, employer, or sponsor must meet 
specifi c eligibility requirements

 # The Huskins bill is legislation from 1983 
named for former state Representative  Joseph 
P. Huskins (D-Iredell) allowing community 
colleges to offer classes not otherwise avail-
able to students free of charge in the 9th through 
12th grades at participating high schools.

Source: N.C. Community College System, 
Authorized Groups Eligible for Tuition and 
Fee Waivers — Quick Reference Guide.
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not.  Still others, such as the Prospective Teacher Scholarship-Loan, are competitively 

awarded based on academic merit — a process that usually precludes participation by 

community college students.

 2.  Tuition Waivers

Tuition Waivers are a tool that, while not unique to the community college system, 

are used as a form of student aid more often in community colleges than in other types 

of institutions.  Waivers are grants of free or reduced tuition for groups, such as volun-

teer fi refi ghters, that are identifi ed by the legislature or the State Board of Community 

Colleges as needy or deserving of special access to college.  The two main types of 

waivers are full tuition waivers or a waiver of the non-resident portion of tuition so 

that the student pays in-state tuition.

As of 2007, there are 40 groups entitled to receive some form of tuition waiver 

from North Carolina community colleges.  “It’s [worth] about $41 million a year,” 

says Briggs. “And that’s guaranteed access, because you don’t have to pay.”11  The 

community college system granted tuition waivers of one or both types to 25,434 stu-

dents in curriculum and non-curriculum courses in 2005–06, while the UNC System 

granted waivers to 1,522 that same year (see Table 4).

 3.  The Need-Based Teaching and Nursing Grant Program

The Need-Based Teaching and Nursing Grant Program was a program funded 

by the legislature for only one year using non-recurring state funds.  The legislature 

provided the community college system $500,000 for the year 2006–07.  The 2006 

budget conference report indicated that this was a start-up appropriation made with the 

intention that the program would be funded by the state lottery in subsequent years.12  

The program was intended to help the state address work force shortages in the fi elds 

of teaching and nursing.

Kathy Owens lost 

her job with Fruit 

of the Loom when 

the plant closed 
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College through 
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program
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In the fi eld of teacher education, North Carolina’s schools will need 953 more new 

teachers each year even to maintain current student-teacher ratios, much less improve 

them.13  Public schools must replace approximately 10,000 teachers every year due 

to resignation and retirement.14  North Carolina will need approximately 6,500 more 

graduates each year in order to address the state’s teacher shortage.15  Yet, for academic 

year 2005–06, all public and private North Carolina colleges and universities combined 

produced a total of 4,866 pre-licensure teaching graduates and completers.

In the fi eld of health care, North Carolina will have an estimated shortage of 

9,000 nurses in 2015 and almost 18,000 by 2020.16  For academic year 2005–06, North 

Carolina colleges and universities produced a total of 3,380 pre-licensure (not yet 

licensed to practice) registered nursing graduates.17  North Carolina will need roughly 

2,400 more graduates annually in the fi eld of health care.18  (For an in-depth discussion 

of these work force shortages, see John Manuel, “Help Wanted:  Community Colleges’ 

Role in Meeting Work Force Shortages,” p. 136.)

The Community College Teaching and Nursing Grant program provided $950 

annual grants for full-time students and $750 grants for part-time students in teach-

ing and nursing preparation courses.  However, the program ended after one year and 

more than 200 students who received the grants for one year of school did not receive 

funding for a second year.19

“We were able to serve quite a few students with that money,” says Wanda White, 

director of student development services for the community college system.  “That 

really should have been a recurring appropriation.”

 4.  Federal Student Loan Programs

Some community colleges in North Carolina participate in Federal Student Loan 

Programs.  According to an April 2008 report released by the Project on Student Debt, 

only 23 of the 58 institutions offer access to all of the need-based, low-interest loan 

programs offered by the federal government.  The Project estimates that 47 percent of 

North Carolina’s community college students have no access to federal loans — ranking 

Teresa Gale Johnson receives a Pell Grant to 

attend  Southwestern Community College 
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“There are ways in which more 

community colleges could offer federal 

loans to students.  But they will have 

to develop default management 

initiatives on their campuses.

”WANDA WHITE, 

DIRECTOR OF STUDENT DEVELOPMENT SERVICES, 

N.C. COMMUNITY COLLEGE SYSTEM

the state third-worst nationally.  North Carolina trails only Alabama and Georgia.  The 

Project on Student Debt says that failure to provide access to federal loans increases 

the risk that students will incur more debt by utilizing private loans with interest rates 

as high as 19 percent, rather than taking advantage of the subsidized federal loan rates 

which have interest rates not exceeding 6 percent.20

“A loan program is worth it because it’s access,” says Monty Hickman, the com-

munity college system’s associate director for fi nancial aid.  “But participation is a 

tradeoff,” adds Briggs.  The two go on to explain that most North Carolina community 

colleges do not participate in all federal government student loan programs because 

a high default rate on the loans would put the schools at risk of losing access to Pell 

Grants and all other federal aid programs.  Any institution whose student loan default 

rate reaches 25 percent for three consecutive years will lose access to all federal aid 

programs for students.  For most of the community colleges, the risk of the sanction 

outweighs the potential benefi ts of offering the loans.

“I feel that community colleges do need to participate in federal loan programs,” 

says Vickie Call, fi nancial aid director of Wilkes Community College.  “But, we obvi-

ously do not want the default rate to affect us, causing us to lose access to the federal 

fi nancial aid programs.”

“There are ways in which more community colleges could offer federal loans 

to students,” says Wanda White. “But they will have to develop default management 

initiatives on their campuses.”

Most colleges with federal loan programs have default management initia-

tives — programs that educate students on how to manage, defer, and repay student 

loans.  U.S. Department of Education guidelines suggest that institutions provide 

entrance and exit counseling for students, fi nancial literacy training for borrowers, 

counseling for those most at-risk for default, and many other campus-based tools to 

ensure lower default rates.21

The state agency responsible for managing most student aid 

in North Carolina is willing to help community colleges solve 

this problem.  “The State Education Assistance Authority will 

be happy to serve as a resource for our community colleges in 

North Carolina in developing default management programs for 

campuses to use,” says Steve Brooks, director of the authority.  

“We have good experience in the area as a guarantor of federal 

loans, and I believe that we can offer solid advice and support 

under current law.”

Robert B. Archibald, a professor of economics and a for-

mer director of the Thomas Jefferson Program in Public Policy 

at the College of William and Mary, in Virginia, explains that 

higher default rates are to be expected at community colleges 

because the institutions have higher dropout rates.  Archibald writes, “Students who 

think they have the ability to go to a four-year college, but who do not perform well in 

high school, use [community colleges] to demonstrate that they are worthy of admis-

sion to a four-year college.  Because many of the behavior patterns responsible for 

poor high-school performance stick with those students, their failure rate at community 

colleges is quite high.  Still, a signifi cant number of students do go on to four-year 

institutions.  The high loan defaults at two-year institutions then are simply a cost of 

having a system that offers second chances [emphasis added]”22 (see Table 5).

 5.  The North Carolina State Child Care Grant

The North Carolina State Child Care Grant is a need-based program funded by 

the legislature that provides child care services to benefi t community college students 

who also are parents.  The services are locally controlled and managed by individual 

institutions.  To be eligible, students must enroll at least half-time in a community 
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Table 5. Student Loan Default Rates 

for N.C. Public Higher Education Institutions

 Participating in Federal Loan Programs

   

  2005 Student Loan

 N.C. Community Colleges Default Rate (%)

 1. Roanoke-Chowan Community College 10.9%

 2. Davidson County Community College  10.8

 3. Bladen Community College  10.1

 4. Guilford Technical Community College  9.7

 5. Lenoir Community College  9.1

 6. Martin Community College  8.6

 7. Fayetteville Technical Community College  6.7

 8. Southeastern Community College 5.4

 9. Robeson Community College  5.2

10. Sampson Community College  4.3

11. Wake Technical Community College  3.9

12. Halifax Community College  3.7

13. Western Piedmont Community College  3.7

14. Gaston College   2.9

15. Carteret Community College  2.6

16. Asheville-Buncombe Technical Community College  2.6

17. Wilson Technical Community College  2.5

18. Craven Community College  2.2

19. Surry Community College  2.2

20. Vance-Granville Community College 2.1

21. Caldwell Community College & Technical Institute 1.7

22. Pitt Community College  1.7

23. Cape Fear Community College  1.5

24. Haywood Community College  1.3

25. Johnston Community College  1.2

26. James Sprunt Community College  1.1

 University of North Carolina Institutions

 1. Elizabeth City State University  11.3%

 2. Fayetteville State University  11.2

 3. North Carolina Agricultural 

 & Technical State University 10.2

 4. North Carolina Central University  9.2

 5. Winston-Salem State University  5.0

 6. Western Carolina University  3.6

 7. University of North Carolina at Pembroke 2.9

 8. North Carolina School of the Arts 2.9

 9. University of North Carolina at Wilmington 2.8

—continues
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Either the United States will destroy 

ignorance or ignorance will destroy the 

United States.

– W.E.B. DUBOIS, 

THE SOULS OF BLACK FOLK, 1903

college curriculum program and make satisfactory academic progress.  Funds in the 

program do not go directly to students, but are made as payments to local child care 

vendors.

The goals are to increase access to a college education for parents with young 

children and to lower the odds that a student will not fi nish a program of study.  

Wanda White, director of student development services for the community college 

system, says, “If there is money for child care programs, students will graduate 

sooner, enter the work force sooner, and the number of people on public assistance 

will decrease.”

One recipient of the Child Care Grant is Sarah Haldeman, 

27.  The Sanford resident was a newly-divorced single mom 

when she decided to enroll in Sandhills Community College.  

“I have a 7-year-old and an 8-year-old,” Haldeman says.  “I 

had been an assistant manager for Dollar Tree and had done 

retail for awhile.  With the hours working retail, I couldn’t fi nd 

anyone to watch the kids.  Plus, I needed insurance and a way to 

pay for college for my two kids.  The motivation for going back 

to school involved a lot of fi nancial reasons, plus I wanted more 

time with them and to give them and myself a better future.”

Haldeman enrolled in Sandhills’ early childhood develop-

ment program in fall 2004.  A year later, she switched to elementary education because 

she saw more job opportunities in that fi eld.  She received her associate’s degree 

in December 2007.  Her grade point average is 3.94, and she has been admitted to 

Fayetteville State University for the spring 2008 semester.  She plans to continue her 

education there, working toward a bachelor’s degree in elementary education.

In 2005–06, the child care program cost $1,792,533 and benefi ted 1,146 com-

munity college students like Sarah Haldeman across the state.  In addition to the 1,146 

students served by the program that year, 1,396 students applied and met qualifi cations 

Table 5. Student Loan Default Rates 

for N.C. Public Higher Education Institutions

 Participating in Federal Loan Programs, continued

10. University of North Carolina at Asheville 2.1

11. University of North Carolina at Greensboro 2.0

12. University of North Carolina at Charlotte 1.4

13. North Carolina State University  1.2

14. East Carolina University  1.1

15. Appalachian State University 0.6

16. University of North Carolina at Chapel Hill 0.2

  2005 Student Loan

 University of North Carolina Institutions Default Rate (%)

Source:  U.S. Department of Education 2005 student loan cohort default rate database, released Sept. 10, 2007.  
On the Internet at http://www.ed.gov/offi ces/OSFAP/defaultmanagement/cdr.html.  The 2005 default rates 
represent the percentage of borrowers at each school in the Federal Family Education Loan and William D. 
Ford Federal Direct Loan programs who began loan repayments between October 1, 2004, and September 
30, 2005, and who defaulted before September 30, 2006.  This table does not necessarily refl ect the list of 
schools that currently participate in federal loan programs because to be listed in the database, a school 
must have had at least one borrower in repayment any time between October 1, 2002, and September 30, 
2005, and the school must have had cohort loan default rate calculated to be found in this database.
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for the program but were not served because the program lacked 

suffi cient funding.

Representative Deborah Ross (D-Wake) introduced legisla-

tion in 2007 to increase funds for the child care grants, but the 

budget remained at $1.9 million.23  “Many community college 

students are working adults who would not be able to further 

their education and skills without child care,” says Ross.  “This 

is true particularly for single mothers.”

 6. The Dreamkeepers and Angel Fund Emergency Financial Aid

The Dreamkeepers and Angel Fund Emergency Financial Aid programs are a 

national pilot project that offers emergency funds to community college students 

facing fi nancial crises that could force them to drop out of school.  The programs 

are managed locally but administered by two national organizations, the American 

Indian College Fund and Scholarship America.  Both efforts are operating in the third 

year of a three-year grant from the Lumina Foundation for Education of Indianapolis, 

Indiana.

The project is functioning at 37 community and tribal colleges across the coun-

try.  Three of those 37 — Durham Technical Community College, Martin Community 

College, and Wayne Community College — are North Carolina community colleges 

that participate in Lumina’s Dreamkeepers project.  The three North Carolina colleges 

were chosen because they enroll large numbers of African American and low-income 

students, groups that have historically low college completion rates.  Colleges in 

the project are allowed to design their emergency aid program to offer grants and/or 

loans in a manner that best meets the needs of their students.  The colleges also must 

provide data for the project’s evaluation, effectively administer the program, and raise 

matching funds (see Table 6).

“Many community college 

students are working adults who 

would not be able to further their 

education and skills without 

child care.  This is particularly true 

for single mothers. 

”REP. DEBORAH ROSS (D-WAKE)   
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Table 6.  Dreamkeepers and Angel Fund Emergency Financial Aid: 

Characteristics of Award Payments and Recipients at Colleges 

in North Carolina, January — December 2005

Location 

Durham 

Technical 

Community 

College, 

Durham 

Martin 

Community 

College,

Williamston 

Wayne 

Community 

College,

Goldsboro 

Number of awards 33 23 50

Number of recipients a 29 22 50

Female 72.4% 68.2% 76.0%

Male 27.6% 27.3% 24.0%

African-American  69.0% 59.1% 70.0%

Native American  0.0% 0.0% 4.0%

White 27.6% 36.4% 26.0%

Multi-racial  3.4% 0.0% 0.0%

Number of students receiving 

 multiple awards
4 1 0

Minimum aid received  $36 $50 $83

Maximum aid received $2,286 $600 $400

Average aid received  $744 $290 $206

Reasons for requesting aid b 

 Books 6.1% 13.0% 22.0%

 Child care 6.1% 0.0% 0.0%

 Housing 48.5% 17.4% 42.0%

 Meals 9.1% 0.0% 2.0%

 Transportation 39.4% 34.8% 32.0%

 Tuition 3.0% 17.4% 0.0%

 Other 60.6% 17.4% 4.0%

Notes:  MDRC calculations based on data collected by Scholarship America.  Calculations for 
this table used available data for those students who received a Dreamkeepers grant from 
their respective college.  The Scholarship America database does not include records for those 
students who applied but were denied funding.  The database contains records on payments 
made between 01/03/2005 and 12/15/2005.  Percentage totals may not add to 100%.

 a Differences between the number of awards and recipients are attributed to some students hav-
ing received multiple payments.  The row “Number of students receiving multiple awards” 
indicates to whom this applies.  Percentage totals may not add to 100% because of missing 
data.

 b Percentage totals may exceed 100% because students may request Dreamkeepers aid for 
multiple needs.

Source: Lande Ajose, Casey MacGregor, and Leo Yan, with Michael Pih, Emergency Financial 
Aid for Community College Students: Implementation and Early Lessons from the Dream-
keepers and Angel Fund Programs — Interim Report, MDRC, New York, N.Y., Feb. 2007, 
pp. 9–10.
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The three goals of the national project are “to support the development of an 

infrastructure to offer emergency fi nancial aid at the participating colleges; to learn 

whether and to what extent emergency assistance helps students stay enrolled in col-

lege; and to promote the long-term sustainability of an emergency aid program at the 

participating colleges.”  The project is being evaluated by MDRC (formerly Manpower 

Demonstration Research Corporation) of New York City and Oakland, California, a 

nonprofi t, nonpartisan social policy research organization.  MDRC’s interim evalu-

ation was released in February 2007, and its fi nal report will be available in Spring 

2008.24

The interim evaluation, which found that the programs were successful at provid-

ing emergency assistance to students, primarily focused on ways to improve imple-

mentation and management of the programs.  The interim report had only one year of 

data available to evaluate.  For that one year (2005), the pilot project made 106 awards 

to 101 North Carolina students totaling $41,522 at the three participating community 

colleges in the state.

Since community colleges serve a disproportionate share of working poor stu-

dents, unanticipated fi nancial setbacks such as a car repair bill or a medical expense 

can negatively impact a student’s ability to complete a program of study.  Says Briggs, 

“We’ve heard lots and lots of testimonies from students with fi nancial aid packages 

that if something changes — their car breaks down, and they get a $500–$1,000 repair 

bill, or if it means they have to choose between groceries and school — they stop-out 

of school.”

Vickie Call, the fi nancial aid director at Wilkes Community College, agrees that 

emergency fi nancial aid can make a difference.  “We have had several students en-

rolled here that have lost their jobs due to plant closings.  The unemployment that 

they are drawing may, and often does, run out before they can fi nish their degree and 

graduate.  Sometimes they may only need two or three months of help and then they 

will graduate.  Emergency funds would help these students graduate and give them 

hope of getting a new job and starting a new career.”

 Staffi  ng of Community College Financial Aid Offi  ces

The legislature’s 2006 budget added one staff member to the student services 

division at each of the state’s 58 community colleges.  Financial aid offi ces at each 

institution are located in these divisions.  The legislature recommended but did not 

require that the positions be placed in each school’s fi nancial aid offi ce.

“Some schools, however, did not get to take advantage of this new money to hire 

fi nancial aid staff because of greater needs or priorities in other areas of [student] 

service,” says Call.  “Now with new fi nancial aid programs being added and increased 

needs for verifi cations, the workload in fi nancial aid keeps increasing.”

Conclusions and Recommendations

In order to maintain and expand access to the state’s community colleges for low-

income North Carolinians, the North Carolina Center for Public Policy Research 

makes the following recommendations based on our research:

(1) The N.C. General Assembly should appropriate additional funding for 

the N.C. Community College Grant Program so that more community college 

students have access to fi nancial aid.  The Center recommends that the maximum 

grant be raised to $1,250 per year, an amount that would allow the working poor 

to qualify for grants and an amount more closely correlated to the average cost 

of in-state tuition and fees at community colleges.  

The N.C. Community College Grant Program, started in 1999, is the state’s 

primary higher education, sector-specifi c need-based grant program for community 

Education is 

not the fi lling 

of a pail,  

But the lighting 

of a fi re.

– WILLIAM BUTLER YEATS
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c ollege students.  In 2006–07, a total of $10,463,547 in state funds was awarded 

through the program to 12,641 community college students.  With the goal of serv-

ing 15,000 students at up to $1,250 per year, the legislature should raise this appro-

priation to $18,750,000.  By contrast, the state’s companion aid program for public 

universities, the UNC Need-Based Grant, served 33,929 students in 2005–06 with an 

appropriation of $58,071,081, an average of $1,712 per student.  That same year, a 

parallel program for private colleges and universities in North Carolina, the need-based 

State Contractual Scholarship, received $35,148,247 from the legislature to provide 

14,531 residents attending private institutions with an average grant of $2,419.  Each 

year in undergraduate degree or certifi cate-track programs, the state’s private institu-

tions serve 51,000 North Carolinians, while the UNC system serves 195,000, and the 

community colleges serve more than 268,000 residents.  As a matter of fairness and 

effi ciency in encouraging students to further their education, the average appropria-

tion for community college students should be closer to the amount granted to public 

university students.

The new N.C. Education Lottery Scholarship and the new state EARN Grant 

are providing additional student aid for North Carolina community college students.  

However, the N.C. Community College Grant is the program best designed meet the 

needs of community college students, and it has fallen behind in funding relative to 

the state’s parallel programs for public and private colleges and universities.

Many of the students served by the N.C. Community College Grant Program do 

not qualify for traditional aid programs such as Pell Grants, which are the baseline 

federal program to serve the nation’s neediest students.  This is because as working 

community college students, they earn too much money to get help but too little money 

to afford school.  Kennon Briggs, vice president for business and fi nance for the N.C. 

Community College System, says, “Financial aid eligibility formulas do a disservice to 

the working poor.  People who work make a little too much to get a Pell Grant.”  This 

would ensure that the working poor of North Carolina have access to the fi nancial aid 

they need to acquire the skills necessary to succeed in our changing economy.

(2)  The N.C. General Assembly should move to put the Community College 

Grant Program on more solid fi nancial footing by shifting its funding source from 

escheats to the state’s General Fund.

The Community College Grant Program is funded in North Carolina with es-

cheats, a source of funding that is unstable and may not be able to sustain current or 

future funding levels.  The state’s escheats account is comprised of abandoned and 

unclaimed money and property — for example, money that is left in safe deposit boxes.  

This type of funding is not stable because the total receipts for the state’s escheats 

account varies greatly from year to year.  In fi scal year 2002–03, total receipts for 

the account were $72.5 million, and in fi scal year 2006–07, total receipts were $159 

million.  The interest earned on the account varies greatly as well.  In 2002–03, the 

interest spent for student aid programs was $36.4 million, and in 2006–07, the inter-

est was $22.7 million.  The stability of escheats funding worries community college 

administrators.  “It’s all escheats, and that’s a concern for us,” says Kennon Briggs, 

vice president for business and fi nance of the N.C. Community College System.

Currently, the state’s escheats account is being used to fund six different stu-

dent aid programs:  The Community College Grant Program, the Child Welfare 

Postsecondary Support Program, the Education Access Rewards North Carolina Grant, 

the Millennium Teaching Scholarship Loan Program, the UNC Need-Based Grant, 

and the state’s Veterans Scholarship.  The escheats account will not be able to meet 

projected funding needs.

The provision of the state budget that funds these six programs with the escheats 

account allows the programs to spend the interest generated by the State Treasurer’s 

investment of the escheats as well as some of the principal — the actual escheats — as 
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long as the balance of the escheats fund does not dip below $400 million.  Prior to 

fi scal year 2003–04, only interest earned on the account was spent, but since then, the 

state has used principal and interest from the escheats account to fund student aid.

The stability of the escheats fund and its sustainability in meeting current and 

future funding levels needs to be considered in light of two factors.  First, even though 

the balance of the escheats account has increased in each of the last 10 years, the 

amount of interest spent on student aid from the fund has decreased during each of 

the last three years:  In 2004–05, the interest spent totaled $27.3 million; in 2005–06, 

$24.7 million was spent; and in 2006–07, $22.7 million was spent.  Second, the $400 

million fl oor may be too low to sustain current and future funding levels.  If the prin-

cipal of the escheats account is reduced to $400 million as allowed, it would only be 

possible to generate the average amount of escheats interest spent on student aid for 

the last three years if the annual investment earnings exceeded 6.2 percent.  The 10-

year average of earnings on the fund is 6.04 percent.

The North Carolina General Assembly should move to put the Community 

College Grant Program on more solid fi nancial footing by shifting its funding source 

from escheats to the state’s General Fund, a more stable and predictable source of 

funding.

(3)  (a) The N.C. Community College System and the State Education 

Assistance Authority should help community colleges develop default manage-

ment initiatives so that they can participate in federal student loan programs.  

(b) The N.C. General Assembly should provide the funding and personnel for the 

state system and local community colleges to develop successful default manage-

ment programs.

All community college students in North Carolina should have access to federal 

loan programs.  The loans often provide access to higher educational opportunities for 

students who are otherwise ineligible for need-based aid.  “A loan program is worth it 

because it’s access,” says Monty Hickman, the community college system’s associate 

director for fi nancial aid.  When students do not have access to federal loan programs, 

they may “resort to riskier, more expensive forms of debt, such as credit cards or pri-

vate student loans, when they need help bridging the gap between available grant aid 

and college costs,” according to the Project on Student Debt.25

Currently, only 23 of the 58 community colleges in North Carolina offer access to 

all of the need-based, low-interest loan programs offered by the federal government.    

Many community colleges do not participate in all federal government loan programs 

because a high default rate on the loans would put the schools at risk of losing access 

to Pell Grants and all other federal aid programs.  Community colleges need to develop 

default management initiatives, including entrance and exit counseling for students, 

fi nancial literacy training for borrowers, counseling for those most at-risk for default, 

and many other campus-based tools to ensure lower default rates.

At some institutions, loan vendors have provided default management training for 

students.  However, new federal guidelines have altered the relationship between loan 

vendors and colleges, and loan vendors are no longer going to provide assistance on 

default management training.  States are going to have to assume this role.

The state agency responsible for managing most student aid in North Carolina 

is willing to help community colleges solve this problem.  “The State Education 

Assistance Authority will be happy to serve as a resource for our community colleges 

in North Carolina in developing default management programs for campuses to use,” 

says Steve Brooks, director of the Authority.  “We have good experience in the area as 

a guarantor of federal loans, and I believe that we can offer solid advice and support 

under current law.”

The North Carolina Community College System President needs to determine 

and request the system personnel and appropriation that would be needed to provide 
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 adequate assistance and expertise to local community colleges so that all 58 commu-

nity colleges are able to develop default management initiatives for students.  Once 

that is done, the General Assembly should provide the funds to ensure that all com-

munity college students have access to federal student loan programs.

(4)  The N.C. General Assembly should increase the annual appropriation to 

the N.C. State Child Care Grant Program.

This fi nancial aid grant program is a need-based program that provides child 

care services to community college students who also are parents.  To be eligible, 

students must enroll at least half-time in a community college curriculum program 

and make satisfactory academic progress.  Payments are made directly to local child 

care vendors.

In 2005–06, the child care grant program received $1,792,533 in state appro-

priations, and it served 1,146 students, an average grant of $1,564 per student or 

$174 per month for child care assistance.  According to the N.C. Division of Child 

Development, the cost of child care across the state in 2007 varied between $214 

and $1,009 per month depending on location, level of care, and age of the child.26  

The 2007–08 budget passed by the N.C. General Assembly adopted the Governor’s 

recommendation for increased funding for this program, raising the appropriation to 

$1,923,016 for fi scal year 2007–08.  House Bill 391 of the 2007–08 legislative session, 

introduced by Representatives Deborah Ross, Margaret Dickson, Angela Bryant, and 

Jean Farmer-Butterfi eld, would have increased the annual appropriation for the child 

care program by $2,100,000.  “Many community college students are working adults 

who would not be able to further their education and skills without child care,” says 

Ross.  “This is particularly true for single mothers.”

In 2005–06, when 1,146 students were served by the child care grant program, 

an additional 1,396 qualifi ed students applied for the program but were not served be-

cause the program lacked suffi cient funding.  The N.C. General Assembly should meet 

this need by appropriating $4 million for the N.C. State Child Care Grant program so 

that all qualifi ed applicants can receive child care assistance.  Wanda White, director 

of Student Development Services for the community college system, says, “If there 

is money for child care programs, students will graduate sooner, enter the work force 

sooner, and the number of people on public assistance will decrease.”

***

State-funded, need-based fi nancial aid to community college students is an area 

of North Carolina’s fi nancial aid policy that has received less attention than the provi-

sion of aid to traditional students in four-year colleges and universities.  Many existing 

state aid programs are designed to alleviate work force shortages by providing money 

for college in exchange for an individual’s commitment to work in occupations where 

there is a shortage or in regions that have diffi culty attracting employees.  While many 

of these programs, such as the Teacher Assistant Scholarship Program, are available to 

community college students, some, such as the N.C. Teaching Fellows Program, are 

not.  Still others, such as the Prospective Teacher Scholarship-Loan, are competitively 

awarded based on academic merit — a process that usually precludes participation by 

community college students.  Most community college students who need fi nancial as-

sistance were not high academic achievers in high school or are not coming directly to 

college from high school.  Financial aid programs that best serve community colleges 

take into account the facts that the demographics of the student population are not the 

same as at traditional colleges and that students receiving aid typically are those not 

given an opportunity to attend the state’s four-year institutions.

“The state is making great strides in serving graduating high school students,” 

says the community college system’s Kennon Briggs.  “But it is not doing enough for 

the working poor, and that’s really who we serve in community colleges.”
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