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BASIC EDUCATIONAL OPPORTUNITY GRANTS—
FAMILY CONTRIBUTION SCHEDULE, 1975-76

MONDAY, SEPTEMBER 30, 1974

Housk oF REPRESENTATIVES,
Sercian Suncoanmrre o8 EvucatioN
o puE COMMITTEE ON Epveation axp Lanor.
Washington, D.C.

The specinl subcommittee met at 9:35 a.m.. pursuant to notice, in
room 2261, Rayburn House Office Building, Hon. James G. O’Hara
(chairman) presiding.

Present: Representative O'1ara. 4

Present nl=o: Jim Harrison, staif direetor: Webster Buell. counsel 3

Cnora Teets, clerk; Bonnie Stricklin, assistant clerk; and Robert C.
Andringn, minority staff director, ,

My, O'Hara, The speeinl subcommittee will come to order.

Today the subcommittee will begin its consideration of 1louse Reso-
Tution 1396, a resolution which T introduced on Thursday last week,
disapproving the proposed family contribution schedule under the
basie grant programs.

[The text of H, Res, 1396, the bill under consideration, is as

follows:
] {H, RES. 1396, 934 Cong., 23 sess.)

Resalved, That the House of Representatives, in the exercise of itz authority
under sectivn 411(n) (3) (A) of the Higher Education Act of 1085, us awended,
disapproves of the proposed family contribution schedule and regulations sub-
mitted to the House on July 3, 1974, and as modified on September 23, 1974, by
the Commissioner of Education,

~Mr, O'Hana, The proposed schedule for 1975-76 was submitted to

the Congress in its completed form on September 23 by letter from
Commizsioner Bell to me. The letter contained modifications which
the Oflice of Iducation proposes to apply to the current year's schedule
which was printed in the Federal Register on July 2 for public
accounting,

I am happy to have this proposed schedule, and I ask unanimous
consent; and without objection, the proposed schedule and corre-
spondence regarding it will be printed at this point in the record.

[ The documents referred to fullow:]

(1)
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DEPARIMENT aF HEALYN, BhreamoN, AND WirLFARR
Otfive of Badueation
143 CFR Yart 3a0)
RANIU FDUCATIONAL QPPORTUNITY GRANT PERGHRAM
Rapeeted Pamily Contribation for 1075 1556 Aeanhonie Yenr

arsuant 10 the mithority contained in the subpart 1 of part .\ of Title IV of
e Righer Education et of 5 as amended (20 TUR.C, 10500) notice s herehy
given thet the Comaissloner of Edueation, with the approval of the Neeretr)

of Jienlth, Education, and Welfare, nropores to isxue the following regulntions
us an amendment to 45 CFIR IPart 100, covering the basly fu1 determining the

“exprected fmily contrilmtion of both dependent and independent students Tor

aendemic year 1935-36, The regulations appenr below in thewr ontirety.

These reguhitions are helng submitied for pablic camamein ond revieas by hoth
Houses of Congress i advabee of the Februney 1 deadline spociiled In xection
11 of the Higher Xdueation Aet of 10685 ax amended (20 TR, 10700 ) ) 8o
thut review of the Sehedules may be eompleted vartier than May 1, which ix the
date liated in the statute,

11 ix the apindon of the Commissioner that the May 1 deadline for Congres-
siond action does not permit stodentx, parentr, and cduentionn] {nxtivatfoix
safficient time to make effective decistons cottcerning the packaging of student
finuneial aJd resources. This opinjon is alxo shaved by the House Speecial Nab-
commlitice an Education, and jegislation has been introduved which, [ sdoptel
wonld require that the Commissioner subit the Family Contaibutio: Rehiedui, x,
to he uxed for Fisen) Year 1976, no lnter than July 1. 1974, and would give the
Congress nntil October 1, 1974, 1o review the proposed Sehedules, Although this
‘pgislntion has not yet been enacted into law, the Commisxioner has textified in
support of 1t and is suhmitting the Family Contribution Schedualea at this time,

The Nehediles submitted for uxe in nendemie year 19779-7¢ are identieal to
thoxe In wee during academie year W54=75. It is renlized that changes In-the
Fumily Conteibution Schedules will need to he considered as comments arve
recelved Ly the Othive ot Education on the baxls of experience gained regarding
the effeet of the Sehedules during neademie year 1474-35.

Interested persons are invited to submit written conunents, suggestions, or
objections regarding the proposed rules to Mr. Peter K, U, Volgt, Director, Divi-
slon uof Basie Grants, U8, Otlice of Eduention, Roe,a 8678, ROB-3, 400 Maryiand
Avenue, SW, Washington, D.C. 20202, Al relevant material received on or hefore
September 3, 1974, will be considered. Comments received will be available for
puldle fuxpection at the ahove office Monday through Friday between 8 a.m. and
4:30 pam.

(("uml.!uz:nv of Federal Domestle Assistnnee Prograus Number 13.539, Basje Yain-
entional opportanity Grant Program)

ated: June 18, 1974, ;
Pereg P MUIRNIEAD,
Acting U.S, Caommissioner of BEducation,
Approved : June 26, 1074,
Casrar W, WEINBERGER,
Seerctary of Health, Education, and Welfare,

1t ix proposed to amend Subparts C and 1) of 45 CFR Part 190 to read as xet
furth Lielow,

snbpnrt C—Expected Family Contribution for Dependent Students
Rier, »
190,31 Indieators of finaneial strength.
10032 Noecial definitions, ,
10033 The expocted fumily contribution for dependent students from parents

income,

190.34  Computation of expected contribution from the students effective income,
10025 Computation of standard expected contribution from parents’ nssets,
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LS Compmtation for eypeeted eonteintion from purenis’ invoe winl axeels,
adiusted or numd ek of Mandly members attending nstitntions of Pusi
secehdary educniion,

WG Campoattien of expected contribution fromn the student’s parets,

IS Computation of the total eXpected tamily contribaion. .

Rubpurt C=Experted Fanlly Conteibtion for Dependent Students

§19031 Indicators of financial strength.

“Rxpected fawily contribution” with respeet to ench depondent stadent meians
the amount which the family of that student way reasonably be expected o
comribnte Toward the cost of hisx edvention for an academie year, Ench of the
Tollawing elementx of financial strength will be consjdered in determining the
Tanply contribition for dependent students:

1 The sunonunt of the effective income of the xindent,

e The wmount of the elfective Income of the student’s parentixs).

w3 The number of dependents of the student’s parent is).

s The mwnber of dependents of the stadent's parent (3) whe are in attend-
anve, ol at least o halftime basks, in o program of postsecondary education,

e The amennt of ansetsof the student,

1) Fhe amonnt of axsers of the student's porent (),

) Uansial expensex of the stwvlent nnd the unusund expensex of the student’s
PRTORT AR, Xnch nnusnal expenses xhall be Hmited to medicnl and dental expenses
nd expenses aristng from eatastrophe.

v “The adldivional expenses incurred §n providing an ancome when two par-
ents e asployed or when n family s headed by o single parent,

VR0 TN, J0500) 13 1B i)
§190.32 Special definitions,

Fur purpeses of 1hisx subpart ;

e tAnnunl adjusted family incomse” for any bhase year means the sum
of the Tollowing: Adjusted gross income ax detined in section 62 of the Internid
Revetme Code of the student's parents, whether or not the parents file an in-
cole BN Peturn, investmient ncome of the student’s parents upon which no Feidl-
eral ineane X s required to be padd such as interest on municipal and State
butds, other income of the parents upon which no Federal Income tax I8 required
To be quhd such ax child sapport payments, income of the parents receivi
under jhcogie mpintonnnee programs including welfare benefits, soclal xeeurity
henefits paid o the student’s parents except those eduentional benefits paid on
wreonnt of the sindent or other members of (he student's family, and Veternn's
benetits paid o the student's parents except these educativnal benefits paid on
neeount of the student or other members of the student’s family under Chapter 33
of Title 38 of the United States Code,

27 In the ease of the student whose pavents are divoreed, or are separated
and file separate retmens for Federal income tax purposes, only the income as
doxeribad {n subparngraph (1) of paragraph (a) of this section of the parent
who pravides more than ane-half of the student’s support for the base year shnll
he consbderad in determining the annual adjusted family income. If no parem
provides wore than one-half of the support of the student, only the income ax
desertbed in subparagraph (1) of paragraph (n) of this sectlon of the parent
who provides the grenter amount of that student’s finaneinl support in the lase
year shall be considered in determining the annnal adjusted fomily income.

t$) In the cnse of the student whose parents are married, and not reparated
and file separate returns for Federal jncome tax purpoges, the Income as de-
acrfhed in subparagraph (1) of paragraph (n) of thix section of hoth parents
shitll be combined to determine the annual adjusted family income for that
rtudent,

(h) “Assets” means caxh on hand including amounts In checking accounts,
savings aceemnts and trusts, the current market value at the time of appteation
of stucks, honds, any other recurities, real estate, home (If owned), income
producing property, Imsiness equipment and business inventory which are held
by the student’s parents.and by the student.

ter “Rase year” meanx the tux year for which information s requested by the
Commissioner for the purpose of determining family jncome,
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) “Dependent student™ means any student who does not qualify us an
Independent student as dellped in § 100320),

1) “Effective invome 01 the student” meads any amonht paid 1o or on account ;
of the atudent under the Seelal Security Act which would not be paid if he were
nnt @ »tudent, Le,, under seetion 20214) o Hitle 11 of the Sovinl Neeurdy Act, 42 .
TR, u2d), and ope-half of any amount paid the student under chapter :

. 33 of e 35, United Ntates Cod 1 Veterans Eduentivnal Assixtonce—-38 U,8.C,
1851 et xeq.) and chapter 33 of title 38, United States Cade, War Orphans’ and
Widows™ Bduention Assistinee—38 TR, 15700 e 300.), The amount of the effee
Hve gpeame of the student Ix the mmount to be received dueing the neademie
yeir for which Barle Grant assistunce I3 requested,

120 TR0 10700 () 13) B iliy)

) CEffevtive family fnvome” of a student’s parents means the annunl ad-
Justed family dncomu recoived for the base year minus the Federal income tax
paid v payable with respect to xuch Income duriby the base year, f

10 TR, TTon a3 B dii) :

) “Emploament expenses offael” means an allowanee 1o eet eXpenses :
reladleg fo omayinent Where both parents are employed oF whore obe parent
AuAlities 1x o AVIving xapouse or ay hend of 3 howschold under section 2 of the :
Internn) Reveane Codle, !

M) “Expenres arising from entastraphe”™ means thoxe types and sunounts of
ety Jonses which may Le dedacted under section 1051¢) (3) of the nternal
Revebue Code which were fncurred during the hase year by the stadent, thwe
Parents of the student and the parents’ dependedis,

20 U8 1070 0a) (3) A DY)

Al Fumily sige offrer” meams an allowanee o oeel sybsistedee expenses
invlnding feod, shelter, clothing. and other bazie needs o a family. For pur-
peses of this part the *Welghted Average Threshold at the Low Income Level,”
ax develaped by the Socll Security Administeation shall be used ax a bass to
determine the amount for the family size offsel, , ;

) “Federal ineome tax” means the fax on income padd to the U.8, Govern- i
ment under chapter 2 of the Internal Revenue Code nnd the tax on income paid ;
to the Governments of I'uerto Rico, Guam, American Samon, the Virgin Islands,
and the Trust Tersitory of the Pacifie Islands under the laws applicable to those
jurisdictions, )

120 TLR.C, 10708 (a) (3) (B) UID)) ;

(X) “Medical expenses” means those types of medicnl and dental expenses,
execodt preminms for medical insuranee, that may be deducted under sectior 2138
of the Internal Revenue Code which were incurred during the base year by the
student, the parents of the student and the parents’ dependenty.

(1) "Net assets” means the current market value of the umsets included in
paragraph (b) of this section, minus the outstanding liabilities (indebtedness)
aEainst xuch assets at the time of applieation,

m) “Parent” means the mother or father of the student, unless any other
porson, except the student’s xpouse, provides more than one-half of the student’s
support and claims or is eligible to claim the student as an exemption for Fed-
ern) Income tax purposes for the base year, in Which case such person shall he
vomsidered the parent,

(n) "Ntudent’s parents’ dependents” means any of the following personx for
whom the parents provide or will provide during the ealendar year in which the
student applies to have his expected family contribution determined more than
one half of support: (1) Any other children of the student’s parents; (2) any
uther persoax related to the student's parents by blood or marringe; or (3) any
person living with the parenrs,

(20 U.N.C. 1070a(0) (3) (1B) unlesg otherwise noted)

8 190}.33 The expected family contribution for dependent students from parcnts’
income.

The expected family eontribution for dependent students from parent’s income
fur each grant xhatl he an amonnt determined in the following manner:

(1) Determine the effective family inconie of the student’s parents,

(1) Add to the amount determined In paragraph () of this section the offec-
tive fncome of the student attribmtable to the dependentx of the student who is
A veterah,

ier Dotermine diseretionary Income hy deducting from the amount ealenlated
in paragraph (b)) of this xection the following:

Q ) . 9
ERIC '
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{1) Fumady wize afaet, A famil) wize oisel i3 the nmount specified in the fol-
Jowling table. Fannily size ineIndes the student, 1e student’s pivents and the stas
Vent'n parentr’ dopendents 3 the parents are divoresd or sepuented, family sixe
ahall Inelude the student and any payent whoe income is taken into neeount for
the purpuee of computing the annunl 'uili‘xmta.id, zrfn-m‘l%l‘v income and that purent’s
dependents,

Fumily »ize offscts

Famlly simes: Dollor (amonnt)
2 S G GWOWE TR ® WP WS S TS e g .- =nm
: hhhh PR ER T E DL R T Y X 3 - ar - W W W M W v - S&w
L J—— 4850
by Y - N - - — \ - D0
“‘ - - - L o, _ - - mm
7 - - - . L L - Ty T W ‘m)
h - e . -y Ry 3t A WD e Sy O A P O ‘7(“)
1 UV, wnw  NJ0O

M o emm e e e e e 000
b b OV, - ' PN
1 S — - —————————————— ~= 1400

U2) Unganal ¢epenses, The nmonnt hy waich the sum of medival and dental
expehres aml losses rerulting from eatastrophes incurred in the bape year and
not competisated by Insuranee exceeds 20 percent of effective family Income, Une-
nsunt expensex may be doducted §f they were incurred by the student, the stu-
dent’s parents of the student’s parents’ depemlent,

13y Bmplypwrent cepense offset, An employment expense offset in an amount
oquid tu S0 pereent of the adjuxted gross income enrned in the buse year by the
purent earning the Jenser income it both parents are employed, or 50 percent of
e ndjusted gross incoms earned in the haxe year of a purent qualifying on gur-
viving yponse or as head of hovsgehold as defined in section 2 of the Internnl Rev.
enne Code, Hut in po cuse shnld such an offset exceod $1,300, The eXpense mny Iwe
cladmed oply if the Income of both parents or the Income of the surviving spouse
ar head of houschold is taken into account for the purposes of cowsputing the
annunl adjusted family income,

1d) To determibe the expected Tamlly contribution from parenial income the
following ratex shull be applied to discretjonary income:

Shncroermcnnerereserreanaa=a SO COUtFibution expected),

XUt 40 ... e cmeeme————— 20 percent of Disevetionary Income,

F000 OF IOFCenn cmeccawnses  SLOU0D PlUg 30 percent of Discretionary Income
in excens of 5,000,

(20 UN.C 1070{a) (3) (B

8 190‘.31 Computation of expected contribution from the student’s effective
mecome.

() Except ar provided for in paragraph (b} of thin section the eoxpected
family conribution shaill Include 100 percent of the stodent's effective fncome
for the neademie year for which ald is requested : Provided, Thut, that portion
of effective income of the student pttribmtable to the dependent of a veteran
shall fnstend be included ax a part of the discretionary Income of the student's
parents, .

{h) (1) The contribution from the student's effective income calculated In
paragraph (04 of this section shall be reduced by the mmount of negutive din-
cretionary neotie as defined in subparageaph (2) of paragraph (b) of this
seetion.

(2) The mmount of negative dixeretionary income is the amount by which the
mum of dedurtions for offsets and expenses set forth in § 190.33(c) (1) through
$ 10053 () (3) exceedn the nmount of family income determined in § 100.33(b),

(20 LN 1070000) (33 (8))

$190.35 Computation of standard expected contribution from parcnts’ assets,

() Except aa provided for in paragraph (b) of this section, the expected
contribution from parental assets shall be an amount determined in the follow-
ing manner:

(1) Determine the net assetx owned by the parents,

(22) Deduct an asset reserve of 87000 from net nsuets as determined in sub-
paragraph (1) of paragraph (a) of this section.

; . 10




Q

ERIC

Aruitoxt provided by Eic:

B

2 The vontyiimtion fron  avental axsets shudl he an anouit equil to D pers
vent of the remainder obtained In subparagraph (23 of parngeaph oy of Yhis
aection,

A1) Where the caleulntionx required hy 3 ID0S31e) produee an tmount of
negative diseretonnry income ns dofined in % 0330112, the expeeted conl-
1ribution from Pnvents” assets, cnlealnted 1n subparagraph (8) of paragraph (a)
of thia seetlon, ®haNl be yedueed by the amount of yaeh negative discretionary
ynoome exeept 10 the extent thiat pursuant to & ORI xieh Jncome was
sl to offaet the expected vont rihution from the atudent s effeetive ibeone,

wr If the siudent’s parents nre divoree) or sepirated only the asxets of the
parent whore income s tnken into necount for the purpuse of eompiting nnnnnl
adjusted famlly ineoine shnll be eonxidered,

R0 ULRG, 19%0u ) i (D

$190.36 Computation for expected contribution from parenta’ income and
ansets, adjusted for number of family members attending institutions of
postsecondary education.

un For ench grant the amount expected from parenty’ incone ax determined
in % 100.38 sl he added to the amoint expeeted from Jerenta’ nsets ax deters
mined in § 190,39,

b)Y For opch grant the combined expectation calenlnted on the basix of the
above formuin shall be further ndjusted in the following manner to ke into
cansideration the mumber of Taumily memhers who will be In attendanee, on nt
tenat 4 half-time hasis, in programs of postsecondary education during the acns
demice year for which baxde grant asxistanee is reguired:

Number  of  family

memhern  attending

poutsecondary  vdu ’ .

titjon Frpeeted rontribwtion from combined contribution per sindent
100 pereent of contriburion from the amount determined i

yaragraph 1) of this section,

D o eceeee . 10 pereent of contrilmtion from the amouit deternined in
i parngraph (a) of this section,

Boeccanenene A pereent of contribution from the amount determined in
puragraph (n) of thix section,

4 oF more-.... W pereent of contribution from the amonnt determined in
paragraph (1) of this section,

Fumily members include the student, the student’s parents and the srudent's
parents’ dependentr, When the stadent’s parents are divorced or xepurated and
nre fling sopnrate veturon for Federal income 1aX PUrposex, family membera
xhal} include the student and any parent whose income ix taken into account for
the purpose of computing annunl adjusted family income and that parents’
dependents.

§190.37 Computation of expected contribution from student’s assets.

(20 UN.C30700(0) (3) 1 BB))

For ench grant the contribution from the student's aseetn shall be an nmount
equal 1o 33 per centum of hix net assets as defined In §190.320)).

20 U.RC 10700 (1) (3) (B))
§109.38 Computation of the total expected family contribution.

For each grant the total expected family contribution shall be the sum of:

) The expected contribution from the student's effective Ineame ax deter-
mined in § 190,34,

(b The expected contrlimtion from parents’ diseretionary income nnd prents’
assets ns determined In § 190.36,

1e) The expected contribmtion from the student’s nssetr s determined in
£100.37

guhpart D—Expected Famiiy Contribmtion for Independent Students

b .

¥y,

190.41  Indientors of financinl strength,

042 Npecial definitions,

1043 The expected family contribution for independent students from annual
adjusted family income,

100.44  Computation of the expected family contrilmtion from effective Income
fur independent students,

bt - i
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A Computation of expeetid contrlbution frow the assets of the Indepondent
rtudelt and his or her spoume, .
WNAG  Compatation for expected contribution from neome and nxsets, sdjusted
for nmmber uf family wembers attending Institutions of posl=sevuinlary
; wducation, ,
W4T Computation of the total expected family cuntribution,

Nubpurt D—Expeeted Family Contribution for Independent Siadents

§190.41 Indicators of Bnancial strength,

“Expeeted Family Contribntion” with respect to ench hndependent stadent
wmeann the amvunt wWhich that student, and hir or her xpouse, if any, may reason-
ahly be expected to contribute toward the cost of his or her edueation for AR
aendemle year, Bach of the followlng clements of financial strength will be
conxddered in determining the family contribution Tor independent students:

1) The amount of effective dncome of the independent student.,

1y The amount of anbwid ndinsted family ueowe of the indepemlont sradent
aied the Indegendent students apouse, ’

) The number of persuons whom the independent student can claim ax an
exemption. ;

1ty The number of dependents of the independent student who in addition to
the xtudent will be in attendance, on at Jenst 1 half-time basis, in & progron of
prstaecindury education,

1#) The amount of the ansets of the Independent student and hix or her sponse,

{73 The wnusual expenxes of the independent student, sud hix or their depends
entx, Such anustal expenses shall be limited to medicn) and dental expenses nnd
expenses arlsing from cutnatrophe,

(&) The ndditlonul expenses incurred in providing an income where both the
independent student and his spouse are employed or where the independent stu-
dent quaniities ne p sueviving spouse or ax bead of a househoid under »ection 2 of
the Toternal Revenne Code.

(20 U.8.C, 10700 (01 13) ()

§19042 Special definitions.

For the purposes of this subpart ;

) CIndependent ¥dent™ means g student who

1) Han not and will pot be clalimed as an exemption for Federnd income tax
purposes by any person except his or her xpouse for the calendar yearix) in
whivh sld Is recelved and the culendar year prior to the academle year for which
uid in requested.

t2) Han not received and will not recelve financial assistance of more than $000
from hix or her parent(s) In the calendar year(s) in which ald is received and
the calendar year prior to the academie year for which ald is requosted, and

(3) Han not lived or will not live for more than 2 consecutive weeks in the
howe of a purent during the calendar year in which ald is recelved and the
ealendar year prior to the acndemie year for which aid is requosted,

) (1) *Annmml Adjusted Family Income” for any base yYeur meanx the sum
of the following : Adjusted groxs income ns defined in section 62 of the Internal
Revenue Cade of the student and the student’s spotise, Whethier or not the student

or the student's spouse files an income tax return, investinent income upon which

no Federsl Income tax in required to be pald such ax interest on s.uniclpnl and
Rinte bonds, other income of the student and the student’s spouse spon wWhich no
Federal income tx i required to be pald such ax child support paymments, income
of the student and the student’s spouse reeeived under income maintenanece pro-
krams including welfare bwnefits, social seeurity benefiis except those benefits
mild to or on necottut of the stadent inclnded In paragraph (F) of thisx section,
nod veteran's benefits except these veteran's benefits paid to the Independent

student under chapters 34 and 30 of title 38 of the United Statex Code,

129 In the cane of the student who {5 divorced, or is separited wnly rho stu-
cilom'.s own Income shall be considered in determining the annual adjusted fumily
L HCOIe,

(3) In the case where the student and his spouse are married and not gepinrated
but file separute returns for Federal income tax purposes, the ineome g« deseriboed
In subparagraph (1) of paragraph (b) of this sectlon of both the applicant and
spouse shall e combined to determine the unnual adjusted family Income for

that stndent,
(7]
.. 12




§

) "Asxets” means eash on hend Including amounts In checking aceounts, sav-
ings avcoullls and wusts, the curvent market value at the time of applivation of
stocks, honds, and other securities. Teal estate, home Jf owned), income produc-
ing property, business equipment and business inveutory which are held by the
independent student and/or his spouse.

1d) “Base year” means the tux yenr for whivh information is requested by the
Commissioner for the purpose of deterziining family income, ;

1¢) “Dependent” means the independent student™ spouse and any of the fol-
lowing persons for whom the student or hix spouse provides or will provide dur-
fng the calendur year in which the student applies to have his expected family
contribution determined more than one-balf of support:

{1) Any children of the student or his spouse ; (2) any other persony related to
the stndent or his sponse by blood or marriage; or (3) any person Hving with the
student and his spouse.

(1) The “effective income of the student” means any amount paid to, or en
account of. the student under the Secinl Security Act which would not be paid it
he were not a student; Le., under section 202(d) of title 11 of the Social Security
Act, 42 T.8.C. 402 (), and one-half of any amount paid the student under chap-
ter 34 of title 3%, Unlted States Code (Veterans Educational Assistance—38
T.8.C. 1651 ot seq.) and chapter 35 of title 3%, United Ntates Code (War Or-
phans’ and Widows' Education Asnsistance—38 U.8.C. 1700 et seq.). The amount
of the effective Income of the student Is the amount to be recelved during the
acndemle year for which basic grant assistance is requested.

1&) “Effective family income” means the annual adjusted family income
recvived during the base year minus the Federal income tax paid or pay¥ahle
with rexpect to such income,

(h) “Employment expense offset” means an allownnce to meet expenses relat-
ing to empluyment where both the independent stndent and his or her spouse are
employed or where the independent student qunlifies as o surviving spouse or as
vead of n houschold under section 2 of the Internal Revenue Code,

1) "Expenses nrising from catastrophe” means those {ypes upd amounts of
vasualty losses WE-L muy be deducted under section 163 (¢) (3) of the Internal
Revenne Code whill srore incurred by the independent student and his depend-
onts during the base year.

(1) "Family size offset” means an allowance to meet subgistence expenses,
including food. shelter, elothing, and other basie needs of the independent student
and his dependents, Kor purposes of this part the “Weighted Average Thresholds
at the Low Income Level,” as developed by the Bocial Security Adminlstration,
shall be used as a baxsis to determine the amovunt fur the family size offset except
in the case of a single independent student, where an amount estimated to be
equal to living expenses during periods of nonenrollment shall be utilized.

(k) “Federal Income tax” means the tax on income paid to the U.B. Govern-
ment under chapter 2 of the Internal Revenue Code and the tax on income paid
to the Governments of I'uerto Rico, Guam, Ameriean Samoa, the Virgin Islands,
and the Trust Territory of the Pacific Islands under the laws applicable to those
Jurisdictions.

(20 1L&,C. 10700 (2) (3) (B) (JiD))

(1) “Medical expenses” menns those types of medical and dental expenses,
except premiums for medieal insurance, that may be deducted under section 213
of the Internal Revenus Code, which were lncurred by the independent student
and his dependents during the base year.

(m) “Net assets” means the current market value at the time of application,
of the assets included In paragraph (c¢) of this section minus the outstanding
liabilities (Indebtedness) aguinst such assets.

(20 U.N.C. 10708 () (3)(C)) .

§190.43 The expected family contribution for independent students from an-
nual adjusted family income.

The expected family contribution of the independent student from annual
adjusted family income shall be an amount determined in the following manner:

(a) Determine effective family income by subtracting from the annual ad-
justed family income (inciuding the portion of the effective income of the student
attributable to the dependents of a veteran) the amount of Federal income
tax paid or payable with respeet to such income,

(1) Determine discretionary income by deducting the following from effec-
tive family income :

'
-« a I

b 1%
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{1) Pamily size vffscl, A fumily rize offzset I8 the amount specitled in the
Toluwing table. Fawily size dncludes the student and bis dependents, 1f the
student s divoreced or separated, fumily size shall include any percon whose
income Is taken into account for the purpose of computing the anhuaal adjusted
Iamily fncome and Wiy or her dependents,

Family xize offsct
. ] Dollar
Family size: Amount

o s e e e 1 e e o e » - 3000

S — e - : 3650

. . s . o 0 e - . . L SR

amm— —— R —— - 6200
QR e ey e i N ; m—mm 0000

-

3

-

UD i e e S 0 4 e T 0 ———
ks

A o e Tl e B A 'O i - e e -

) —— S .7

10 — - - : 9000
B N U SR—— ——— cmmmnemanmemen  JT00
12 10400
12 e ——— v i b e -

An offset of $850 shall be made for the single independent student,

12) Unuanal expenses, The amount by which the sum of medical and dental
expenses, and losses resulting from catastrophes fncurred in the base year and
not compensated by Insurance, exceeds 20 percent of effective family income,
Unpusual expenses may be deducted If they were fncurred by the independent
student and his dependents during the base year,

3) Employmoent expense offsct. An employment expense offset in an amount
equal to 5O percent of the adjusted gross income earned in the base year by
either a married independent student or the student’s spouse, whoever earns
the lesser, or 50 percent of the adjusted gross income earned during the base
Year by an independent student qualifying as a surviving spouse or a8 head
of household as defined in section 2 of the luternul Revenue Code, but in no case
shall such an offset exceed $1,500,

{¢) Determine the expected fanily contribution from the family income of
the independent student and his or her spouse by applying the following rates
to discretionary income:

(1) 75 percent of discretionary income for the ningle independent student with
no dependents ;

{2) 5O percent of Aiscretlonary income for the married independent student
with no dependents other than spouse ; and

(8) 40 percent of discretionary income for the independent student who has
dependents other than spouse,

(20 U.8.C. 10702 (n) (3)(C))
$190.44 Computation of the expected family contribution from effective in-
come for independent students.

{n) Except as provided for in parugraph (b) of this scetion, the expected
fanmily contribution shali include 100 per centum of the student’s effective income
for the ascademic year Yor which aid §s requested; except that, that portion of
effective Income of the student attributable to the dependents of a veteran shall
Instead be included as a part of, and treated as, annual adjusted family income,

(b) (1) The contribution from the student's eiYective income calculated in
paragraph (a) of this section shall be reduced by the amount of negative dis-
cretlonary income ax defined in subparagreph (2) of parsgraph (b) of this
section.

(2) The amount of negative discretionary income Is the amount by which
the sum of deductions for offsets and expenses set forth in § 190.43(b) exceeds
the amount of family income determined in § 190.43(a).

§19045 Computation of expected contribution from the assets of the inde-
pendent student and his or her spouse.

(a) Except as provided for in paragraph (b) of this section, the expected
contribution from the assets of the independent student and his or her spouse
shall be determined in the following manner:

: 14
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(1) Dietermine the totnl amount of net assets owned by the student and the
student's sponse.

() ‘Ihe contribution from asseta shall be an amount equal to 83 percent
of the umount determined in subpuragraph (1) of parngruph (a) of this nsection,

th) Where the cnlenlations required by §190.43(b) produce un amount of
nexative llseretionary Income ax defined in % 1090.44(b) (2), the expected von-
tribution from the assets of the xtudent and hix spouse calenlated in paragraph
(a) of thix xection shall be reduced by the amount of such negative discretionary
incomie exeept to that extent that parsuant to § 190,44 (h) (1) such Income wax
used 1o uff<et the expected contribution from the student's effective income.

$190.46 Computation for expected contribution from annual adjusted family
income and assets adjusted for number of family members attending institu-
tions of postaecondary eduecation.

{n) For each grant the amount expected from family income as determined
}n § 10043 shall be added to the amount expected from assets ns determined
in § 19040,

(b) For ench grant the combined expectation ealeulated on the basis of the
above formula shall be further adjusted in the following manner to take into
consideration the number of family members who will be in attendance, on at
least a half-time basis in programn of postsecondary educntion during the
acudende year for which basie grant assistance is requested :

Number of family wembers attending institutions of postsecondary cdueation :
Expected oontribution from combined contribution per atudent

1 .. ——— 100 percent of contribution from the amount determined
in paragraph (a) of this section.
e 70 percent of contribution from the amount determined

In puragraph (a) ofthis section,

8 oeeeoee 00 percent of contribution from the amount determined
in paragraph (a) of this rection.

4 OF MUT€—n_.- 40 percent of contribution from the amount determined
inparagraph (a) of this section.

Family members shall include any person whose incone Is taken into account
for the purpose of computing the annual adjusted family income and his or her
dependents,

§190.47 Computation of the total expected family contribution.
For each grant the total expected family contribution shall be the sum of:
(n) The expected contribution from the student’s effective income as deter-
mined in § 1nn44, and
(b) The expected contribution from discretionary income and assets, as deter-
mined in § 18040,
APPENDIX

EXPECTED FAMILY CONTRIBUTION YOR DEPENDENT STUDENTHN, ACADEMIC YEAR 1970~76

Summary of Calculations

1. Parents’ adjusted grosa income in 1974 e ———
a. Amonnt earned by father. e rcmmmrer e —m———a——
b. Amount earned by mother. e emeee
2, Other parental Income N 1074 o ae e -
8. Parents' annual adjusied income in 1974 v mmmaea ——
4. Parents’ Federal Income Tax paid for 1074 cmmncae--
5. Effective family Income in 1974.-_
8. Famlily size offset (table 1)
7. Unusual expenses.___. : A
8. Employment expense offset (table 8)._
9. Total offsets against income (1ines 64+748) cremrmememeee.
10. Discretionary income (line 5 minus line 8)
11, If line 10 is a positive amount, multiply discretionary
income by applicable rate ($1-$4909 @ 20%; $5000 or
more, $1000 4809 of amount in excess of $G000) to
obtain standard contribution from income. If line 10 is
a negative amount, enter 0-.

i

=

N+++1
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12, Effective incoming of the student (social security and one-
half of Veterans benefits) . cicmcnmimnneeem—rraa. !

13. If line 10 i3 a negative amount, enter that amount as a .
positive number; otherwise enter 0.. |

1, Subtract line 13 trom line 12 to obtain contribuuon from
effeetive income of the student. (May be a negntive
TUMDEE.) e cccmcnmmemmmn—————————————————-——

W, ITline 14 is a negati\e amount, Lhange to 0; it llne 14 ll
A positive mnount, enter as a contribution from the effec-
tive income of the student. -

16. Determine net assets of PUrentSanee—e.- et ———

17, Subtract asset reserve of BT000.ccccovcummmmmmncmcnenn —$7500

18. Available parentul asseta (line 16 minus line 17) ... =

1. Multiply available parental assets by 000 . ocooee.. -

20, Enter line 19 as standard contribution from available

parental assets, If line 19 is negative, enter Oaueomeen
21, If line 14 is negative, enter as a positive amount; lt line
14 ix O op postive, enter (e cmrecemceccceccenranm=-
22, Nubstract line 21 from line 20 to obtain contrlbntlon trom
TRFEREAL DRI e cmr e e e
23, Add linex 11 and 22 to obtam contrumtlon trom vnrents
Income NNd ASRetY e e

w4, Multiply line 23 by multiple student rate to determim-
expected family contribution for each fawily in postsoc-
onduey eduention (table 2) mme oo
25, Dotermine net assets of SNt m o oo ce e ee o ———
26, Multiply xtudent’s net axsets by 033 v cmeven ——
27, Student Eligibllity Index equals sum of lhnes 15, 2# and

1
Bl i o e e e T T e

EXPLANATION OF CALCULATION !

1. Parents' adjusted gross income in 1874 (line 1), All income which is avail-
able to the parents should be considered in the evaluation of parental ability to
support the coxt of postsecondary education. The most valid reference for paren-
tal income subject to Federal income tax is the adjusted gross jncome item in
the family's Foderal income tax return. Thixs information in readily available to
moxt families, and the information can be verified by referring to the IRS forms
actually tiled by the parents, ;

If it may be assumed that family income will be measured on an annual basis,
which year of family income shall be used? Parents provide from their current
income for the eduention of their children. However, if we attempted to use cur-
ront year fnformmtion, a parent would have to estimate the amount of income
which he will receive during a year in which a child is a stndent since application
for ald Is mnde before the student enrolls for a particular year of study. A study
by Orwig and Jones shows that income received during the tax year prior to the
year in which the student is applving for aid is the hest practlcnl indicator of
the income from which a student's actual expenses will be pald.® It estiinates of
the income received during the actual year of attendance are provided by parents,
middle income familles systematically underestimate their earnings, and lower
income families systematically overestimate their earnings., The amount to be
entered here, therefore, is from the previous year's Federal income tax form,

2, 0ther parental income in 1974 (line 2). Information on other family income
must nlso e collected rince this income doer clearly contribute to family financial
strength and may represent a considerable portion of the parental income of
many Basie Grant recipients, Elements of other family income are: Income from
tax exempt honds, that portion of pensions on which no Federal income tax is
required, welfare benefits, soclal security benefits (except those benefits paid to
aor on aceonnt of the student or other educational benefits paid to other members
ot the famlly), child support payments which are received for all children for
wham the parents provide more than one-half support, income of famllies which
didn’t file income tax returns, that portion of capital gains on which no Federal
income tax Is required, ete.

1 Reference pnmhers are keved to the line numbers {n preceding summary,
2 0rwizg nnd Jones, “Can Financia J Need Analnh Be Stinplified ¥’ 'l'he ‘American College
Testing Program, Iowa Oity, Tows, 1970—p, 31,

: 16
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3. Parents’ annnal adjusted income in 1974 (line 3), Parents’ annual adjusted
incume Is the sum of pavents’ adjusted gross income (line 1) plus other fumily
income (line 2),

4. Parents’ Federal income tax paid for 1974 (line §). The legislation requires
that o deduetion be made, from annual adjusted income, for the amount of
Federal incomne tax patd on income received during the basge year. ;

5 Effective family income in 197§ (line 5). The result of subtracting Federal
income tax paid (iine ) from the annual adjusted fncome (line 3) I8 effective
family income nnd is the base for caleulating expected contribution from parentul
income,

G. Family size offset (line ). In addition to taxes, a family hag basic sub-
sistance expenses which must bie met before any contribution from income can
lie expected. These expenses will vary depending on size of the fumily Involved,
For purposes of the basic grant, the *Weighted Average Thresholds at the Low
Income Level,” developed by the Soclal Security Administration and published
by the Bureau of the Census, have been used as a reasonable approximation of
basic family expenses® These expenses are baxed on the food costs of u family
of a given size, and make certain assumptions about the additional expenses of
shelter and other family needs,

The data are revised annually, and thus can be used to update the family
contribution schedules from year to yvear, The figures supplied by the Bureau of
the Censur have been incremented by 8.8 percent to reflect estimated cost of living
inerepses from the fall of 1972 to the present, and then rounded to facilitate
enleulution, The resulting Agures have been called “Family Size Offsets.” Thelr
derivation Is fllustrated below

Family size offsets

) hollar
Family sixe: amonit
2 e ———— e e et o o o e e e 1 o B e o B o 3, 030
. S . e b o e e s e e 3, 6530
et t e o on e e o o e e o e e e e b A v e o B e A e e 4, 650
D memmcmmemam——— —————— ————— e e e o 5, 500
| J s e e o e ——— —— — - 6,200
e o e e e om0 T o o 1 P e B O 2 0 0 e G, 900
8 ot - o o -y 71 w’
P -~ 8,800
10 oo - —————— — - 9,000
11 ... —— - —-———— - 9,700
h | —— —— e o e v 3 1 e O -—- 10, 400

7. Unusual exrpenases (line 7), The basic Grant program in required by law to
take into consideration two kinds of unusual expenses, those arising from a
“ontantrophe” and “unusual medical expenses.” It is proposed to use the Internal
Revenue Service definitions of medical and dental expenses and casualty loss
in determining “unusual expenses” for the Basic Grant program. The use of
Internal Revenue Service definitions avoid the need for creating a new definition
of expenses which would be used only by the Basic Grants program. However,
=xume distinction must he made between expenses which may be itemized for
income tax purposes, and those itemized expenses which are “unusual’ as used
for the Basic Grant legislation,

¥or purpowes of the Basle Grant program, thore items which may be included
as unusual expenses are:

1. Those medical and dental expenses (not compensated by Insurance or other-
wixe) which may be listed as “medicine and drugs” on line 2 of Schedule A,
Form 1040 of the Internal Revenue Service and those expenres which may be
listed na »Other Medieal and Dental Expenses” on line 6 of Bchedule A, Form
1040. The gross amount of all such medical, dental and drug expenses is to be
used in the Basic Grant calculation. .

3From “Welghted Average Threaholdn At the Low Income Level” in 1972 by slze of
family and sex of hend, by farm-nonfarm residence ;: current population reports, consumer
income, characterlstics of the low-income population: 1972 serles p. 60, No. 88, June 1973,
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2, Those casually or thelt loss(es) permitted by the Internaf Revenue Servive
1Form 1040, Schedule A, Hne 29)., . ; L

The amount of unusual expenses which may be deducted from effective family
Income line § of this illustration) is that amount of unusual expenses (as
defined above) in excess of 20 percent of efective fumily Income, This exclusion
in ~dusiﬁxxc&l to vontine elaims for such expenses to those which are genuinely
unusual,

N, Employment expense offset (line 8). In constructing budgets which recog-
nize expenses for families, due provision must be made for the expenses of the
bremdwanner which ovcur as a result of employment itself, Some expenses for
clothing, trangportation, and other irems are zttributable to occupationai needs,
When both parents work, additional employment expenses aresincurred. Also,
i a household is heuded by a xzingle parent, the costs associated with that em-
ployment are greater than fur 4 comparabie worker who hus the economic
wdvantage of a nonemwployed spouse, Therefore in the determination of famlly

contrfbution un “Empolyment Expense Offset” lhas been constructed to treat
nwore equitably the income of the two parent family where both parents work,
or ‘the single parent houschold. It is recognized that both of these types of
families will occur frequently in the Jower income families where Basic Grant
vligibility is greatest. The offset provides that 50 percent of the earnings ot that
purent with the lesser earnings, or 50 percent of the earnings of the single pareut,
will be protected from any contribution toward education. The maximum offset
ix $1,500 and would thus assure that up to $30 & week would be available for
the ndditional expenses which these parents face.

D Total offset aguinat income (line 9). The sum of line 8 (family size offset)
phus line 7 (unusnal expenses) plus line 8 (employment expense offset) is the
totnl amount which can be deducted from effective fawily income (line 3) in
vrder to determine discretionary parental income. ;

10. Discrctionary income (line 10). The income which remaina after allowance
has been made for family living expenses, Federa) income taxes, unuxual ex-
penses and the employment expense offset may be identified as discretionary
income. This income is availuble for the purchases of goods and services which
::lnhnnae the standards of living of the family including the cost of postsecondary

ucation,

11. Standard income contridution (line 11). A contribution of 20 percent is
expected from tho first $5000 of discretionary income. When discretionary incoine
exceeds $3000, the expected income contribution is $1000 plus 30 percent of the
amount in excess of $5000. The contribution rates will generally be at the 20
percent level for most of the income range where Basic Grant eligibility will
oeeur,

These contribution rates appear reasonable in terms of the several demands
made on family income, especially in light of the fuct that the cost of supporting
the student for the academic year is included in the cost of education and does
not have to be met fro. the general budget resources,

12, Effcctive income of the student (line 12). For purposes of the Basic Grants
program, the enabling legislation requires that effective income of the student
is: That amount of social security benefits paid to or on behalf of a student
because he is a student ; and one-half of that amount of veteran’s readjustment
benefits and/or war orphan's benefits (exclusive of dependency allowances)
paid to or on behalf of a studunt because he is a student. In both casen, the
araount is the total to be received during the academic year for which Basic
Grant assixtance is requested. Veteran's dependency allowances are clearly not
for the support of the Veteran himself. Therefore they are included with, and
given tky same treatment as, “effective family income."”

13 .idjustmentt of cffective income of the student for negative income (line
13). In the event that the family has a negative income, that is, If the effective
family income Is less than the various offsets agninst income, the support of
basie family needs must be given priority over the support of postsecondary
wducation. Therefore, the effective income of the student may be decremented
by the amount of the negative income before effective income in added into family
contribution. In the event that the negative income of the parents exeeeds the
offeetive income of the student, the amount of the excess Is preserved to he sub-
tracted from any contribution from parental assets as calcilnted below.

14, (line 14). Subtract line 13 from line 12 to obtain the difference between
the effective income of the student and the discretionary income of the family.

42-702-- T4~ 2 . c I
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Ly vline 15). 3F line 34 I8 n negntive amount, enter 03 if line 14 iy a poxitive
amount, enter it an the effective income component of the family contribution,

10, Net assets of purents tline 16). -For purposes of Basic Granty, the fol-
lowing types of axsets Wil be considered ; Equity in furm, business, home, other
real estute, stocks, bonds, other investments, savings ace~qnts, ete. Since equity
is being mensured, debts against the stated assets will v+ deducted in evaluating
the net worth of these avsets. _ ‘

17, Available parcatal asscts (line 18).,~In order to determine the amount
of parental assety which can be nssessed for contribution for educational pur-
Poses, an asset reserve of $7,500 is subtracted from the net assets of parents,
Ninee families acenmulate nssets for several purposes including retirement,
future consumption, the postgecondary education of their children and the pro-
vislm of an enconomic hffer in the event of catastrophe, some portion of
axsets should be reserved from any contribution toward postsecondary educa-
tion, and remaining assets be assessed at some rate less than 100 percent, A

roview of the net nxxet positions of the 1973-7T4 Basic Grant recipients indicates -

that $T.0500 fs an adequate reserve since it appears that the average home equity
for Baxie Grant applicants iz thizx amount. In addition, the $7.500 nmonnt would
allow for emergencles and retirement needs.

Subtracting Hne 17 tasset reserve) from line 18 (net assets of parents) re-
sults in available parental assets,

I8, Asnct asscssment rate (line 19).~-Once the available parental assets hiave
Iwen determined, a contribution rate of 5 percent will be assessed on the parents’
net worth in excess of $7.500. Because the value of assets grows, this rate of
asxet ussessment will generally leave the family’s asset position largely un-
impaired,

A 0% rate Is equal to or below eurrent renl estate and savings acconnt appre-
clation rates, and therefore seems reasonable,

19, Standard contridution from parental axscta (line 20), Multiplying available
pavental assetg (Mne 18) by 3% results in the xtandard contribution from
parental assets. The total menrure of available family resources in a particular

. yenr Ix the assessment of both income and assets of the family. This procedure

takes Into consideration the interdependent relationship between assets and
itnrcome, In the event that there is a negative assessinent of income (e.g. there
oxists offxetr (line 9) exceeding total effective income (line 5)), the amount of
negative assessment should be taken Into account when determining the totul
wensure of availoble family resources, Thix ean be accomplished by offsetting
the standard asset contribution by that amount which the negative Income cx-
ceeds the effective income of the student, Entertug the standard parental asset
component in line 20 allovws for this offset to ocenr,

20, (line 21), Entering line 34 (the difference hetween cffective income of
the student and the discretionary Income of the familly) allowa for the offset
upninst the eontribntion from famile asrets, If Hine 14 is 0 or positive, enter 0.

21, (line 22), Subtracting line 21 (offset against contribution from assets)
from line 20 (purental asset contribution) results in the component of contri-
bution from famlily assets,

22, KRtandard contributinn from parental income and arsctz (ling 23), Adding
Une 11 (parental income contribution) to line 22 (parental asset contribution)
provides the parental income and asset components of the family contribution.

23. Multiple student adjustment (line 24), Adding the parental income con-
tribution te the parental asset contrilmtion and the other parental asset contri-
bution results in the expected contribution from parents with one family member
in postsecondary educention, Some pdjustments must then he made for those
familiex in which more than one family member will be enrolled in postsecondary
eduention for the academie year 1275-76. ;

Kince each student hnx an allowance for costs of attendance, the family’s
discretionary income is effectively increased when there is more than one famijly
member in postsecondary education. In order to determine the appropriate per-
ecentages, the coniributions expected from different family sizes were compared.
These investigntlons indicated that 140 percent of the contribution for one
ehild wonld be o reasonable assessinent against the familv with two students,
Thus, each student swould receive 70 percent of the contribution which the famijly
wonld mnke If there were only one student in the family, Simitariy, 150 percent
of the xingle student contribution seemed adequate for the family with three
children In postzecondary education; each student could expect 50 percent of

: 19
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the single student conteibution, For familles with four or more students, each
tamily will be ansexsed 40 percent of the single student contribution for each
child in postsecondary education,

The following table simumarizex the treatiment of families with different num-
Lers of family members in postsecondary education :

D S e

Famly
Contribution  contribution tor
per studant as 3l students a3 »

8 percent of parcent of
; standard ‘standargd
‘Number of students contribution contribution
100 100
10 140
50 150
40 1604

24, Net asscts of the student (line 25).—The applicant net asxets would be
dedined in the spme fashion as the axssetr of the parents. Debts against these
assets wonld be deducted, Trust funds in the student’s name would be Included.

U%. Ntudent asset contribution (line 26).—In determining a fair treatment of
wtudent assets the theory of the major need analysis systems has been followed :
f.o, that becanse the student himself ig the direct beneficiary of postsecondary
education, he should he expected to invest a greater portion of his resources in
meeting hix educationnl coxts than should be expected from his parents,

For the Basic Grants program, one-third of the student's assets (recaleulated
eavh year) would be expected, Thix method in simple and provides n modest
rererve for the student. ‘

The result of multiplying the student’s net assets (line 23) by the student asset
axsessment rate ((338) Is that amount expected from student assets for educa-
tional purpuses,

26, Totul Jamily centribution (line 27) .~—The total expected family contribution
for a dependent student s determined by adding line 15 plus line 21 plus line 26,

ENPECIED FAMILY CONTRIBUTION FOR INDEPENDENT S8TUDENTS, ACADEMIC YEAR 1075~70

Summary of calculations

1. Adjuxted gross income of applicant (and spouse) In 1974 ... -
a. Amount earned by applicant..... cmmmm e m————— ——————
b. Amount earned Y SPOUBea v e mccmccmmr e e r e ————
2. Other tawily income in ¥ S e
3. Annuﬁl adjusted family income of appllcant (und spouse) (une 1
W HDe ) e e e ———— o 4% o o e 2 o 0 i e ————— S —
4. Federal Income 'I‘ux I’uld for 1974 .............................. —_——
9. Effective fandly ineome e . i o e e e e e — S e
1 Fally size offset (table 1) cccmaeee cmmmram— e —— ————— A+ ———e
7. Unusual OXPIIBOS e e e s i e s e e - A ———
K, Employment expense offset (table 3) cam e ———— e
9. Total offsets against income (Mnes G4T48) oo mecaeans e m——— - R e—
10, Diseretionary Income (lined minus Une 9) e e B e
11, If line 10 is & positive amount, enter that amount. If line 10 i3 a
negative amount, enter O. ... ——————————— 7 0 5 e 05
12, Multiply discretionary Income of line 11 by applicuble rate to obtain
xtandard contribution (table 4)-- e o o e o | ——
18. Effective income of StNAENt e e cvre e m e s e e —_—
14, If line 10 Is a negative amount, enter as a positlve numher other-
wise enter O.cmeoccae ——
15. Subtract line 14 l'rom line 13. (May be a negatlve aMount) cmeeecen

16, If line 13 1s positive. enter as contribution from effective income of

student. If Yine 15 is negative or 0, enter 0 as contribution from

effective Income of StUACNt e cmcm e rccm e - c—— _—
17. Determine net assets of applicant (and SPOUNe) . e e
I8 Multiply amount of assets of applicant (and spouse), entered in

e 20
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Hne 17 by 0,33 to obtaln atandard contrihntion from AsSetSa e vane =
10, 17 line 10 is o negative nuvmber, enter as a positive number; other-
WINE BITRT Dt in it e vor i e e e oo et e S e 0 e e
20, Subtract Hne 19 from line I8 to obtaln standard contribution from
stiadent axsets. 1f negative number, Chinge 10 Qoo ccccmmemm e ——
21, Add lines 12 and 20 to obtain standard contribution from income
T DESBO R v e e it ve e oo e o 5 e 2 S k2000 0 b
22, Multiply standard contribution hy maltiple student rate to deter-
mine expected family contribution for each member in post-
Rt‘(‘(‘lld!l[,\' (‘(hl(}i"‘ll)n ( Nl\.ﬂ(‘ :2)—i—-h-—hb-’—t\\-hh—-’ﬁi’—*-\—’-h—’&y'—\i—whh’-’ni—’- ———
23, Student Eligibility Index equals sum of linex 16 and 220 ...

EXPECTED FAMILY CONTRIBUTION FOR INDEPENDENT BTUDENTS ACADEMIC YEAR 107376

Crplunation of calenlations. For the purposes of the Baxsle Sranis proxram,
independent (self-supporting) student stutus may be claimed if the applicant ;

{1) Has not been and will not be clalmed as an exemption for Federal income
tax purpeses by any person except his or her spouse for the calendar year(s) in
which aid I8 received and the calendar year prior to the academic year for which
aid I8 renuestea, and

(2) Uax not received and will not recelve financial assistance of more than $600
(in ensh or kKind ) from his or her parent (x) In the ealendar year (s) in which aid
iy recolved and the calendar year prior to the academic year for which aid is
requested, and

13) Has not lived or will not live for more than two consccutive weeks in the
home of a parent during the calendar year(s) in which ald Ix received and the
cnlendar year prior to the academic year for which aid is requested,

Oner a student Las been determined to meet these criterln and Is defined as an
independent student, his expected family contribution is calenlated nccording to
the process ontlined below,

1. Adjustcd gross incomc of applicant (and apouse) (line 1), All income which
= avallable to the applicant (and spouse) should be considered in the evaluation
of ability to support the cost of postsecondary education. The most valid reference
tor taxahle income is the ndjusted gross income item in the Federal income tax
return, This information is readily available and can be verified by referring to
the IRS8 forms actually filed,

The decislon as to which year's income is to be considered is a difficult one for
independent students. Traditionally, a student's fncome may vary considerably
from year to year. While it may be preferable to ask the student to estimate his
earnings for the current year, obtaining realistic projections of earnings would
nat he possible without establishing counseling centers where students could be
asxigted in preparing this information,

Because this iz not feasible at this time, it has been determined that the
adjusted groxs incomne to be considered Is that amount entered on the previons
year's Federal income tax form,

This also hns the advantage of being conslstent with the data collected for
dependent students and assures that the fawily contribution of all students ix
determined from the same base.

2, Other income of the independent student (line 2), Information on other
income of the independent student must also be collected since this income does
clearly contribute to financial strength and may represent a considerable portion
of the income of many Basic Grant recipients, Elements of other income are:
Income from tax exempt bhonds, that portion of pensions on which no Federal
fncome tux is required, that portion of capital gning on which no Federal income
tax I8 required, welfure benefits, nocial security retirement, that portion of the
veteran's henefits attributable to the dependents of the veteran, child support
payments, veteran's disabliity, income of persons who did not file income tax
returnx, ete.

8. Annual adjusted family income of applicant (and apousc) (linc 8).—Annual
adjusted family Income is the snm of adjusted gross Income (line 1), and other
family Income (line 2),

1 Reference numbers are keyed to line items of preceding summary.

03 21




17

4 Pederal income tur priid by applicant (and spouse) (line §). The leginlation
requires that a deductivn be mnde, from annual adjusted income, for the amcunt
of Federal income tax pudd en income received durlng the base year,

G, Effective family income (dine §). The result of subtracting Federal incowe
tax paid dine 4) from the annual adjusted family income (line 3) is effective
family income.

U, Family size offset (line 6). In addition to taxes, there are basic subsistence
expenses which must be met before any contribution from incomne can be expected.
These expenses will vary depending on the sive of the family involved. ¥or the
Alngle independent student, thix offset is 850 which covers the student's summer
fiving expenses. Using the snme bage for deriving fumlly size offsets as iz used
for multiple member families (welghted avernge thresholda at the low-income
Jevel) and »gjasting for an 8.8 percent inerease in the cost of living, the family
shze'offset for n single member family is $2.801 per year. Generslly, a student is
in school for npproximately 65 percent of the year (two 10-week semesters plus
n 2week break between remesters). Since his expenses during this 34-week aca-
demic year are covered in his cost of attendance, the 8850 offget provides for hixs
expenses during that period of time when he Is 0t In school,

For married independent students and those with additional dependents, the
family size offset is the sime as that for the parent’s of dependent students :

Family size offscts

Pollar

Fumily size: ‘
Fumily size: amownt
2 3, 050

CE W ey 0 e e o W ey e oy e . et e Y W . N W W ey e o - -y - 1]
3 3, 600

) -~ - - - - g - LY »
B e m—————————— i e v e — e mmn ey amenan e §y OO
- 8, 000

P o o i o o v oo e o e . o o 0w - - , [P y
B e —————to o o i S i i e 0 i e m i i Oy SO0

N

' —— . . —— N ISR | 8 | 1)
N 7 G600

Ly g e D s o i o e e b O s A N e D i . o B P - S i O o D o by
M e a—— —m———— e e e o e oo m—m—— 8,300
b {1 T —— e ——————— - - e ——— e e e .~ 9,000

] 700
Jd e e e i e e e e S | A

) s m - —————————————————— - m——mmm 10,400

T Unusual crpenscs (line 7). ~—~The Basic Grants program is required by law to
take into consideration at least two Kinds 0f unusnal expenses, those arising from
a “catastrophe” and “uvnusual medical expenses.” It is proposed to use the In-
ternad Revenne Service definitions for medical and dental expenses and casualty
lora(en) to constitute "wnusunl expenses” for the Basie Grants program. The uwe
of Internal Revenue Service definitions avoids the need for creating a new defini-
tion of expenses which would be used only by the Basic Grants prozeam. How-
ever, some distinetion must be made between expenses which may be ftemized for
}!l('ullw tax purpoxes, and those itemized expenses which are “unusual” for Basic

Srants,

For purposes of the Basic Grants program thnse items which may be included
as unuruanl expenses are:

1. Those medical and dental expenses incurred during the base year (not com-
pensated hy insurance or otherwise) which may be listed as “medicine and
drugs” on line 2 of Schedule A, Form 1040 of the Internal Revenue Service and
those expenses which may be listed ag »Other Medica)l and Dental Expenses” on
llnue 6 of Schedule A, Form 1040. The gross amount of all medical, dental and
drugs expenses may be listed,

2, In anddition, those casualty or theft loss(es) incurred during the base year
permitted by the Internal Revenue Bervice (Form 1040, Schedule A, line 20),

The amount of unusnal expenses which may be deducted is that amount of un-
usunl expenses (axs defined above) in excess of 20 percent of the effective family
income, This exclusion is designed to cuufine claims for such expenses to those
which are genuinely unusual,

8, Employment cxpense offset (line 8). In conatructing budgets which recog-
nize minimum expenses for famllies, provision must be made for the expenses of
the breadwinner which occur as a result of employment {tself, Some expenses for
clothing. transportation, focd, and other items are attributable to occupational
needs, When two personx work, additional employment expenses are incurred.

€
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Ao, 1.0 honsehold I hended by n xingle perron, the conts nssociated with that
cmproyment nre greater than for a4 comparable worker who has the economie
ndvantage of o nonemployed spouse. Therefore, in the determination of family
conteibution an “Employment Expense Offset” hius been constructed to trent
maore equitubly the incolie of the two-person family where both persons work
during the buse year, or the single person who hends n household during the s
s It IR recognized tint hoth of these types of fmnilies will ovenr frequently
i the lower income families where Basie Grants eligibility is greatest, The offset
providex that 0 percent of the earnings of thnt person with the lesser enrnings,
or 5O percent of the earnings of the single hend of hoursehold, will he protected
Trow any contribution toward edueation, "The ninsimum offset would be $1,500 and
would thus assure that up to $30 u week would be available for the additional
vapenike which these persons foce.

1, T'otal offscts from income (Hine 9), The rum of line ¢ (family sixe offset)
Pas line 7 (unusaal expenses) plus line 8 (employment expense offset) ix the
tota! nmount which can he dedveted from effective famlly income 1Hne 5) in
order to determine dlscretionnry income, ; ;

10, Dixvrctionary tncome (line 10), The income which remains after adjust-
ment has been made for family Mving expenses, Federnl income taxes, unusunl
oapenses and the employment expense offser may be identifled as diseretionary
ueome, This income Is availnble for the purchaze of goods and kervices which
enhanee the xtandard of living of the family, including postsecondary eduention.

11, Adjusted Direretionary Income (line 11). Adjurted diseretionary income I8
the dlseretionary income determined in line 10 nnd adjusted to elliminate negative
nmounts in the calenlation of contribution from income. 1f the dixeretionury in-
come In line 10 ix a negative amount, or 0, it should be entered as o zerv (V) ; if
yositive, that amount should be entered.

12. Ntandard income contribution (line 12). Becnure of the direct henvflts of
pumtuecondary education received by the independent student, the expected con.
tribution rate for xueh studentx from Incone has traditfonnlly been much greater
than the rate applied to the discretionary income of the parents of dependent
students, In fact, the independent student haxn usunlly been expected to use all of
hix adineretionary Income for educntionnl purposes,

In developing a system for the Basle Grantx program, it wans felt that a 100
percent contribution rete was excessive, especially for independent students with
family rexponsibilitien,

The following income contribution achedule was develaped to accommodate
these responsibilitien:

(1) 75 percent of discretionary income for the xing'e independent student with
no dependents

(h) B0 percent of dixcretionary income for the married independent student
with no dependents other than spoume §

(€¢) 40 percent of discretionary income for the married independent student
who har dependentn other than ppouse.

13. Effective income of the student (line 18), For purposes of Basie Grants,
elfective fncome of the student I8 That umount of social security benefits pald to
or on hehalf of the student hecaune he ix a student : nnd one-half of the nmount
of veteran's readjustment benefits and/or war orphan's benefits (exclusive of
dependency allowances) paid to or on hehalf of a student becanse he Is g student.

In both eanen, the amounnt ix the total to be recelved during the academie year
for which Basic Grant arsintance ks requested. Dependency allowances are clearly
not for the support of the Veternn himwelf. Therefore, they are included with,
and given the same trentiment ax, “effective family income.”

14. Ntatement of negatice income (line 1§). In the event that the independent
student and his family have a negative income (that is the Income of the inde-
pendent student and spouse are less than the sum of the varlous offsets agninst
income (line 9)), the support of hasic family needn must be given priority over
support of postsecondary education. Therefore, the effective income of the student
may be decremented by the amount of the negative income lwfore effective incotme
ix added into family contribmtion, Line 14 allows any negative income to be
restated as a positive figure for purposens of further calevnlations,

15. Nubtraction of ncgative income from effective income of the student (line
12), This subtraction estublishex the amount of effective Income remaining afrer
any negative income ix subtracted. In the event that negative Income exeewdn
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effective dncome, o nexative haliice will rondn ater this subtraction, Rach a
hegadive amount 3 prexerved for xubtencetion from e contribution from assets,

A4, Rtatement of vontribution from effective ineome of the atudent (line 14).
The amount of effective Income Which remanink after the adjuxtinent for negntive
Incame of the student is the conteibution from effective income. This amount may
e O guero) or poxitive, 31 mny not be n pegative pomber,

1% Net usxets nf applicant cand spouxe) (Hae 17V, For purpoxes of Barle
Grants, the following types of et will he considermd s Egqulty in faem, bux-
nesy, home, other renl estate, Sovks, honds, other investnentx, savings necownts,
otey Sinee equity Iz belug wensured, debts agadnsd the stated assets wilt be des
dueted inevahunting the net worth of those hxsets,

IN, Arat eonteihution rate (line J8), In determining n falr trontment of s
dent asxens, it has been axsumed that xince a student s the direct benelieiaty
of postsecondary eduention, he should be expected to dnvest n portion of hix
resourees in meeting his eduentionn) conts, Therefore, one-third of the rtudent’s
assets (recalevniated ench yonr) woulid be expected. Thix method Is sximple and
provides a modest rexerve for the student, The resull of multiplying the stue
dent’s et nesety (line 33) by the student axset nxsessment mite Uine 17 i« that
mnaunt expected from student assets for educationnl purposes,

19, Ofact aguinat the vanet contribution of the applicant and apouse dine 19),
Line 13 18 the wnount that is remaining after the offset of negative dixeretionnry
Income agninst xtudent effective income. 1t Is entered here ag an offset agulnat
student asset contribution,

20, Contribution from asscts nf the applicant and apouse (line 20). The namount
of e asset eontribution that remains after the ndjustment for negative disere-
Honpry income is that amoung expecied from their nssets for vduentional

——ee e PUEDUSES.. .

21, Standard contribution from income and oascta (line 21), The amount of
standard contribntion from the npplicant's and spouse’s Income (lne 12) and
the mount of contribution from the ansets of the appHeant and spouse (line 20)
ure addad here to determine the amount of expected famlly eontributlm from
ncome and aseetr for Basle Grantx purpores,

22, Multiple student adjustment (line 22).—Adding the coateibution from nn-
nual adjusted famby incoe to the asset contribution results in the expected
contribution for one family member In postrecondary education from family in-
come and asretr, Rome ndjustment muxt then he made for thoxe fomidiex in which
more than one family mewber will be enrolied in postrecondary education for the
acndemice year 10976-76,

The adjustments used for the dependent student may alxo he used for the inde-
pendent student, The uxe of the same adjustmments for both groups of students
asxures consistency of treatment, and hnplements the gesieral prineipte that o
family with snore than one person in postsecondary cducation shonld contribute
Jens per pesson than o family with only one member engaged in ruch study,

28, Total famity contribution (linc 231 .—The total expected family contribu-
tion for an independent student Is determined by ndding line 316 plux line 22,

1Xuhpart 1 of Part A of title IV of the Higher Education Act of 1063, s nmended
20 U.8.C, 1070a))

1FR Doe, $4-14926 Filed ¢-20-74: 11:00 am]

Jury 8, 1974,
Dr. Tearrrn BeiL,
 ommissioner of Education,
Department of Health, Educetion, and Welfare,
Washington, D.C,

Dear ComMissioNer: On July 2, there appeared in the Federn) Register the text
of a proposed BOG family conteibution sehedule for I975~76. The accompanying
statement indieated that you were submitting the exuct text of the currently: ~
effective schedule, that Yon were seeking public consments, and that those com-
ments would be given conntderantion In the developing of an actual schedule for
M75-76. We beljove thig Ix a very useful step, and that your office can, on the
baxls of the public commments you receive on this proposal, come up with a con-
structive proposed finily contribution kchedule to subnit to the Congress inder
Nection 411 (a) (3) (A) (31) of the Higher Educntion Act,

-
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Bt e wnne puge of the Federnd Register augrests that you belleve the print- i
i ol This existing sehednle copstitutes complinnee with that provision of the law, .
angd 1hnt it ean xepve uy the husds for Congressdonal review. We jnust ndvise you
Hiat We dn pot consider this ax consistent With the intention of the Jaw,

The Jaw envisages that you will develop a fomily contribution xchelule for
the setidemde year 175-14, and thint you will subinit thnt sehedule to the Congress
for review, ahd possible veto, By the express wording of the introductory pars-
wruphs of Your submizxdon of July 2, it 3s apparent thiut You have not yet unvelial
the real family contribution schedule for JUTH-50, thut you are still in the proes
ean—inerd, Juxt heginning the proceas, of developing such n schedule, and that
yun conxider the UCuhgressionnl review process to be the sune as the opportunity
for publle comment which s reguired hy Seetion 411 (1) (3) tAY (1),

The 1wn clnusex of subpaengraph 411(A) (3) (A) provide far wholly different
procexzes, Clnvse (1) allows for public comment to which you may then give
appropriate considerntion. Clause (1i) provides for Congressional review und .
veto, Clenrly, the basis for the exercise of the clause til} procedure must be,
aut the very least, a family conteibution sehedule which you are in fact proposing
ween if yon are not irtevoeably wedded to it

Last year, thin Subcommittee was faced with the same procedure, and the
Chairman objected to it when, on September 25, he introduced & rezolmtion of
disapproval. But conslderationa of time which were urged upon the Subcom-
wittew by the Office of Edueation prevalled, and hearings were beguu in the
nbsence of o “real” ftamdly contribution schedule, When, on November 30, the
Oiice of Bdueation submitted its real proposal, the Subcowmmittee wax able 1o
ke speedy action, and, after securing some superficinl improvements, the
TUT4-T0 sehiedule was relensed for implementation on Iecember 10,

3t B not vur dntention to follow the same procedure this year, We will co-
apornte fully with the Offive of Education and convene the Subcommitter to
consider the real family contribution schedule, s xoon a# it s unvelled, We will
net axk the Subeommitiee to meet and either the public or the Office of Falueation
to teatif’y uh i propesal that 18 not yet put on paper.

Very troly yours,

James G. O'11ars,
Chairman,

Jouy DELLENDACK,

‘ Rankiny Minority Mcember,

Enclosure, »

SEPTEMPER 18, 1074,
e, Terners BeLL
Commisaioncr of Educgtion,
Departinent of Health, Education, and Wclfare,
Waxhington, D.C.

Denr CosmMissioNeEr Berr, On July 8, we wrote you commenting on the pre-
Hminary family contribution kchedule which you had printed in the Federnl
Register earlior that month, and urging that a new submission be mande, in
necordance With the provisions of Section 411(a)(3) {A) (ii) of the Higher .
Eduention Aet, In that letter, we assured you that we would cooperate fully
with the Oflice of Eduention and schedule bhearings and Subcommittee action
on the new proposnl as soon as it was unvejled,

We have, In the meantime, recelved a number of informal assurances that
the new schedule s moving along, and will soon be subnaitted to the Congress,
We wonld be delighted to begin public hearings on the new schedule as early as
September 26, §f the new proposa) ix in fact before the Congress by that thne,
Our present sevies of hearings are scheduled to end on 8eptember 20, and we have
reserved hearing rooms and stand ready to apnounce hearings on Keptember
2¢, 27 and 30, if we can be assured that we will have the real 1970~-7¢ fumily
contribntion scheditle before us for our consideration at that time,

Pleave ot us Knew ax soon as yon ean 1 this wit) he possihle, so we mav move to
expedite the implementation of the BOG program for the next academic year.

Very truly yours,
Jaymes G, O'Hara,
Chairman,

Jou N DELLENDBACK,
Banking Minority Memher,
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Dararimkyt of 1Eattn, EpUcatioN, AND \WELRARE,
UFF1CE OF EDUCATION,
Washingtun, D.C., Scptember 23, 3974,
Jon, Jauxs G, O'Hara, Chairman,
Specied Sxbeommitice on Education, Committee un Education ard Labor, Heuse
] Reprosentutives, Washington, D.C.

Denr Mr. O'Haka: On July 2, 1974, the Office of Edueation published pro-
posed Fumily Contributlon Nchedules for the Basic Educational Opportunity
‘Grunt Program for the 197550 acudemic year in the Federal Register. These
Nehedules were nlzo submitted to you on July 3, 1034, As you way recall, these
Nehedules were published unchanged from thuse \’\ll&l’ull!‘il{ in effect with the
expectation thut modifientions would be propoxed ns ‘we hud the opportanity
Ty tecelve publie comment and analyze data on the lmpact of the 107475
Behoedules. V

We know that you share onr concern that the jmplementation of the Basle Grant
Program for the JU75-70 acndemic year be enrlier Ahan that which occurred for
I0T4~535, 11 we are to achleve our gonl of making the 19776 applications avadle
ably to students Ju Junuary 1975, we will have ty resolve these Nehedules by
November 1, 1974, o

In antieipation of your hearings on the Family Contribution Schedules for
1035-56, we would like to propose some muditeations, These proposed modificens
Hots denl with the following problems: ;

1. One of the continuing problems we have encountered is the treatment of
axsets, especinlly na this trentment affects fmnilies with home equity. In order
to muintain the principle that assets do contribute to a family's finnucial strength
nnd, nt the same e, pleviate some of the difieuliies We Know exint, wWe are
prop ving that the akset reserve (currently 37,000) be increased to $8,500, There-
fure, the only nsset valne which would be considered would be that nmount
remaining after a deduction i3 made for debts agalnst the nsset and un nxset
reserve of $5,000, We belleve they by ierensing the nanet reserve to this level,
we wanld alleviate the problems ws have recently experienced,

2, As you know, abother continuing problem we have had I8 the treatment
of e "eifective income of the student” which is defined by law to be any amount
pid 1o or on behalf of n student either under the Socia) Security Act wchich wonld
not be paid §f he were not a student and one-half of uny amonnt of educatiounl
benefits paid through the Veterans Administration, Since these benesits paid
vithyr under the Social Security Act or through the Veterans Administrotion
are paid to students becinse they are students, they appear to be for educational
purposes and are a signisicant factor in the current enleulation of the student’s
eligibility index,

This issvte was a primary concern in our discussions on the Family Contribu-
tion Schedules In effect for the current year, As o resnlt of these discussions,
j;h;' »t:]\-;lltmeut of “effective income of the student” was modified from the 1973-74
Nchedules,

While this modification di) alleviate some of the problems we had encountered
und appears to be a satisfactory treatment for socinl security recipients from the
lowest income families, this treatment still results in problems with regard to
inequities for other reciplents of rocial securlty benefits, In some cases, sindent
rovinl recurity benefits are being treated as effective fncome to the student even
though the family would recejve the same benesits whether or not the applicant
is a stadent. Thin can oceur when a family s receiving the maximum social
reenrity benent allowed, We would propose, therefore, thot the “effective Income
of the student” be made eguivalent dollar-for-dolinr with other family income,
and assexsed at the snme marginal rate,
~ Tnline with the provisions of present Jaw, this proposal will require a compara-
ble change in the treatment of veterans benefits, This means that income from
veternna education benefits will be assessed at half the rate applied to family
income tor nl} other students, This Is not the best way to treat veterans henefits
and accordingly we intend to seek remedial action as part of our legislative
program for higher education next year,

3. The third modification we would propose would he to adjust the basis of the
famlly size offsets carrently in use by the Consumer Price Index for 1974,

4, The 1ast change we would propoge denls with the independent student who
was espploved In the base yenr bt who loxt his employment in order to pursue
postsecondary edueation. Currently, the only provisions which would aliow an

[l
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Trlependent student to tile 1 Basle Geant application using estimated current
year income data arve (1) the lnability of the applicant to pursue normal ncome-
produeing activities due to disability or natural disuster and (2) the separntion
or rdh'lu.rue of the applivant or spouse rince the timne the Basie Grant applieation
wis fled,

Pherefors, the independent student who had carned income in the base yeay
hux olten heen determined to be ineligible for Basic Grant assistance even
1hough that student is no longer employad ;

In order to deal with this problem, we would propose permitting all inde-
pendent applicants, who were not stadents In the base yenr and who were em-
ployed on a full-time hasls, To fle a Basic Grant application using estimated cur-
rent year income data. ta

We bolleve that this modifiention will greatly alleviate the dificuities these
kinds of applicants are currently experiencing. Under the regulations that we
would dratt to implement this change the student would {1+ subject to a Inter
adjustment in any initial pnyment, We will be examining jossible mechanixms
to accomplisia this, ;

My staff and I took forward ty iscussing these pryposed changes with you when
we testify before your Nubcommittee,

Sincerely, ‘
T. H’- BELI,.
U.8. Commissioner of Education.

Mr. O'TTara. Commissioner Bell and several of his top staff are here
to testify on the new proposal. I will recognize them shortly for the
purpose of presenting it.

First, 1 want to make two observations:

To begin with, there is, I am advised, & misprint in the Office of
Edueation testimony cover sheet of monumental proportions. After
weeks of untiring testimony before this subcommittee in patient re-
sponse to our questions, the Office of Education has rewarded John D.
Phillips. who until this very day had been Acting Associate Commis-
sioner for Education for Student Assistance, When the sun rose this
morning. where there had been an Acting Associate Commissioner,
there appeared a real Associate Commissioner. *

The Chair is not going to pass iudgment on whether or not that is
n comment on Your energy, vour talent. yonr snffering—or your acting,
but in any event, congratulations. ,

second. the Chair wishes to welcome the Honorable T. H. Bell,
newly appointed U.8. Commissioner of Fdueation, to his first appear-
ance hefore the subcommittee, or at least his first appearance in that
eapacity, Corimissioner Bell has served earlier with the Office of Edu-
eation and is a familinr figure to those who have long been involved in
this Jegislation. His latest appointment is a new distinction in an
alrendy distinguished career. ‘

The Commissioner is accompanied by several of his top staff mem.
bers, all of whom are old friends of this subcommittee: Mr. S, WV,
Herrell, Acting Deputy Commissioner; (no longer acting) Associate
Commissioney Phillips: Mr. Peter Voigt. Director. Division of Basic
Grants: and Charles M. Cooke, Deputy Assistant Secretary of HEW
for Legislation,

Commissioner Bell. if you will expediticusly present your proposal
to this committee, T think we can for onr part expeditiously get abount
the business of letting vou know what it will take to get us to table
this resolution of disapproval.

: R7
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STATEMENY OF HON. T. H. BELL, U.S. COMMISSIONER OF EDUCA-
TION, DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE,
ACCOMPANIED BY S. W. HERRELL, ACTING DEPUTY COMMIS-
SIONER, BUREAU OF POSTSECONDARY EDUCATION, OE; JOREN D.
PEILLIPS, ASSOCIATE COMMISSIONER FOR STUDENT ASSISTANCE,
BUREAU OF POSTSECONDARY EDUCATION, OE; PETER K, U. VOIGT,
DIRECTOR, DIVISION OF BASIC GRANTS, BUREAU OF POST-
SECONDARY EDUCATION, OE; AND CHARLES M. COOKE, JR.
DEPUTY ASSISTANT SECRETARY FOR LEGISLATION (EDUCA-
TION), HEW

Mr. BeLn, Thank you, Mr, Chairman, 4 .

1 am pleased to be with you today to discuss the basic educational
opportunity grant program and to share with you our proposals for
modifying the family contribution schedules for the 1975-76 academic

rear, :
? Before we begin a detailed discussion of the family contribution
schedules, 1 would like to take this opportunity to give you & brief
status report on the current operation of the basic grant program.

Weare pleased to report that we are receiving 25-30,000 application
forms per week and have received over one million applications to
date. This compares to 500,000 applications for the entire first year
of operation which, as you know, was the year 197374, We attribute
this increase in volume to several factors: First, as a result of your
timely action on the 197475 family contribution schedules, we were
able to print and distribute the basic grant applications by March.
‘T'his allowed us to rench many potentially eligible students while they
were still in school, Secondly, the comprehensive training effort which
was conducted between April and June of this year resulted in an
incrensed awareness of the basic grant program on the part of high
school euidance connselors, postsecondary school officials, and others
who are in a position to assist students in making decisions regarding
postsecondary education, The e troining sessious were condneted under
a contract with the National Association of Siudent Financial Aid Ad-
ministrators. the National Association of College and University
Business Officers, and the American Personnel and Guidance Associa-
tion. l)urin{z this Spring over 500 sessions were held throughout the
country and we were very pleased with the extent of participation at
the secondnry and postsecondary levels. Finally, we 'Believe that the
finuncial aid community is much more comfortable with the program
thiz year, and a number of the operational and administrative prob-
lems experienced in the first year have been alleviated.,

. The fact that the number of eligible postsecondary schools have
increased from abont 4,300 at the beginning of 1973-74 to approxi-
mately 5,500 now, allows students even greater flexibility in deteymin-
ing their own educational goals. In addition, since most of these schools
are acting as disbursing agents for the program. we have already issued
initial authorizations totaling about $240 million to these schools to
cover awards to first- and second-year students for the first half of the
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current school year. These initin) anthorizations will, of course, be
adjusted throughout the year to reflect the nctual utilization of basic
grant funds at each school. o

In addition to those ongoing activitiss for the current academice year,
we are also well under way with preparations to operate the program
for the 1975-76 academic year. As you may recall from our testimony
last (you 1y we are making every effort to further improve the timing of
the basic grant program for the next academic year. A eritical part
of this cifort is, of course, the approval of the 197576 family contribu-
tion schedules. Our goal is to have next year's application forms
printed and distributed to all high schools and institutions of post-
secondary education by the end of January 1975.

Since the bosic grant is intended to be the first step in building a
student’s aid j.ackage, it is most desirable to have applications avail-
able at that time in order to permit finuncial aid officers to coordinate
effectively the basic grant with other sources of assistance for students.
In order to meet these objectives, we will need to have resolution on
the iamily contribution ~stlmdl;1]os by November 1, 1974. If that dead-
line is not met, the Government Printing Oftice has informed us that
our Prmtmg schedule will have to be revised substantially and we will
not have onr materials printed and distributed until sigmficantly later
than January. , g ; ‘

We are hopeful, therefore, that we can work with you and your staff
in achieving an early ngreement on modifications to the schedules.

Before we discuss the proposed changes we are recommending, I
would like to make some general comments on the family contribution
schedules, ‘ N

We think that it is extremely important to bear in mind, during this
review of the schedules, that the purpose of any need analysis system
is to act us u method of distributing resources,

1 am aware that the basic grant formula has received some severe
criticism regarding its “strictness.” It has been suggested that we are
employing a “rationing” system rather than « method which accu-
rately measures a family's ability to finance a student’s education.
Much criticism arises from differences in various families’ perceptions
of ability—or willingness—to pay, which involves value judgments
regarding a family’s standard of living,

Another point you may want to keep in mind du-ing these discus-
sions of the schedules is the relationship between the family contribu-
tion schednles and the appropriation and how that relationship affects
the level of student awards,

_In the cwrrent academic year, with total funding of $475 million
plns the carryover, whick ineidentally, Mr. Chairman, was about $45
million, basic grant awards for first- and second-year students range
from $30 to $1,050, with an average grant of $690, Given the level of
funding (mmaximuvm $685 million) we are likely to receive in the fiscal
year 197¥5 appropriation, to cover first-, second-, and third-year stu-
dents in the 1975-76 school year, we will be forced to reduce awards
below the levels for the eurrent vear without muking any revisions
from the 1974-75 family contribution schedules at all, Qur estimate of
the funding level necessary to maintain the current award levels for
the three classes of students was $762,500,000, This estimate was hased
on the 1974 family contribution schedules. With a $650 to %685 million
level of funding, awargs gill be lower in 1975-76 than they are now.

o
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Substantial liberalizations in the family contvibution schednles would
result in an even groater reduetion in the student awards hecause of
inereased eligibility. Thus. the chunges we are proposing will result in
reduced awards, some of which may be considerably reduced below the
awards for the current year, and any additional revisions will increase
this reducetion, , ,

We would at this time like to explain the changes we are proposing
to be made in the family contribution schedules. These changes, we
believe, reflect some of the major concerns which have been raised dur-
ing this past year. These concerns have included the family size off-
sets, the trentment of social security and veterans’ benefits, the treat-
ment of assets, and the treatment of independent students who leave
their jobs to H)ursne. postsecondary education, ‘

We have alveady outlined these changes for you in my letter of Sep-
tember 23. However, we would like to review these proposals for the
record,

1. FAMILY SIZE OFFSETS

M. Bfir. The first modification we would propose is an adjustment
to the family size offsets, We would maintain the base which has been
in use and make an adjustment for expected inflation as measured by
the 1974 Consumer Price Index. An illustration of the impact of this
proposal is attached to the prepared statement as exhibit A,

EXHIBIT A~]ILLUSTRATION oF PROPOSED CHANGE IN THE FaMILY S1ze OFFSETS

Family of 4+—1 parent working.
Family income—$6.000.

Income tax paid—o0.

One child in college.

1974-15 Pro%md
offsets

offsets
FAMIlY INCOME. .. oo eeeniniceeecicaceaenacrennneserenacrasonsssconnmorosnnn $6, 000 $6, 000
Less l'lmily SR OMSEE . . e caiiceinnnnciraancnenrineninirenenaa——— 4,680 5115
Discrattonary InCOme. . ... ecvncvunecmrrmeercrcenrramnoncerrase S eeee 1,35 435
Times expactation (e ....c.ccveeeariucncaceranarcrrenvronnnenne eeammnanctarenann (0.20) (0.20)

Expactstion from ICOMe.oo.env ... oo ——an o ———— cevenmnen R R Y

2. TREATMENT OF SOCIAL SECURITY AND VETERANS RBENEFITS
TO THE STUDENT

As you know, another one of the continuing problems we have had
is the treatment of the *“effective income of the student,” which is de-
fined by law to include any amount paid to or on behalf of a student
under the Social Security Act, which would not be paid if he were not
a student, and one-half of any amount of educational benefits paid
through the Veterans' Administration. Since benefits paid under the
SociafSecurity Act or through the Veterans’ Administration are paid
to students because they are students, they appear to be for educational
purposes and are a significant factor in the calculation of the student’s
eligibility index. _ )

However, the assumption that social security benefits, continued for
full-time students afier they reach the age of 18, are available for
postsecondary education, may be faulty for two major reasons,
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Under the sociad seeurity svsten, dependent ehildren may receive
<ocin] seeurity benelits nntil the nge of 18 unless a dependent child con-
Vinues his or her education on a full-time basis, in which ense the bene-
fits are paid until the age of 22 Ir is the amount of these benefits ve-
cvived between the ages of 18 and 22 which are considered to be »effee-
e dreame of the stodent.™ Sinee these benefits wonld not be paid to
or on bohalt of these ehililren if they were not to continue their eduen-
tion, we have assumed that they could be expeeted asa direct contribu-
tion for educational purposes, J ;
Information from the Social Seeurity Administration proves that,
“for many student beneficiarvies, this is not a fair expectation, as the
following example illustrates, ; .

Assuming that the family unit consists of a mother and two de-
pendent children, and the father is decensed, the amount of social
svenrity benefits paid to the family is determined in the following
manner; o ,

A. A formula is applied to the base salary of the father to abtain
the primary insurance amount (PIA), o

B. The P1A is multiplied by a percentage (at this time 150 percent)
to obtain a family maximum, For purposes of this example, assume
a family maximum of $400 per month, The amonnt which can be paid
to the mother and each dependent child is calenlated on the basis of 75
pereent of the PIA foreach family member.

Mother'r henefits ... ———— o i e i e i e e e _ K205

Ixt CHILS DEDCHES oommmmr e s m e = e e e e o5
20 child’s bEneHS o e e e et 205
Total DenetsS wecee e ccmmemerrreem e mmeme—————————— ——————— 615

(. Since the family maximum cannot exceed $400, each family
member’s benetits are reduced on a pro rata basis to come within the

$400,

Mother's Denefit] - cecummemeere e mecmmcm e em e ——m e ——————— S134
15t ¢hild's benefity e rmmrrmm—aemm s rmemmmm e —— e ——— 113
24 ehlld's benefits - e . ——————— 133

Totnl DeReits cmreccccccrrcmmccmrrcccrmmce s c e c—ee——— o ———— 400

D. If the first child reaches the age of 18 and does not continue his
or her education, the distribution®f benefits paid to or on hehalf of
the mother and vemaining child is redetermined by taking a different
pro rata reduction of the total which muy be paid in order to come
within the family maximum.

Mother's henefits o e e ———————————— e me A me . ————— 2300
Child's benefits._ .- e ——— o ———————— o e e e 200
Totnl BenefN e ccm e rec e cma s e~ ———————————— 400

Therefore, the child’s decision regarding the continuation of his or
her education has no impact on the total amount of social security
benefits paid to the family.

It is, therefore, very difficult to justify the present requirement that
in all cases we consider all of the applicant’s social security benefits as
being available to meet the costs o Kis postsecondary edneation,

_ 1 have been advised that this issue was of primary concern in discus-
sions with the committee on the current Family Contribution
Schedules. As a result of these discussions, the treatment of “effective
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income of the student” was modified. Tn the 1973-1074 academic year.
the amount of these benefits was included ax a 100 percent contribution
in the determination of student eligibility. For the 10741975 academic
vear the formula provides that in those cases where the allowable off-
sots against the total family income exceed the amount of that income,
a deduction is made from the effective income of the student to offset
this negative amount. While this modification did nlleviate some of the
problems we had encountered. it appears that this treatment still ve-
sults in inequities for many recipients of social secnrity benefits, We
would propoese, therefore, that the social security and veterans
edueational benefits be included in and treated as other family income,
We feel that this proposed change will recognize the fact that these
benefits nre. in many cases, based upon family maintenance require-
ments and are not based upon the stuggnt status of one family member.
An illustration of the effect of this proposed change is attached to the
prepared statement ns exhibit B.

BxH1BIT B—ILLUSTRATION OF PPROPOSED CHANGE IN THE TREATMENT OF SOCIAL
SECURITY BENEFITS

Fumily of 41 parent working,

Family Income—36.000,

Income Tax paid—o0.

Sucial Seeurity Benefits to Student—$1,200.,

Present Proposed

mathod cml'm

FAMIY INCOME.. « o iiviiinie taviie ctt ae o e tene o me tescimeesereeccenas $6, 000 $6, 000
ORI IICOMM. . v cceienraceanare sot cimcemeiemcacecceecvanenenascemnanavanans L1} 1, 200"
Total family 1NCOMB. ..o coveiiin oiinin o s e eeeaaaaa, . 6,000 7,200

Less family size olfset. . v e e e 15015 5115
Discretionary income . ............ KT 2,085
Times erpaCtIRION TAM. ... veoiiiiinimiecaeta et iran et rrein e vemnae (0.20) €0,20)
EXPOCIRtion 11OM INCOMP. ... ... ooiert e M4
T S

Effectiveincome of thestudant_ ... .. .. .ol cererees aeenens 1,200 0
‘Expectation from effective income. . rvveveeamrreeaeeiaesas {gtﬁ “(7!

Expectation from income and effective income of the student, .. Co. 01 Il 1lTI Il

o l| Note that the proposad family size offset has besn used to illustrate change in the trestment of social security benetits
ny.
2 %’ropoud change tncludes effecti/e income of the student in other income.

We should point out, however, that for & number of social security
recipients (those who are from two-member families) the current
treatment of social security benefits appears to be satisfactory and
equitable, since the amount of benefits received by the family is re-
duced if the applicant does not continue his or her education after the
age of 18, It would, however, be extremely difticult for us to collect the
necessary datx and make determinations on the ])ortion of the family’s
social security support which is based npon the applicant’s student

status.

A second and mich more serious soncern is the impact which this
propesed revision would have on recipients of veterans benefits, As
you know, there are two kinds of veterans benefits which are inclnded
m the definition of effective income of the student, The first is sur-
vivors benefits, which are very similar in nature to social security bene-
fits. The second is G.I, bill payments which are clearly for educational

o



A

purposes. Sinee only 0 pereent of veterans benefits are considered in
the basic grant system, a definite and strong advantage is given to
G.I bill recipients. However, we feel that this inequity is not as serious
as that facei by socinl security recipients and is one that we are willing
to live with during the existing 1973~1976 academic year in order to
give priority to correcting the problems of socin] security recipients.
This 15 not the best way to treat veterans benelits and, accordingly, we
intend to seck remedial action as part of our legislative program for
higher education next yeur.

8. TREATMENT OF ASBSETS

As I am sure you know, the treatment of assets in the basic grant
schedules has been the subject of considerable debate since the incep-

tion of the program. Recently, there has been some discussion regard-
ing eliminating assets completely from the schedules or exempting cer-
tain kinds of assets (for example, home equity) from consideration.

We believe, however, that assets must be considered in the basic

reant schedules because they contribute significantly to a fumily’s
finuncial strength, , o

The next issue which has been raised in the long debate over assets
is the suggestion that only liquid assets be considered. However, as
you can 1magine, the distinction between liquid and nonliquid assets
13 o diflicult one to make and one which involves a significant degreo of
individual discretion and judgment. ‘This again is u matter which
would require value judgiients regarding a family’s lifestyle and per-
sonal financial objectives.

We do feel, therefore, that our position regarding the consideration
of assets in the schedules, and our definition of those assets which are
considered, provide for a reasonable and justifiable approach in meas-
uring a famuly's linancial strength.

In the 1973-1974 schedules, the amount of assets which was con-
sidered in the formula was that amount which remained after deduc-
tions were made for any debts against the assets and an asset reserve of

$7,500.

zi‘)his treatment was revised in 19741975 to provide for an offset
against the contribution from assets in those cases where allowable de-
ductions from income exceed the family’s income. This revised treat-
ment has greatly rednced the numerous problems we experienced last
yeur with families having farm and small business assets,

We are, however, still concerned about those families who have the
bulk of t.’hexr_asaets in home equity, especially those with low and
lower-middle incomes. We are proposing, therefore, that the asset re-
serve of $7,600 which is now in use be increased to $5,000. According
to our latest statistics on 1974-1975 basic l%mm: applications, the over-
all net median home equity position of all dependent a licants hav-
ing home equity, is $10,630. The median asset position of those families
with home equity and whn have incomes of below $9,000 per year is.
below the $8,500 offset that we are proposing.

'+ We believe that by increasing the aseet reserve to this level, we
would alleviate the problems we have recently experienced. An illus-
tration of the proposed change in the treatment of assets is attached
to the prepared statement as exhibit C.
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Fanmmy C—lrLrseRatioN oF Prorosed CHANGE IN TUHE TREATMENT OF ASSEYS

Family of 4—1 parent working.
Family Income—$6.000.
Income Tax pald—0,

Neot Arxets of Family—=5§9,000,
One Child in Coliege.

Presant Proposad
method change
L4 .

Family INCOMB.. . Lo mvecmisevrmemar e iies . cemreraa e s e v e $6, D00 $6. €00
LessTamily sire oSt .o o iiiiiit treinr e, Creiavaig ey 15,115 5118
DIsCrationary thCOMB. wvvrenvensnessvonnvrsorsnus v e Moaemame s cwE et va et 885 888
Times @xpactalion M8 oo veverrernriiisse iinimrararcarrm e et b rmcn e e €0,.20) {0.20)
EXpRctalion 1rOm INCOMB. ... .o\ cvnueraneerrnsiraonersamarnrsmnsnssn e n e ananar m 177
A R — —— i

Netassats ... ooveenenn e e hm e NeeemeETaTEaNE Y AR EECEAERYEEYNEsveauvvoue 9,000 9.000
L3S 2SS0 TBSAIVE. oo iir v iemenns cenanmreresvar s av e mres et mee s e 7,500 B, 500
Available assets ... ...een.n CevvamrevvE e evees N N, 1,500 500
Trmes @RpeClalON T8 e an i crriioan s rasarmaa s r s er e a At rey (0.05) (€0.05)
Expuctation Hom 55885 .. .vaeucnvenvnarveancnasnmsnoan carmnan Siaetosesrinanrenns % bl
= oy

Expectation f1om income and BS3eIS. .. cniniirianavourravonansnmvnen emnueas memann 252 202

1 Note that the proposed 1975-76 family size oftset has been used to illustrate the asset change only.
4. TREATMENT OF INDEPENDENT STUDENTS

The last change we would propose deals with the independent stu-
dent who was emploved on a full-time basis in the base year but who
has left his job in order to pursue postsecondary education, Currently,
the independent student’s clgibility is calculated on base year income
data. The only provisi ns which would allow an independent student
to file a basic grant application using estimated current year income
data are: (1) the inability of the applicant to pursue normal income-
producing activities due to disability or natural disaster; (2) the
separation or divoree of the applicant since the time the basic grant
application was fileds and (3) the death of n spouse whose income
was inclnded in the ealeulation of family contribution.

Therefore, the independent applicant who was employed on a full-
time basis pd earned income in the base year has often been deter-
mined to be ineligible for basic grant assistance even though the in-
come enrned during that time is no longer available.

Aceordingly, we are proposing a revision which would permit all
independent applicants, who were not students in the base year and
who were employed on a full-time basis, to file a basic grant applica-
tion using estimated current year income data.

We are proposing this change with some reservation. however. One
of the eritical concerns we have is allowing what may be a significant
number of applicants to use estimated income for basic grants.

A number of recent studies show that estimated income is unreliable
at times, and may not in some cases be a valid base to use in determin-
ing need for financial aid program. We arc very much aware of this
and will be developing methods to verify the estimated data provided
by these applicants to be sure that abuses do not occur. Under the regu-
Intions that we would draft to implement this change, the student
would he subject to a later adjustment in any initial payment. We will
be examining possible mechanisms to accomplish this.

42-752—74——3 -
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In sununnry. we believe that the proposed changes in the treatment
of family size offsets, social seenrity and veterans edueationnl benelits,
assets, and independent students will significantly improve the family
contribution schednles for the basic grant program.

We have also provided you with some statistical tables on the im-

-

pact of the enrrent family contribution sehedules on 197475 appli-

eants, 1 shall be pleased to review these statistical materials wiih vou

ad then answer any questions you may have, 1 certainly thank yon.
Mr. Chairman.

Me, O'Hara. Thank you very much Mr. Bell,

1 think it wezld he worthwhile to go over these tables,

Mr. Ber, I it is all vight with yvou. T will eall on Dr. Phillips to
sort of review these with us,

1 you can do that hurriedly. John. so that we won't use too mnch
time.

Mr. Proiiies. Yon might look at the ssnmary statistics on the first
page and then go in whatever direction you wish to in vespect to other
materinls.

['The exhibits referred to follow :]

TABLE 1, —SUMMARY STATISTICS—BASIC GRANT PROGRAM

1973-74 1974751

Number of Spplications processed . . ... iiaiiaeiiaeiieeeeer e 812, 666 264,922

Numbar of applications returned Cinsufficient aata). ... . . . . ... ... . 100, 862 216,059
Numbar of applications not correclea todate. . . ...... .. . ... e 30, 535 149,708
Numbsr of validt applications (used in analysis). L e 482.23) 5. 204
‘Number of apphicants qualified .. .......ooii veiiiin i e e 268, a3 407,782
Number of applicants notqualified. . .. ..ol e 213. 887 307, 42
Percentape of valid appheations qualfying....... <.ooeee e o ol 55.7 5.0
Dats summary of the valid spplicstions:
Dependunt students:
‘Number ot valid applications {rom depsndent students........ 23,28 631, 552
Paicentage of valid spplications from dependent students 8.7 883
Number of dspandent applicants who qualily  .......... .. 232,641 353,768
Percaniape of dependent applicants who quality_ ... .. 55.0 %.0
In dent students:
umber of valid spplications from indapendent students. . ................... 59,102 83,662
Peicentage of vatid spplications from independent students .. _....._..... .. j2.3 7
Number of independent lgplﬂnu whogualily. ....... e errrtevareasanes 35.803 54, 014
Paicenlans of independent spplicants whoqualify.... ... ..... ....covnnins 60.6 6.6
Applicants with farm sssets: '
‘Numbet of dependent spplicants with farmassets. ... . .... ...coinennne 25,360 40,424
Percentage of dependent applicants with farmassets...... ............. ., 6.0 6.4
Number of dependent applicants with larm assets whogqualily ........ ... .. 10, 468 17.188
Percentars of dependant applicants with farm assets who qualily.... ... . 41.3 2.5
Applicants with business assets: . .
‘Number of dependant applicants with business assets. ......... «...... . 2,402 41,57
Peicentape of dependent applicants with business assets ... . ... ... 58 6.5
Number of depsndent applicants with business assets wha qualify. . ....... ... 10,763 19,632
Percaniage of dependent spplicants with business sssats who quakily. ......... a“1l 41.3
Social security educstional benafit recipients;
Number ol:,plm receiving sociaf security educational banefits..... .. ... 55, 12€ 70.873
Percentage of applicants receiving socisi security educationsi benefits. ... .. 1.4 11.0
Number of spplicants receiving sacia! security sducations! benefits who quality. 16,379 36,781
Poml's_l'ap of apnlicants receiving socia) security educationsl benefits who .7 5.6
qustify . ... ..., R . 3
Veterans educational benefit recipiants: .
Numbar of spplicants 1eceiving veterans educations benefits ... ...cevvene. 26,645 27,405
Perceniage of anpiicants receiving veterans educationai benefits. .. .. ... 5.5 41
Number of applicants receiving veterans sducational benefits who auslify. $. 020 10. 402
Percantage of applicants teceiving veterans educationsl benefits who quality. . . 18,8 3.4

1 Processed applications ss of Sept. 15, 1974,

Mr. Puwies. The number of applications actually processed as of
September 15 out of about a million that had been received is 864.922.
As vou will note, there was a significant number, 216,000. that were
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returned for corvections ad insuflivient data, The number of applica-
tions not yet correeted and baek in for processing is 149,000,

Al of these figures, of cowrse, compare guite favezably to the pre-

vions year’s figures beenuse they include timing of the progiam,
~"The number of valid applieations, the key hignre which is used for
the remainder of the tables that analyze the valid applications, is
[FBRIEN

Out of that 715000 valid applications that have been processed,
07582 have already gualified to veceive a basie grant award in 1974~
T B0T.000 were not analified, No, the percentare of those who have
netwally completed the process and have been ruled qualitied to receive
assistance is roughly 57 percent. This is fuirly comparable to last
yeur's Jevels,

M, O'Hana, Lat us o over those for a few minutes, The number
of applications processed is up about 60 pereent, it would appear.
but the number returned for insuflicient data has more than donbled
between the 2 vears, and the number not corrected to date is fantas-
tically more. Why is there an increase in the number of incomplete
applications, insuflicient data applications?

My, Voiar. ‘There does seem to be somewhat of an inerease 1 am
not really quite sure vet what that is due to, .

it is also somewhat mislending beeause the number of applications
returned for insuflicient data also includes students who v&wckvd the
box indicating that they were previously enrolled in postsecondiwy
edueation before April 1: and they represent about 42 percent of that
total, No those statistics are net quite comparable,

But we are working to get those applications corrected,

Me, Bewn, T think it is important to point out. My, Chairman, that
1973-74 is a full year and 1974-75 is ns of September 15, That does
not take anything away from the point that is being made by the
chairman, that these are Jarge increases in returned applications.

Mp. O'Hana. 1 was wondering why, because the form was simplified
somewhat,

Mr. Vowgr, Right, We will try to further simplify the form.

My, O'Haga, We went through that the last time of our hearings
and Mr, Voigt told us of the ways they were simplifing the form.

My, Ben, The number of applications not corvected to date are
nlmont fivefold what they were the previous vear; notwithstanding
the fact that one is a full venr and the other is ns of September 15,
this is a souree of concern tous,

Mr. O’'Haray, In your statement, Commissioner, you attributed the
inerengse in volume of applications, having received over a million ap-
plications to date a3 compared to half a million for the entire first year
of operation, to several factors, First, the fact that the basic grant ap-
plications were out earlier; and secondly, the training program that
went on, and so forth including the fact that the financial aid com-
munity is getting used to the program, But there is also a larger pool
of eligibles; is there not , ,

Mr. Beni. That is right. We think another thing is the early action
of this committee, which we appreciate very much,

Mr, O’Hara. Even if you had not had all the other things, granted
that you had a much larger pool of cligibles at this time, wouldn't you
have expected an increase?
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Mr, Voer, Somewhat Jarger, but not quite the same incrense we
did get, the million applications that we have received to dute
Mr. O'Hanra. Of course it may be that your applications are just
getting in earlier und they will trail off more quickly than last year,
~ Mr. Vownr, The statisties on the applications don’t indicate that.
They have been relutively steady for the Tast 2 months or so, 30-35,
000 per month, T expect actually this fall ; , :

Mr, O'Hanra. Tt will probably take n jump when they get to college
and find out they might be cligible. ; , .

Mr, PiiLuivs. Going back to your earlier question, Mr. Chairman, I
would expect a fairly Jarge proportion of that 149,708 fall into this
categrory that Mr, Voigt was talking about, those that were yeturned
becnuse they checked n box which automatically disqualifies them from
seeking nssistunee under the present rules that ‘we are operating under,

Mr. O'Hara. Looking down at the next items, let us see if there are
any changes among dependent and independent students,

Mr, Bevi., Could you talk to that, Peter? ‘

“Mr, Voiar. Sure, 1 think essentially the statistics are remarkably
similur in terms of the portion that applied in the distribution of de-
pendent and independent. 1 actually expected a higher portion to be

ndependent because we are now dealing with two classes rather than
with freshman nlone, _ ‘ o

It is nkio somewhat misleading in that the 56 percent cligibility
rte may grow to be somewhat higher. Last year the eligibility rate in
the first }fléw months of the program was Jower, and as the year went
on, kept increasing, We have experienced the same thing today.

Mr, O'FLara. Applicants with farm assets stay about the same, not
much of a percentage qualifying, because the change in the assets test
really did not affect the farm assets very much.

Mr. Voier. It affects those that were actually hurt the most, the
lowest-income farmers, There we sce a significant increase,

ﬂMr. O'Hara. In terms of farmers in general, there was not much
eflect,

Applicants with business assets, a little more change there, but not
much,

"Those with social security benefits, there isa change.

Mr. Voror. And quite significant, because most of the social secur-
ity applicants are really in the lower-income groups and obviously the
changes made Inst year affected them. As a result of the changes we are
proposing, next year we expect to see an even greater effect on those
who are Tmliﬁ .

Mr, O'Hara, Yes. That is very heartening to see that tremendous
improvement in the number of social security beneficiaries who are
qualifying, and veterans, ) )

Mvr, Voiar. The number of applicants receiving veterans benefits has
increased also, I think, that is primarily due to the fact that most of
these applicants are those receiving survivors benefits rather than G.1.
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Bill benefits, 1t turns out approximately 65 percent of these students
are really dependent applicunts receiving these survivors benefits,

TABLE 11.—DEPENDENT APPLIGANTS BY ELIGIBILITY STATUS AND INCOME RANGE (1974-7)

Intdms tahge—
S0t 33000t S$AMU®L  $6,000t  39.000to $12,000
Dependent applicants 2399 34,499 $5,999 38959 S99 blus  Tolat
| ullilvinr\(pevc‘ent) Caen e e 9.1 90.9 85,8 80.% 66 7.8 56
Nonguahtytng (purcent)...... .. .. . 2.9 %1 1.2 w5 n n2 7 (7]
Totalpercentage......cooo0 1000 1020 3000 T ooe 100 0.0 100

-

§ L et b . BN LA - e U TTUERS el ‘w‘:‘ AN

‘Totsl number of dependent apphicanis . 62, 768 47,5% 49,506 106,990 110,817 247,722 625,408

Number of qualined dependent appli ) o N N i ) o
P 60,946 43,227 42,803 B8NS 72,831 4,032 250,060

E4111 LN R
Peicentage of quahhod applicants mithin . ) - ;
e .. 17,4 12,3 1.2 oun 20.8 12,6 100

eath ancome 1auge

mm———

Mr. Voigr, The second table really illustrates the distribution by
family income of different types of dependent npplicants, qualified and
nonqualified. What this table does show is that while the program
is geared to Jower income families, we are reaching applicants in the
J.000 to §12,000 family income range, and these students represent a
fairly sigmificant portion of those who are applying.

Mr, O'Hana, Yes. T am rathes surprised that two-thirds of those
who apply in the $9,000 to $12.000 range are qualifying.

Mre, Paars. Of course, the amounts of assistance these students
may receive are somewhat less, but in tevms of sheer qualifieation, they
do represents—actuaiiy. if you take the two between $6,000 all the way
to R12,000, those two constitute 44 or 43 percent of the total distribution
of grants, ; ; ,

M. BeL.. Do we feel that has any relationship to their skill in
draftsmanship, that high qualifieation ? 1 wondered about that,

My, Volor, 1 am not sure. 1 don't quite think so. It is really a function,
in part at Jeast, of the other financinl factors that are reported. The
income that is reported wonld put them into those income ranges.

My, Punuies, Of course, Mr, Chairman, the second major line here,
the total number of dependent applicants, you look across and it is
apparent that we have a Jot of work to do in making sure that the
information does reach the lowest income eligible students, and that we
have, yon know, there is a sort of unmet grreup of eligible there that we
still have to keep working at and working hard.

Mr. O'Haxa. 1 think there are smaller numbers in that nothing to
3,000 group and $3,000 to $4,500 group, and smaller numbers graduat-
ing from }igh school,

My, Volar. The next table is essentially the same kind of talle, but
shows the families qualifying by the lm'efof their eligibility index, by
the level of family contributions. Again, it shows the same thing, that
the lower income families end up, in large measure, having the lowest
family contribution, and therefore, would receive the largest awards.
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TABLE VL - ELIGIBILITY INDEX LLVLL BY FAMILY INCOME FOR QUALIHIED DEPENDENT APPLICANIS, 1974 7%
1Total number of persons and pergent within sach income 1ange)

; Yolal
Income 1anee nﬁl:l
[V RN v L. ¢ ¥
0o $3.000ta §A500t0 $h00DYa $9.00010  $12.000
Ehpbiaty inden 2. ¥ LN ¥ 0.9 “30;”9 $11.99) ln ";
0l 198 ; ‘ . .

Numbet....._ ... . SBT3 332 WM 6 261 110 170,950
200 Patcent [ 9.9 MY 6 406 Lh L Y

Number. ... ... . ... 1,520 LA 3% 11,3% »wmn 1,754 35,428
Copgoent Ll LWL s 37 %2 200 a1 20 10,4
AW 1051 ) ) -~

NUMDOT. oo s e 3 My 2,003 134 BINT A4 % M2

PRCARt . . eiieen e 12 2.3 7 i6.2 191 (LX] 10.4
60010 799 . ; ‘

Numbel.... . v ceenien o 519 M 1,407 9,430 16,703 5,582 37,518
~opeeent L LT D 19 33 o e 10,7
800 to 999 o ) ,

NI o iiiin e 4% 72} nm 6,040 15,32 12,8 36,650

Pacant . T o L7 X | 20 30 o 10.5
1,000 10 1,200: ) o

Numbar..... . ... . . m (3} 1,026 A% JLA22 15, 24 0B

Percent .. .. . el 0.6 IS ] 2.4 51 5.7 n | &)

Total: ) ]
Numbet ... S saMe 3,22 .80 ®Ay 2.0 44,082 350. 060
Percant...... . . . 100.0 160.0 100.0 100,0 100.0 100.0 100,0
o 37 - SRR AVE ¥ SRR Y Y e [, e ——— e et i b b s et e Bt il Bale G
Pascent of quahitwed applants in ) )
each Income 1ANRY. .. .. . . 1”4 123 12.2 24.7 20.8 12.6 100.0

-—

Mr, O'Tara. 1 would understund that better if we made that left
column *Fumily Cont vibution.” Is that right?

Mr, Bent. Yes. That would improve that table considerably. It
wonld make it more readable. ,

Mr. O'Hana. Let'stake o look at tablet 1V : “Net Assets.”

TABLE IV. - NET ASSETS BY TOTAL INCOME, QUALIFIED DEPEMDENT APPLICANTS FOR TOTAL POPULATION
MUSINESS OWNERS, AND FARM OWNERS, 1074-73

Family income

000§, 50 000 §9,000 12,000
0to $2.99 b?l.m Dg’” wam to $11,000 $ Pl

Totsl dependant apphcants:
Aveisge. ... .. ... 9,620 9. 081 .71 5.24 1.982 5m
Median . 6,123 $, 007 §, 180 6,59 (X 1,595
Applicants with business assets;
Avetage .. .. .. .. . 3,715 5, 548 49 4,126 3,027 2.3
A ‘ ;:.n.m.'.. e , T6e m 3 .80 2,18 3,174
icAnts with farm assets.
”Mmm ........... v e v.Aan ls.“l 14,7198 12,085 9,232 5.629
Methan. .. . . . o ’ 22 10, 840 6.9 6. 459

1, 1% 9, 4%

Mr. Voiar. This is a table distributing qualified dependent appli-
cants by the average assot position that they do have, average and
medinn usset position. It shows the difference between all dependent
applicants and applicants having business nssets and farm assets,

Mr. O'Haga. S0 we see that even among the family incomes of $3,000,
and these are the ones that qualified—

Mr. Voier. Yes, these nre the ones that qualified and the ones that
have assets.

S |



335

Me, Paaes, These nre the numbers of people who gualify for basie
grants, but within that sample you eut out those who have no assets?

Me, Vower, Yes,

My, O°Fary. That is the reason that the assets decrease as you go
aeross into higher income groups,

M. Voar, Right. ,

Me. Pronies. More of them have assets,

Mr. O'Hags, In order to qualify, You ean gqualify with an average
of 56000 of business assets if vou had less than $3.000 income; but if
vou Jiad 6000 to $9,000, then it gets down to less, 1f the farm asset
thing s not more than the business asset, vou can see strong differences
there, And these ave among the qualitiers,

My, Vowar, Table V1 is the same table for all applicants.

TABLEVI -NET ASSETS BY TOTAL INCOME, ALL DEPENDENT APPLICANTS FOR TOTAL POPULATION, APPLICANTS
WITH BUSINESS ASSETS, AND APPLICANTS WITH FARM ASSETS, 1974 15

Famuly income

——

$3. 000 $4, 500 , 000 , 000 12, 000
0to3299 to$44¥9 toism xo’s‘i,m to S“.OW \ plus

Total dependent apphicants:
Avetage . .

11, 344 11,871 12,677 13, 565 14,064 20, 498

Mediah [ 11 §, 87 7,354 8,597 10, 420 14,035
ApPUCAnts with business assels. o

Average . . 1,508 7,06 2.182 8,0% 7.82] 12,918

Meduan . am 3,662 3,954 418 4100 5 2718

Appheants with fatm assats .
Average. . . . 21,261 22.645 243 25.874 21,468 %, 507
13,719 16, 305 17,882 17,985 21, 661

Median ' L. 1083

— . s o W——— Y

Me. Prngars, Those who gqualify and who don’t qualify.

Mr. Vo, Yes,

Mr, OFIHaks, What bothers me is that the average farm assets for
families having less than $3.000 mcome is ¥21.000 on the average,
althongh the median is $10.830, which means that some of them must
lm\ilq very sizable assets to bring that avernge up that high from the
median,

Mur, Vouer, Yes,nsmall block of families that have very lnrge nssots.

Mr, O'Hars, We are having in the fellow from New York State
progranm. and we will talk to him about better asset trentment. We
tlked to him earlier, you will veeall, We are going to see what new
developiments they are experiencing,

My, \'m;‘r. Tables V and VII are similar. showing the average family
contributions for those families that have assets, both for qualifving
(in table V) and for the total population having assets (in table V1),

TABLE V —AVERAGE FAMILY CONTRIBUTION BY TOTAL INCOME, QUALIFIED DEPENDENT APPLICANTS FOR TOTAL
POPULATION, BUSINESS OWNERS, AND FARM OWNERS (1874 75)

Family income

Oto  $3.000t0  $450000  $6,0000  $9.000 te $12,000

2.9 u”» 59 X $11.99 plus

Totol dependent applicants. ..., ... . $45 3.7 ;0] 34 864 5

Anhu'ng: with bu’s‘:ms (12, | VR n 144 248 483 130 ‘:?s

Applicants with farm assefs. . ... . n 16 21 492 né [ ¥
Apphicants withoul 1arm or business

L 4 I 1% {1/ 658 53
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TABLE Vil - AVERAGE FAMILY CONTRIBUTION BY TOTAL INCOME, ALL DEPENDENT APPLICANTS FOR TOTAL
POPULATION, APPLICANTS WITH BUSINLSS ASSETS, AND APPLICANTS WITH FARM ASSETS (1974 79)

Famly income

Dto  $3,000t0  $45001  $6.000to 9,000 to $12,000

$2.999 $4,999 $5,999 $8399  $119%9 plus

Total dependent apphcants.. ....... 3121 $297 3488 379 31,218 $2.640

Apphicants with business assets.. ... 197 A08 6b) 1,132 . 649 3,720

Appucants with tarm assets.. .. ..., 261 650 ), 093 1,568 2,189 4,335
Apblicants with no farm or busingss _ ) .

[ 11 1 SN U ——— 108 266 4R €85 116 2,473

R

Mr. O'H.ara, Now, the home equities ave in table VIIT.

TABLE VII).—HOME EQUITY FOR ALL QUALIFIED DEPENDENT APPLICANTS BY TOTAL INCOME (1974 75)

‘Number and percent of applicants

- ——

Home ‘equity tor

‘Homeowners All applicants Homeowners
income range Number Percent Numbei Percent Mean Median
01032999 .. .. 28,677 13.9 60. 946 17.4 $7, 289 5,540
43,000 10 $4,498 ... . 20, 721 10.1 3,227 12,7 7,632 6,180
$3.500 10 35,999 .. .. 22,1856 10.8 A2, EO03 12.2 7,867 6,537
$6,000 to 38,989 .. ... ... . 50, 452 24.6 86, 115 .7 8.017 7,024
$9.0001t0 $13,999. 1L TLLIIITTD 49,904 3 72,93 20.8 7,950 7, 280
$12,000 PIUSre.vernrverororranenoeee 33,397 16.3 4, 032 12.6 8.277 7,563
£ TR 205,327  100.0 350,060 100.0 7,892 6, 859
Mr. Vaowsr. Yes,
Mr. O'Hara. To be qualified. o
Mz, Voier. These are the qualified applicants. Table IXisthenon-
qualified, and table X is for the total population.
TABLE IX.~HOME EQUITY FOR ALL NONQUALIFIED DEPENDENT APPLICANTS BY TOTAL INCOME,
197475 .
Number and percent of applicants
- Home equity for
Homsowners All applicants homeowiers
facome range Number Percent Numbser Percent Mean Median
0.6 1.82 0.7  $28.33 $18, 567
1.4 4,308 1.6 17,974 13,929
2.2 7,103 2.6 ,363 14,119
6.9 20,875 1.6 17.610 15, 645
134 7. 580 13.6 17,183 15, 582
75,5 203,6%0 73.9 15.993 13,902
L1 1 PO 20, 440 1000 275378 100.0 16, 3%4 14, A4

YABLE X.~HOME EQUITY FOR ALL DEPENDENT APPLICANTS BY TOTAL INCOME (1974-75)

Number and percent of apphcants

Home equaty for

|~

Homeowuers All applicants huimeownels
Income range Number Percent Numbes Peicent Mesr Median
30 . . . 30,03) 6.8 €2 68 10.0 $8.238 $5, 762
$3.000 to .. 23,547 54 47,535 1.6 9,017 , 210
$4.500 to . 27,45 0.2 49, 506 8.0 9,7 6,797
$6.000 to 8, vb, 597 15.2 106, 950 1.1 10,337 8, 465
$900010810,999. .. ..iiniiirrninn Bl, 267 18.5 110, 517 127 1,532 9,824
$12,000 plus. ... eee i eras 210,470 4.9 41,72 39.6 4,769 12,283
Totah. o covevnvennonne . eeuee 438,676 100.0 625,438 +R.0 12,424 10, 535
Y. = -
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Mr, O'HLara, These percentages on table X don’t tell us what per-
centage of all applicants show home equity, do they?

Mz, Varer, Not within the eategories, but essentially T think in the
zero-to-three group, « lirtle Jess than 50 percent show home equity.

Mr. O'Thara. Can we make an extrapolation from the numbers in
the two columns?

Mr, Vorar, Yes, sir.,

Mr. O'1Lanra, So that not quite 30 percent of the lowest income range
show home equity : about 50 pervent of the $3,000 to $4,500 will show;
better than Ju percent of the $4,500 to 6,000, , L

Mr, Vower. As income goes up, it is guite clear that the incidence
of home equity increases.

Mr. O'llara. Even in the lowest income group, the mean home
equity is $8,200 and the median is $3,700: even in that lowest income.
1 suspect among that are a number of fatherless families and so forth.

lﬁ.\I;l'. YVagr, There may be, However, we have no data colleeted on
that.

My, Puniiies, Peter, isn’t it also true, thongh. that the proposed
change to $8.500 would put it above both the mean and median?

My, Voiar, In the lowest income eategory.,

My, O'TLara. But in the $3.000 to $4,500 group, it would be above
the median bur below the mean.

Mr, Voiar, Slightly below the mean.

Mr, Pruniiies, The effeet of that wonld be, if T understand it cor-
rectly. that the 8517 would be subjeet to a 3-percent tax, so that what
it does is to fall just shightly below the exelusion which would be
necessary to take care of the average home equity in this $3.000 to
$4.500 income range, but it wonld be a nominal tax; 5 percent of $517
would he the only thing included ; say $235 or $26.

My, O'Hara, Let's look at table X1,

TABLE X). ~TOTAL DEPENDENT APPLICANTS WITH SOGIAL SECURITY EDUCATIONAL BENEFITS, 1974-75

Number of
dependent Number and pescent of
apolicants dependent applicants racaving
recewin, social secunty banefits and
setIal  Percent Average  qualifying for hasic grants
secunty in mncome annual
Income range benefits range henefits Number Percent
$0082.999. . ... . el 18,026 4.9 $1,131 16, 516 91.6
$30001088499. ... _......... ...... , 789 14,9 1,180 7,158 66. 3
3,500 t0 §5999. ... R 10. 092 14,0 1,188 4,690 46,5
50001038999 .. ... I 15, 423 213 1,194 4,300 2.9
igs.ooo to$11,999...... 9, 047 12.5 1,187 1,052 1.6
12,000 pus...... 8, 944 12.4 1,214 228 2.6
Total, . ... e 72,321 100.0 4.9

LN 33,944

My, Vaar, That shows the total dependent applicants with socinl
security ber _lits. Quite clearly, with t{l(' change that we made in the
system last year, the lowest income students qualify now at a 91.6
percent yate, This is due to the fact that those families with the
owest incomes will. of course, have negative income and would be
able to qualify as a result of that,

When you go up higher in the income ranges, the negative income
does not play a significant factor and the qualifieation rate drops
fairly dramatieally.,
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Mr. Punsirs, The proposed change that we made here today would
increase the percentages as you move up the income lndder. would
it not ¢

M, Vouar, It would indeed. ,

My, Pigaars. It is hard to know exactly how it would <hake out.
but it might go to 80 pereent in the $3.000 to S50 group and raise
the other up as well

Mr. Vaoiar, It should also be noted that when you look at distribn-
tion of socinl security beneficiaries students by meome level, the vast
bulk of the students fall into the lower income range, So in all likeli-
hood the vast majority of them would qualify under the proposed
changes.

Mr, O'Hana, Right.

Table X171 is the family size allowance.

TABLE XH.—FAMILY SIZE ALLOWANCE

Atlowarnce | Allowance

Family sze 197374 9T 1975 761 | Family size 1973 74 1974-15 1975 761
Joovenen veenn = 100 850 kLR I . 6, 300 6,900 7,590
ronen 2,500 3,05 3,35 8 e 7, 000 7,600 8,360
K R 3,350 3,65 L0519 ... 7.700 8, 300 9,130
mamenem e e 4,30 4,650 LS TER N [ O 8. 400 9, 000 9, %0
JO PR 5,050 5, 500 6050111... ........., 9,100 9,700 10,670
ceavermanne i 5,700 6, 200 6020 12 ... 9. 800 10, 400 11,440

1 Estimated, assumes CPl increase of 10 perceni,

Mr. Beni. Theve, Mr, Chairman, we assumed a Consumer Price
Index of 10 percent in calenlating our recommendations for 1975-76.

Mr. Vowar, This is just an illustration which indieates how these
family size allowances wonld increase,

Mr. O'Hakra. How do you get the 10 percent for your last figure,
from when to when? ; .

Mr. Vorar. This would be from Jannary to December. '

Mq. Berr. Looking at the ealendar year. -

Mr. O’Hana, Rather than the school year or fiscal year?

Mr. Brri, We think that is going to be fairly close to the actual.

Mr. O'Hara. You are going to nse the #1074

M1, Besi. We are going to use the *10.”

Mr. Cooke. We use the CPL

My, O'ILara. You are going to use the CP1?

Mr. Bewi. Right, ,

Mr. O'Hara. Of course if yon ave going to publish by January 1-—

My, Cooke. It shonld be December to December.

My, Voigr. We will have published the regulations and have the sys-
tem in place in time to process student applications, Student applica-
tions will go out in January.

Mr. O'Hara. T understand, You don’t needd that when you go to the
printer.

Mr. Voiar. That is vight, _

Mr. O'Hagra, The basic scheme of the eligibility system is based on
the Orshansky low income, formula isn’t that correct ¢

Mr. Bern, That is right,

Mr. O'Hara. And the most recent one or what ?

Mr. Voter. We wonld go back to the most recent one and apply the
Consumer Price Index increased to that. .
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Mr. O'Hara. You will go back to the most vecent and apply it co the
Consumer Price Index¢

Mr. Vowar, Yes, _

M. O'1lara. That is for your basic effective family contribution
schedule, , o

My, Voiar. That is right.

Mr, O'Hara. As you know. T have some serious donbts about the
realism of doing it that way. OF course 1 recognize that you treat some
other things a little differently than the other needs analy=is services,
so that it does wash oot in a aumber of respects,

With respect to the prospects for next vear. you are projecting a
veduetion in the size of the average award.

Mr, Voiar. Yes,

Mr. O'1Lars. Based on the expeeted appropriation that is now nnder
consideration,

Mr. Beri. We think that is inevitable with what has now transpired
hoth in the Senate and the House on appropriations, The size nl‘l that
and what we can project the approprintions to be of course affeets us
as we calenlate these weighting factors in the formula, obviously. For
example, we estimate that it will take $33 million to raise the asset
reserve to $8.500 at full funding. ;

Mr. O'ILwea. Are von making any change in what it takes to he con-
sidered an independent stndent? As of now if someone lives 2 weeks
with his parents—

Mr. Vowgr. Right, We ave not proposing to change the definition of

independent student, » , ;
_ My Panvraes, It is a three-part definition ; the 2-week rule. the claim-
ing on the income tax. nnd the parental support factor, If a student
answers “yves” to any of those three questions, then he is not qualified
as an independent student,

Mr, Vorar. We had a relatively small amount of reaction or comment
on that independent student definition,

My, O'Hara, Tam sort of hung up on it becanse of my own personal
experience. I was an independent student thronghout the time 1 was
in college, but T used to spend more than 2 weeks a vear living in my
parents’ home, 1 nevey got any money from them. T wonld have been
in o tough way if the (i, 1. bill had had some kind of qualifier that snid
if you lived move than 2 weeks with your parents you were not quali-
fiedd for the benefit,

I think the other two are pretty realistic tests. but that one concerns
me. What is the rationale for that ¢

Does any one of yon want to take that on?

My, Ben, I was going to observe. Mr, Chairman, that T attended
vollege on the G, 1. Dill and T was raised in a home and reared by a
widowed mother. and T spent more than 2 weeks in that home, but I
was far from a dependent on that income beennse there wasn't any for
me. T wonld be like yvou.

Myp, O'Hara. You and I have had similar experiences. 1 just don’t
nnderstand that 2 weeks one. and we have had some complaint about
it from the Student Lobby and T think from the National Student As-
socintion as well, that it was not a fair test,

Mr, Bern. T will be interested in my colleagme’s answer.,

Mr, Vorgr. 1 think the definition veally. essentially, is one that tries
to measure whether a student is financinlly dependent on his parents, -
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The assumption is that if a stndent does live at home he is in part re-
ceiving support. from his family, The two-week rule is one that we
picked essentinlly becanse it is often the length of a normal kind of
acation, Christimastime. certainly not in the summertime for a stu-
dent if he is oruly dependent not to he home.

By the way, not a total of 2 weeks durving a given year; it is 2 con-
seeutive weeks at a time.

Mr. OHara. Yes, but even so, I think one of our problems in the
whole student aid picture, and this is not meant as eriticism, beeause
it 35 equally applicable to yon and to us, is that we don’t have behavior
maodels. We look at theovetien] models.

T suspeet that in actual practice it is not unusual for an independ-
ent :stmsont to spend a summer vacation living in the home of his par-
ents while he works,

Mr. Berw. And he may be contributing to the income of his parents,
not being dependent at all but contributing to their income.

Mr, O'Hara. Right. 1 don’t think there is any account taken of that.

Mr, Vorgr, In part if the student, whether he is dependent or inde-
pendent, is declared dependent and he comes from a low-income fam-
ily, he will of course become eligible.

My, O'Hana. Yes, but even if he comes from a middle-income family.

Before we get back together on this matter I would like to have you
folks think about seratching that as one of your tests. I have no com-
plaint about the other two tests. T really think that maybe the other
two tests would cateh all the people you wounld want to eatch and sort
ouf.

My, Piactars. Mr. Chairni, there is a problem, however, that it is
very hard to measure what the extent of a family's support for a stu-
dent might be if they are living at home for any significant period of
time during the vear. you know, the base year to apply for funds.

We did not have a great deal of comment on this when the basic
grant rexulations were printed, but we had a very significant amount
of comment in response to the proposed rule which also put the two
week rule into the supplementary educational opportunity grant pro-
oI,
™ Relieve me. we have sort of torn our hair and racked our brains for
a test which might be better to get at that problem and thus far have
not really beaun to come up with something that would prevent the
kind of invisible but nonetheless very real status of dopen(]cncc but in
fact a technical elaim of independence. ‘

Mr. O'Hara. 1 think the reason you have it in there is because you
want to stop the chiseler, and if the parents can contribute you think
they ought to and so forth. It is the fraundulent claim that you are after,
I think. with your two-week ruie,

Mr. Bern. T think. My, Chairman. that we need to recognize that we
nead to examine that and do some homework on it. '

Mr. O'Haga. I wonld appreciate it if you would do that. T will do
some more thinking about it, myself. When we get together again, per-
haps we ean disenss it.

Mr. Brii. Right.

AMr. O Hara. You mentioned in here that there continnes to be a
problem, althongh not a great one you believe, with the veterans bene-
fits situation, if I can find the vight passage here,

Mr. Pracaars. I think it comes toward the end.
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Mr, O'lLana, Here we arve:

We feel that this inequity is not as serious as that faced by social secupity
recipients and Is one that we are willing to live with during the existing 1975-7¢
academie yenr in order (o give priority 1o correcting the probleins of socinl secu-
ity reciplents. This s nor the best way to treat veterans benefits and, accordingly,
we intend to seek remedinl netion as part of vur legisiative program for higher
education next year.

Either now or when we come hack together again, perhaps we can
discuss some of thue possible ways to handle that legislatively so that
we ean review together mud that will give yvou a better notion of what
the committe’s thinking is and we will get a better notion of your

Lthinking, , ‘ ,

Mr. B, It may be that we can be in touch with your staff and do
some more work on it, ,

My, O'liana, I think that would be helpful.

Then the whole assets thing, maybe we will wait on that until we
have the New York P“Oll’](,‘» in and get their testimony.

I am generally pleased, let me say, with the changes that you have
proposed. 1 think your change with respect to permitting the
mdependent student who worked the year before to make an estimate
makes it easier for the nontraditional type of student whom I think
we have to give a great deal of encouragement to. The old system gave
him a great deal of discourngement. -

Mr. Brrn. Tam told, My, Chairman, that past discussions have had a
profound influence on these changes,

Mr, O'Hana, That is one of the reasons I am so pleased, I am sure.

Mr. Beor, That may be the understatement of my testimony. I have
vlomc in in the middle of the movie, so to speak, and I have been told
that,

Mr. O'ITara. T am pleased with the increase in the assets reserve,
although with reservations, and the business about the social security
benefit is a great jump, I think. T liked the change last time, but this is
better,

Gentleman, thank you very much,

My, Bron, Notwithstanding the skirmishes, Mr, Chairman, T under-
stand from 1wy colleagues there is a very warm feeling and relation-
ship with this subcommittee. We hope that is going to continue,

Mr, O’Iara, I hope so, too, Thank you very much.

Myr. Bevn. If T could, Mr, Chairman, T wonid like to put in a plug—
maybe it is redundant to sny—that we surely want to move on this,
and we are concerned about the time constraints. '

Mr. O’'Hara, We are very anxions. I hope you are getting some
movement out of the Senate,

We hope to he able to finish our consideration of this matter before
we recess. Now, we are scheduled to recess on the 11th, If we don't,
you see, we are not scheduled to come back until the 12th of November,
so we would like very much to meet that timetable,

Mr, Bern, We are going to be before the Scenate shortly.

Mr. O'TIara. Thank yvou very much.

Mr. Bere, Thank vou.

Mr. O'Hara. The special subcommittee will now stand in adjourn-

- ment_until Wednesday morning at 9:30 in room 2257,

[Whereupon, at 10345 a.m., the special subcommittee recessed. to
reconvene at 9: 30 a.m.. Wednesday, October 2, 1974, in room 2257
Rayburn House Office Building.] = 43 ’
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BASIC EDUCATIONAL OPPORTUNITY GRANTS—
FAMILY CONTRIBUTION SCHEDULE, 1975-76

WEDNESDAY, OCTOBXR 2, 1874

Iotsk oF REPRESENTATIVES,
NPECIAL SUBCOMMITTEE 0N EprcaTioN
or e Codyrrer o8N EptcarioN axn Lasor,
Washington, D.C.

The special subcommittee met at 9:40 am,, pursuant to recess, in
voom 2257, Ruyburn House Office Building, Hon. James G, O’Hara
(chairman) presiding. ;

Present : Representatives O'Hara, Biaggi. and Dellenback.

Present also: Jim Harvrison, staff director; Webster Buell. counsel s
Elnora Teets, clerk; Bonnie Stricklin, assistant clerk; and Robert C.
Andringa, minority staff director.

My, O'Hars. The special subcommittee will come to order.

This morning it is my hope we will conclude our hearings on House
Resolution 1396, the pending resolution of disapproval of the 1975-76
BEOG family contribution schedule as transmittted to the Speaker of
the House last week.

Lasr Monday we took testimony from the Commissioner of Educa-
tion and his staf. I expressed my satisfaction at the direction the new
woposed schedule had taken. There are aveas in which I believe the

Mive of Education should go a little further in order to make this next
venr's schedale a renlistic one and to move it in the snme direction as,
for example, the new College Scholarship Service family contribu-
tion curves have taken. recognizing the increasing difficulty most fam-
ilies have in making contributicns of the magnitude earlier schedules
under BEOG and other needs analysis systems have demanded of them.

Taday we will begin by taking testimony from one of our distin-
guished collengues on the full Education and Labor Committee, the
gent leman from New York, Mr, Peyser.

*STATEMENT OF HON, PETER A. PEYSER, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF NEW YORK

My, Prvser. Thank you, Mr, Chairman, I will be very brief,
1 have submitted a brief written statement ¥ would appreciate hav-
inﬁ in the record, und then I will make a brief statement.
Mr. O'ILwra. Without objection, your statement will be printed in
the record at this point.
[The statement of Mr. Peyser follows:]
43)
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STATRMENT or 110N, PETER A, PEYSER, A REPRESEXTATIVE IN CONGRERS
FROM THE STATE UF NEW YoRK

Me. Chairnnu, 1 would like to bring 1o your attention teday a particubrly dis
tressing sitoarion which has recently come to my attention, It voncerns the bisic
vducitionil opportunity grant program,

As a0 member of the House Eduearion Committee, 1 aetively worked vn the
proparation uf this legistation, It was my anderstanding that the intent of the
amhorizing legislation was to mjd Jow- and middle-ineome familles in postsee-
ondary eduention, However, now that the program is in operation, 1 ean see that
it s not reaching these whom it was intendud to heip,

1 would like to point vut a case at hand, A eonstituent of mine is a widow
with twa children, one of whom is in college, ¥he hux a net income of approxi-
mately $6,3587. Xhe owns a house which has been given a net axset value of
X3540N, Aceording to the basic grant schedule, it has been determined that she
has approximately $1,063 to spend on her son's edueation, which makes her in-
vligible for n grant,

1 propose that this schedule i not at all equitable. How ean n widow, with two
ehildren and an income of $6,087, porsibly have $1L465 to spend un her son's edue
cation? Must she sell or mortgage her home to nicet these expenses?

1 fully ugree that savings accounts, stocks and bonds, and other like Jiquid
assety he considered ns xuch. But I do not feel that equity in one's home shonld
he considered as an asset in computing eligibility. If one owned a $100,00 home,
une could not afford to pay the property taxes with such a low Income. So it is
Iudicrous to hyputhesize that owners of expensive homes would be eligible for
grantx if this type of asset i= excluded from the Zormula.

1 strongly urge the subcommittee to modify the schedule in order to correct
this type of injustice, T think such a change xhould more aceurately determine
and reflect a student’s “need,” If we are to continne this program at all, we must
make it work for those for whom it was ibtended, sneh as my constituent, :

Mr. Pevser. Mr. Chairman, again 1 want to thank you for the op-
portunity of testifving and also for the leadership that you have dem-
onstrated in this whole program in the fields of higher education.

T am very disturbed. Mr. Chairman, over what I find has developed
in the basi¢ opportunity grant program. particularly as to the method
of arriving at calenlations as to whether an individual can qualify or
they cannot qualify.,

1 have spoken to the Office of Education on this situation,

Let me give vou an example of what we are faced with,

A specific ease of a widow with two children whose adjusted gross
income is $6,500, She has a home that has an equity of $35.000, Based
on the formula that is applied, it turns ont that she should be able
to contribute $1.665 toward toward her sons’ edueation,

Now. there is no way that this women can contribute $1.665 or any-
thing resembling it. In fact, this woman and her two children are
hinving a diflicult tiie just existing,

Now, the problem they say is, “Well. she has a $35.000 cquity in a
home.” Then the alternative is that she could sell her home, 1 suppose,
and live somewhere else, try to find another place, and then with that
escess money help her sons’ education, You and I know this would
be very counter-produetive and not realistic. _

In speaking to the Department, T said. “What do you consider to be
the average value of the home of recipients of the grants?”

They told me that $10.000 was considered to be the average value of
a home from anybody receiving the gnant. ,

Woll. if this'is the measurement that is being used. I would like
to suggest that this program is turning into a highly diseriminatory
one against any individual who lives in any metropolitan avea in this

G
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vountry bevanse the only ones. frankly. who vould gqnalify on this in
metropolitan New York would be prople on welfare,

1 am in no way opposed to those people having the henefits of this
program. But my understanding when this program was originated
was that this would he reaching out far hevond people who were on
welfare and people with lower middle incomes would be eligible.

In my metropolitan New York aren under this basis anyone who
had 2 home would automatically be disqualitied beeause there are no
homes of 310,000 in the metropolitan New York arvea.

I would just like to suggest in your studies that ave going to take
phice and are already taking place in oversight on this is that con-
sideration be given to this formula and that a person’s home should
not be a factor in determining whether they have enough current in-
come to contribute to their child’s edueation,

When 1 mentioned this, someone in the Oflice of Education said,
*Well, we might find someone with a tremendously expensive home.
say 4 howe of $100,000 or more, and having this kind of income.”

I said, *If somebody had a $100,000 home in the metropolitan area
and had an income of $6.500, they could not even pay the taxes on
the home,™

So, I said, this makes no sense whatsoever.

It seems to me that in fairness to the middle income, lower middle
income people, something has to happen on this formula to give them
an opportunity to participate in this program because I thought that
i what we had developed the program for, but it certainly is not work-
ing that way.

Mr. Chairman, again I thank you.

If there are any questions, I will be delighted to answer.

Mr. O'Hara. My, Peyser, T thank you.

Let me sny I could not agree with yon more on what you have said
in your statement. You are absolutely right.

The utilization of assets with the small asset exemption we now have
results in a decided injustice to a number of applicants. I don’t think,
as a matter of fact, that a widow with children should be required to
sell & home in order to finance her child's education,

You will be interested in knowing that we have coming in today and
testifying before us the representatives of the New York State pro-
gram where they don’t count assets of the sort we have deseribed and
where they have found apparently that it works out a lot better that
way, There are no abuses,

My major reservation about the proposed new schedule has to do
with the treatment of home equity.

h_I would like to keep in touch with you and maybe we can work on
this.

Mr. Peyvser, T will be very happy to.

Mr, O'Haga. Mr. Dellenback.

My, DerLensack. Thank vou very much.,

We do apprecinte your input; you are a valunble member of the com-
mittee. I appreciate your concern about things other than just the sub-
commiittees you are on,

Given the present program, do you think there ought to be any atten-
tion paid to assets at all in computing who is eligible? Shonld it be just

.o
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a ineome mensure, or shonld it he w measure that combires assets and
income ? _ o

My, Pryser. T would sugwest that assets should be considered in the
form of Nianid assets. 1 think if somebody has $25.000 in a savings bank
or owns $30,000 or 30,000 of securitios that are marketable securities
that this is un asset that 1 think shonld be invested in a child’s eduen-
11om,

1 gness the specitie thing T am against is the question of using a per-
son’s home as the asset, They tell me that that is the primary asset in
most of the cases from whom they have applications.

Mr. Derresnack. So, vou would be in favor of using assets qualifi-
eations. but all von would do would be to exclude homes.

Mr. Prvser. 1 would exclude the home, T wonld use liguid assets, 1
would not use an automobile or anything of that natwre. If T were
talking assets, 1 would say liquid assets. _ ,

Mr. DeLuesnack. Do you consider stock held today a liquid asset?

My, Peyser. Well, it would be very watery.

Mr, DeLiesnack. What would ‘you do in this type of situation?
1tow do you make for equity in the following case? ;

"Two brothers or sisters have nothing. Their parents die and each
one gots $50,000, Therefore, the $50.000 would be taken into account
if they had ¢hildren, One family decides they will live in a rental
home ind put the $50000 in a bank. The other family decides they will
use their $30.000 in purchasing a house.

Now. n month later they apply. One owns 50,000 ecuitv: the ather
has %50.000 in the bank and is paying monthly rental. One of thoge
families will qualify and one wi‘l not. under your system.

Mr. Pevser. 1 would just have to say on that, you know. people
do make decisions throughout their life on what they are going to do.

Mr. DEirENBACK. Yon wonld say that if a person elected to invest
in real property, then they should get special treatinent over the one
who elected not to invest in ren] property ?

Mr. Pevser. If vou want to prevent the exact circumstances of what

vou are suggesting, J wonld have no objection to sayving that if a
home was purchased within a year of an application—in other words,
to prevent the ¢ircamventing—the matter by buying a home in order
to aunlify,
Mr. DeLiessack. T am not suggesting they did it for that purpose,
T am just saving that under those circumstances two different Tamilies
otherwise identical end up with one type of asset being treated one
way and another being treated another way.

Mr. Pryser. T wonld probably end up supporting that becanse that
was a decision that the family made on t'heir own.

Mr. DrnieNsack. T am not suggesting they did it for that purpose.
who. under those circumstances, instead of investing in a home in-
vested in a small business. It was just a little shop of some sort but all
their $50.000 went into that small business. Now, if their child applies,
are thev going to have to sell the small business?

This is not 1 home—not a residence. It is the thing from which they
are making a living.

Mr. Pevser. You pose an interesting question.

- 48
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In other words, you say that someone who has money invested i
their business but whose earnings are 5o low—— - o

Mr. DrLiessack. They are Jiving off the business with very little
income. All three fumilies are making the same number of dollarx.
VO.O67T,

Three brothers: One has £50.000 in cash in the bank or in stock at
the moment, 0 very bad valuation situation, diflicult to see; one has
{30000 in the home; one has $50,000 in the small business, and they
are Jiving off the income from the small business,

How are you going to treat the small business?

Mr. Pryseg, ﬁ‘}s an interesting question, ;

What you come around to on that is the qualification of saying that
the unly usset that you would treat would be an nsset, savings account
or bonds or something of that nature, and say that that is it and that
anything else eannot be counted as an asset. Therefore, your people
who have the store or the little business would qualify.

My, Drriessack. The fourth brother took his $50.000—these mre
very wenlthy purents—and elected to invest in n type of asset, but it
is n nowliguid, long-run investment in real property, ranch land or
voal Jand in the west, Are they going to have to liquidate that one?

Mr. Pryser. My feeling there is that that kind of investment is an
asset. n Jiquid asset. To my way of thinking it is. This is very similar
1o what we have heard in testimony on the cattle credit bill that came
up where ranchers appenred before us saying that they wanted finan-
¢ind help and when we got into cases, we found out that they owned
thousands of acves of other land, nnmortgaged or unencumbered, that
wias not related to the cattle. They did not feel that was an asset for
them,

Mr. Derrexnsack, The brother did not do that, Tle moved onto the
ranch land and grazed 17 head of cattle,

My, Pryser, If that were my home, inder my qualifications that
would not connt unless the eattle, themselves, were an asset, which they
would be,

Mr. Drnexnack. Actually, they did not live on that acrenge; they
lived down the street.

My, Pevser. 1T am afraid we are getting too far down into this
labyrinth here that we've lost sight of our original point. I think that
the basic point T am tryieg to make, John, 1s that a person's home.
where they are actually living— '

Mr. DELLENBACK. You are going to throw the house ont—

Mr. Prvser [continning]. Should not be counted as an asset,

Mr. Druiexpack. Small business should be,

Mr, Pryser. Unless you could qualify it in such a way to make
good common sense : and T have known you long enough to know that
you deal in common, practical things, that we should find that defini-
tion very easily,

But the home. to me, in most cases, nnd the Office of Education told
me that in most of their cases the home is the asset.

Mr, DeLiessack, Would you set any valuation on the agset?

Mr. Pevser. They told me the national average was $10,000,

Mr, DerLexpack, The figures given to us for all ualified depend-
ents' home equity as opposed to gross value mngeg from $7,300 to

x
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abont $8,700, Thut is the equity. "That is to qualify. But for those who
Jdon't qualify, nsset values ranged from about $16.000 equity, to about
528»000)

My, Prysir, That iz exactly the point Tam making, They happencd
to give me a figure of $10,000 yesterday but 1 defer to your figures.
That is exactly the point. _ o o

1n metropolitan arens, 1 dow’t know anyhody who had a home who
could qualify under those circumstances, ‘

My, ;D.Bummmcu. Did you take gross valuation of the howe, or

ity
cq“lg Pryser. Equity in the home, Somebody wonld have to have a
mortgage so big to get the equity down in New York, with this $6.500
income they could not pay this kind of mortgage.

Mr, Drreessack. The exnmple you gave me an equity situation?

My, Pevsenr. That is right. ‘

Mr. DeLikssack, Anyway, we agres that the problem is complex,
You could specify some dolar value-—whatever it is, $7.500, $10,000,
$20,000—und sny, look, whatever the individual puts his or her money
in. that s their business. Whether they want it in a house, in busi-
ness or in stocks. they nll should be treated nlike and there should be
a net equity value, whatever that is. ’

Mr. Peyvsen. Would you feel the same about a savings account?

Mr, DeLLENBACK. You range that across the line to the situation
where you don’t pay any attention to assets at all 1t does not mutter
what vou have; it 1s strictly an income situation and that would in-
directly take into account investment, beeause if you put it in stock,
you would have an income. If, on the other hand, you put it in o
savings account you would have an income, and if you put in a house
vou would have un nesthetic income but not a monetary income, The
difficulty is, where are you going to draw the line, Peter?

1 confess I would have great 5iﬁiculty in saying no home at all, If
you set it at zero, that would be unfair.

But I also find it very difficult to take the hypothetical examples
that 1 gave you on the first three cases and make a dis*inction,

We each have $30,000; vou and I are brothers. You elcv. ong thin
with your $50,000, and I elect the other thing. One of us gets zapped.
I have trouble with the inequity in this, You can stretch the fine line
to the business from which you make a'living to the home in which
you live, and T understand the point you make, However, I would be
strongly agninst having no asset value.

The question is: Where would you draw the line?

The impact of it is that we don’t have limitless dollars in this pro-
gram. 1f we had limitless dollays in the program, then we would go
a different way. .\s it is, every dollur you take and give to one person
you take away from somebody else for practical purposes, Now, you
are in a situntion where you must choose one person over another—
not just in a vacuum of whether or not this person should qualify.
You are saying, is it better that this &)erson qualify rather than this
person? That 1s really what we come down to. Those who are dealing
m finance have to make very diflicult choices continually. ‘

Mr. Peysen, If I could make one comment on that.

Again zeroing in on what I am sure is every metropolitan area in
the United States, if we used anything resembling the present system
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we e readly seving that welfare recipients would be the only ones
to qualify baxically and thut no one huving a home would gualify in
n metropolitan nrea under these setx of rules. o

1 asked speeiically yesterday if the Oilice of Education could give
me any figures on New York City and they said they could not give
me lignres as to who qualified in New York City., ,

1 xads *Don’t you have any breakdown on this at all?®

"They »aid, *Well, we huve New York State,”

But they have no breakdown in the metropolitan arens. ‘

11 you use your figure of $7,000 equity in the home, yon'just fiseally
could not own a home in New York and have that little equity. So,
you would not be gqualified.

Mr. DELLENBacK. One final question,

On your suggestion, woull you set any limit on the nmount of equity
in o home that you would say one should be ¥

My, Peyser, | would be willing to do that.

What that limit_could be, and it might very well be that you want
to set a regional—1 realize this complicates things to a certain degree
but there are vast differences, regionally, in this situation,

In certain arveas of the conntry, if you had a $35,000 home equity
it could be a very substantial home,

If 1 were dealing in the Metropolitan New York area, as a figure,
ard we were excluding the home, T would set o value probably of
FH,000 beeause yonu would have many, many people with very low
incomes who could have n home, particulnrly widows—you kiow
their husbands died and this is their ome and toduy to sel) it to buy
anything clse. they conldn’t do it ,

Basically, given my choice, I would say no home, the home does not
count as assel.

Mr. DrrLespack. The home becomes both a range shelter and a
BOG shelter, ,

Mr. Prveei. 1 hope that was fog and not BOG.

Mr, DELLessack, Thank you,

Mr, O'Hara, Thank you, Mr, Peyser,

1 hope that you will take a Jook at Mr. Hollunder's testimony.

1 started off where you did, when the first schedule came up saying
we onght to treat home equity differently. Then I said, maybe we
ought to treat farm eqaity differently. Then 1 said, maybe we ought
to treat simall business equity differently. Finally, I got around to the
point that New York State got to which is to ignore assets altogether,

\ll({l Pevsen. 1 would take that road ultimately. I am perhaps in the
midadle,

One thing. Jim, it secims to me is an inequity is this question of sav-
ings bank accumulations, |

I don't know honestly how you can ignore that one, If people do
have substantial cash on hand in the savings bank it would seem to me
that that would have to be a liquid asset, v

Mr. O'Hara. 1 don’t think there are many of them and that is what
the New York experience. I think, demonstrates, There are very few
people who could be considered abusers when you ignore assets,

Mr. Prvsen, I agree. I would accept the no asset test very happily.

Mr. O’ILsra. Thank you. '

My, Pevsen, Thank you very much.
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Mr, O'Hara. Our other withesses this morning represent organiza-
tions who have a mnjor stake in the operntion of the BEOG system
either as student aid practitioners in the ense of our first three wit-
nesses, or as beneficinries, if that is the word. in the case of the Jast
witness, ‘ , oo o

We are going to begin with Eunice Edwards. who is speaking for
the Nationn] Association of Student Financial Aid Administrtors,
and who i3 accomponied by Mr. Richard Tombaugh. o

Both Dr. Edwards and Mr. Tombangh ave old hands at advising this
subrommittee, o ; ,
~ My, Drniexpack. We are delighted to see you. Mrs. Edwards and
M. Tombaugh. , -

1 have read part of your testimony and T am already smiling with
vou at part of it.

STATEMENRT OF MRS. EUNICE EDWARDS, ASSOCIATE DIRECTOR,
COMMISSION ON STATE AND FEDERAL RELATIORS, NATIONAL
ASSOCIATION OF STUDENT FINAKCIAL AID ADMINISTRATORS:
ACCOMPANIED BY RICHARD TOMBAUGH, EXECUTIVE SECRE-
TARY, NATIONAL ASSOCIATION OF STUDENT FINANCIAL AID
ADMINISTRATORS

Mrs, Epwanros. Thank vou very much. Mr. Dellenback.

We are plensed to have the opportunity to appear before the sub-
committee today to present the views of NASFAN vegarding the pro-
posed family contribution schedule for the 1975-1976 basic educational
opportunity grart program,

1 have been asked to advise you that our testimony also reflects the
view of the American Council on Education. which has chosen to en-
dorse this statement rather than present additional verbal testimony.

Each of these appearances relative to the basic grants program be-
comes more plensant than the last because each time the Office of Edu-
cation has proposed changes similar to those we have recommended
in the past.

While we regret the passage of time before our positions gnined
ncceptance by USOE. we appreciate deeply the fact that we have
fewer and fewer problems with their proposed schedule each time it
comes to you for approval. ; ,

More specifically. we appland the U DE proposals to treat all of
the social security income and one-half of the Veterans® Administra-
tion benefits as n part of other family income. and to use the estimated
income of the independent student who had been employed full time
during the base year,

Both of these changes are consistent with recommendations we have
advanced since the inaugural yvear of the basic grants program,

Attached to our statement is a comprehensive analysis of the curvent
difliculty with the social security treatment as provided to Mr. O'Hara
hy one of our colleagnes last May.

[The analysis referred to follows:]
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TR COMMONWEALTH OF MABRAUCIUSETTS,
UNIVERBITY OF MABBACIHUSETYS,
Amherst, Mans., Muagy 28, 1554,
Hon Janes G. O HaRa,
Houxe of Representatives, 2241 Rayburn House Ofice Building,
Washington, D.C,

ToRAR CONGRERSNAN O 11aRA 2 As Vou contidue your review of student aid pro-
granas, 1 wonld like to bring one particular point 1o your attention, The relation-
xhip between social security henetits and federal ald programs, specitlenily the
Baxie Grant Progmn,

T am enclosing a copy of a draft chapter 1 have written for inclusion in the
College Scholarship Service's Manwal for Financiol Sig Oficers but as it s
somewhat lengthy I'I try aud rextate the problem miore sueciuetly.

Rovial security henefits are extended beyond age I8 tup to uge 22) to full-thne,
wmnurried stadents of parents covered under the Secinl Security Aet,

The Basie Grant Program vonsiders the social security henefitx recejved hy
an individual student as the student’s rexource and reduces BEOG eligibiiity as

A results ald adminlatrators nre liKewixe supposed to conslder socinl security

Q

henetits although the Office of Education has never issued a definitive statement
on how the henefits are to De counted. ;

The problem Ix a simple one, the rolution is more complex, As you will note
oh "Table 1, kecid security henefits are not sensitive to family size. At the mininnum
henedits, there s uo difference between the one ehila and two child family. At
the avernge and maximun benefits, there is an increment hetween one and twa
children: but. thereafter, the total amount received by the family unit ix a
constant regardiess of how many ¢hildren are luvolved,

TABLE 1.—SOCIAL SECURITY BENEFITS, MARCH 1974

-

Mother and childien to age 22

1child 2childten 3 children A children § children
and and . and and and
f. Father deceased mothes mother mother mother mother

mmatgn benefits to family (§135.80 maximum).

o+ —

67,90 45,30 34, 00 21,20 22,10
Towt ., e e 135. 80 135,30 136. 00 136. 00 136.20
Average benefits to tamily ($418.20 maximum): ) ) .
fach ....... . .. RN 177.00 339, 40 104, 60 83.70 €9, 70
Yotab ... ... ...l 354.00 a2 418.40 418,50 s,
PIA $304.90: Maximum benefits to family ($553.20
maximum).
Each . i 228.70 184, 40 138, 30 110, 70 92.20
Tolal.. . . . . . s 457,40 $53. 20 $53.20 553.%0 $3.20

The stated purpose of the extenrion of socinl seeurity benefits was to nxxis
students in continuing thejr education-—a financial incentive and support meas-
ure, If we Jook to avernge benefits, and consider one example, the problem s
obwvious,

Assue 8 mother and 3 children with soeial security as the only ncome, They
have lwen recviving $418.40 per month, The eldest child turns eighteen and he-
eomex n full.time student. That individual is now mafled a separate check for
£104.60 while the mother and other two siblings receive n eheck for £313.50, The
student reports his socinl xecurity benefits on his BEOG application, The upprosi-
mate $30 reported reduces his eligibility by a like amount, For the 1973 process-
Ing year, the great majority of our social security recipients did not receive
haxie grants,

Thux, the social security recipient student ix not eligible for much financial aid,
and the Hving standard of hix mother and siblings ig reduced,

If the Individual chooses not to go to college on a full-time basis, then the
mother still comtinves to receive the $418.20 for herself and her two other chil-
dren and the elghiteen venr old can work and/or attend school part-time (with
potentinlly inerenased aid oligibility as social security benefits are not connted).

ERIC
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The effect of eurrent regnlations on nll social security families that have more
dependents than are needed to reach the maximum benefits (more than one child
jx disnbled and retired cases, more than two in deceased cases) i3 to reduce the
stdent’s eligibility for nid while also reducing the social security received Ly
other members of the family unit below the level they would have received if the
ather dependent was not a student, The regulations make it economically dis-
advantigeons for o socinl security recipient to go on to college,

1 ean see two possible solutiony to the problem. ]

1) Prent the student's socinl security apart from the family's. The family
wnit ineluding ehiddren under 18 would eontinue to get their maximum entitle-
ment, The student’s sovial seenrity would be wdditional moneys and a positive
incentive to enroll in post-secondary education.

{2) Apply a student increment regulntion to federal student ald program, i.e.,
inforination is collected on number of dependents and the total social security
jneome of the family. If there are more than the needed number of dependents
not counting the applicant, then no social security benefits are charged to the
applicant,

Thus. one child families nnd some two child famillies would have social security
connted as a student resource ns it is now but lavger families would not have to
suffer an income reduction beeause one of the family decided to go to college.
1t ix probably impossible to do anything about Basie Grant regulations at this
time but with the inclusion of 4-5 questions on social security, it should be pos.
sihle to iimplement o student increment approach for 1976-76,

AN 0 temporary measure, we nre advising onr stundents from over the maximum
sige famidies not 1o apply for continuation of socinl security benefits and to
indleate on their BEOG applieation that they witl not be receiving said henefits,

1 hope that in the course of your hearings, you will find time to consider the
role of sovlnl xecurity in student aid, The pregent situation obviously forces us
to den! in Injustices and terms econnmic Qisincentive to families as »tudent
Assistanes  -yeot nnother aren where rhetoric and reality ave in contlict,

Thank you for your Interest in student assistanee programs,

Sinverely,
Ricuard A, DENT,
Dircctor, Financial Aid Scrriceas.

Mrs. Epwarns, While M, Dent’s proposed solution is certainly an
alternative with ultimate fairness, we endorse the USOL proposal as
being adequately equitable and significantly more practical to imple-
ment, in t]mt it avoids further complicating the student application.

The current inequity in assessing the eligibility of independent
students upon their earnings during the prior year when they were not
full-time students is obvions, Any residual earnings from previons
emplovment. will be considered as applicant savings, but students
should not be disqualificd by an carning level they no Jonger realize
due to their full-time student status,

The remaming two changes proposed by USOE are also commend-
able. and are, in fact, necessary to make the basic grant estimates of
family ability to support cducational costs in any way reasonable.
However, they fail to go far enough in this regard. If the basic grants
family contribution schedule is to be anything more than a rationing
device, which in our opinion it has been thus far, additional changes
bevond those proposed by USOE are necessary.,

The primary problem with the assessment of family ability to pay
educational expenses continues to be. despite the proposed updating
for cost-of-living increases, the family size offsets allowed against
income for purposes of providing for subsistence of the family.

The nse of the low-income thresholds of the Socinl Security Admin-
istration does not recognize the real cost of nmintaining a family in
today's cconomy, and in practice requires a family to live at or below
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the poverty level before it is excused from making a contribution under
the proposed schedule, ey

While we understand that the purpose of the program is to aid the
truly needy student, we believe that this is a ]it‘t&e too much to ask.

_We urge that, at the very least, the program utilize the most recent
low-income levels defined by the Bureau of Labor Statisties, which are
more reflective of the true costs of maintaining a family in the present
cconomy. We wonld suggest that the BLS moderate-income Jevels
would be even more appropriate, } .

To ask a family to make a contribution toward educational costs
when it cannot even afford to purchase a reasonable standard of living,
seems to us to be unduly havsh, as well as unrealistic. 7

The BEQG treatment of assets deviates even more than the treat-
ment of income from generally aceepted practices of assessing ability
o pay. , ) o

Jn -)om- opinion, the proposed schedule does not adequately provide
for the emergency and retirement needs of families, nor does it
])mpm-]y recognize the inability to convert nonliquid home equity or

nisiness; farm assets to cash for educational purposes.

ITowever, the proposed change in the asset u'l}owance from $7.,500 to
FRH00 does very littHe. to reduce the numbeyr of families who ave being
disqualified beeause they have acerued a modest c?uitv. much of it in
paper appreciation, in a home, farm, or business. In faet, it is hardly
worth the cost of reprograming the computer. inasmuch as it reduces
the expected contribution from assets by only S5,

At the level of affluence which we believe should be qualifying stu-
dents for basic grants, assets are negligible unless those assets are
essentinl for the provision of the family’s living, as in the case of small
l)lnsinossos and farms, Therefore, we repeat our prior recommendation
that;

(1) The asset reserve allowance for all families should be increased
from $7.500 to at least $15,000;

(2) Fifty percent of family farm and business equity should be
excluded from the caleulation of contribution from assets, in recogni-
tion of the necessity of those assets for future income production.

This treatment will have the effect of protecting the low- and
moderate-income families with most of their assets in home, farm,
or small business to a much greater degree than would be the case in
the proposed USOL treatment, but will continue to assess the families
with sizable asset holdings in excess of income production or retive-
ment needs, We believe that the purposes of the program will be more
etfectively served by these changes in the contribution schedule,

While not directly related to the family contribution schedule, the
subject of this hearing, we think the subcommittee should know that
the basic grants program is operating much more smoothly as we
begin the second year of operation.

While the timetable is still considerably hehind what it should be
if BEOG is to form the foundation of student assistance, and while
there are still procedural probiems to be worked out, the attitude of the
financial aid community toward the program is very much improved.

We would like to beleve that the training project funded bvll?SOE
and conducted by NASFAA, the American Personnel and Guidance
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Association. and the National Association of College and University
Business Officers throughout the conntry last spring, has contributed
significantly to that positive cireumstance,

Certainly the improved proeessing time and the simplification of
the application and student eligibility report have made a contribution
to the overall effectiveness of the program.

We would urge the subeommittee to review our recommendations
for legislative changes in the program as it begins to dinft anthorizing
Tegislation over the next few months.

We appreciate the opportunity to appear before you. ;

1f we can answer your very astute and pointed questions, M.
Towbangh and T will be happy to try.

Mr. DesLeNsack. Take the sting off that one,

Mus, Epwarps, That was meant as a compliment.

Mr, Deneexpaex. If you don’t mind. } think what T will do is go
over and answer that guorum call and come back. .

We will be in recess for about 10 minutes.

[\ brief recess was taken. ]

My, Deniexsack [presiding]. The subcommittee will come to order
and we will resume the hearing.

I would say in a serious vein. Mrs, Edwards, that the thrust of your
testimony regarding veasons why vour appearances ave becoming
more and more pleasant, and yon have fewer and fewer problems,
pleases me as well as it does you as we note the changes that are
coming along,

The specific ones to which yon alluded in the ease of social seeurity
income and vetersas' benefits are changes I applaud.

I think it is essential that we move into the estimated income of
the independent stndent. I don’t think that we are dealing with great
numbers in this arvea, but for those who are hit by that particular issue,
it ixan exceedingly important move.

To take someone who has worked 1 year and done quite well, who
then decides, *OIK. T have saved enongh to o to school and T will quit
my job this venr”—to take this person and calibrate a grant award
on the basis of what they made the prior year, although in the enrrent
yvenr they are making nothing, is in my mind a real inequity.

In this treatment of income, T go along with you.

1 wonld be interested in any farther comments yvou might make
about this matter of asset reserve allowance in light of the testimony
of the prior witness. Not only did I see yvou there at the time he was
tes*ifving. bt T noted yvour hend moving in one direction or another,
applanding or rejecting some of the things he was saying.

So that we may have vour opinion on the record, may we have
whatever comments von wish to make ?

1 note, for example, on page 3 of vour testimony. vou made one
change in your oral presentation over against your written testimony.
Yon snid that you feel the asset veserve allowance should he changed
from $7.500 to “at least™ 815000, That, of course. is a mild change in
yonr testimony:.

You then go on and say vou feel that 50 percent of the family farm
amnd business equity should be exeluded.
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Would there be anything finther you would give us in the way of
information, either background or rationale, why theve should be
modification of this?

Mzrs. Epwaros. 1 will start off. , ,

Mr. Tombaugh may probably want to add something to it.

We agree with the previous person that in most cases of the type
of fumily we are talking about, the reserve applies to the home equity
and we do find that in most cases that equity is not convertible to cash
and you should not really expect the families to do it. The $7,600 does
not give them enough protection because those sume families usually
do not have adequate retirement; they have not been able to save
adequately for the future, ,

When we give them a better reserve we are protecting the home.

In the case of the small business and small farm, those are sources
of income and we feel that we should protect enough of those sources
so that the parent can get a livable income before we begin taxing
them for discretionary uses, ‘ ‘

These are our reasons for arriving at these.

We changed the $13,000 to “at least”, because as we listened to the
man testify we were aware of the fact that there were differences,
as he pointed out, regionally, Mr. Tombaugh thinks rural and urban
differences in the cost of homes are as great or greater than regional
differences: there are differences.

We want to leave a loophole for negotiation, if you will: $15.000
is not adequate in some instances but we think $15,000 should be the
minimum for the country.

Mr. DELLENBACK, Are you talking, Mrs, Edwards, about the asset
reserve allowance being separate from or in addition to the 50 percent ¢

Mr. Toxpavei. The way that would work, Mr. Dellenback, is that
if the farm value was $80.000. let us say. the contribution from assets
would be figured based on $40,000 of assets from which you would make
the subtraction and then tax the remaining balance. The 50 percent
trentment is consistent with what both act and CSS do for small
business and farm to protect the asset involvement in income produc-
tion.

1t has a theoretical base as well as a practical base, and that is that
it tvpically represents the horrowing capacity on the commercial
market that a farmer or small businessman has in terms of providing
Hignidity to nse for purchases without jeopardizing the asset or the
income production capacity of the farm,

We are not saying that they ought to sell the farm or anything
of that nature. but it does have some consistency with the way assets
are evaluated with the national service approach,

Mr. DerLexsack, You would not treat homes in this same fashion ?
You would merely look for the equity in the home to be covered by
whatever the asset reserve allowance was?

Mr. ToMsaveu. That is right, because ax you were recognizing.
while the family could make some choices about how they invest their
resonrces, the family who chooses to rent as opposed to placing it in
u residential asset should not be penalized, In terms of overall finaneinl
strength the two families are equal, at least insofar as the market holds
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up, and in mwost cases it tends to continue to go up rather than to lose
out, .

Bo, it would be grossly unfair to treat, as in the example you used
with Mr, Peyser, the brothers with $50,000 to their credit ditferently,
That is why we would not proposed that home equity be excluded but
that the reserves that are provided be more reasonable to provide for
retirement and emergency needs.

Mr. Derpexsack. The only assets that vou would treat in this
different fashion would be business equities?

My, Tomsaven. And farms.

Mr. Decpexsack. Anything else besides those?

My, Tommaven. Those are the only two that have historicaliy been
treated differently.

One of the reasons that I snggested the “at least” to Mrs. Edwards
before we testified is that it is conceivable that it might be desirable
to make that reserve variable, depending upon some other kinds of
situations,

For example. for the two-parent family where you have a primary
and perhaps even a secondary wage earner, perhaps $15.000 is an
adequate protection, But in the "case of the widow that Mr. Peyser
used, where the income production potential is very slim. then perhaps
more of a protection might be allowed and, in fact, that is the way the
national systems do operate.

There is a higher retirement allowance for a single head of house-
hold beeause of their more limited capacity to amplify their earnings
over the remaining years prior to retivrement than there is with a
potential two-parent income family.,

So, there i3 real potential for making more distinctions but in onr
attempts to keep this programs analysis fairly simple we have lost
some of the bells and whistles that the national services can apply
to create more equity. You sacrifice some of those things when you
become simplistic.

Mr. DeLLeNBacK. As far as business eqnity is concerned, I assume
that you are referring to the business in which the family works rather
than just a business in which they have an investment.

Mr. Tomsaven. It is the family business. It would not be applied to
stockholders of a corporation who have interest in it for an investment
purpose.

Mr. Derrennack. The type of exercise that T was doing with Mr.
Peyser can also be replicated in finer detail when you talk about what
is a family business, how many members have to be getting an income
from it, ad infinitum.

Have yvou been able to make any estimate of what it would do to
the full funding of BEOQG if we were to adopt this recommendation.
What would be the costs in making this kind of change in the asset
treatment ¢

Mr. Tompaveu. The change from the present $7,500 reserve to the
815,000 that we recommend. I just figured quickly when Mr. Peyser
gave his example of $35,000 in equity. would make a difference of
%375 in the contribution, so, conceivably. it would then reduce the
taxation, if von will. and increase the size of the grant by $375 in the
event of full funding. 5 8
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Now, the impaet would be somewhat less when we get into redue-
tion schedules beeause it is not a dollar-per-dollar rednetion for $1.400
when you apply that. But 1 have not had aceess to the statisties that
OF has generated abont the number of families who have assets in
these ranges, That certainly could be ealeulated rather easily, given
the information as to how many families are involved and so on.

I would be glad to explore that for you if vou would like.

My, Deveexsack, We can ask OE for some information on this, but
vou have not run any ealenlations?

Me, Toampareu, We have not.

Our primary purpose is to make the family contribution schedule
as vealistic as we can. 1f the Congress saw fit to provide reduction
schedules and to accommodate less than full funding, we may never
see full funding realized but we think it is a lot more explainable to
deal with lack of adeguate resources than it is to tell the family that
their expeetations are twice as much as they can ever hope to provide.

We would a lot rather be explaining to families why we can’t meet
their need beeause of inadequate resources than to try to convinee them
that they ought to be able to come up with twice as mueh as they
have capacity to do.

Mrs, pwarns, When it is obvious that they eannot,

Mr. Derrexnack. So that—as a practical matter—yon would not
have the family asset treatment be as important a qualification as it
is at the present time? V

Mrs, Epwarns, Yes, because we believe under the present schedule
]it feoms to prevent us from helping the person we are attempting to
1eip.

.\]‘h'. DrLLexsack. By and large, ave you using all the funds that are
available under BEOG? :

Mis., Epwarns, I have no information on that. ,

Mr, Tomsavar, .\s you know, last year they were unable to do so
beeanse of late startup and so on, My impression is that with the
volume of the applications coming in they will come much closer
proportionally to using the appropriation, T have a hunch that they
will still come out with a little unused funds partially because they
ended up with some carryover authority that they did not anticipate
having when they revised their schedule. They might well have gone
to a higher grant than $1,050 had they known they were going to
have the carryover for sure, I suspect they might use part of the
carryover amount in order to meet that schedule which was done with
a fairly optimistic outlook as far as the funding was concerned.

Mus, Epwanps. I can’t speak to that from a national standpoint but
I do know in my own campus, for example, even though this year the
rogram is open to entering students and sophomores who qualify we
mve increased hy four times the amount of money these students are
getting from BEOG. I know I, and I think most aid officers through-
out the country this year, have tried to reach every student who comes
to the campus who ought to be applying for these funds. We are get-
ting move than $200,000 this year, which is very pleasant news to us.

We are still working on those few delinquents who have not ap-
plied for the money. I don’t think this is unusual, In talking to axd
officers, I have found that we are getting the students into this pro-

gram novw. 0 s 5 9
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Mr. Drueexpack. 1 am tempted to digress and get more of vour
advice on the general impact of BEOG and how it functions in total,
but beenuse of time and beeause we have other witnesses, T will stay
with matters of the family contribution schedule. o

Assuming that we will substantially use this year all of the BEOG
funds that are available, if we were to have made this kind of change
last year, that wonld mean that some students who this year ave going
to be getting BEOG funds would not be m‘ttmg(BE()G funds, and
some who didn’t get them wounld be getting them., Would this kind of
change be an equitable change ‘ ‘

Would yon like to see—we are dealing with generalizations, of
course—wonld yon like to see the grants that are actually being handed
ont this venr rednced enough to have made it possible for some BEOG
funds io have gone to those who did not qualify because of the trent-
ment of asset reserve? A ‘

Mrs. Epwaros. If T had my *druthers.” I would rather do the prac-
tienl, realistic thing, and #hen ask the proper persons to go to Congress
and point out what we need. ‘ o

Mr. Deniensack. Let us not put that into the theoretieal situation
beeause I would agree with you; I would say in the ideal world that
would be the solution. ‘

Mrs. Enpwarns. Keeping in mind that we would be using the reduc-
tion schedule, because here again I think this is the basic thing. we
can explain and reasouable people will understand when we say that
there just is not enough money to go aronnd, and I am coming to your
question, so we are going to help a little bit and look to the institutions
to get the rest of the money to aid the students who ought to be in the
program but cannot becaunse of the misfunction of the program.

Mr. Tommavraen. It is our hope. I think it is evervbody's hope. and
certainly the Congress’s hope, when they originated the BEOG pro-
gram that it would prove to be an incentive, a motivating force to
cnuse students who would not have previously otherwise considered
going on to postsecondary education to do so.

1£ doing what you propose would lessen each student’s grant by, say.
$50 or $75, he or 'she would probably still make plans to go ahead and
attend and make up the $75 in some other fashion.

But. having been denied the BEOG support entirely becanse of these
Ganlifving factors may have never pursued any other alternatives and
just shrugged their shoulders and said. “there is no other way to go.”
Ve smniniain if we give them a Basic Grant of sufficient size to moti-
vate them to explore the possibility of going on. that they will then
expend the eifort to look for other resources to fill it in even though
it is less than what they really need to meet their full cost, BEOG
has never attempted to be full cost. In fact, it is limited to one-half
cost, but serves as the carrot, if you will, to seek other sources of fund-
ing to get them going, whereas turning them down completely may
deter their even considering it. '

Mr. DerLENBACK. Thank &ou very much,

Thank you both very much. )

Mrs, Epwarps. Thank you, Mr. Chairman.

The following letter was received from the American Council on
Education:]
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AMERICAN CoUNuil o EpvearnioN,
N Washington, 1.0, Scptember 30, 197 ),
Hon, Jasgs G, O'Hanra, ;
Chutrinan, Speeial Subcommittee on Education, Committee on Education und
Labor, U.N, House of Represeatatives, Washington, D.C.

Digan Ma, Ciairman s Thank you for your invittion to testify on October 2 in
regurd to the proposed family contribution sehedule for Baxic Opportanity Grants,

Ax T explained to Jim Harrelson on the telephone, we have worked very closely

with the National Associntion of Student Finnncinl Ald Administrators in
amdyzing the proposed schedule fnelnding the changes recommended hy Com-
mixkioner Bell in his letter of September 23, 1 understand that Mrs. Eunice Ed-
wards, who ix . member of my Commizsion on Governmental Relations will he
testitying in behalf of NASFAAN, 1 wish to tell you that the Americian Couneil
oh Edueation is In complete accord with the testimony thnt Mrs, Edwards will
present. We are gratitied by the changes Commissioner Bell has recommended
in the treatinent of Noelal Recurity payments and in the treatment of independent
students, We also commend his suggestions on the trentment of assets and up-
dating the family allowance to reflect changes in the consumer price index, Thexe
are obviousty moves in the right direction, but, unfortunately, they do not go fur
enough to make the schedule renlistic, Thus, it seems to us that the totality of
the proposnl still reflects a rationing concept rather than an effort to determine
whint families ean reasonably be expected to contribute.

~ Rince Mrs, Edwards will be presenting our views as well as those of NASIAA,
there seems little point in our wasting the time of your subcommittee In present-
ing identical testimony,

Nincerely yours,
Joux F. Monsr, Director.

Mr. Biaaar | presiding]. Earlier this year we took testimony from

Dr, Edward Hollander as to the New York State financial assistance
- system, which is an impressive one, to say the least.

I was particularly impressed by New York State's decision in regard
to parental assets in_hguving reasonable contribution rates on the
ground that assets and actual ability to pay did not have all that much
of a close relationship anyway. ‘

Together with my colleagues on the snbcomnmittee, I have urged that
idea on the Oflice of Edueation with only moderate success. Since the
tMlice of Education has liberalized the treatment of assets to some de-
gree and since most of the suggestions we he.ve from our colleagues on
the subcommittee point toward further liberalization in this area, it is
going to be useful to us to hear once agunin from Dr. Ted Hollander of
the University of the State of New }.‘ork to ndvise nus what they have
found in their experience with the TADP program as to the effect of

-withdrawing assets altogether, .

We welcome you, Doctor, once again, , .

Mr, DereNsack, So that the record may be clear on this matter,
under the strange and wondrous rules of the House of Representa-
tives—which is not strange because of this situation but because of
the way we operate—the majority mu-ty makes certain that the minor-
Y party never l)l.'('.a‘l.(ll‘s over a subcommittee meeting as long as any
member of the majority party is present,

STATEMENT OF DR. T. EDWARD HOLLANDER, DEPUTY COMMIS-
SIONER FOR HIGHER AND PROFESSIONAL EDUCATION, NEW
YORK STATE DEPARTMENT OF EDUCATION, ACCOMPANIED BY
PETER KEITEL

Mr. Horuaxoer. T would like to introduce Mr. Keitel who is with me.
Mr. Keitel conducted a study of scholarship incentive programs and
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how they finaneed the cost of their higher education. He helped prepare
the testimony and will be prepared to help answer guestions,

1 am pleased to have the opportunity tostate the ease for the elimina-
tion of the use of asset values in determining the size of a student’s
grant under the BEOG program, ;

 New York State has just adopted un z('.\'ﬂmm‘tlvd student aid program
which will distribute over 5150 million dollars annually when fully
phased i, ; ; i

After surveying college-going costs and how students meet them,
we have decided that the most sensible and equitable way of relating
the size of grants to financial need is through the use of net taxable
income.

We have found the asset test iz undesirable for n number of reasons.

First. the test is complexy it is based upon data that is not easily
verifiable: and it requires subjective valuation of real property which
is suscoptible ¢ misreporting, .\s such, the asset test s dil icult to ad-
minister, encournges dishonesty, and makes it difficult for students to
estimate the ;unount of theiv grant. .

Inour view, an entitlement grant program is most effective when the
applicant can submit a relatively simple application that permits him
to ascertain readiiy the size of the grant he can count on. The asset
test is complex and confusing to students and their families, making it
unnesessarily diflicult for the applicant to complete the application.

More important, the test may be inequitable because of the unreli-
able veporting of the value of homeownership, the major asset vale
reported for BEOG applicants. The test assumes that homeowners
Jknow or can determine the market value of their home as distinguished
from its purchase price or assessed value,

~The test also assumes that homeowners will report accurately what

they believe to be the market value of their home. Communities em-
ploying professional appraisers have difficulties establishing assessed
values, How does a homeowner value his property purchased 5 o 15
years carlier——we suspect at a very low valne,

How does a farmer appraise the value of farmland

We question whether the introduction of this test increases equity,
when it 1s so subject to misreﬁ)ort'mg. _ ,

We have examined asset holdings of the 120 BEOG recipients in-
cluded in our random sample of 1,600 New York State student aid
recipients, We found that 10 percent should have been inehgible for
BEQG grants based upon the value of their assets reported to us.
Their estimate of asset value was reported to us in an anonymous
survey.

“'v.} question the use of an asset test thai is not readily verifiable, on
at least a test basis, to assure full or honest reporting. If a system of
student aid cannot be verified on a test basis, the system encourngzes
misreporting by applicants,

Even with these inherent disadvantages, one might argue that use
of an asset test is appropriate if it could be demonstrated that the test
contributes to the fairness in distribution of student aid. We believe it
does not,

Basic Eaucation Opportunity Grants are available only to students
from low-income families and the pattern of their ownership of assets
is different from the well-to-do. Asset values held by the poor are not or
should not be available to finance collegiate study.
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For example, only 15 pereent of the BEQG recipients in New York
State held assets other t l{m;n home ownership in excess of the allowable
$7,000 reserve, We believe that a sizable proportion of these holdings
represented the accumulated savings of persons preparing for retire-
ment and the proceeds of Jife insurance policies ?\\!l)mre the hend of
household had died. Even if the holdings did not fall in these two
categorivs, we question the legitimacy of a policy that would tax such
holdings for persons with incomes at or barely above the poverty level.
_ But the bulk of ussets held by the poor eligible for BEQG grants is
in the form of home ownership; about 40 pereent of the BEQG recip-
ients reported valuations in excess of the $7.500 reserve, Over two-
thirds of the reduction in grants from application of the assct test,
at lenst in our State, results from home ownership.

Homeownership among low-income families depends upon whether
one lives in_a rural or an urban area and the availability of rental
housing. It is not income-producing wealth, Nor is owning one's own
home necessarily less costly than rental, especially in communities with
rent control laws and subsidized housing,

How, then, does one convert the market value of housing into funds
to finance colleginte study ? Is it realistic to expect the homeowner to
take out second mortgages or refinance existing mortgages to free up
funds to finance collegiate study? Indeed, are such mortgages even
available? Are the income levels of BEOG recipients adequate to
justify the heavily increased financing costs?

We think it is wholly unrealistic to heavily tax the value of heme-
ownership for purposes of financing collegiate study, for that is the
impact of the present policy. o }

Finally, let me turn to the guestion of whether the use of an asset
test really makes a difference 1n either the cost of a student-aid pro-
gram or the equity of a distribution system,

When we began our study of possible revision to the New York
State aid program, we considered adopting the Federal criteria in
order to move to a single coordinated State- ederal student aid pro-
gram, We sampled 5,000 students in such a way that we could draw
general conclusions concerning the characteristics of all New York
State residents who receive student aid.

Since students in New York State can receive Starz antitlement
grants if their family income ranges as high as $26,000, gross income,
New York grant recipients come from faumilies with greater potential
for asset accumulation than BEOG recipients.

We found very low correlation between value of homeownership and
income. Interestingly, the value of homeownership among community
college students—who are drawn from lower income families—in our
State was slightly higher than for students attending 4-year public and
private institutions. The reason, we believe, is that community college
students tend to live in rural communities where there are few resi-
dential alternatives to homeownership, Yet, the BEOG recipient in our
sample would have suffered an average grant reduction of $100 for
homeownership if the BEOG program was fully funded.

We also found no statistically significant correlation between the
value of assets other than homeownership and income levels, Whatever
the basis for asset accumulation among some and not others, it was not
related to current income levels, As I stated earlier, the incidence of
asset ownership was low among this population.
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Finally, we considered what the impact of un nsset test would be on

the distribution of student aid if such o test wers adopted for New
York State's BEQG recipients. We found that about 7 percent of the

grant_funds would be redistributed if we used a test similar to Federal
eriteria but applied only to assets other than residence equity. We used

1 SO0 reserve. ; N ,

The benelits. even 3 the tvst were w valid measure of financial abil-
ity, would be far outweighed, in our judgment, by the cost of admin-
istration, the increased complexity of the system, the possible report-
ing binses, and the possible ineguities in taxing funds accumulated for
retirement or to keep a family this side of poverty and welfare,

In New York, we have retained a relatively simple system which
bases student aid en the net taxable income a family or student reposts
for income tax purposes, increased for sueh nontaxable income as in-
terest on tax-free sceurities aml the excess of percentage over cost
depletion.

Ve nre able to compare student aid applications to income tax re-
turn files to assure relinble reporting. T ‘

‘ ; The system is fair, easy to nd-
minister, and relatively simple for the student applicants,

1t is true that there may be an occasional student yeceiving aid who
comes from o family with wealth invested in non-income-producing
assets, We believe such eaxes are rave.

A fuller deseription is nttached as appendix A,

Thank vou for the opportunity to diseuss this matter.

I would be happy to answer any questions you may want to raise,

APPENDIX A

In New York State, tuition assistance grants nre related to income hy using
the adjusted net taxable balnnce of the family. This is defined ax the amount of
ineome reported on the New York State income tax return of the student, hin
gpouse, and his parents, afteér all exempt lons and dWluctions are subtracted, AX
nel taxable halunee taken alone §s not felt (o be a complete Indieator of family
abllity to finance college, certnin adjustments are made, The amount of depletion
allownnees taken, and additional {ncome from tax-exempt securities, Is added
to the taxable balance. Support received by a student from n divorced or sepe
arated parent 18 a1so added 1o the net taxable halance. A further adjustment in
made if more than one member of the family s attending college. A deduction
of $3,000 iz made for the second person atending college, und £2,000 is deducted
gor each ndditional family member attending college, By using the net taxable
halnnce. the grant computation antomatieally incorporates n tamily size factor,
makes allowances for medical expenses, a8 well as unusual or catastrophic ex-
penxes that are allawable tax eXemptions, The system also Includes a faetor
for income-producing assets.

Mr, Bracar, Thank yon very mueh, . o

On page 1, you suggest using the net taxable income as the basis. I»s
that what you are using ¥ i

Mr. Hornaxner. We uge what is ealled net taxable balance, We start
with net taxable income reported on State income tax returns, which is

almost identieal with taxable income reported on the Federal income
tax roturn. We then add back to that amount any interest on municei-
pal geenrities or other tax-free interest. From this amount we deduct
the excess of percentage depletion over cost depletion and then deduct
from that amount an nllowance for each child in college hevond the
first. For example. if there are two children in the family in college.
the family would deduct £3,000 from the net taxable income to take

into account that theyv need to finance a second child in college.
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Essentially, it is o taxable income measure. o

Mr. Bragal. ‘That process, it scems to me, would broaden the picture
insofar as the ;numlm' of people cligible to participate in the pro-
gram, Is that your conclusion ¥

Mr. HoLraxoer. I'think that s a fair statement.

We found very few New York State students receiving signiticant
amounts of BROG aid. One renson, »f course, is that we looked at
the data during the first year of the prograin when only freshman
were eligible. ztb u matter of fuct, the numbers are really startling,
There were 5,000 students in our sample, of whom 1,600 were fresh-
men. The 1,600 freshmen were eligible to apply for BEOG aid. Of
the 1,800, only 120 actually were found to {:e entitled to aid at the
time we did our study. ‘ o ‘ ‘

Now, there was n backlog in aplieations and it may be that some
aplientions had not been processed. ; , _

“Of the 120, we would guess 15 really weren't entitled to the BEOG
aid under the asset and income tests: thus only 105 out of 1,500 persons
eligible for state student aid wereeligible for BEOG.

S0, the number of state-aided students in New York who qualify
for the BEOG is relatively small,

In determining eligibility, the Federal Government gets a student
three ways: One, you get him on the nssot test; two, you get him on
the income test: and, three, under the Federal criteria, certein income
is ecounted which we don't believe onght to be considered in determin-
ing whether a student requires aid, for example, aid to dependent
children and veterans benefits, In New York State asset values are
ignored and Social Seeurity and G.J1, benefits are excluded,

So, we really stick with a much purer definition of need and if
our definition 18 used it is trme that you wounld expand the number of
recipients, Of course, the critical question is: Is it eguitable to expand
the number of recipients and reduce the average grant per recipient ¢

Our argument would be that for this targoet ‘pogulation there is vory
little loss in equity if you drop the asset test. We, by the way, don't
think it is appropriate to tax aid to dependent children and veterans
benefits as a matter of public policy in determining student nid grants.

So, the answer, is a long-winded way, is yes, it would expand the
pool of recipients: and yes, it wonld increase the amount of aid to
students in New York to a considernble extent; yes, it would cost the
Federal Government a lot more money or spread the grant out over
8 larger popnlation, '
~ Mr, Bragai, What has been yonr experience with the applicants?
Yon obviously have asked them for their income tax returns.

Mr, Horaxnen. No: we don't.

Mr. Biaaar, TTow do you arrive at net taxable income?

Mr. JTorraxper, They fill out a relatively simple application in
terms of what they report, They look at their preceding vear's tax
return and, pick np the taxable income. Very, very few people have to
adjust that number, They report the net taxable balance in their
application.

On a test basis we compare the net taxable income reported on the
student aid form to the net taxable income reported to the State De-
partment of Finance, The information is kept confidential but we do
make a test run every year. We pick up very, very few cases of mis-
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reparting beeapse net taxable income is an amount everybody knows
and understands: it is casily ascertainable and people recognize that
it 3s a verifiable numbey and we do verify it ona test basis. There 1s
very little cheating on the measure of ability to pay. ;

Mpr, Bragor, Do you have a copy of that form available?

A Tontasma, We will be glad to zubmit one to the committee.

1'The form to he farnished appearsat p. (1AW .

Mr. Biacar, In your testing of the reliability of the reporting, have
vou found most people report the truth¢

M, Toteasokt In terms of the net taxable balunce, yes: in terms
of naset values reported on BEQG application, no. I would urge the
.8, Office of Education test to determine the reliability of reporting
of asset valnes. ‘

11 people really misreport, as 1 believe they do. and the evidence
we Jiuve ]lookml at snggests they do, then the test is no Jonger equitable.
Those who repart as honestly s t hey can gret penalized compared to
those who Jdon't. ‘ ; ,

In any system of submission for purposes of taxation or aid deter-
mination. the data must be capable of verifieation, It is almost impos-
sible to verify the value of homies, ahnost impossible,

An asset tost introduees agreat deal of ineguitability into the pro-
gram, rather than the other way avound.

M. Biagot. How extensive a testing pattern do youn employ ¢
My, Torraxeer, A relatively small percentage of the returns are
Jooked at. The fact that we do it and that people know that we do it is
important. Since we don’t find very many misstatenments there is no
reason to expand the test, The crror rate is less than 1 percent.
M, Bacer, In your statement you make an obseryaticn which -is
interesting. the correlation between individuals in community college
programs and home ownership was higher than in the case of students
in private and publie schools. , . ,
My, Horvaxver, The homeownership and community colleges, 1
don't know if it is the same in other States. If you live in New York

City, the chances are that you rent, regardless of your income. In rural

communities, yon buy your own home because there aren’t rentals
availuble, T guess in the suburban communities there is a choice of
renting or owning.

In New York there are large rural communities of relatively poor
families who send their children to community colleges and they
own their own homes, Many homes have been in the families for
many years and they have relatively high values, So, you find a high
valuation of home ownership among poor community college rural
families with Jow mcomes to a greater extent than you do amony
families from Figher incomes who send their children to 4-year
colleges, Four-vear college students tend to be drawn from urban areas
where home ownership tends to be less prevalent,

The point is that homeownership is not a reflection of one’s wealth
but. in part represents the available housing in a particular market
area,

Mr. Kerren. One of the things we did : We looked at a relatively low-
income group of students and what we did find was people with tax-
able incomes under $8,000, which is roughly people with gross incomes
of less than $12,000 or $13,000.
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Tor instance, of those students showing home values of less than
R10.000: -8 pereent did so in the private colleges; 52 percent in the
State universities, and oniy 40 percent did so in the community col-
logres, Whereas the people with home valnes—now, this is the net
vadue—market less mortage. hetween 520,000 and $30,000, those per-
centages were 157 pereent in the private colleges; 17 pereent In State
universities; jumping up to over 24 pereent in the community colleges.

Mr. Howpaxper, The average income of the student in community
vollegres s Jower than the stndent attending State universities or
J-vear collegoes, , ,

My, Biaaei, You spoke in terms of enlarging the number of re-
cipients, also the consequence of reducing the size of the grant,

Do you favor that ¢

My, Hovtaxoee, T would favor the elimination of the asset test
beeause it only vedistributes 7 percent and. in my jundgment, the sav-
Ings there are not suflicient ro justif'yv the test,

Yes: I wounld favor a reduction in the average grant level of 7 to 10
percent and elimination of the asset test.

Mr, Biagar, Thank you very much.

Mr. Andringa, ,

Mr. Axprivaa, Dr. Hollander, Mr, Dellenback wanted a conple ques-
tions asked. if possible, »

You state that in New York yon used the net previous taxable in-
come figures, the next previous year.

IHow do you treat independent students? , ;

I am thinking specifically now of the proposal to allow independent
students in the family contribution schedule to estimate their current
vear income, if they were employed full time the previous year.

Mer, HoLLaxper, Pete. do vou want to answer that

Mr. Kerrin, We do the same thing, )

If the student is declared independent, he also used the previons
vear's taxable income. .\ lot of people argue some people lose jobs in
order to go to school. But if they had a job in the previous year, it re-
fleets a earryover of savings,

Mr, Hopnaxpeg, It is inequitable. Tt is one of the weaknesses.

Mr. Axpringa, Would you think then that the proposal that the
L'S0E is malking is o reasonable proposal for treatment of independent
students?

Mr, Horeasnper, T am not sure

Mr, Axprixaa. Allowing an estimate of income for the year in which
they wonld be enrolled in school 2

Mre, Horraxpen, For a student who is newly declared independent
for the first time?

Mr. Axorizaa, If he were fully empoyed the year before so that his
application would not reflect a $G6.000 income, say, if indeed he left the
job in order to enroll full time in school.

My, Jorranner, Would they do the same where the head of the
household died?

Mr. Axbrings. There is to be an appeals process for major adjust-
ments in income but normally the family of the student——

Mr. TonLasper. I guess 1T wonld look for a system—I am not here
to giv. advice to some other jurisdiction—for a system which would
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provide appeals for an inequity. You ought to stick to as administra-
tively straight a system as you could. If here were a change in cireum-
stance, it might first be considered as part of the appeals process, so
that one gots a feel of the extent of the problem before the regulations
are changed, ,

That is how we would meet it, ‘ , N

Mr. Axprixoa. T am looking at the BEOG application and would
Tike you to react to the idea of eliminating any requests for estimated
market values of homes, farms, and businesses in the application but
including the reporting of the market valne of parents’ investments,
including stocks, bonds and other securities, which would e easily
ascertained and could be verified.

Mr. Horraxper, That would be certainly 1 major step in the right
direction. That would leave you with about 15 pereent of the BEOG
recipients, at least in our sample. and that brings you down to what we
eall the 7or 8 pereent redistribution group.

I think then the question yvou ought to raise is, whether it is worth
keeping the asset test at all in order to redistribute that 7 percent. 1
don’t have the answer to this question but it ought to be raised,

Wihat is the source of accumulation of assets among families with as
Jow a sociocconomic eategorization as to put them in the BEOG pool?
I those aceuzaulated assets by and large result from frugality, savings
for retirement or proceeds from Tife insurance policies, if that is in any
signifiennt way a factor, I would then argue that equity demands the
elimination of the asset test entively. 1 question the value of the asset
test when you are only dealing with a7 percent redistribution. I wonder
how much that ¥ pereent really goes after the kind of assets that we
would not really want to tax, It is really a terribly important (uestion.

In fact, we may go hack now and look at our group and try to find
out, with an intensive interview process, what the source of that asset
aceummlation is. I it is what I suspeet it might be. it really is not worth
attempting to bring it into the computation at all, After all. income-
producing assets do enter into the net income test. You may be just
taxing away savings of people who are accumulating for retirement
on their own. That does not make any sense to us.

Mr. Axprivoa. Finally, the only estimate that T have heard on the
cost of dropping all assets is approximately £300 million under the
present contribution schedule at full funding of BEOG,

Mr. ITorLaxner. That is full funding of how much?

Mr. Axnrivaa. Full funding of approximately $1.3 billion.

No. we wonld be adding $300 million to the cost,

We have been told by the Office of Education that next year even
with the same contribution schednle, beeause of the proposed appropri-
ation now in the conference committee, that the average and maximum
BOEG's would be reduced ; if we were to drop assets, of course, it would
be a major reduction of cost.

I realize that it is very controversial from your point of view that
this year’s appropriations bill also has in it a recommended $240 million
for SEOG.

Do you see any possibility, especially from your postion, in trying to
make more rational State-Federal partnership? Would that be worth
the tradeoff ?
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Mz, Hortaxper. I don’t know that that is the only option that is
availabletoyou. ; ;

The first question is: Is it worth $300 million to d‘mp the asset test ?
And I would have to say that it would be to New York's disadvantage,
on the basis of those data, to drop the asset test, but I would say, drop
it, The reason it would be to New York's disadvantage is, beeause our
estimates are that the impact of dropping it would not be that great,
which means that the asset test hurts students in other States taken as
a group, more than it does students in New York State,

i would still argne for elimination of the asset test. o

With respect to SEQG, that is another issue. I must say, in all
honesty, I am not sure how to come down on that one at the moment.

1 would think the most sensible use of thnt money, if one wanted an
alternative use, is in the SS1G program, in order to get matching State
money. If vou could take that $200 million, you won’t get an additional
$400 million, because some of us are alrendy committed to expansion
anyway, but you could pick up some additional student aid programs
by putting more funds into SSIG. I think that is an interesting
alternative. ‘
~ T do have some concern about whether or not that money is not
being very usefully emploved as discretionary moneys by the colleges
in dealing with very diflicult cases on the campuses. I guess the one con-
cern 1 have is that 1t may be that the colleges in our State are using that
money to help advance integration programs and to help bring on to
the campus very bright and very poor students where the BEOG
money plug our own student aid program just is not enough to permit
him to come. .

1f that money is really being used in that manner, then I would think
one ought to consider keeping it in SOG. I would look to trying to
maximize its usefulness by putting it in the SSIG program. .

Mr. Axprinca. Back to the assets for a minute, It occurs to me that
~ a possible general approach would be—to say that any entitlement
grant program such as New York State or BEOG set aside assets be-
cause of the equity problems and the estimating and so forth, but that
the adjustments might be made in the discrctiona:'ly programs now
mainly in the institution programs and campus-based programs of the
Federal Government,

Is that possible ¢

Mr. ITorLaxper. You mean keep the asset test ?

Mr. Axprixnca. So that CSS and SAT do consider assets, to a certain
extent, but in the New York State programs and BEOG.

Mr. HoLraNper. Use BEOG to compensate ¢

Mr, Axprinas. Noj set aside assets for so-called grant programs
and hopefully reflect in the discretionary programs at the campus a
consideration of asscts.

Should there be families with sizable assets that somehow pot the
grant, they might end up with less in the way of work-study or NDSA.

Mr. HoLraxper. I would think that is inherently sensible,

_ T don’t know that the institutions would be able to deal with that
issue,

Mr. KeiteL. One of the other things we uncovered in the study,
SEOG amounts are just barely related to income. There is very weak
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relationship between the amount that a student gets on the SEOG
grant and his income, ; i

Mr., AvprixeA. Thank you, Mr. Chairman. 4

Mr, Buacer. I don’t think you have to concern yourself with a
possibility of tradeoff because the Jaw is very specific for the BEOG
payments to become operative, ‘ ]

At this point, I think we will have a recess for the purpose of voting,
which will take 10 or 15 minutes,

We have several more witnesses. ; J

I would like to thank Dr. Ilollander and Mr. Keitel for their
appearance, ; . _
['The New York State application form and supplemental informa-
tion follow:]

The University of the State of New York
T STATE EDUCATION DEPARTMENT

Regents Examination and Scholarship Center,
9 Washington Avenue,
Albany, New York 12210

To the Applicant

This booklet contains your Student Payment Application for receiving henefity
during the 1974-73 academie year under the Regents sehiolarship, child-of-veteran,
and scholar incentive progeams. In addition, it provides important general infor-
mation for all applieants and xpecific instructions for completing the application
torm, Be sure to read carefully those sections of the hooklet that apply to yYou.

Al applicants for 1974-55 payment should complete and submit the Student
Payment Appliention as promprly as possible, Please pay particular attention 1o
the indicared 1iling date and to the supplementary forms that may be required. If
supplementary forms are needed, yon should use page 17, Request for Supple-
mentary Forms, for that purpose, If You have any questions concerning your
stutug, write to the address indicated above,

SECTION 1—GENERAL INFORMATION FOR ALL STUDENTS

This section describes requirements and benefits under the major programs of

student financial nssistance awards provided by the State of New York:
(a) Scholar incentive awards
{b) Regents awards for children of deceased or disabled veterans
(¢) Regents scholarships ‘

In addition, it explains the award certificate issued to students and the pro-
eodure for making payment. (See paragraphs dande.)

Read carefully the information concerning each type of award. If you meet the
eligibility requirements, complete the enclosed Student Payment Application ac-
cording to the directions in section 2. Keep this booklet for future reference, It
will help you to verif: the accuracy of the award certificate that will be issued
upon approval of your ..pplieation,

In addition to a New York State award, you may he eligible to recelve assist-
ance under a federal program of aid to college students. For your convenience,
a brief explanation of the Federal programs is presented in paragraph f, below,

a. Scholar Incentive Awards

Meibility. You are eligible to receive a scholar incentive award if you:

(1) Are now a legal resident of New York State and have been a legal resident
for at Jeast 1 year. (If you hnve heen residing in Now York State for less than a
full year, you may also qualify If you were previously a resident during your
fina! vear of high schonl or college study.)

(2) Are a citizen of the United States, or have made application for such citi.
zenship, or file o statement of intent to make such application.

(3) Are matriculated in an approved program in New York State. Approved
programs include college programs leading to an approved degree or certificate,
hospital school programs of professional nursing, 2-year programs in registered
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private business schools, and degree programs in trade or technical schools, (Stu-
dents envolled in the following types of programs are not eligible: nondegree
programs in trade or technical schools, 1-year programs in registered private
business schools, programs in hospital schiools that do not lead to the professional
marse license, postdoctoral programs, or programs of theological or spiritual
training.)

1) f\‘l?u a full-time student, enrolled for a minimum of 12 credits a semester,
or 8 credits a quarter, or the equivalent (Regular full-time students who have
been restricted to limited physical regimen by serious medieal disabilitics may
requexst special considerution, but prior approval for a limited program of study
must be obtained.) ; ;

(3) Have a tuition charge {(exclusive of fees) in excess of $200 a year,

{0) Had a combined family net raxable income for 1973 not exceeding $20,000.
(Is‘orbun explanation of how net taxable Income Is determined, see section 8,
par. b.) ; ,

(N 1;F:ile the Student Payment Application by the required deadline date, May
13, 1975,

You may receive scholar incentive assistance for a maximum of 4 years of un-
dergradunte study (or 5 years in an approved 3-year bacealnureate program) and
for a maximum of 4 years of graduate or professional study, but not for a total
of more than 8 years of combined professional, graduate, and undergraduate
study. Each year that you receive Regents scholarship or child-of-veteran assist-
onee, even if additional scholar incentive asxistunce is not received, is counted
as alko redueing the remaining years of scholar incentive eligibility,

Award Schedule: The schedule of maximum sgcholar incentive awards estab-
lished by law for the 1974-75 academic yeur is as follows:

Mazimum

Award

New York State net taxable balance: for Year
$2000 OF 1088 oo e mm e — ——— e e $600
N2001-3G00 - ——— ——— - ——————mm e SO
SUHN-RN000 e o - o i o 8 e e e ———_— 200
$S1l)1—$20.000 i A T A S A VO Ry S S Ay TR S D o i, G S S S e G (. " 7 .y~ v~ 10()
S20001 OF INOTCo e e e e e e o i e e o o o e 0

Adjustments in Awards, It is important to keep in mind that this schedule
indicates only the upper limit of your award, as determined by income. Many
students wall receive less “than the maximuin entitlement indicated in this
schedule, because of two types of adjustments required by law:

(1) Adjustment for tuition charge, Scholar incentive awards are for tuition
only and they do not cover the first $200 of tuition per year. I'or example. if your
tuition charge is $050 for the nest year, your scholar incentive payment cannot
be more than $470. If the tultion charge does not exceed $200 a year, no scholar
incentive payment will be made, The costs of fees, hooks, dormitory, meals, and
other expenses are not consldered as tuition and cannot be cuovered by scholar
incentive assistance, ,

(2) Adjustment for State, Federal, and other awards. Scholar incentive
awards are limited by other educationnl benefits that wonld duplicate the pur-
poxes for which scholar incentive assistance is intended (except GI benefits, U.5.
War Orvphinn benelits, or edueational opportunity grants). If you are already
receiving duplicative State, Federal or other honefits equal to the tuition chargze,
no scholar incentive asxistance can he pnid. If such other benetits are less than
your tultion charge, the halance of your tuition may be covered by a scholar in-
centive award up to the maximum entitlement established nbove, (For an ex-
planation of what other educational benefits would duplieate the purposes of
scholar incentive assistance, xee instructions for Item 13, seetion 2,)

Applications, If you meet all the eligibility requirements above, complete the
student Payment Application aceording to the instructions in secetion 2, Tt will
be to your advantage to file your 1974-73 application as early as possible, Delay
In fillpg will mean a delay in your payment. You are strongly urged to file your
appiicition by July 1, 1974, s.ate applications will be aceepted if postmarked not
later than May 13, 1975, You are cautioned that it will not he possible to aecept
any application for payment for study during the 1974-73 ncademice year if the
application is postmarked after May 135, 1975, No exeeption can bhe made.

If for any reason You are unnble to file a comipleted application before May 15,
1975, you should submit your application completed to the extent poxsible, to-
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gether with a letter explaining the cirenumstances. You may submit additional
information later, but the application itself must be submitted by the required
1iling date, ‘ , ; ; ‘

Requests for applications by letter or telephone should be made sufficiontly
early to permit you to receive and to mail the application before the deadline
date. 1f you have requested an application and have not received it at least 3 days
bhefore the deadline date, it ix your responsibility to telephone the Regents
Examination and Scholarship Centor (518: 474-5007) before the dendline dute
so that an approprinte record can he made of the circumstances, ‘

Because of the financinl loxy you may incur if your application is not received
hy the Departinent by the required deadline date, you are cautioned to remuin
alert to the possibllity that an application believed to have been filed in due time
may not In fact have been received at the Department, After you mail an
applieation, you may expreet to receive acknowledgment in about 8 weeks, Such
acknowledgment will be in the formn of an award certificate or a letter requesting
additional information before the appliention ean be approved, If you have
neglected to file your application early enough to expect acknowledgment prior
to the dendline date, you are strongly advised to submit your applieation by
certitied mail, so that you will have proof of Mling before the deadline date. If
you have tiled your applieation earlier than 8 weeks prior to the dendline date
and do not receive acknowledgment, You should assume that your applivation was
not received and you should file a duplicate application by certified maill before
e deadline date, ;

It ix your responsibility to assure that your application has beon received by
the Regents Examination and Scholarship Center by the deadline date, Clalins
of loxs or delay in, the mails, or delay by a school officer, accountant or other
person to whom the application may have boen entrusted, cannot be considered.
Also, the granting of tuition eredit by a school, in anticipation of the State awnrd,
dues. not relieve the student of responsibility for filing a proper application with
the Regents Examination and Scholarship Center by the required deadline date,

b. Regents Awards for Children of Deceased or Disabled Veterans

Ehgibility. You are eligible to receive this award if you:

11) Are the ehild of a pepson: (a) who died in military service during World
War I, World War 11, the Korean Confliet, or the Vietnum Conflict, as n result of
regular active duty during such a period, and who was a resident of New York
State at time of induction or time of death, or (b) who is an honorably dis-
charged veteran with n current disability of at least 3 percent resulting from
servive during sueh period, or who had such disability at time of death, and was
a rexident of New York State at time of induction.

{2) Area legal resident of New York State.

(3) Are matriculated in an approved undergraduate program leading fo a
drzree, diploma, or certificnre in a college, or in a professional nursing program in
n hoxpital school, ot in a degree pragram in a huxiness, trade, or technical school
in New York State. (Students enrolled in nondegree programs in business, trade,
or technical schools, or in nonnursing programs in hospital schools, or in pro-
grams of theological or spiritnal training, are not eligible,)

(1) Are a full-time student, enrolled for a minimum of 12 credits a semester,
or & credits a quarter, or the equivalent,

(3) File a special application for the award by the required date, as estab-
lished below.

Benefits, All eligible students receive a uniform award of $450 a year for a
maximum of 4 years of undergraduate study, or § years if the normal program
nlf study i3 0 years, The award is independent of family income or college tuition
charge.

Applications. Regents child-of-veteran awards are pald only to those students
who have filed with the Regents Examina  n and Scholarship Center a speelal
application, together with supporting documents, to establish their eligibility.

If you have not previously applied for a child-of-veteran award, write fm-
medintely to the Regents Examination and S8chuiarship Center to obtain the ap-
propriate application form. Use page 17 for that purpose, Applications for child-
of-veteran henefits mnst be received not later than May 13, 1975 for the academic
vear 1974-75. In addition, if you are eligible for scholar incentive assistance, you
should file the enclosed Student Payment Application promptly, as directed, so
as not to delay processing of your scholar incentive award,
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1t you have previously recelved child-of-veternn benefits, the 197475 Student
Payment Application will constitute your application for continued child-of-
veteran benetits during the 1Y74-79 coliege year.

J“¢£ You now hold a Regents child-of-veteran award which was based on a veter-
an’s disability of 50 percent or more, and if such disability has been reduced
below 30 pereent by the Veteran's Administration (or other authorized ageney)
since you first made application for the child-of-veteran award, you must notify
the Scholirship Center promptly. Under the law, payment of this award eneh
iix;:mr is authvrized only if the veteran has a current disability of 50 percent or
more. .

¢. Regents Scholarships

The following scholarships are awarded by the Regents:

1) Regents college scholarships, .

t2) Regents scholarships for basie professional education in nursing,

13) Regents war service scholarships for veterans,

14) Regents scholarships for professional edueation in medicine, dentistry, and

osteopathy,

‘These scholarships are awarded on n competitive basis to students who have
made xpecial application for such awnrds and who bave taken the reguired com-
petitive examinations, The Students Payment Application in jtself does not cun-
stitute a formal application fur o Regents scholarship,

For further information cuneerning eligibility requirements, benefits, or ap-
Dlication procedure for any of ihe above scholarships or benefits, write to the
Regents Examination and Scholarship Center. Use page 17 to request SFA 100
1New York State Scholarship annd Grant I’rograms).

If you do not hold any Regents scholarship, and you are eligible for scholar
ineentive nssistance, yon should flle the enclosed Student Payment Application
p‘romHtly. as directed, so a8 not to deluy processing of your scholar Incentive
nward,

1f you now hold a Regents scholarship, the Student Payment Application will
constitute your applieation for both seholnrxhip and sebolur incentive payment
during the 1974-70 college yenr, For information concerning benefits, terms, and
coiditions of the award, refer to the informational circalar sent to you when
you received notitlention of your award.,

Special notice to 1974 series scholarship holders: This Student Payment Ap-
plication constitutes the final acceptance of your scholarship nnd must be filed
immediately.

d. Award Certificates

Axs seon ax your application has been reviewed and approved, an awand certl-
fleate will be mailed to you as confirmation of your award, The awnrd ecertificate
will be n two parts. The "eollege copy” may be presented to the college if vou
wish to arrange tnition credit (sce payment procequre, par, ¢ helow). Each copy
“of the award certificate will include the information below, Be sure to eheek all
items on the award certificate to verify that they are correct. If any {tem is not
vorrect, return the award certificate promptly to the Regents Exumination and
Seholarship Center with a letter of explanation, Fajlure to do so may result in
delay in your payment. However, no correction need be made in the assumed
tuition charge, since the college will certify the exnct tuition charge at a later
dnte, as explained below in the section headed “Tuition Charge,”

Terms of nttendance, At the top, the award certifiente will Jist all the terms
of the 1974-73 schon)l year for which yon will be eligible te receive payment,
Check the award certificate carefully to verify that the terms of your attendance
are correctly listed, since these are the only tering for which payment will he
processed. If you will hegin study with the fall term, the awnrd certificate will
indicate "fall" and “spring” (or, if you will he attending a college organized on
a quarter basis, the award certifieation will indieate *fall," "“winter,” and
vspring”). If your will begin study with the winter or spring term, the nward cer-
tiftcate will hegin with the first term of study. (If you indieate winter ax your
first term of attemdance, but your school has no separate winter term, your
award certifieate will be issued for the spring term only, so be gure to follow di-
rections for Item 15 carefully.) The summer term will also be listed if you in-
dicated on your Student PPayment Application that you planned to attend during
the summer,

Specinl note on final payment during year. Keep in mind the maximum period
of benefits allowed under the law. If you will exhbaust this maximum period he-
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fore the end of the 197403 school Year, the award certificate will not list any
terms following your sinad payment. For example, if you will receive payment for
your Sth and final semester as a1 undergraduate student with the fall semester,
the award certificate will show the full term, but not the gpring ternn

Of course, If you have exhausted undergraduate benetits with the fall semester,
you may continue to recclve seholar incentive assistunce during the spring term
if you begin graduate study in the spring. In that enxe, a separate award certitl
cate will be issned for the spring term for study at the graduate Jevel, ;

Sehool attendanee, The award certificate will show the eode number and the
name of the school that you will attend. This xehool should be the snme as the
schovl that you indieated on the Stndent Payment Application. Be sure that the
code number and name are correet. Cheek the listing on pages 13:16 of this
booklet, If the school has separate divisions with different code numbers, the
award certificate should indicate the code number of he partienlur division yon
will attend, If you are attending the graduate division, the award certificate
should include “grad” as part of the name of the school.

Rpeelal note on transfers. Each award certificate can show the name of only
one achool, If you Indieated on your Student Payment Applieation that you plan
to trangfer from one school to another during the year, the computer will jssue
one ceptifiente for the entire yYear nt the xchool you will attend first, and then a
sevond award ecortifiente for the new school, beginning with the term you will
teansfer. If your award certificates do not show your transfer correctly, or if yon
have neglected (o dndicate teansfor on the Student Payment Application, notify
the Regents Examination and Scholarship Center promptly.

Maximum Entitlement. The award certiticute will how the maximum entitle.
mment fur full-time study for cieh semester oF quarter under ench program for
which payment is approved. (1£ the maximum entitlement is not the snme for all
semesters, then a scparate award vertitieaie will be issued to indicate each
different award.)

Kvep in wind that this Ix not the annual entitlement, 1f you will be atrending
a eolleze omanized on o semester basis, the amonnt indicated per semester is one-
half the annual amonnt. If you will be attending a college organized on the
basis of three “quarters™ for the regular aeademic Year (oxcvinding summersi,
the amount indicated per quarter is one-third the amount for the full academice
year,

Further, it is important to note that the maximum entitlement is based on the
income reported on your sStudent Parment Application. The aetnal payinent that
you will receive, after adjustment for tutition chnrges and other benetits, may be
Jess than your maximnm entitlement, as expliined below under “Adjusted
Award”

1f the maximum entitlement differs from the amonnt you expeeted, cheek
your own computations fipst, Refer to your work copy of the Stndent Pnyment
Application. Review carefnlly your computation of ench separate net taxable
balanes, You may have made an arithmetie error in subtraeting deductions or
exemptions, or You may not have made the proper adjustment for other children
attending enllege, When you have verified the grand total, check the appropriate
entitloment according to the formmla estabilished by law,

Npecia) Note for War Service Scholarship Holders: The code “W8™ in the
maximum entitiement fleld indleates a war service scholarship, Your maximum
entitlement 18 $3%0 for the entire yenr, Adjusted award will not be Indicated on
the award certifieate, sinee the adjngted seholarship will vary from term to term
according to the balance of tuition payalie by you,

Pultion Charge: The 1ow requires that scholar Ineentive and  scholarship
awards he limited or adjusted In some cages on the basis of the tuition eharge,
In erder to expedite lssuance of your pward certifieate, n preliminary adjnstment
has been made ¢n the basis of the typical tultion eharge reported by yonr school
for moxt full-tme students, That typlea) tuition charge is indicated on the award
certificare, In the f;0ld marked “tuition.”

Keep In mind that this is the tultion eharge for each semester or quarter, not
the annual tultion charge, Remember that this is only a preliminary estimnte of
your tultion charge, If your tuition charge in fact differs from the typieal tnitlon
charge for moest students at yone sehoal, Your sehaol will cortify younre exaet tultion
charge direetly to the Regents Center at a later date and n inn) ndjustment or
eorreetion Wil he made In your award if necessary. It Is not necessary for you to
report a diserepaney in tuitlon when you receive your awnrd certifieate. An exti-
mated tnition is provided at thiggtigie solely to help yon nnderstand how Four
adjusted award has been cqlcnlma
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For certain Regents scholarship holders, the adjusted award may depend on
edueational fees, In addition to tuition, If edueational fees are relevant in your
casy, the amouat of applicable fees is also listed,

Note: If the code X" uppears in the field for tuition, thix means that there is
no uniform tuition at your school, and <o it ix not possible to advise you of your
adjusted award at this time, Determination of your adjusted award must there-
fore awadt certification of your precise toition charge Ly your school, at a later
date, lssuance of your check must also be deferred until that thoe, as explained
in pavagraph e, following,

Adjusted Award: An explanation of adjustments to scholnr incentive nwards
appears in section 1, pur, o of thin booklet. An explanation of adjustments to
Regents sceholarship awards apperrs in the information sent to you when the
scholaeship was awarded. The award certificate shows the preliminary adjust-
wment made in your awand, based on the typienl tuition charge, For example, if
Your mnXimum scholar Incentive entitienient is $300 a semester, but the typieal
tuition charge is $323, the adjusted award will be 2235, since the first $100 of
tuition each remester i8 not covered by the scholar incentive nward, (1f yon are
a scholnrship holder and your maximum scholarship entitiement is £500, and the
ypleal tuitlon charge is §323, the adjusted scholarship award will be $325, but
the adjusted scholnr incentive award will be zern. Uf course, if an adjustinent
in award is required for tuition, then your adjustes award will be the same an
your maximum entitlement.

Reep in mind that if your actual tuition differs from the typical tuition indi-
eated on the award certificate, the appropriate correction will e made in your
payment, so that you will revelve the correet puyment based on the tultion eharge
that you actunlly pay, as reported and certified hy your school,

Lovel of Study. Your level of study will be indicated on the award certificate
as followns:

Code "0"—TUndergradunte study;

Code *1"—Graduate or professional school;

Code "5 —Reguesting firth year of payment for study in an organized, approved
undergraduate program normally requiring b vears for completion.

Your college will be requested to certify your level of study, and payment will
be approved only if the college makes such certification,

Other benefits, If you reported on your Student Payment Application that you
will be receiving other beneflts that wonld duplleate the purposes of your scholar
fucentive award or Regents scholarship, then the nmount of such other Lenefits
t0 be received each term will be Indicated on the award certificate. Such other
henefits may =erve to limit and i1 <luce the amount of your award. For example,
acholar Incentive awards will be limited as explained in section 1, par, a, It ix
your regponsibility to assure that the award certificate shows the correct and full
amount of other benefits that you will receive each term, ‘

¢. Payment Procedures, Insunnce of the award certifieate Is notification that
your appli.-ntion has heen approved and that processing of payment is underway.

To expedite your payment, the State Department of Awdit and Control will
process your puyment initinlly bamea on the typical tultion charge pald by most
students attending your school, This payment will be sent to your school aicout
4-¢ weeks after you receive your award certificate, but not earlier than about
October 1 for the fall term, January 1 for the winter term, and Mareh 1 for the
spring term. (For payment for sumimer study, see section 3, par. ¢.) Your schunl
will be direeted to isxsue the payment to you If yon are enrolled in an approved
program and if yon are eligihle for payment in this amonnt, Yon should keep in
mind that if you are eligible for payment in a different amount, heeatise your
tultion charge differn from the typlcal tuition charge for most stwdents at your
school, then it may he necossary for an adjusted payment to be issued at a Inter
date, after the college has certified your nctunl tuition charge to the Regents
Examination and Scholarship Center.

Some schonls do not have nuiform tuition charges, o0 that it is not possible to
1spue student payments until after the school has certified the actual tuition
charge for ench individual sudent. (If that is the case at your school, the ende
»x" will appenr in the tuition fleld on your awnrd certificate. In such schools,
students should not expect to receive payment until late in the semester. If you
have any quesations concerning the possible date of pnyment at your school, con-
sult with the appropriate achool officinl,

Since full payment of the tuition charge for each term is normally required hy
schools at time of registration, and since yqt:r State payment will normally not
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b avadlable o you until after registrntion has been completed, you may wish to
nreange with your school for tuition credit in the amount of your anticipated
Ntate award, pending issuance of your payment. For purposes of tuition credit,
your gehool may request that you submit the “college copy™ of your awnrd cer-
titicate as evidence of cligibility, and also that you give the school power-of-
wttorney 8o that your payment mny be deposited direetly in your tuition account,
Studenta who wish to take advantage of this opportunity should be sure to file
the Stadent Payment Application early, preferably nt loast 8 weekn hofore rogin-
tration, &0 thint they may receive the award certifieate in time to be submitted
to the college for tuition eredit.

While only one Studeat Payment Application is required for the year, and only
one award certificnte in issued, payment will be ninde for each term reparately.
The amumnt paid for n semester will be one-hnlf the apnnal award, and the

amonnt paid for a quarter term will be one-third the annual award. No payment

Wil be amnde for any term unless the payment due is at least $10,

I you discontinue full-time attendonee hefore the end of the school term, you
may ehther: (1) elabm o proented payment for the period of actual attendnnee
and tor the actual lton charge for that period, or (2) walve pnyment for thot
term, A term for which prorated payment §a made countx as a il term toward
the maximum number of terms for which assistanee may be received, A term for
which pnyment is walved dees not count toward your maximum period of heneiis,

£, Other Ald Prograns, "Mhere are a variety of sowrces of finnncial assistance,
in addition to New York State scholar incentive and scholarship grants, availnble
to college studenta, The best xingle rource of information for you would he your
college finanecial aid oficer, who would be in a position to advise you concerning
your eligibllity and the procedure for making appliention, For exnmple, the Fed-
eril Government has established a program of haxie edueationnl opportunhry
grimtx (REOG)H for studonia who first begin fall-time undergradunte study in
I9T-TH, or who begnn such fall-time study during the 1973-74 colleze vear,
Goneradly, studonts with a gross fnidly income of $12.000 o yvenr or Jess will he
oligible for BEOG, but students with higher income may also he eligible, depend.
ok on individunl eircnnstanees, You would, therefore, e well advised to obtain
an application. from your college (or-write to U.8, Office of Education, BEOG,
Rox 84, Washington, DG, 20044) and determine your eligibility for yourself.
Two other Federa]l progeams for students are the supplementary eduentional
opportunity and the work-study progeams, For these two progeams. the Federal
Government provides funds direetly to the college, which then releets the xrudent
recipients, Students at SUNY colleges may also be cligible for the Siate Univer-
xity Reholarship or for a tuition-waiver, for which application should he made
direetly to the college, Finally, these are two major programs that provide loans
to college studentz—the National Direet Student Loan Progeam (NDRL) and
the Neww York Riate Higher Edueation  Assistance Corporntion  Program
(NYHEAC), For further information eoncerning thege programs, or other ald
programa, consult Your college financial aid officer,

NECTION 2.—INBTRUCTIONA FOR COMPLETING 1074-73 STUDENT PAYMENT
AMPLICATION

Applieation Proesdure : A new Student Payment Appliention must he filed with
the Regents Examination and Scholarship Center annunlly, at the hegluning of
each new aeademle Year of study., An application for the 1974-73 college yenr
appenrr on pager 21 and 22 of this hooklet,

Eligibility for payment is not continued automatieally from one academie venr
to the next, Fach spring. n new application form will he mailed to the legal ad-
dresy of every student whose application was accepted during the previvie college
yoar, and also to every student who wrote the Regenta Scholarship and College
Qualifieation Test the previous fall, Other students may request applications nfter
June 1. To nssure receiving your application promptly, al vays report immediately
anv change in your legal address, ,

Only one applieation need he submitted by a student for all sementors, quartera,
or other terms in the 1974-70 academic year, beginning with the summer of 1974,

Ta axsure prempt processing of payment for the fall term, applieations should
bhe fited hefore July 1,

Remove both the *Applicant Work Copy* and the Apnlieation Form to he aent.
to the Regents Fxamination and Scholarship Center. Enter all information on
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Your work copy first. ‘Transfer the informuation to the copy to be filed, Retain your
vopy for reference, ‘

Be xure all entries are legible. Follow instructions earefully, If you must pro-
vide ndditional explanntion for any ftem, attnch addidonnd sheets, If your applion-
tion is incomplete or illegible, 1t will huve to be returnied to you and your payment
will be delnyed,

You nre respongible not only to see that all items of Infurmation on your appli-
entlon are correct at the tme the applention is submitted but niso that all infor-
mation I8 kept current and up to date. Notity the Regents Examination and
Scholnrship Center Immedintely when:

1. You change your legal nddress or your parents move out of New York State,
* 2. Yuu change yonr name,

3. You become married, separated, or divoreed.

4, You transfer to another school.

B, You discontihme full-time atteniance,

4 Yon aceept other awards or edueationnl agsistance that will limit or affect
your awarl,

T There Ix n change in the number of other full-time students in your family
during 1074-535, ;

A There is n change in the persons responsible for your sapport due to death,
murriage, divoree, ote, ;

W, A change Js made in any New York State income tax return affecting a net
taxahle halanee which you reported previous to the Regents Examination and
Nebolarship Center for the purpose of caleulnting any of your awards for any
Yonr,

Jrem 1. Niume and Address: Cheek “Mr,” or “Ms" as approprinte,

1L your naume and address have alrendy been entered, check enarefully for ne.
enracy nmd corrert 10 necessary, Add your Z11? code If it has not already been
printed, 1f nume and address have not heen entered, print thiz information in the
Aapuces provided, In the hoxes indicated for your Just name, print as much of your
Inst naame as possible, one block capital letter to o box. Do hot go bheyond the
‘paces for Inst due, eved I you eannot get ali of your Iast name in. Then, start-
Ing with the first hux In the first name space, print as paich of your first nnane
a8 posaible, one letter to a hox. Again, do not go beyond the first natwe apee,
oven {f yui eannot get all of your first nnme in. Print your middie ini*inl in the
Npnce anarked ML

Note that your present Jegnl address or residence I8 required here, 1£ you have
not entered 0 New York State address but feel you qualify as a legal resident,
»oe weetion 3, par, d for speeial instructions,

Ttem 2, Identifieution Number: An jdentifiention number is assigned each stu-
dent by the Regents Examination and Scholarship Center and all records nre
muintained under this numbser, I no manber has ulready been enterad for you
on the Stadent Payment Application, and you know your numlier from a previous
yenr, enter that number. 1€ you do nat know youy number, or have not yet heen
assigned 2 number, leave this space blank. Your assigned nuimber will appear on
your award certifieate. For future reference, yYou should enter yonur jdentifleation
number on the applicant copy of the Student Payment Application.

Item 8. School Code: If a four-digit school code has alrendy been entered on
the Student Payment Applieation, cheek that emle ngainst the Bchool code Jist
heglnning on page 13 to verlfy that the code ia corvectly lizted for the school you
will attend during the 1974-705 college year, If no code has been entered, enter
the eorrect sehool ewde, Be sure that the code has four digits and that it {s correct
for the level of study nnd for the particular branch of the school that you will
nitenid. Note that the graduate and undergradunte levels of a college always have
sopargte code numbers, Re sure to use the correct code number for the level in
which you will e enrolled, If you are not sure of the correct branch or division
in which you will be enrolled, consult the appropriate schonl officer, An incorrect
emle Nsting will result in delay of your payment. BUNY and CUNY students
ghould refer to the appropriate note below,

Note for SUNY Students: The upper and lower divisions at 4-year under.
graduate colleges have been asxigned different code numbers, If you will he
wnrolled In the upper divixion, be sure to use a code nuinber beginning with the
number 4" It you are not sure of your status, consult the appropriate college
ofticer, 1f your status will change during the gear, attach an explanatory note,

Note for CUNY Students: CUONY students at the undergraduate level should

ey T

[ i
[Vl }

RIC

Aruitoxt provided by Eic:



Q

ERIC

Aruitoxt provided by Eic:

Y

note that xeparte vade numbers are listed at ench college for studema who pny
tuition and stadenta who do not pay tnition. Be sure 1o chovse the correct code
number, depending on Your tultion status. For example, if You are a resident of
New York City and fully matriealated, o that you are not reyuired to pay tuition,
choore the code bumber for “tuition free.” (Incidental fees, such as Bbrary fees,
regiatention feex, und Inhoratory fees, are not constdered taition,) On the other
hand, if you e not g Chy resident, or you did not meet the requireinents fur Tull
maotsiculativn, so that You »re required to pay a tadtion charge in additlon to
feex, choose the code sumber for "students paying taition,” It 1s tmportant that
you chwose the correet eode number xince your awand certiflente and pretiminary
pagpment will depend on the amount of your wmiltion charge, if any,

Item 4. Childsof-Veteran Number: If you currently hold n Regents ¢hilidofs
voteran award in pdditon 1o 4 Regents seholnrship, the number of your ehild-of
veteran award should appear here on the apdlication or nddress abel 1f yon hold
such an dwared in combinntion With a seholarship and no number appears, attach
W atiatement ealling attention 1o thix omizxion,

Ltem o Date of Birth: Enter the month, day, year of your hirth, 1f this ine
totmation i3 alrandy entered on address label, cheek earefully and correet it
NeCessary.

Ttem 6. Marita) |tatus: Cheek applicable hox: enter date ns required,

Tem 7 Rocinl Seeurity Nomber: I€ your socini security mmber iz nlready
entered correetly on the address Iabel, below yone date of birth, You may leave
thix xpnee blank. 1€ yonr gocinl xeeurity number is not given, or if it ix ineorrect,
onter your soehtl xeeurity numbher in thix xpace.

em S.Citizenship: 1f entry §s “No,” you must obtain and submit a *Certifiente
of Intent to Apply for Citizenxhip™ (SFA~414), To request this form use puge 17
Also. sew seetinn 3, par, d for an explanntion of the residence atatnx of nonclitizens,

Ttem 0. 8chool : Enter the name of the college or xchool you wil attend during
the I54-75 neademie year, beginning with the 1074 summer term, Also entor
the divialon or branch in which you will be enrolled, together with the xtreet and
city of that particular division, Indicate tae course or major subjeet you will xtady
and the degree or certificate for which you are or will he matricalated.

3£ you are enrolled in o hospital sehool nurxing diploma program, enter the
nune of that xehool upder “Name of School,” not the name of the college in which
you may be taking part of your prograin; alzo, enter “diploma” in space for
dogrfee, 3T, however, yon are In a degree program. enter college and degree,

1f you plan to change xehoolz during this academic year, enter In 1tem B the first
sehool of attendance and attach an explanatory note indirating any other schonlr
that you will attend during subsequent terms. If you fa i} to Indicate teansfor to
anothor school during the year, payment for study at the new school will e
delnyed,

1f you will be enrollod at more thon one xchool during the same semexter
or torm. list the sehool at which you will be regularly matriculated. but attach
nn explanntoery note,

If you are normnlly matriculated in one school and will he attending another
sehool in New York Stare under permit or under an institutional agreement, yon
shonld indicate in Item 9 the xehool in which you will actually be in attendance.

List in Item © only a school located in New York 8tate (except for holders of
onteapathy seholarships). Under the Inw, yon may receive payiment while attend-
fngg nn Institution entside New York State only if your tota) tuition charges for
that period are ynyable to n college in New York State, which then provides off-
campux instruction as n part of it own regularly organized program, 1f you pay
tnition. in whole or in part, to a xchool Jocated outside New York State, you are not
elginte far pnyment of a Btate nwnrd,

Important Note Concerning Tuition ! AR oxplained in section 1, par. a, you are
elleible for scholar incentive assistance only if yon will attend a college with n
fuition charge exeeeding $200 n year, not inclnding fees, If yon do not hold a
Regenta seholarship or child-of-veteran award, and you will ho attending a State
hospital xchool of pursing. or an undergradnate division of ¢ INY, or nny other
schond with @ geperal tuttion charge of iexs than £200 a year, please attach to yonr
applieation a statement explaining why you believe youn are cligible to receive
seholar incentive axxistance. If you do nat, your application will he relurned,

Ttem 10, Parents” Nnmes nnd Addresses: Enter here your father's (or step-
father's) name and address and yonr mother's (or stepmother's) name and nd-
dress, or the nnmes and addresses of legally appointed guardians, Thix informa.
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tion mumt be provided cven It you chouse not to provide finnncinl Information,
or it ou claim emaneipation from parents. Do not leave blank. _

Ir you list persons vther thun Your natural parceuts, indieate the reltionship
0f ench such person and attach a statement explnining the rituation. In particuinr,
1f you list guurdians, be sure to expluin whether you have been legally adopted by
Jour guardinnes, ‘

1f u pareut i3 decenased, enter the name and then indieate the date of death in
the spice where nddress would otherwise be given, However, If there is 1 slep-
Ppurent, the name of that steppurent should be listed,
~If parents are divorced or separated, the names of both parents should still he
lsted, and the dnte of diverve or xeparution indicated in 1tem 10¢, However, if the
paent baving custody hax remareivd, enter the onme of thut parent aml the
stepparent. 1w not enter the date of any divoree prior (o this renarrionge,

1¢ you nre a member of a religlous order which will hxsume responsibillty for
you during 197475, you should xo indicate by writing “religious” in the hox for
pitrent’s name, and alsv In the box where your income Ix required—line »i" of
Ltem 23, In that care, you will be entitlel to recelve no more than the minimum
award for any Regents scholurship or fellowship, and no more than n scholur
fneentive nwvard of $100 for the yeor, ;

1f you are unmarrled and any of the nddresses listed are not in New York State
ave yection 8, par. d for xpecinl instructions,

Jtem 11, Rexidence : An explanation of the legal residence requirement is given
in xection 33, par, J,

I xan are o xew a Jeand resident, o, 3F You hinve not been o legal resident of
*w York Stute Tor the 2 anonths imomedintely preceding the Leginning of the
firxd torm for which yon are regnexting asadstanes, chvel “No

1£ you have checked “No,” see section 3, par. d for apecial Instructions,

Ttem 12, Previous Stodent Payment Application for 1974-73: If you have
checked »Yex' to thiz item, attach u stutement glving date of previous application
and your reason for filing agalin.

Ttem 13 Other Bdueationn) Assistance : The law provides that Regents scholar.

ship or seholue incentive assiztance mny not duplicate the purposes of other
fnaneinl wesdsinnee coccived by e miudent. Answer "Yes” to Item 13 if yon
receive any of the following edveationn) beneflis:
W) An educationnl grant or scholarship awarded by the Armed Forees or
by an Feders) apency (exeept GI henefits, U8, War Orphan benefits, educntional
epportunity grants, health professions educational assistance, soecial security
benefity, or loans, Pleaxe note that educntional benefits pald to disabled veterans
are conslderad duplieative and must be reporied in Item 13.)

th) A tultion grum awnrded by a New York State departnient or agency
(exeept the Divislon of Vecational Rehabilitation and the Department of Soclul
Services, Commission for the Blind and Visually Handicnpped).

(e} Tuolthen retnission or a tultion grant or wakver awarded by the college
on the basis of your status as o facnity or staft member or dependent; or on
the bagis of xervices ax 0 gradwite nssistant or other services to the college ; or
on the bnkis of your enrollment in a forelgn study, teacher education, or other
specinl program,

It yuu'vl.m-k “Yex,” atinch o statement indlcating the following for ench award:

{a) Nntue of the agency, organization, or college providing fuancial axsistance

(b) i\"‘xlmw of the award, or title of position you will hiold

A » . o 0 9

() S o the ot bt o 1 . o S e
nature of services and number of houra a week) ' cate

(¢) College termn during which you will recelve such assistance

(f) Totnl value of tultlon remission, tuition walver, or tuition credit that
Fou will recelve during ench college term. If the amount of the tuition ramluéldn
by the college will be equal to the tuition charge, specify “full tultion remission."
1f the tuition remission will bo xome lesser but fixed nmonnt, indicate the exm"t
amount (e.g., "tuition remission of $600 4 semester”)., However, if the amount
of the tuition remission by the college will depend on your sc'holnr fncentive
or scholarship awurd from the State, be sure to explain such Mmitation clenr]
(e, “tuitlon remission will equal tuition less the scholar incentive award"), Y
colg gée'{:t"::ll. other benefits in caxh or allowanees that you will recelve during cach
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Do not Mst 7 Regents scholarship, fellowship, or child-of-veteran award. Dv
Lot report Josns of any type, ~ n I

Failurs to ntrach this explanation will delay process of your applieation, It
you are unable to provide all the information requested, or you are uncertain
converning the specitic details of your award, consult the financial officer at your
schowl,

Should other benefits received by you duplicate the purposes of a State awnard,
adjustments may be made in the State award, where appropriate. o

item 14. 3-Year Program: Cheek here if you are eurolled in an orgnnized
approved progeam in which 5 years of undergradunte study are required for the
haceninurente degree and if you are now requesting a 5th year payment at gho
undergeadunte level. (Examples of such programs-—-pharmacy; or engincering
or architeeture at some xchools.) :

Muke no entry here if you are enrolied in a program in which 4 years of study
are nermally required for the hacealaureate degree, even If this will now be your
Sth year of onrollment in such a program.

Ttem 15, ‘Terms of Application: This form may be used to apply for assistance
for only the 1974-75 nendeinle year, The 107475 academie year begins with the
1974 summer term and ends with the 1973 spring term. Y

1) Summer 1974 Term. Answer “Yes” only if you will be or have been en-
rolled In o separate approved summer term. 8chools which have a separate.
approved summer ferm nre indicated by a black dot in the “Summer” column
on pages 13-16, Do not auswer “yes” unless the summer term at your school is
approved. 1f you have any questions, consult the appropriate school official. (In
some xchools, the summer term is an integral part of the regular academic year,
and not o separate term.) If you answer “Yes,” see the special instructions con-
cerning eligibility for summer study in section 3, par. e. In particular, if you do
not. request payment for the 1974 fall semester, you must attach a statement
explaining why you believe you are eligible for sumer payment.

<) Fall 1974 Term. Answer “Yes” if yon will be enrolled for the fall 1074
gemester, trimester, or quarter at your scheol. 1f you answer “Yes,” your award
certificate will list the £all term and also all following terms that are approved
nt your school, 9% explained in veetion 1, par, 4.

It you answer "No" to question b, beenuxe you will not be in attendance during
the fall term. you should indicate the particular term, after the fall term, during
which you will begin study and for which you request payment to begin, Do not
indicate “Winter” unless your school has a separate, approved winter term.
Sehools which have xeparate winter terms are indicated by a black dot in the
“Winter" colummn on puges 13-16,

Do not request payment for a work period in a cooperative work-study program.,

If you are n scholarship holder and you sngwer “No” to question b, you must
attach an explanarory note either requesting a leave of absence or explaining
why vou do not believe a leave is necessary (as for work or vacation terms).

Item 16. Level of Study: For the enrliest term checked in Item 13, indicate
the tevel of study at which you wili enroll,

Cheek “Undergradunte Study” if you will enroll for study leading to a bac-
enlayrente degree, nsrociate degree, or nursing diploma, or if you will be enroll-
ing in o private business, trade, op technieal rehool.

heck "Graduate Study” if yon have nlready earned a bachelor's degree and
will enrol} for study lending to n graduate degree, or if you will be enrolled for
pru{ﬁsiunul study or medicine, dentistry, 1aw, podiatry, optometry, or veterinary
medicine.

If your level of study will change after the enrliest term checked in Item 15,
aftneh an explanatory ndte, ;

Note that If you check undergraduate study in Item 16, then you must have
Indieated an undergraduate school code in Item 3. 8imilarly, it you check gradu-
ate study then you shoulid have indicated a graduate school code,

Item 17. Applieation for Prior Years: If you have ever applied fo- scholar in-
centive assistnnee (or actually received a Regents scholarship, fellowship, or
ehild-of-veteran award) for any term prior to the 1974-75 academic year, check
“Yas" and enter the award jdentification number assigned, and the most recent
enllege yoar (e.g., 1971=72) for which you applied for assistance or received an
award, If you applied for scholar incentive assistance for a prior year but did
not actually receive payment because you were ineligible or because of the tuition
Hmltation, attach an explanation,
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Item 18. Income Report Option: ‘This option is available only to persons who
hold » Ltegents scholarship or child of veteran award. Applicants for §ns!}olai.r
incentiv. assistance must report income in 1tem 23, Sinee the law ity eligibilty
for seholar Incentive to persons with a family income not exceeding §20,000, a
report of income i3 required in order to establish eligibility for scholar incentive

. wsistanve, 1 Ineome s ot yeported, the income must be presumed to exceed
F20000 and ne scholar incentive award can by puid. Therefore, do not check
Item 18 if you are applying for a scholar incentive award,

Jolders of Regents scholarships and child-of-veteran awards, however, may
receive « ¢ dimumn or ixed award regardless of income. 1f you hold a Regents
scholag Mip ~r child-of-veteran award, you imay eleet to receive sueh minjmum or
fixed aw. -4 o thout reporting income, (‘Ihe minimum awards are listed in see-
tion &, par a.) However, please keep in mind that if you check Ytem 18 then you
will receive only the Regents scholarship or child-of-veteran award, and not
1he scholur ineentive award, 1f yon are eligible for scholar incentive assistance
and wish to apply for scholar incentive assistance in addition to a scholarship
or vhild-of-veteran award, you must report income in ltem 23, ;

Item 19, Afirmation; The application must in every case be signed and dated
by the student applying for an award. In addition, each person whose income
is repo. ted must alzo sign and date 1tem 19. ;

If you are not reporting income, your application is now complete, Check to
see that you have answered Items 3 through 19 completely. Mail the original in
the envelope provided. Retain the booklet and the “Applicant Copy,” for your
informution, ‘

If you are reporting income, you must now complete Items 20 through 23,
A general explanation of the procedure followed in reporting income is provided
.In section 3, par. b, ,

Item 20, Request to Exclude Parental Income: The legal requirements for
exclusion of parental income are explained in section 3, par. b. Jlease note that
the law establishes separate requirements for gradunte students and for under-
graduate students. Complete Item 20 only if you belleve that you meet the
legal requirements.

1f vour address in Item 1 is the same as the address of either of your parents
in Item 10, yon ust attach n supplementary statement explaining this apparent
'&nu]mgies‘;ency in emancipated siatus. Otherwise, parental income cannot be
excluded,

If the date of emancipntion is at least 1 year prior to the bheginning of the first
term for which you are applyiug, no report of parcntal income need be made
in Item 23. Otherwise, your parents’ income must be reported in Item 23, but
such inéome will be excluded for cach term for which you qualify.

1f you have answered "' Yex" to gquestion b or ¢, or if you are an vndergraduate
student and have answered “No” to guestion d, yon must report parental income
in Item 23. However, if you believe that yon meet the legal requirements, you
may in addition attach to your application a completed copy of “Request for
Exclusion of Parental Income” (SFA 14C). on which you may explain any
unusual circumstances. If jt is determined that you do in fact meet the legal
requirements, parental income will be exclnded in determining the amount of
your award. ;

1tem 1. Other Students in Family: If there are other mcmbers of your
immediate family who will Le in full-time attendance either in or ont of New
York State, in a college, hospital school, approved 2-year program in a registered
private business school, or degree pregram in a trade or teehnical school, during
1074-375, see special instructions in section 8, par. ¢. (Theological study may be
included for purposes of this ndjustment only. )

Do not list your own name. Do not list students who fail to meet all of the
requirements. For example, do not list a student who is attending high school,
or a student who is claiming exclusion of prrental income in applying for an
award under this program.

Each entry in Item 21 must inciude the name of the student who meets these
requirements, and must indicate clearly his relationship to you. For each person
listed, be sure to give the name of the college or school he will attend, and also
the degree and coarse. Check elther “Yes™ or “No" for each semestcr of study, If
unly one semester is choecked, adjustment will be made for that semester only.

Item 22, Information on I'crsons Whose Income Is Required: List here your-
self, your =pouse¢, and your parents, steppurents, or adoptive gunardin..s unless
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their incomes muy be properly excluded in accordance with the special instruc-
tions in section 3, par. b. For purposes of income verification, enter the social
security number of each person and the name and address of the employer, and
ndieate if 0 Now York Stute tax return for 1973 was filed by each.

Ttem 28, 1073 Income for Computation of Award: All incume received by
yourself, your spouse, und the persons named in Item 22 must be reported.

I you are reporting the income of Your parents, stepparents, o‘r‘ndopti\"e
guardinns, and they filed a joint New York Stute income tox return for 1973,
cheek the box for “joint return™ and report the joint income. If they filed sep-
arately, cheek the Dox for “separate return of father” and report in incomes
reparately. Follow the same procedure for yourself and your spouse. 1f the um)l{:
cant, spouse, or parents had no net taxable income, indieate this by entering *0
in the approprinte column, Do nut leave columns blank,

1t you are n member of a relizions order, which will assume responsibility for
you during 1974-75, write “religious” where income is Tequexted on line 1" of the
applicant column, . ‘ T .

Even if o person Hsted in Jtem 22 earned income outside NewYork State, or
din not 1ile @ New York State tax return for any reason, that person's total in-
como for 1973 Lrom all sources must be reported In Item 23 on the same basis as
if the total income had been subject to taxation in New York State and 2 tax re-
tarn had been fled, Item 23 should be completed in the same way a8 if a New York
Ktute eome tax return had been made on either the Jong form or the short form,
as appropriaote. 12 you wish, huwever, You may report the total gross income
{rom ull =ources on Jine “a” and exemptions on line *d,” and then compute the
net taxable bnlance on the haxis of ¥andard deductions, (Among reasons why :
reiurn may not have been filed are: income earned outside New York State not
subject to New York State tax; ihcome entirely «from tax-exempt securities;
family moved to New York State during 1973 and income subjeet to New York
Reate tay uot suieiont to require Hing of 2 tax return,) 1f income records have
heen lust or are otherwlse net available, the approprinte income tax informuation
may be recanstricted o pour best knowledee, In the absenee of ather infar-
mation, 4 report may be made of gross income (line “a”) and the muzher of
~ul-.\'vuu»l‘iam tline "d™), and taxable income computed on the basis of standard
dedietions,

If, after you fle your application, you wish to claim a supplemental awnrd
(o, you dind that you have made an error in reporting income, or another child
in your family enters college), you must file an amendment to your application
no later than May 15, 1975, Shmilarly If, after your file your application, you are
notitied that you are required to provide additionnl evidence in order to extablish
your cligibility (e.g., evidence of resldence, or Income of parents or spouse), you
must sapply the neeessary information ne later than May 135, 1975, or 0 duys
after dinte of such notice, whicaever is later. No nmendinent, correction, or addi-
tion of any Kind to a Student Payment Applieation cean e considered afrer
the above dates for purposes of retroactive or supplemental payments, No ex-
ceptions can he made for any reason. You are therefore urged to exercise ap-
proprinte prudence and cantion to preserve your eligibility to recelve pnyment,

The provimdure to he used in reporting each person’s income depends upon the
type of 1973 New York State income tax return filed, (Do not use the Federal
income tax return for this purpose,)

It Income Was Reported on NYS Income Tax Return IT-200 (Short Form)

Begin at line “a” on the application and enter all information requested or
Hues *a” through “k.” The entry on line “a” on this application should be the
amount reported on line 6 of the New York State income tax return.

Line b, Standard Dednetion, Under New York State income tax law, the stand-
ard deduction Is 157 of line “a,” but not more than a deduction of $2.000. For
marricd persons, whether they file jointly or separntely, $2,000 is the most that
wmay be deducted ux a combined amount by both husband and wife,

However, 2 persons with low incomes may claim standard deductions in at
least the following amounts, even if the 159 rate would otherwive result in @
smaller dednetion:

(1) SRingle person whoe is not head of household or surviving spouse—$1,000,

(2) Married persons filing Joint return, or single person who is head of house-
hold or surviving xpouse—3$1,500,
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13) Married pevsons filing separate returns—A combined deduction of $1,500
may be claimed tor both hushand and wite, ''his amount may be divided between
husband and wife in any manner they choose. ; o

1f you, as the student applicant for an award, are single bui claim the $1,500
mwinimum deduction as a head of family or as a surviving spouse, be sure to
Phice o checkmark in the space provided on line “b"” on your application.

Iy INcOME Was REPORTED ON NYXS8 INCOME
Tax ReruRy 11201 or Y1208 (LoNg FORM)

Begin at line “£* on the application and enter all information requested on
lines “t" through “k.” The entry on line “f” on this application should be the
amount reported on line 9 of the New York State income tax return.

Ir No NXYS Tax RETURN Was FILED

Yuu may follow the same procedure that would have applied if you had filed
either the I'T-200 (3hort Yorm) or 1T-201 or IT-208 (Long Fommn). If it is not
Tossible for you to reconstruct the New York State long form for this purpose,
You may follow the short form procedure instead. In that cuse, begin on line
"L but note that you are limited to the standard deduction of 1555, not to exceed
a npeximum of $2,000, ‘ )

Line “g” requests amount of depletion allowances and income from tax-exempt
secnrities. Tax-exempt securities generally inciude bonds or other obligations
of the Federal Government or of New York State or its political subdivisions
and bonds or obligations of authorities or commissions. Do not include any other
type of tax-exempt income such as gifts, compensation for injuries, proceeds of
Insurance policies, or pensions. You may, if yon wish, choose to add income from
fax-exempt securities to the gross income, and to compute the taxable income
{1or purposes of this applicativn) on this combined amount as if you had sub-
mitted your tax return on the short form.

Line L™ requests support that you receive from separated or divorced parents,
Do not inctade alimony. Include only that portion of support payments applicable
to you, lf’rovlde this information in accordance with special instructions in section
3, par. b,

Line “I” requests the total of lines “f”, “g”, and “h", Do not leave any column
blank, If you have no income to report enter “0."”

Line “§” requests the number of other persons in the family in approved full-
time study, It you have made no entries in Item 21, enter “1” on line “J” and
proveed to the summary. However, it you have made entries in Item 21 you
shonld adjust the total from line “§”’ to line “k” according to the special instruc-
tiuns in section 3, par. b,

Summary :

carry all of the totals from line “k” to the summary and add to obtain & grand
total. For award purposes, penny amounts will be drepped in the “grand total,”
and your award will be based on the next lower whole dollar amount, (For
example, if the “grand total” is $2,000.85, you will recelve an award based on a
*grand total” of $2,000,)

Check to see that you have answered all items completely. Transfer informa-
tion to the “original.”” Be sure you have obtained all the necessary signatures on
the “original,” Remove the “original” (pages 21 and 22) and mail it in the enve-
lope provided, Retain the booklet and the applieant’s copy for your irZormation.

SECTION 8.—SPECIAL INSTRUCTIONS

(This section contains instrictions and information of special interest to
certain groups of students, The preceding sections will refer you to specific parts
of section 3 that may apply to you.)

a. Awards for Regents Scholarships. For the convenience of Regents scholar-
ship holders in answering Item 18, the ranges of the various ty;«s of awards,
based on New York State net taxable balance, are presented below.

(The Regents child-of-veteran award is a fixed award of #450 a year, and the
Regents war service scholarship is a fixed award of 3330 a year,)

42-702—T4———7 .
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Annual

Net taxable balance: award
$1,500 or losS—__——o e m——— - : $1, 000
Between 1,50 and Y,300.... ——— o i e e o i 099-251
0,300 OF MOTC . ————— et o o o e e —— 250

Regents dasic nursing scholarships

Net taxable balance:
S1.800 OF JeBRA e R e e e o i i o e —— $500
Between 1,800 and 4,80 cvevmne e —— o ————— e 499201
2,500 0F MOICeceme meem ——————————— ~ : ——— 200

Regents scholarships for medicine, dentistry, ostcopathy

Net taxable balance
NLAO or lesscaneaa ——— m———— —————— —————a $1,000
Betveen TSR and $,000cmmmec o macecome S S — 999-351
000 U DOTC e e e e e e et o i e - 350

b. Income Report. Except for those programs having a fixed award (e.g.,
child-of-veteran and war service), the law requires that the amount of award
shall be Sased on the combined income of the student, sponse (if any), and
parents, step-purents, or adoptive guardians, The income of other persons is not
considered. 1T a student's parent has remarried, the step-parent is considered by
Taw to be finanelally responsible fo the sime manner as 2 natural parent, How-
ever, the income of n guardian is considered only if the guardian has legally
adopted the student. The measure of financial ability establizhed by law for each
college year is the combined net tazable Lalance of family income for the pre-
ceding ealendar year. Thus, your award for the 1974-75 academie year will be
based on the combined net taxable balanees for calendar year 1973, ax reported
on New York Stuate ineome tax returns for 1973, (1f a person whose net tuxable
balanes ix required did ot file a 1973 New York State income tax report, or was
not subject to New Yorx State taxation during 1973 income must still be reported
on the 1TI-1075 Student Payment Applieation as thouzh taxable and reported
in New York 3tate,) The net taxable balance is the gross income less all allow-
able exemptions and deductions. However, depletion allowance and income from
tax-exempt securities must also be included, even if not reported on the income
inx report. All financial data will be held in strict confidence. Routine checks
will be *aade against the records of the New York State Income Tax Department
to verify information submitted,

It xhould be noted that the full net taxable halance of the applicnant’s spouse
must be considered in determining the applicant's award for 1974-75, even if the
applicant was not married during all of 1973. The intent of the law is that the
1074-1975 awnrd shall be hased on the financial ahility of all those persons who
may be expected to nssist the student financially quring 1974-1975, and the best
available measure of the financial ability of each person is considered to be the
amount of income earned during 1973. ,

1t is not possible, in computing year 1974-75 award. to give consideration to
changes in income that occur after December 31, 1973, due to change in job,
unemployme t, illness, retirement, etc. The law requires that the award be hased
on income durir.g calendar year 1978, which is the most ;2cent complete year of
employment. However, plense keep in mind that all financial awards are recom-
puted each year, so that loss of income after December 31. 1973 may he expected
10 be refiect~] subsequently in a higher award for 1975-76. In the meantime, if
you are faced with specinl financial problems, you should consult with the finan-
¢inl aid officer at your school concerning the possiuility of supplementary grants,
loans, or work-study opportunities.

The following are the only circumstances to which special considerations ean
be ziven nnder the law: :

Deatk: of parent or spouse. Where death has occurred prior to the beginning
of any term, the previous income of such person will be excluded {n determining
the student’'s award for that term.

Separation or divorce of studen{. Where separation or divorce has occurred
prigr to the heginning of anv tern., the previous income of the student's spouse
wili be excl~ded in determining the student's award for that term.
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Separeation or diverce of parents. Where parents are separated or divorced
and the parent having custody has not remarried, the award will be based on
the ineome of the parent having custody, combined with the amount of suppurt
received from the vther parent speeifienl)y for the support of the student. Thus,
if parents were separated or divorced prior to July 1, 1974, the 1973 income of
only the parent awarded custady need be reported. (I£:a separate return was not
filed for 1973, the income of the parent having custudy should be repurted as if
that purent hnd filed a separate return on Income earned by that parent alone
during 1973, with appropriate exemptions and deductions.) Such income should
include the total mmount of almeny received during 1973, or the nmount thut
would have been received during 1933, in nccordance with the schedule of alimony
payments actunlly in effect ax of July 1, 1974,

1n addition to the income of the parent having custody, a separate report
must be wade on line k" of Jrem 23 of the total amoeunt reecived during 1073
by the applicant from the other parent. ar the amount of such support that would
have been received during 1973, In accordance with the schedule of support
payments actunlly in eftfeer as of July 1, 1074,

Special consideration may be given if: ;

; 1) Divoree or separation oceurs after July 1, 1974, Tomplete the applica-
tlon giving incune of bouth parents for 1973, but attach an explanation of the
cirenmstinees,

~A(2) Mimeony or support payments change after July 1, 1974, Complete the
upplicntion on the husix of the situation existing on July 1, 1974, but attach an
explanation of the change,

However, where parents are divorced and the parent having custody has
remarried, the award will be based on the combined income of that parent and
his or her spouse. ‘ ;

Emancipation. (1) Graduate Rtudents, The law makes special provisions
for excluding the parental income of graduate and professional students who
for a period of ar least 1 year have neither (a) received financiul assistance from
their parents, nor {b) resided with their parcuts, ;

(23 Undergraduite Students, The Inw considers that parental ineome shall
genedally be considered in determining the nward of an undergraduate student,
even if the student is now 21 years of age, or married, or self-supporting, Im
other words, the normal establishment of emancipated status by an v~dergrad-
uate student daring the course of college study does not constitute a sufficient
basis for exelusion of parentul income, under the law. Consideration cayL be given
to an undergraduate student only in the exceptional ease of 2 person o mature
years who has resumed college study after an extended period of more than 1
venr of full-tile employment, or military service, or as a housewife, and who was
fully emancipated and self-supporting during such period. If you believe that you
qualify for exciusion of parental income on this basis, and if you do not now
restde with your parents or receive financial assistance from them, you should
ohtnin from the Regents Examination and Scholarship Center a supplementary
afidavit, entitled Reguest for Ixclusion of Parental Income (SFA 14C). To
request the affidavit, use page 17. This affidavit should be attached to and sub-
mitted with your application,

(3) Special Note on Residence With Parents, An undergraduate or graduate
student who has lived with parents during the past year for a period in excess
of 2 weeks, whether during the academic year or during the summer only, is not
eligible for exclusion of parental income, even if the student clalms payment for
room and hoard during that period. Exciption can be made only if: () the
student resides in a completely separate apartment or premises, and (b) the
rental paid is a fair market value, and (c) the rents received have been reported
by the parents as business income for income tax purposes. However, the residence
of a veteran with parents during the readjustment period from discharge to the
beginning of the next academic year will not be consjdered inconsistent witln
emancipation. _

~¢. Income Adjustment for Other Perrons in Full-Time Study. If more tham
one chitd in the family isx engaged in approved full-time study, the net taxahle
balance of the parents may be divided hy the number of such children, as ex-
plained below. In addition. an appropriate adjustment in income may he made
it a parent, spouse, or child of the applicant will be in approved full-time
attendaunce.

* Aceordingly, you should enter in Item 21 the names of those persons in your
family who meet &1l of the following requirements during the 1974-75 academic

year. ..’ 8 8 5
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1. Will be financially dependent on the applicant, on the applicant’s parents,
or on other persons named in Item 22, (Members of u religivus vrder are normally
not tinaneially dependent on the parents.)

; .! Will be attending an accredited college, hospital program of professional
nursing, 2-year program in a registered private business school, or associate
degree program in a trade or technical school, either in or out of New York State,

3. Will be enrolled in a full-thne program.
~ The ';prucedum for making the appropriate adjustment in Item 23 is given
below. Note especially that separate adjustments must be made to the income
of the parents and to the income of theapplicant.

1. Adjustment to income of parents. Count the total number of full-time
sstudents in the immediate family of your parents. Include yourself, your parents,
and other dependent children of your parents (but not your spouse). Enter the
total number.of such full-time students on line *'j,” in the columns for income
of parents. Divide the amount for parents in line *i” by the number in line *'}.”

2, Adjustment to income of applicant and spouse, If you are the head of a
household, count the number of full-time students in your own household, Include

_yourself, your spouse, and your children (but not your parents or your brothers
~or sisters). Euter the total number of such full-time students on line *§,” in the

~columns for applicant and spouse. Divide the amounts on line “i" for applicant
“and spouse by the number in line *j.”

4d. Residence. You must attach a completed “Certificate of Residence in New
York State” (SFA 14D) is vou:

(1) Have listed an address for yourself in 1tem 1 that is outside New York
State.

{2) Have answered “No” to Jiem 11. ‘

(8) Are unmarried and have listed an address for your parents that is out-
side New York State, (However, if you previously submitted a residence afidavit
in this connection with an application for an earlier year, it will not be neceasary
to submit a new afidavit, Attach an explanatory statement and state in what year
the previous application was made,)

To qualify for a scholar incentive award, you mnust have been a legal resident
of New York State for at lec st 12 months immediately preceding the beginning
of the term for which you are applying for assistance and you must contlnue
to maintain such residence during the period of the award. An applicant for an
undergraduate award who is now a resident, but has not been a resident for
the past year, may qualify if he was & resident during his last two terms of
high school. Similarly, an applicant for a graduate level award who is now a
resident, but has not been a resident for the past year, may qualify if he was
a resident during his last two terms of undergraduate level study and continued
such residence until matriculation in a graduate program.

1t should be noted that permanent, bona fide residence in New York State
i8 required. Residence at a school or college for purpose of study does not in itself
change the student’s legal residence. The legal residence of an unmarried college
student is presumed to be the residence of the parents. If the parents are not
legal residents of New York State, the student will be considered a resident of
New York State only if such claim is supported by specific confirmatory action,
such as registering to vote in New York State. However, married students who
have established a separate residence can generally claim such residence as their
legal residence, unless there bas been specific action indicating intent to establish
or maintain residence elsewhere.

You are not a legal resident of New York State unless you are either a citizen
of the United States or an immigrant to the United States. Foreign visitors
holding student or other nonpermanent visas are not legal residents.

Regents acholarship recipients who establish their legal residence at the ¢{ime
of their award must continue to maintain such residence during the period of
thelir award.

The residence of a person is often a difficnlt question of law, depending on
individual ‘circumstances. If you have any question about your eligibility with
regards to the residence requirement, complete the residence certificate and your
case will be referred to our legal advisors for an opinion,

e. Summer Study, You may apply for payment for summer study if you attend
a regularly organized summer term for which a separate tuition * harge is made.
Schools which have a separate, approved summer term are indicated by a black
dot in the “Suwamer” column on pages 13-16. If the tuition charge for summer
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study is Incinded In the yearly tultlon charge, na I8 the cnse for example in many
nursing schools, no payment can be made for sumuer study.

. Also, to be eligible to recelve assistunce for summer study you must, during
‘the regulir academic yenr, be a full-time student matriculated in an approved
program leading to a degree, diploma, or certificate in a school in New York
State. If you are regulnrly in part-time attendance during the academic year,
or it‘,ynu attend school in New York State during summer only, Tou are not
eligible for puyment for summer study.

Therefore, if you request payment for the summer term but do not request
payment for the following fall term, You must attach & supplementary statement
to your m}p‘l‘icn‘tlon explaining why you belivve you qualify as a reguinr tuli-time-
student. For exanmple, you may have been in full-time attendance during the pre-
Lcedlng ucndemic year, or you may plan to be in full-time attendance the follow-
Ing semester at a New York State college but may not request payment for that
semester for some reason,

In particulur, if you request payment for summer study at the graduate level,
Yyou must demonstrate regular full-time study at the graduate level during either
the preceding or the following acndemic year.

,Appljeaitlon can be made at this time for payment for the 1974 summer term

my'lz.‘v. No retroactive payment can be made for summer stndy before 1974,
. ‘The Jaw permits payment for 1974 summer study bz Is equivalent to either
‘ff‘nll-ﬁme or half-time study during the regular acadenic year. If you complete 12
credits or maore, you may apply for payment for the ecuivalent of n regular semes-
ter. 1f you complete at least 8 credits, but less than 12, you may apply for pay-
ment at a rate of one-half the puyment for a regular semester. (Appropriate con-
;sidar:u‘io;n will be given to equivalent programs at sc'i0ols orgunized on the quar-
er plan,

All credits comp® ted during any one summer eriod must be treated as a
single summer of study, even if intersessions or separate summer messions nre
involved, Also, all summer study must be creditable towards the same degree
n.tr (]‘uplomu; it is not possible to combine undergradunte with graduate icvel
study.

1f you check summer study in Item 13, your ward certifieate will indicate the
summer term in addition to other terms. The max mum entitlement on the award
certificate will apply to the summer tcrm also. However, you should keep in
mind that the maximum entitlement will apply for the summer term only if you
are enrolled for at least 12 credits or the equivalent. If you are enrolled for 6-11
credits, your maximum entitlement will be one-half of that for full-time study.
In addition, your award is subject to adjustment for tuition, as explained In
section 1, par, a.

Because summer study often {nvolves irregular programs and nonuniform
tuition fees, payment for summer study will not be processed in the same man-
ner as payment for other semesters. Your name will be forwarded to your school
at the end of the summner term for certification of credi s taken and tuition
charged. On the basis of such certification, a check wil) be issued in your name
and forwared to the college for delivery to you. Since a reasonable period of time
must be allowed for administrative and auditing procedures in the college and in
the various State agencies involved in disbursement of public funds, issuance
of checks for summer study will begin about the middle of the following fall
semester,

The maximum award for summer study during 1974 will be based on your
combined family net taxable balance of income during the 1873 calendar gear. All
students applying for summer study payment must therefore file &8 1974-75 Htu-
dent Payment Appliention, even if they will not be in attendance for fall or
spring of the 1974-75 academic year.

Payment for any period of summer study will count toward your total allow-

“able period of study, in the same manner as paytent for an equivalent period

during the regular year. You aie not obligated to apply for payment for summer
study If you would prefer to preserve eligibllity for a later term of regular study,
but once payment has been made for summer study such payment shall be flnal.

If you are nndieided about snmmer study, you ure advised to tile your Student
Payment Application prompstly for the regular academie year, without indicating
sumtner study, 8o as not to delay your award certificate for the fall term. You can,
if you wish, amend your applieation at a later date to include summer study.
However, please keep in mind that no application can be accepted or amended
after May 15, 1073 for nny term of the 197475 academic year.
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APPENDIX

. Lisr oF Scuoon Cobry

Instructions. The schoal codes lsted in this seetion are to be used in completing
Rew 3 in yome Student Puyient Application, Be sure to use all four digits of
he vurrect e number, Note 1hat separate code numbers are always designited
for the nndergradnare and grwdoante levels of o college, e addition, In snae
volleges sepasate code mbers are listed for certain units ar branches, such an
business administration of engineering. At 4-yenr undergraduate SENY colleges,
separate code numboers are Jisted for the lower and upper divisions, M CUNY,
separate vode uunhers are listed for tuitiontree students and for tultiou-paying
students, :

Al units of The City University of New York (CUNY), including community
collees, jire disted under “City University,” page 4 Al units of the Sute Uni-
versity of New York (SUNY), including community colleges, are listed under
“Rnte University,” page 16,

1f the name of the sehool you plan to attend is not listed, or you are not sure of
the code number, contaet the appropriate college ofliver,

The terms of attendance approved for puyment for ebch school are indieated
by a dot In the appropriate colump, Puyment ean be requested only for approved
tenos of attendance,

o
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The University of the State of New York
TR SrATE BEnvcatioN DEPARTMENT

Regents Examination und Scholarship Center, 00 Washington Avenue,
Albany, NJY, 11210

LLGINLATIVE UBANGLY IN 1074~ STUDENT GRANT FROGRAMS

(hugertant suppleimentary notice amd instruetlons 1o students)

Tae legislatiie on May 14, 174 approved inereaxed benefits for certain
ellegories of sandenty, tHative wWith the 19773 vollege yeor, Thexe erenstd
Jeediis Wide esablished after the 159255 Student Payment Application had
alteady been printed amd mailed, soad sothey nre ol incloded it the intormationnl
Poonhel prestapand ing that appdication. Nevertheless, the awanl certiffoae that
Wil be malled e yen after approsal of yene applivaizon Will, of course, indleate
The aWATUS 1o Wideh Jou will e enttled vander the progean as revised by the
Jagi~talan ;

You are mivised 1o read enrefmy e information and instroctions in iz
Circ g, Whit h serves as a o sngplsuaeat 1o the 05T Mardent Payment Appdica-
e bunklen, In padti Bia Blease sate that if yonane an nderzedunte student
Wiee liam oot preUionsy Toceived sehadar iaceutive or achularship payient, you
Wi b reprired io suhabe g Rebedule Reguest Furm with your 100473 Student
Payyuent Appiicalad, as eXplained beiow,

A GENTRAL CIANGES APPLICARIR TO ALL BYUDINTS

1. The peuitemetl thal the student pay the first 200 of tuition has been
eiminnted, This clinaage will be ol partienln? beneli! to students gttending conls
nuiaiy collegos or ey instmtons with relaively low tultlon charges, For
exappley if the titlon chiege v ¥800 @ Yoo and your mwaxinam entitivizent is
[nY, denr adiusted paymend will be SO0 fastead of ¥,

o BHEibiiy for talthon arshiahee progrim awards has hoen extemled 10 all
studenix in hespital-bised progratos, elndine such programs is Xesay techiology
and privetienl pussing. CFormerly, students in orpital schools were eligible fup
payment only if enrolled in professivial nursing progeams.) However, it shouid
Twe noted that there hae heen v change 3o the chgibility for Regents scholaeships
or child-ofsveternns nwards, These awavds are still mlitad 1o college progrias ur
to hospital prograuns of professionnl narsing,

3. Student= enrolled 1 nn approved undeegeadaate program of remedial study
(e, TIROP, EOP, SEER) iy reveive ‘1AL awards for a totgd of 5 yoars of
undergeadunte stwdy, 101974375 will be your fifth year of stady In such n pro-
geamn, complete Hem 14 In your Student Payiient Applleation and attach an
explanatory statetent,

B CHANGES RELATING TO EMANCIFATED STATUS

ndergrnduate sidents who have been emnnelpated for at least one year will
tow he clisgd'e (6 apply for exdusion of parental income on the same basix a8
grudunte siudents, The eriterin for etnadeipation are established by the law ns
follows for hoth graduate nnd undergenduate students |
A student shall be considered epmnnieipated i€
(1) during the ealendar year next preceding the tern for which appliea-
ﬂnnl for an award Is made, nnd during the entire perimd of sueh term, sush
student
«li) bhas not resided with parents for more than two consecutive weeks,
and
«11) has not received in any calendiar year finnncinl assistnnee or
support in excess of $H00 from parents: and it
2) during the parents’ taxable year next preceding the term for which
application for an award s made, such student has not been cluimed as a
dependent by either pnrent for purposeof ecither Fedvernl or 8tate income tax,
Veteruns are exempt fram the requlrements of paragraph (1) above fur n
reasonable period following relense from active duty, or until the beginning of
the fall term next following such separation.

l . 93
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, «h‘n.\;urudunte student who whs allowed to exclude parental income prior to the
1074-70 school year may continue to exciude such Income 2o long as such student
-continues to meet the criteria in effect before 1974-35. {‘This provision does not
apply to undergraduate students.)
11 vou belleve that you are eligible for excluslon of parental income, you should
- complete Jtem 20 on the Stadent Payment Application, Please be sure to answer
part 4, even if you are a graduate student, since the answer to that question is
‘now necessary in order to determine the eligibility of all students, graduate as
well as undergradunte.
af you answer “yes" to question b or ¢, or if you answer *no"” to question "a",
you must attach to your application a completed copy of “Request for Exclysion
of Parental Income” (BFA J4C). To expedite the processing of your award, it in
recommended that you also report parental income in Item 23, Bhould it be
detersnined, afrer review of your application, that you do in fact meet the legal
tequirements, parental income will then be excluded in determining the amount
of your award. ; ;
1f you have alrendy submitted your 1974-75 Student Payment Application, and
a copy of SFA 14C should have beeh nttached, the application will be returned
to you with appropriate instructions,

€. CHANGES BELATIVE TO THE TUITION ASSISTANCE PROGRAM (TAP)

The zeneral program for financinl nssistance to students will now be known as
the Tuition Assistance Program (TAP), rather than as the scholar incentlve
program. BEHgibility reguirements for TAP will remain exictly the same us those
Pated on page 2 of the 1974-75 student Payment Applention booklet (with the
exception that a}) stadents in hospital-bused programs are now eligible). However,
there will be changes in payment schedules for vertain categories of students, us
described below under “Schedules of Payments.”

Schedule of P'nyments

There will be three different »-hedules of TAP payments in effect during the
1074-15 school yenr. The particular schedule under which yon will he paid winl
depend on your level of study,

Schedule A, —Graduate and Profcssional Ntudcnta

schedule A applies to students in graduute level progriams who have already
received o college degree, and also to students enrolled In professional schools
(nw, medicine, dentlstrs, vetepinary medicine, podiatry).

The scale of pnyments bs exactly the same as that presented on page 2 of the
Student Payment Application. The income adjustient for other persons in the
family in full-time study nlso remalns the same, as desceribed on page 11

SOHEDULR B.—All Undergraduatc students, Broept Recent High School
Graduates

Schedule B applies to those undergraduate students who either (a) graduated
from high school before January 1, 1974, or (b) enrolled before July 1, 1974,
whether as full-time or purt-time students, in any college program, hospital school
programn, degree program in a trade or technical school, or 2-year programn in
a private business school..

Under Schedule B, the maximum annual award will be $600 if the net taxable
Lalance (NTB) for 1973 wus $2,000 or Jess, 1f the NTU exceeded $2,000, the maxi-
mum award will be reduced by $1 for every $16 of NTB over $2,000, However, If
the NTB was $20,000 or less, the minimum annual award will be $100, The
following table indicates the range of TAP awards for corresponding ranges of
income. For specific incomes between the Jmits of each range, the exact award can
be found by interpolating according to the formula above,

Range of net taxable balance: lllt‘mg.:gl:‘
2,000 or less .._ ———— ———— : $600

2,001 to 5,000 ... - 5980 — 400

5,001 to 8,000 .. - 390 — 200

8,001 to 9,500. . - 109 .— 100

9,501 to 20,000 - 100
20,001 or more..... mem—————— 0

en
1 0%
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The actual awnrd may not exceed the cost of tution ~(:exclu\dmg fees), For
example, if your maximum entitlement based on income s $570 o year, but you
attend a college with a tuition charge of $500 a4 year, your ‘pa‘yment will be ad-
justed to $000 & year, ; ;

! 1f more than one person in the family will be attendiug college, the NTB will
be divided by the number of such persons, as explained on page 11 of the Student
Pryment Application booklet.

SCHEDULRE C.—Recent High School Graduates

Schedule C applies to students who neither graduated from high school before
January 1, 19 : nor began post-secondary study before July 1, 1974.

Under Behedule C, if the net taxable balance (NTB) is $2,000 or leas, the
maximum annugl award will be either $1500 or the cost of tuition, whichever
figure I8 lower. If the NTB exceeds $2,000, the maximum award above will be
reduced by the following schedule:

New York Ntate net taxable balance : Reducrdon from Maximum Award

£2,000 or less ——— — e e $600

2,001 — 5000, ceecamanan 8% of the excess over $2,000

5,001 = 8000, cumcerme e $180 plus 7% of the excess over $3,000

8001 == 13,000 e e X390 plus 8% of the excess over $8,(00

11,001 — 34,000 e e eeemeem £030 plus 129 of the excess over $14,000

14,001 ~— 17,000.aucccnnanrvmn=me= $C30 plus 107% of the excess over §11,000

17,001 — 20,000 e e e e e = $1,200 plus 149% of the excess over $17,000
20,009 0F MOPe— e oo ———— - No award given

For example, if your family NTB is §8,000 and you attend a college with an
annual tuition charge of $1500 or more, your adjusted award will be $1,110 (that
s $1,500 less $390), whereas if you attend a college with an annual tuition charge
of $650, your adjusted award will be $260 (that is, §850 less $3W0).

Under Schedule C, If more thun one person in the family will be attending a
college or other approved ¥chovl, the net taxable halance is reduced by $3,000 for
the second person in attendance, and by $2,000 for each additional person. (If
you are eligible and apply for payment under Schedule C, follow the instructions
for Item 21 on the Student Payment Application and list the names of other per-
suns in approved attendance. However, in Item 23, make the appropriate income
adjustment by subtracting the amounts indicated above, Do not divide the NTB
by the number of persons in attendance, as such division is permitted by law
only under Schedules A and B,)

Schedule Request Form

Attached to this circular is a form entitled “Schedule Request form.” ANl under-
graduate students who are applying for assistance for the first time during the
1974-75 college year are required to complete and to submit a Schedule Request
Form, in order to establish the particular schedule under which they will re-
celve payment. (Undergraduate students who previously received scholar in-
centive assistance during any year prior to 1074-75 will automatically receive
payment under Schedule B, and all graduate students will automatically receive
payment under Schedule A,)

If you have not previously received scholar incentive assistance, and youn
have not yet submitted your 1974-75 Student Payment Application, you should

" complete the Schedule Mequest Form and attach it to your application. If you

neglect to attach the Schedule Request Form, it will be necessary to return your
apl;)llctahtlon to yotg.

n the event that you have already submitted the 1974-75 Student
Application to this ofice without the Schedule Request Form nmche?'{omg:
Spplication, you may expect that your application will be returned to you within
the next few weeks. When you receive the application, attach the Schedule Re-
quest For‘m and resubmit the application. Please do not forward the Schedule
Request Form separately, as it must be reviewed together with your application,

If you are eligible for TAP payment under Schedule C and you elect payment
under Schedule C, your award certificate will indicate “Sched, C."
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Save-Harmless Option Under Schedule C

If you are a recent high svhool gradunte and you yualify Tor payment umder
Rehedule G it will generally be to your advantage to request piyment umler
This schedule, since it nrovides for a higher maximum payment ol up to $1.000
n year. However, in cerinin speelnl vases n student may be eligible to receive n
higher ndjusted awaid under Rehiedule 33 than under Schedule €. The law there-
Yore provides that recent high school xraduntes, it they wish, may exercise an
option to recelve benetits under Sehedule I3 instead of Schedule O o

The following examples will ilustrate special viremnstanees whore it will be
1o your pdvaniage to exerelse this option:: , :

1. 1f more thah one person in the family ‘will be in attendanee in an approved
program, the Schedule B procedure of dividing the N'TB by the number of such
persons may result.in a lower adjusted NT'B than will result from the Schedule
¢ provedure of subtracting the specitied amount from the NTB. For example,
suppose that your family NTB before adjustment is $3,000, and that there are 2
children in college, Dividing $R000 by £ will give an adjusted NTB of 34,000,
wherens deducting $3,000 from $8,000 will give an adjusted NTR of 85,000, «Of
course, 1o determing whether the actond award would be greater under Schedule
B or Rehedule G, it will be necessary to compute cach award sepirately,)

2, If you are attending a relatively low-tuition schaol (3600 or less), and your
family NTB is hetween 88,750 and $9.500, it may he to your advantage to choose
Nehedule B, For example, suppose that your adjnsted family NTB is 5,000 and
that yun are attending & community college with a tuition charge of $370. Under
Rehednle B, your adjusted award would be'$133 (or 3600 Jess $467), Under
sehedule € your adjusted award wonld be $100 (or §570 less $470).

It is strongly recommended, therefore, that you compute your relative awnrds
ander both Nehedule B and Schedule €, and that you exercise the option for
Nchedule B if that would be to ycur advantage.

It should be notxi that, for some students, the family net taxable balance
approprinte for the fall xemester may differ from that for the spring semester,
ax when the number of children in college changex during the year, or as a result
of marriage, divorce, or death of parent. Similarly, your transfer to another col-
lege in the spring semester may result in a change in the tuition charge., Under
stich eireumstances, it may be to your advantage to exercise the option for Sched-
ule B for one semester but not ior the other semester, In that case, yon should
attach an explanatory statement to the Schedule Request Form.,

. Under the law, the fact that you exercise the save-harmless option during
193475, or that you choouse not to exercize that option during 1974-75, will
not necessarily limit your freedom subsequently to exercise such options ns the
Jnw may extablish for later years.

P, INFORMATION FOR SECHOLARSHIP HOLDERS

The law providen that i% the holder of a Regents college scholarship or a
Regoents nursing scholarship receives TAP assistance during 1974-735 under Sched-
wle C. then the scholarship payment for that year shall be limited to a flat award
of 2230, Except for this one limitation, any holder of any Regents scholarship
will be eligible to receive geholarship payment during 1974-75 in accordance with
the snme schedulex that were in effect bofore 1974~70. as deseribed in the informa-
tional materials that were sent to scholarship recipients at the time the scholar-
shin award was made, ,

For example, if you are a Regenta college scholarship holder and you are en-
titled to a TAP award of £600 for 197476 under Schedule B, you may also receive
a scholarship award of up to £1.000 a year, for a total of $1,600 a year, provided
that vour college tuition is at lenst that amount. On the other hand, if you receive
A 1974-75 TAP awnrd of $1,500 under Schedule O. your scholarship will be limited
10 3250, for / total of $1.750, if your tuition charge is at least that amount.

Students who hold Regents scholarships effective with the 1978-74 or an earlier
‘year will automatically be assigned TAP Schedule B, if they meet the income and
tuition requirements for TAP. Students who hold Regents scholarships effective
with the 1074-75 college year must submit the Schedule Request Form, as
explained ahove.

In general, it will be to the advantage of new scholarship holders eligible for
TAP payment under Schedule C to request such payment. Although the scholar-
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Ahip payment will therehy be limited to $250 a year, the combined total of TAP
and lm'hulurshlp paymenty will in most eases be lurger thun would otherwise be
recelved

Huowever, in certain apeelal cases, the student may recelve o larger combined
weholishbip nnd AP payment if the option is exercised not to receive payment
undey Selweauly G Une example would be where there §s more than one prerson
in your family attending college, and Rehedule B would result in o lower adjurted
income than Rebedule C would give, Similarly, Schedule I3 might be to your ad-
vintuge it you attend a low-tuition college (e.g. tultion of $300 or less a year)
und your adjusted fumily net taxable bulanee is between $7.000 and $9.500. For
exumple, suppose that as the holder of a Regents college scholarship, your wuition
eharge is 3650 1 year ond the net taxable balance is ¥5,000, By reference to the
payment schedules above, you will find that if you cleet Schedule B then your
TAL ward will be $200 and you wouta receive a scholarship award of $380,
for o total of §350, If you eleet Sehedule €, your TAPR award would be $200,
but your scholarship award would be limited to %230, for a total of $310.

I you are a new *rholarship holder eligible for & TAP unward under Schedule C,
therefure, you showid take into consideration the award you will receive under
the scholarship progrio as well as the TALR award. When you complete the Sched-
ule Request Form, you should request Schedule € only §f that option will result
in a higher combined award to you,
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* The Univenity of the State of New York
THE STATE EDUCATION DEPARTMENT
Regents Examination and Scholarship Center
99 Washington Avenve
Albany, New York 12210

SCHEDULE REQUEST FORM

Instructions: This form is to be completed by all undergraduate students
submitting a 1974-75 Student Payment Application who have not received pay-
ment for any previous year. (Other persons will be assigned to an appropriate
payment schedule based on prior payment record.) The Schedule Request Form
must be attached to the 1974-75 Student Payment Application.

1. Under which schedul: do you request a TAP award for 1974-75?
T Schedule B
3 Schedule C

) Not cligible for TAP
(Scholarship holder with NTB over $20,000 or tuiticn below $200

a year)
2. a. Did you graduate from high school before January 1, 1974?
M Yes 1 No
b. Did you before July I, 1974 begin study, cither full-time or part-time, in

any college program, hospital school program, degree program in a trade
or technical school, or 2-year program in a private business school?

O Yes T No
If you answer ** yes " 1o either part a or part b of Question 2, you would

not generally be eligible for Schedule C. If you believe that there are
apecial circumstances, attach an explanatory statement.

Print Name:

Signature:

Scholarship or * SI " Identification No:
(if known)

Date:
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STATEMENT OF ROBERT M. PICKETT, LEGISLATIVE DIRECTOR,
NATIONAL STUDENT LOBBY

Mr. Prexerr. Mr. Chairman. I would like to thank you for this
opportunity to testify on the Basic Educational Opportunity Grant
expected family contribution schedule for the 1973-1976 academic

rent.
I}LIb lz);m Robert Pickett, legislative director of the National Student

obby.
Duiing the period 1971-1972, the National Student Lobby focused
on the authorization of the BEOG Program as the cornerstone of the
Federal Government’s role in the eventual development of full and
legally enforceable “entitlement™ rights to access to post-secondary
ctfucation for each person in this country. If funding for this program
continues to increase, it will become that cornerstone.

While-there nre many aspects of the BEOG Expected Family Con-
tribution Schedule which ave worthy of comment and have been the
object of much discussion m the last two approval cycles, we shall
restrict our comments to three main issues: the definition of inde-
pendent students; treatment of assets: and provisions for the use of
current year data for computing eligibility, _

Before procecding, n general comment about the BEQG Family
Contribution Schedule is 1n order.

As has been pointed out on numerous occasions during the short
life of the BEOG nrogram, the overall effect of the family contribution
schedules adopted by the U.S. Office of Education has been to severe-
ly—perhaps unreasonably—restrict access to the program for many
lower middle-income families.

Data for the first year indicated that the overwhelming bulk of
BEOG recipients came from families with yearly incomes below
$11,500. The existing regulations eliminate access for students from
families with $11,0()g to $15,000 annual incomes and severely restrict
it {or students from families in the $9,000 to $11,000 rapge. =,

Students from these groups can in many eases show demonstrable
need in large amounts; however the expected family contributions are
set at a level which excludes them from eligibility.

These expected family contributions are excessively high and often
quite unreasonable to expect from familics hit hard by double-digit
nflation. The net effect is to turn the family contribution schedule
into a rationing device for limited funds, rather than to serve as a
true measure of the resources available to a student to meet his first
$1,400 of postsecondary educational expenses,

1. DEFINITION OF INDEPENDENT STUDENT SECTION 1900.42(A)

While the National Student Lobby, along with the rest of the post-
secondary community, is still wrestling with the appropriate way to
deal with the guestion of how independent students should be treated
with respect to financial aid, we would like to suggest several possible
modifications in the definition of the independent student.

We recognize the potential problems that could be caunsed in a
financial aid system characterized by extremely limited resources

—
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versus the potentinl qemand for sueh funds. These suggestions, how-
ever, uttempt to move the current system in the dircetion of a more
rational system that rerognizes the reality of the world facing students,

We belleve that the restriction to an applicant’s tax relationship
with his/her parents in the ealendnr year prior to academnic year
in which aid is requested should allow an applicant, who has ex-
perienced a substantial change in circumstance, the option to use his
current year situation.

The current :cgnlntion is of dubious constitutionality, and several
annlagous cases dealing with eligibility for food stamps have con-
cluded that “tax dependency is one calendar year as a busis for deter-
mining an individual's need in the following year has no rational
connection,” ‘

standards of fairness and d-e process require that an individual
be allowed an opportunity to present current evidence that his situa-
tion has changed and that present need exists,

The National Student {’,obby believes that consideration should be
given to raising the maximum financial assistance that a parent can
grive an independent student to $1,200 (including both cash and in kind
contributions). The $1,200 figure is selected because it is approximate-
Iv one-half of the total expenses of a resident student at a 4-year

Juble institution, This figure should also contain an adjustment for

inflation. This maximum financial assistance level should also contain

an inflation adjustor. ~

(Q'l‘]w) maximum cash contribution could be two-thirds of that figure
&RO0).,

The 2-week limitation on residing in the parent’s home should be
dropped altogether—this restriction is completely unenforceable.

One possible approach would be to consider each month spent in the
pavents’ home as the equivalent of & $50 in kind contribution. This ap-
proach would encourage students to save the room and board they
would have to pay if they were forced out of their parents’ home to
retain independent status.

We believe that this treatment of the independent student might
bring regulaitons more in line with reality, encourage parents to assist
independent students up to some maximum figure, and provide the
self-supporting student with greater access to the program.

1. TREATMENT OF ASSETS

~ '

We would like to register our objection to the unreasonable re-
quirements for_contributions from assets. The proposed $8,500 asset
reserve of the Office of Education is totally inadequate since the pro-
posed increase of $1.000 does not even keep pace with inflation since
the first schedule, The asset reserve should be raised to $15,000 with
annual inereases tied to the cost-of-living increases,

The asset reserve is one of the most restrictive aspects of the family
contribution schedule, particularly with regard to lower middel-in-
come families with almost any amount of home equity. It is generally
a nonliguid asset and is particularly so during times characterized
by 10- to 12-percent interest rates, The supply of mortgage money
is so short that it makes liquidity of home equity into a distani dream.

co 100
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ML PROVINIGNS PUR USE 91 CURRENT YEAR DATA

The National Student Lobby believes that provisions should be stnd-
jod 1o allow the use of current Year income nnd tax dependencey in de-
1er niningr basie greant eligibility,

The due provess elanse of the Tth amendment reguirves that the
Government aet on an individnalized basis, with general propositions
*erving only as rebutiable presumptions o other burden-shifting de-
viees, We believe that the use of o person’s previous year situation
shonld be a veburtable propusition,

AN individaals and familios ean experience n change in their income
situations, and in such instanees should be allowed to use estimated
vurrent ncome  (by aflidavit) to determine eurrent year eligibility,
The Department o Agriculture has tuken recognition of this impor-
nt prineiple in deafting its proposed regnlations dealing with elipi-
bility of college students for foad stamps—current year income is used
to determine eligihility,

The Ollice of Edueation has proposed “permitting all independent
applicants who were not students in the base vear and who were em-
ployed ona full-time basis, to tile a basie grant application using esti-
mated enrrent vear mcome data,”

We believe that this proposal should he broadened to allow all inde-
pendent students who have experienced a substantial income change
over the base vear (including those who were emploved part-time and
were part-fime stadents in the base vear) to file a basic Zrant applica-
tion using estimated enrrent year income data,

Eack of our suggrested alternatives should be earefully examined and
a vost anmtlysis model should he developed to assess the impact of each
proposal on the following factors: number of eligible students, size
of llhl' family contribution, number of grant recipients, average grant
size.and number of independent students,

This information must be brought to light before any major revi-
sions are made in the family contribntion schedale, and only then can
the various problems of equity b denlt with.

Mr. Chairman, T wonld Like to thank you again for allowing me
this opportunity to speak before your subcommittee, and I would wel-
come any questions,

My, Buagar, Thank you very much, Mr. Pickett, for a concise and
detailed statement,

On the treatment of assets. Dr. Tollander testified that, as an alter-
native proposition, the net taxable income might be a superior up-
proach,

What is vour reaction to that?

Mr, Piekerr, My reaction to Mr. ITollander’s suggestion wounld be
that T think an extensive investization should be done of it but before
vou should jump into something like that one should consider the
redistributional effects.

We are not just talking about one problem of equity. There are nu-
merous problems of equity.

For example, if you do completely eliminate the contributions from
assets and by doing that bring more eligible students into the program,
the limited amount of funds for any given acandemic year would have

B 10d
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to be spread over more individuals und therefore the average size of
the yrant would have to be veduved,

In a case like that, if the reduction is relatively small, perhaps $30-
to $75, it might be an eguitable move, N

However, if it comes out that the reduction of the grant would be
$200 to $300, I think that the move should be weighed ngainst the im-
pact it would have on nccess for those indi \?idll&l;ﬁxs whose grant size
would be veduced by that amount.

Mu. Brager. The upposite course would be to provide more funds?

Mr, Pickerr, Yes; the optimum wounld be to attain the full funding
Jevel so that we don’t have the shortuge of funds. ,

My, Bragot. In connection with the independent student, it is recog-
nized there are some ineguities development,

Dr. Hollander suggested an appeals process for the independent
student,

. 'The comments you make in your stutement lend credence to his ;
tion, suggests an individual approach, a veview of each ease to a... «
for some adjustment for the current year income,

Mr. Pickgrr, Yes,

Myr. Buagar. What is vour reaction to the appeals process ?

1 have read your other suggestions.
~ Mr. Pickerr. I think some forms of appeais process, whether it is
in the form of some type of hearings or perhaps the possibility to sub-
mxt.]a supplemental application. is imperative at some point down the
road,

My, Biacar. Let us go back a little bit on the consequences of a net
tuxable income with the possibility of reduction of the amount of
grant.

Is it your position that we ought not reduce the grant but limit it to-
the numbers now eligible. or would you reduce the grant and broaden
the number of people eligible for it ¢

Mr. Pickerr. Here agnin I would have to fall back on what I car.
lier said.

The optimum position would be to have full funding for the basic
grant program, 50, what was being talked about back in 1972, a maxi-
mum grant of $1,400 and an avernge grant size of, say. $800 to $900,
becomes a reality. We don’t want to experience a whittling down of
the program and the expectations of it,

Mr. Biagar, Thank you very much, Mr. Pickett, for your contribu-
tion,

My. Fisher.

STATEMENT OF MARK MILES FISHER 1V, EXECUTIVE SECRETARY,
NATIONAL ASSOCIATION FOR EQUAL OPPORTUNITY IN HIGHER
EDUCATION

Mr. Fisugr. Mr. Chairman and members of the Special Subcom-
mittee on Education:

I am Miles Mark Fisher 1V, executive secretary of the National
Association for Equal Opportunity in Higher Education. The asso-
ciation expresses its gratitude for the opportunity to present testimony
before this subcommittee.
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The Nationu! Association for Equal Opportunity in Higher Educa-
?t\i'ou‘ represents the historically black colleges and universities of our
aton,

There are 107 institutions located in 15 Southern States, four North-
ern States, and the District of Columbia, enrolling more than 180,000
students, "These institutions graduate more than 30,000 students an-
nundly with bucenlaurcate, graduate und professional degrees, These
institutions have made and are making a significant contribution to
higher education and the American Nation, o _

n keeping with the need of most institutions of higher sducation to
have avalable the necessary financial resources for their students, stu-
dent financial assistance is the No. 1 priority. , ,

An approach to student financial assistance that inclndes the supple-
mental eduentionnl opportunity grant program, the college work study
program, the direct student loan program, the basic edueational oppor-
tunity grants program, and the gnaranteed student loans will be neces-
sury for the foreseeable future to bring to fruition the education hopes
of thousands of students of this Nation.

Therefore, 1t is important that the basic educational opportunity
grants program family contribution schedule be given consideration
for the impact that it hus and will have on what happens in the lives of
thousands of college eligible students,

The fumily contribution schedule for the basic educational oppor-
tanity grants program shonld be further amended for academic year
1975-%6 if this program is to be equitable for those who qualify for
participation. ,

In keeping with the modified proposals that Commissioner Bell has
submittus to this committee on the BEOG family contribution sched-
ule. 1 will direct the major portion of my remarks.

Proposal 1 secks to increase the asset reserve from $7,500 to $8,500.
This does several things, namely: _

1. Enlarges the pool of eligibles and broadens the base of participa-
ton in the program.

2. Raises the definitional problem of equity and debts against the
(xisiwtsé Are these real debts/immediate debts or are they deferred
leDts

Proposal 2 pertains to the consideration given to the effective income
of students, -

The fact that the previous modifications did alleviate problems for
socin] security recipients from the lowest income families, this treat-
ment still results in problems with regard to inequities for other
recipients of social security benefits, '

The proposal that the “eflective income of the student” be made
equivalent dollar for dollar with other family income and assessed at
the same marginal rete bears some thought. The treatment of veterans
benefits shoulﬁ be given special study.

Proposal 3 on adjusting the basis of the family size offsets currently
in use by the Consumer Price Index for 1974 is not clear as stated.

Proposal 4 addresses the issue of the independent student who was
employed in the base year but who lost his employment in order to
pursue postsecondary education, In order to deal with this problem,
1t is proposed that all independent applicants, who were not students

v}
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in the base vear and who were vmployed on n full-time basix, he por-
mitted to e o basic grant applention nsing estimatd eurrent year
Income duta,

Thiz proposal should be further expanded to inelude the unem-
dlaved, those who were employed an a hnlf-time o part-time baxis to
{n'ina: vquity to this provision, o ,

There should also be miven consideration to the impact of inflation
and unemplovment upon the economy, The low-ineomne Tamilies bear
nhisproportionate neden of the unemplovient, ‘

The Nicher Pdueation Daily of October 1, 1971 hegan its headline
as follows: Studeuts to got Tess BOG nid pext year by veporting to the
testimany of the TS Ofiee of Bdueation Commissioner bill,

The rensons given were as follows;

1. That approprintions for the pragram fov srants in aeademie vear
1OTH 76, fisend venr 1975, ave likely 1o he insutlicient to cover the greater
number of students who will be eligible,

2 The nunder of postsecondary schools whase students ave eligible
for hasie rrants has one from nbout 44300 at the beginning of 1973-T4
1o 3500 this vear,

3. Reformsx in the fimily eontribution schedule this vear and pro-
posed reform for next venr will make more stndents eligible for grants,

4. Tmprovements in the distribniions of application materials have
drawn more stadents into the Program.

Adding on o thind vear of firstovear students as well ag the expan.
gon of the peol within epeh of the 3 years will impact the distribution
of funde within thiz program,

Thix being the ense, Congress must ; _

1. Take a very close look at the proposed family contribution
schedule,

2. Recowrnize that this inerease in the pool of cligibler which in turn
deereases the size of the grants for partieipating students necessitntes
a larger amount of funds being put in the college based prowrams in
order to provide the difference hetween up to 1.400 or half of the cost
whichever is leas and also provide the other half necessary for students
to participate in the postgecondary experience,

3. Reconsider the relative future of the noneollege hased loan pro-
arams as problematic with the economice erises of radav,

4, Look nt what is happening here ax it relates to the independent
groups such as college hoards who have alveady announced a substan.
tin] cut in the parental contribution sehedules for the next academiv
year,

This means that the student 2id will be in moch shorter supply due
to the cuthacl in what will be required of parents to send their kids to
collego, '

h Consider the notentinl situation arising where stndents will he
standing at the door of institutions with underfunded BEOG grants
but lack the other funds to metriculate. What will this mean for the
cconomie health of our inatitutions? What will thia mean for the pri-
vate seetor? Whe will make up the difference in student assistanee ?

6. Give priovity consideration in the institutionnl based programs
to those students from families with little or no discretionary income
and little or no asset reserves,
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The BEOG may, in fact, inerease the tendeney of lower ineome
stisdents to enroll at lower cost insttutions becanse the amount of -
awet weed Top additional ald requived is lower at these institutions and
it wonld e redueed at n faster mte than at higher cost institutions,

Low nvome stidents, who we envolled in dirproportionate nume-
Lo wt Iow cost institutions may find that low cost institutions T
came their only eduentional aliermatives under BROG, Their aeeess
1o Jower cost institytions may e inereasid by the BROG ot their
choice of aducation swonr all Distitutions way remuin as restricted
fs now,

I wonld like to conclnde by reading from the last page which i an
exeerpt from e progeess report on the national debate abont linaneing
postreconsdary eduention, Ten Bazie Issues, Which was prepared for
pacentation at the Nwetican Political Relvnee Association eeting
I Chieamoon Ausnst 30, 1074, by Dr, Carel Van Alstyne, chief ceono.
mi toand pebiey analyat tor the Ameriean Couneil on Fdueatinn, In
this stalerient, sue guotes some renarks that T made, and 1 think that
these peaark- sy something which is Sgmificant to the deliberations
that we are abaut:

Yoy may recently have read editorinls in the newspapers or seen telovision
progeama dexeribing the plight of 1the middie-income student @

I pornted ot that, while lowsdncowse studentis receive fnaneinl aasistanee
amd while upper-inesme students enn st rely on theie parents for finuneial
hedp, middiedrvome students are ot getting afd frem elther souree and thus nie
Ll mgquieere st ont of hisher eduention,

Bowever, un Miler Fixher, Bxcentive Director of the Natlonnl Asgocbition for
Foqual Qppartunity in Fdueation, remorked recently, we characterbaicnlly nse
the term aevess tn tve difforent wave, depending on whether wo ppply it D Lavs
incatne o to middie-ineome students, Middle-ineome stadents do have acee « to
1Iw-caat Enstitations hut geperally not 1o bighecost ingtitutions; we interpret this
Lo Bend that they are boedigr “denled necess®,

In contrast, though low-income students wha receive financial aid ave in the
ratie sltuntion that Ik, they have access to low-cost institutions but not ta hich.
voxt anerd, we do nat regard this as denjal of necess,

We huve made a hidden value judgment that aceess to low-cont jnntitutions ix
suilelent *neecerys’ for low-ineone students but not for widdle-ineame students, who
bBove g right™ (80 we Judde)  the “hest"—that Is, est expensive-—education,

Mr, Bisear, Who said that £

Me. Fisinen, This is a quate T made that was recorded in a paper by
P, Van Alstvne, 1 thought the phrascology war guite apt for presen-
tation nt this time,

Mr. Bracat. That is al) vight but 1 am a little confused.

There is romething radically wrong with the statement, or mayhe I
don't understand it,

Are vou offering it in sarcastie fashion—not to us—Dbut are you try-
ing toxpy we are dealing with double standards ¢

Mr, Fisgrr. Basieally, that is what it is. 1t is not sareasm,

Mr. Braaern You lost e there for a while, To mie. it xent up a flare,
double standards, and I don't agree with double standards. I just could
not understand the statement that was being said.

Mre, Fusner. T was really trying to assess what appears to me to he
the situation that we are in today wherein you have quite a bit made
over this whole netion : the community college and the low-cost institu-
tions ure in many instances available to most people; many middle-
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income people can uiford to send their kids there. Much of the com-
,}J)lufung is that they would rather send them to Harvard, Yale, or

u ’eﬁ

Consequently, they don’t have that kind of money, you talk about
¥a,00 o year, whereus you can :go to a nearby commumty or junior

or maybe $1,000, An average middle-
income person can put that on o Master Charge account, They give you
a cash advance an-d you can send your kid there if you really want to
do it and put it out on time. , o

Mr. Biagor, The sune condition confronts the veterans today, too.
They nre Jocked in economically.

Mr. Fisngr, Yes, .

~ 1 would like to thank you for the opportunity to speak to you at this
time,

Mr. Biacor, Thank you for your contribution,

1 am aware of exactly what this does,

1 don’t approve of double standards. As a matter of fact, I reject it,
rejeet it most vigorously, That is one of the reasons why we are trying
to obtain more money in the Congress.

The question of assets, of course, is the critical one heve,

1 observed you sitting there when Dr. Hollander was talking, sug-
gesting again u net taxable income as a basis rather than assets.

What is your reaction to that{ - ,

, Mr, Fusner. 1 think 1 would have to do a little more thinking about
that.

One of the notions that has struck me is that the more assets you
protect, the less there will be in the pool for those who probubly have
nothing to i)rotcct. That also raises the question about what is going to
ultimately happen to the future direction of the program if at every
seemingly step along the way it broadens its base and includes more
students and these students are not funded adequately, what will you
really have and will this program really make the impact that it was
originally hoped that 1t would make upon the postsecondary
community §

Mr. Biacor, What you are talking about is more money, then ¢

Mr. Fisuer. Right. _

It is that, plus some other kinds of .thmgs, too.

When you look ut the family contribution schedule, the question
comes to my mind in the family offset this is given in equitable fash-
ion to both the low income with assets and the low income withvut as-
sets. But then you come back on the other hand and in that family
offset you include some allowances ior shelter and clothing and sl that
and then fyou come back around and you take and protect the “hcme
equity” of the student and, in a sense, give a double protection of the
cost of shelter for these particular people. You don’t make allowances
for the people who rent.

I wonder: Is that an inequity, whether some rentership has some
concessionals in terms of a cost 1f you are going to be concerned about
the cost of how someone lives, is the fact that someone pays rent of
significance to be considered as a cost in this whole equation{

{r. Biacar. The purpose is to recognize that there are many people
who don’t come within the low income but are just outside of it and
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they just can’t afford *he kind of education as those who would other-
wise qualify under BEOG. ‘ ‘

The purpose of the legislation is to bring more people in. If that
is 50, obviously the more money we provide by the Government——

Mr. Fisuxr. The other factor is that when you broaden this base you
have broadened it but you don’t comne up to the $1,400 or half cost.
You have to make up 1n other kinds of programs the deficit to bring it
up to the level in addition to complete the distribution of resources
so that the people can really have an opportunity to get through.

I think that we may find ourselves caught up with inflation, un~m-
ployment and inability of families to pay, a‘ng we are going to give
the people just enough to get them in trouble. They get in there and
they will ﬁo a year and a half and drop out. There will be no way that
some of the schools in trying to spread the resources around to get
as many bodies on campus that they will be able to really adequately
support students so that they can move through and have a reasonable
assurance that if they can cut it in terms of the academics that they
can ut least come out on the other end.

Mr. Biaga1. Thank you, Mr. Fisher.

I think at this point we will, in light of those bells which are all-
demanding, «10se the hearings for the 1975-1976 BEOG family con-
tribution schedule.

I hope the members of the staff and the subcommittee and Commis-
sioner Bell and his staff will very quickly work out what seems to be
a very novrow area of disagreement and we can shortly move to a third
year of this program. ,
ChT}}e subcommittee will now stand adjourned subject to the call of the

air.

[Whereupon, at 12:05 p.m., the subcommittee adjourned subject to
the call of the Chair.] :

[Subsequently the following correspondence was exchanged be-
tween the Commissioner and the Chairman ]

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE,
OFFICE OF EpUCATION,
Washkington, D.O., October 8, 1974.
Hon. Jaymes G. O'HaRA,
Chairman, Bpecial Swmbeommittee on Education, Committec on Education and
Labor, House of Representatives, Washington, D.C,

Dear Mr. O'Hara: We appreciated the opportunity to appear before your sub-
committee on September 80 to present our proposed changes on the Family Con-
tribution Schedules for the Basie Grant Program.

As a result of further discussions, we are proposing an additional modifica-
tion in the treatment of assets. As you know, our original proposal contained an
increase In the amount to be subtracted from net assets of $1,000, raising the
asget reserve to 88,500, We are now recommending that this asset reserve be
further increased to a level of $10.000. .

We hope that this proposed change will meet the concerns which have been
expressed concerning the treatment of assets in the Basic Grant Family Con-
tribution Schedules and will permit an early resolution of these Schedules for the
1975-76 academic year. We would be pleased to-discuss this with you at your
convenience.

Sincerely,
T. H. BELL,
. oa . U.8. Commissioncr of Education.
t " :
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TMPAUT OF ALTERN ATV ASET BLNFRVE OFPSETR ON STUDLENTS AND AWakd LLEVELS
Assunies Appropeiition v $8id nillion)
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Estimated Costs Assuming Asset Reserve of $8,500 plus $12,000
for Farmers, Business, and Home Owners

It is diffivult to make precise cost estimates assuming different axset offsets
for varieus types of asset equities, However, the proposed offset of $20,500 for
Lriness and home owners substantially execeeds the average reported nsset equity
for such applicants, For example, the hame equity for all qualifying and non-
qualifying applicants is $12-424. Further, of all applicants who reported any
khind of asset equity, home owners constitute nearly 85 percent. With the excep-
tion of farm owners, the majority of applleants with other types of aseets would,
in most casex, be exempt«d from contribution of assets by the proposed asset
yeserves, As such, the general effect of the proposed changes would substan-
tinlly reduce expectation from assets over current treatment. Previons cost esti-
mintes {ndicate that, at full funding, the program costs wounld increixe hy $600
million if expectations from tssets were eliminated. Given the fact that the
majority of applicants would not be expected to contribute from assets inder the
proposed asset offsets, it ix estimated that the total program cost at full funding
would be increased by about $500 million under the $8.500-$12,000 asset reserve.

It should be further noted that the $650 million funding level, the average
award would be reduced to $309 if expectations from assets were eliminated. This
compares to a $780 nverage award assuming an asset offset of $8,5600, If a reason-
able allowance ix made for some contribution from assets vwnder the $8.500-
$12.000 offsct proposal, it is esiimated that the average award would be about
$430.

Hon., T. H. BrLL,
Commissioner of Education, Department of Health, Education, and Welfare,
Washington, D.C, '
Deag CoMMIBsIONER BELL: This Is in response to your letter of October 8, in
which you indicate your willingness to medify the proposed BEOG family con-
tribution schedule for 1975-76, as svbmitted to the Congress on September 25th,
by increasing the assets reserve to $10,000, in lieu of the $8,500 figure originally
proposed.
We have polled the members of the Subcommitteg, and consulted with Chair-
man Perkins and Mx:. Quie, the ranking minority member, and find that a sub-

OcroBer 8, 1974.
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stantial majority uf the membess of the Subeomnittee are willing to support a
wation to table MLIes. 13bg. Such o motion will be brought bhefore the Subeown-
wittee at is next mark-up seasjon. Althongh it is unlikely that such a session can
be beld hetore the reeess begins this month, we feel that you may proveed with
the implementation of the schedule, s proposed in your $ \uptomlu.r 205th letter to
the Speakoer, as modified in your letter of Uctober 8 addressed to the Chairman
of the Subeomnittee, and as explained by you in the public hearings on Reps
tember 30, without fear of further disapproval by the House, Naturally, this
assmes that the lnnguage of the schedule, ay finally developed is consistent with
those letters, and with that testimony.

Ouee u,.,uin, we want to thank you and your staff for the coeperation and sensi-
tivity to Congressional and public concerns which you have shown in the develop-
ment of the 1975-76 schedule.

Yery truly yours,
JaMEs G. O'Tlara,
Chairman,
JoHN DELLENBACK,
Ranking Minority Mcmber.
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BASIC EDUCATIONAL OPPORTUNITY GRANTS—
FAMILY CONTRIBUTION SCHEDULE, 1975-76

TUESDAY, NOVEMBER 19, 1974

Housk oF REPRESENTATIVES,
SPECIAL SUBCOMMITTEE oN EDTCATION
oF 131E CoMMITTEE oN EnveaTion anp Laeck
Washington. D.C.

The subcommittee met at 10:40 a.m.. pursuant to notice, in _room
2257, Rayburn House Office Building, Washington, D.C., Hon, James
(v. OTlara (chairman of the subcommittee) presiding.

Present ; Representatives O'Hara, Perkins, Dellenback, Quie, Phillip
Burton, Lehman, Benitez, and Erlenborn. A o

Staff present: Jim Harrison, staff director: Elnora Teets, clerk;
Webster Buell, counsel ; Robert Andringa, minority staff director for
the full committee.

[At 11:45 a.m., under a unanimons consent agreement earlier entered
into, the subcommittee set aside other legislation under consideration,
and called up 1. Res. 1:396.]

Mr. O'Hara. The Chaiy will now put before the subcommittee H.
Res, 1396, submitted by nyself, providing for disapproval of the pro-
posed family cont- ‘bution schedule. Without objection the resolution
15 considered as read, open to amendment at any point,

The Chair recognizes the gentleman from Oregon.

My, DeLLexsack. I would move that we table Fouse Resolution 1396,

Mr. Exvexsorxy. Seconded.

My, O'Hara, The gentleman from California wishes to be heard on
the subject.

Mr, 1231’}1!’1‘0.\'. Could the Chair give us the highlights of the modifi-
eations?

Mr. O’'Hara, Yes. The modifications are as follows: first, the assets
reserve before the amount you can exclude from taxation of assets is
mcreased from $7,500 to $10,000. Second, the social security benefits
received on account of the student and veterans’ benefits are con-
sidered as family income rather than as income of the student, there-
fore nre taxed at a lower rate than they have been. Then the inde-
pendent student who was applyinF for assistance under BOG had
to be judged on the basis of what his income was last year. Now let
us take the independent student who is working full-time and wants
to go back to school. He had to be considered for a BOG grant on the
basiz of what he made when was working full-time rather than what
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he is going to be making when he goes back to school, The change
will have thiem consider the estimated prospective income rather than
last vear’s income, ,

Finallv, the family set-ashde. the family offset would be inerensed hy
the inerease in the Consamer Price Index during the calendar year
1974, No we have inetfeet a cost of living adjustment.

Mr, Burrox. 1 intend to follow the leadership of the Chair on this.
T would hope that next vear we will review the eilieney, which 1 highly
doubt, of th assets test, 1 don’t necessarily like the income test, but
1 think that has at least some relevanee, 1 think the asset test may
well on objeetive serutiny prove to be burdensome and not be a very
goud measurement of a student’s or family™s ubility to help a student
provide finaneial assistance, ,

Mr. O’Haga, My Iriend from California who was the first one who
brought this problem forcefully to my attention, and I later disenssed
it with the genteman from Oregon, and the gentleman from Minne-
sota and others. We have had testimony to the subeommittee partien-
lnrly from the New York State people who have run a needs base
grant program without a needs test successfully. That will be one of
the subjects that we will seriously consider when we go to write the
program 1 the next session.

Mr. Burrox, 1 thank the Chairman,

Mr. DeLLexsack. I renew my motion.

My, O'1LsgA. The gentleman from Oregon has moved that we table
ITouse Resolution 1396, Those in favor say aye. Those opposed no.

The nyes have it and House Resolution 1396 is tabled with a quorum
present.

Mr. ErLEnBorN. I move we adjourn subject to the call of the Chair.

Mr. ('1Lara, Without objection, the motion to adjourn to the call of
the Chair is agreed to.

[Whereupon. at 12 noon, the subcommittee adjourned, subject tc-
the call of the Chair.] o
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