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' Washington, D.C. 20201

1

Dear Mr. Secretary:

' I have the honor of transmitting to you th'e enclosed report of the Student
Financial Assistance Study Group, "Récommendations for Improved Man--
agement of Federal Student Financial Aid Programs.” .

The recommendations are respectfully submitted to serve as general and
specific remedies for the maladies affecting the complex pi-ogra_ms%m‘c’n
are funded anndally at $3 billion. o, : .
. A host of studies, especially since 1973, have poi to -the need for -
serious reform in the area of Federal finangial - aid.
. ~Unfortunately, however, little has changed.: The'work of the Study Group
confirmed the existence of serious Ipr?b ms, sorhe o}/ mwhich .may
undermine the integrity of the progra.nigf s well as publit fidence in

' them. ' y . A

g concernd’ eligi-
for institytions Agnders, ang’students;

* Wk iptegify of all the
; __5 £ ’ff_[ - . ‘
. :i‘i;{ .

g A

. The report of our study focuses of
bility and’certification procedurs
Lo delivery systems; and the pgé;
agents involved in Federal ¢

e fullest extent,
1 . . . .
or. unit within the
plementation of its
eS8 t you call together an
Agent aid programs as they

To assure that the resuffs of the study arg
‘the Study Group requests that you assigf
Department responsibility for monigghife
recommendations. Moréover, the Gl
interagency task force to review
interrelate within the Federal G

=

Finally, the Group requests
recommendations be prepgred

< 37 i

ind sént to each member prior to a follow-
oup requests take place in six months,

W

The Study Group stands egéy to consult with and ‘assist you or yoyr staff
in any way nece‘ssarg;‘fo behefit the student financial aid programs.

. ) ~ Sincerely, - " . .

John A, Perkins
Chairman

A
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" . PREFACE - ) - . -

This report to the Secretary of Health, Education, and Welfare contains

recemmendations for the improvement of Federal student financial
assistance programs. The recommendations are in resp&se 'to the growing’

concerns '0f Congress, the Departmeht of Health, Education, and Welfare, .

and the general public. regarding problems encountered in the administra-
tion and management of the programs.

L)

”s -

Nationally obtained pablic testimony, evaiuat%s of previous studies,

discussions 'of prior recommendations, examinations of Federal reports, -

and review of Federal investigations have 1dentified- serious problems.
which threaten to undermine the integrity of the _programs as well as

public confidence in thelr admlmstratlon. .

The recommendations are the result of careful deliberation by the
Secretary's Study Group and designed to serve as specific answers for the
improved - management, delivery, and integrity of federally-sponsored
financial assistance to postsecondary students. o

Three key areas requmng resolution were identified and serve as focal
points for the major sections of this report. They are: . .

. Eligibility and certification procedures for institutions, lenders, an®
students; ,

- \ R

2. Delivery systems of the various financial assistance programs-

3. Program management and integrity of the agencies, institutions, and
publics involved in Federal student assistance programs. , .
. ] .

The specific recommendations contained in each topical unit have been
shaped by members of the Study Group with full consideration of the *
diverse views presented in public testimony and in wntten reports by the
many interested organlzatlJns and institutions. Some of these
recammendations already ;have been carried out or are being carried out
as of this date. Others 1!/111 require legislative and/or regulatory action
and some wil require deliberative review. The reader is referred to
Appendices & and B, an index of t? recommentations by interest area.

We wish to express our gratitude to the hundreds of individuals throughout
the country who supported our mmssion by sharing.their ideas, their beliefs
and, most important, their recommendatlons. Without their hélp the

report would be mcomplete. " , \ s

vl
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Appremation is extended especially to the Federal staff members assigned
to support our work. Their expertise, diligence, and dedication were
invaluable in helping meet our objectives. We also commend the Depart-
ment of Health, Education, and Welfare for 1ts support and cooperation n
this public examination, . . ‘

.
>

In fulfillment of the char‘ given to the Study Group through its Federal
charter, we submit this report in t¢he firm hope that the recommendations
for action will contribute to the vitalityyresponsiveness, and Integrity of
student financial assistance programs. ' ) :
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INTRODUCTION -
. . -
/o

Establishment of the Study Group

Recognuzing a need to improve' student financial assistance progra.ns
administered by the Department,. the Assistant Secretary, Comptroller
.was directed by the Secretary of H to develop a plan obtaining
independent outside advice to assist in dealing efféctively with the subject
of fraud and .abuse, and related management issues. In, response, a
emorandum dated June 21, 1976 pronosed the anpointment of a group of
¢ highly experienced non-Federal persons to study the management and
- organization of student financial assistance prograns administered by
HEW's Office of Education. . - : .

The programs to e examined were the National [irect Student Loan
(NDSL) Program, Basic Educational Opportunity Grant (BEOG) Program,
SupBlemental Educational Opportunity Grants (SEOG) Program, College
Work-Study (CW-S) Program, Guaranteed Student Lean (GSL) Program,
ard State Student Incentive Grant (SSIG). Program. The Assistant
Secretary, Comptroller recommended that the approach to the .study be
similar to one used recently to study the Supplemental Security Income
‘Program administered by the Social $ecurity Administration. -

<

T
. The memorandum outlined issues related to nanagement and organrzation

by raising the following questions:

L.
2.
3.

4,

»

5.

6.

‘What should be the relative roles of Federal and State governments (n
the administration of the six student assistance programs?

What should be the role of proprietary schools which act Soth as
lenders of federally guaranteed funds and providers of education

_services?

What should be the role of Regional Offices in the administration of
the various student assistance programs?

How should these programs be orgarnized within the Office of Educa—
tion? For example, should there be a separate organizational structure
“to administer all student assistance programs? - T

How adequate ‘are the existing steps to prevent-abuse.and fraud in
these programs? :
>

‘

How adequate is the legal authority of the Commiséioner of Education
and the Secretary of HEW o eﬁeqtively administer these complex
programs involving millions of students and thousands of institutions?

-

A 4

1
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7. What opportunities,- if any, are there for the use of common,,
administrative and management dpproaches to the six now existing
student aid programs?  Each prognam now develops separate
regulations, data systems, disbursement systems, and standards for
the determination of eligibility. N

8. How adequate s the internal staffing and particularly the mix of
skills required to manage these programs effectively?

.

-

9. How can the regulatory process be speeded up and simpltfied?
19. What should be the appropriate role of the accrediting agencies?
What should be the process of terminating schools that manage public
- funds poorly? . - :

On August d1, 1976, the Assistant Secretary for Educatron formally
requested the establishment of the Student Financial Assistance Study
Group and, on August 27, the Secretary offically approved the request.
The anmouncenznt of the establishment of the Study Group -- under the
provisions of the Federal Advisory Committee Act {Public Law 92-463), 5
L.S.C. App., | -- appeared in the Federal Register, September |, 1976.
its stated purpose was, "To advise of ways and means td implement more
eifectively and efficiently the student financial aid pregrams
administered by the Department." Ty . )

A

1

The Study Group Charter f NV

The Charter of the Student Financial Ass;st)ance Study Group, appearing
In Append:x C, called for a membership of ndt less than seven nor more

than 12 to be appointed by. the Secretary to sefve for a term not to

exceed one year. The members, including the designated Chairperson,
were to be selected from persons of outstanding expertise in the fields of
higher education, large scale student financing systems, management of
public financial institutions, and the application of data processing
syste'ns_to public financial management operations. The-CKarter also
called for the Secretary to designate a Staff'Director and am Executive
Secretary. . . &

s

The Charter called for Study Group meetings approxtmately three timess
each month and for public hearings. In order to achieve maximun sensi-
tvity to the concerns of interested groups and of ‘the general public, the
public hearings were to be scheduled in different locations throughout
the United States.. , ! .

The Charter also called for periodic progress réports to the Secretary,
the Assistant Secretary for Education, and the Commissioner of Educa-

tion. It was stipulated that the final report would be submitted within
six months after the Study Group's first meeting. h ’

-

2 . ~

>
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\ Chairman:

/ . Mlnneapolls, Minnesota ~ <~

E@rly Planning and Development'

A Statf Director was appointed in mid-September 1976 and an Executive
"Secretary and other support staff in October. Most staff members were
detaﬂed from various HEW components ' ’

In late September and early October, twelve individuals outside the
Federal sector accepted invitations from the Se etary to serve as
-meémbers of the Study Group. . .

& B
. ' ra ) y 3
Study Group Members: T " w )
) . T .

President, Busifiess and Finance,

The Umver51ty of
California, Berkeley, California. .

* Norman E. Beck, Director, Student Fmanc1a,l A1d Ball
. State Umver51ty, Muncie, Indiana

Members:

F . Lola’J, Finch, Assocxa e Dean of Students, Washmgton

State ~Un1versnty, Pullman, Washmgton >
o~

lame M Furman, Executive Dlrector, Illinois Board ™

gher Educatz‘on Sprmgfleld H.hnms .
. Tq 1nt L Hale, Loan Oﬁlcer Flrst Natronal Bank
*of Chlcago, Chlcago, lllinois

Richard Jbhnson, Dlrecror, Student Financial Ald C. S

- . Mott C,ommun,*ty ‘College Rlint, Mlchlgan

- »
poY,
- "
- ,
. .

James F. Kauffman, Vice President for Student Af{llrs
and Admissions, Cornell College, Mount Vernon Iowa

- Clifford L. Larson, Chalrman of the Board and Chief
Executive Officer, N'orthwestern Electronics Institute’

David. W. Phipps, Vice Pre51dent, Financial

Treasurer, University of Alabama
Alabama ’

, —r- .
Paulaﬂ,}ﬁu Reeder, Du'egtor, Loan-Dysision, Vermont
. Studen@s‘slstance Corporatlon, Burlington, Vermont

" David E. Stahl, Ekecutlve Vice President, Natlonal
‘Association of Home Blilders, Washmgton, D. C

) t3 ) PR 3 ' '
. N - .

John A. Perkins, Professor of Political Sc:ence Vice N

-




T _._Study Group Staff:

- Admihi » - . Mary Jane Calais -- Staff, Director

Charles C. eamer} Vige P}eside'nt for Fiscal Affairs,
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Nan Stoney-- Assistant to the Director

.

Frank St'evyart -- Executive Secretary

.L ‘Ca‘rol L. Erickson -- Staff 'Assistfnt
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Research and I 14 - - -

d

Writing *" Henry Kirschenmann -- Research‘Assqc_:icte
o Francis Nassetta -- Research Associate
Jeﬁrg'y Lee -- Research Associate
Joan Ratteray -- HEW F::llow

. 4 - * Josephine Fergu$on -- P;rogram Officer

-

-Robert B, Holfngs ---Consulta'nt
- » 3

»

. Mary Ellen Flynn -- Writer -

' ) - .
‘ ~ Barbara DeBose -- Secretary
1 ) Y

. Edith Mcllwain -- Secretary

Marjorie Lynch, Under Secretary of Health, ducgtion, nd Welfare

. presided over the official swearing-in of membens. on Octobet 28, 1976.

Dr. John A. Perkins, Professor of Political Science\and Vice President for
Administration _statewide, University . of Califorhi » was appointed
Chairman. Following the swearing-in ceremony, members were briefed on

the objectives of the Study Group by ‘various officials from the Office of
'Educ§tion and the Department of HEW. '

At its first nfeeting October 28-29, after hearing from Federal student
financial. aid program officials about curre:g prograjn operations,
problems, and: congs, the Study (oup outlifed a scope of work and’

developed both a t tive workplan and meeting schedule. Rather than

.

duplicate the éfforts of earlier task forces, it was agreed ‘that earlier

-
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repSrts and studies would be reviewed and appropriate recommendations
" considered, 1t also was agreed to concentrate efforts op existing

A ' programs under current legisl\agve authorities, rather ‘than on fumdamental

changes which would require Cgqngressional action.

Conduct of the Study N -~

~
.

Nine working méetingso were held throughout the country and, Sin -
accordance with the provisions of the Federal.Advisory Committee Act,

al] were open to the public. (Dates,’IOCations, and purpose are included in
Appendix D). Attendance by the membership was consistently high and
the combinatlon of individual expertise and experience contributed to a
thorough examinatioh of the issues.

The work was aided significantly.by seven well-attended public hearings
throughout the ‘country where oral testimony was received fram
.representatives of national and State associations, Office of Education
Central Office and Regional Office staffs, student financial aid
admifiistrators, State fynancial aid agencies, lenders, high school
counselors, parents, students, and Congressional aides.” (Appendix G)

Although each hearing focused on a particular aspect of the study, those
testifying were free to comment on any aspect of the Group's work. Since
points of view differ significantly among the various segments:of the
postsecondasy education, community’ amd othefs concerned about program
operation, every effort was made to provide for their expression.

To further communicate the Stutly Group's work to the field on an 6ng.oing‘

W basis and to solicit additional public participation, a iling list of more
than 400 interested persons and organizations was develdped. "Dear
Colleague" letters from the Staff Director -transmitted information on
1ssues under cgnsideration, sumimary minutes.of each meeting; tentative
recqmmendatidns as they were developed, and other relevant documents.
In addition, co nts and reactions were invited and many received. On
an occasional bgpis, tentative recommendations were published in the
Federai .Register to solicit public comment and, throughout theperiod of

the study, Study Group members and staff met iridividually with interested
parties. : ‘ '

-

. K N . ( . '\‘2 ,v,. M ) ’ . @
At various times, indi¥idual members were designated to prepare reports

and papers on specific topics for the consideration of the entire Study
Group. Background papers also were prepared by the Staff. *
. -, \ .
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Early in its work, the Study Group identified the rﬁajor areas with which '
it would be concerned and agreed upon an approdch to meet the Group's

objectives within the time constraints set by the Charter. The study

focused on three broad areas: . ——
» -
= L Eligibility/Certification: who is  eligible to participate in the
s programs -- institutions, lenders, and students; -
v - - ‘ e - - ‘ a

W2 S—ervice"’ﬁelixery: how assistance is provided;

- '3, Program Management and Integrity: how well the progr'ams are
managed and how well the interests of institutions, and lenders are
. safeguarded. e

™

Each of these topics s the subject of a chapter of this Feport?. '
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AN OVERVIEW OF STUDENT FINANCIAL ASSISTANCE

Back&rgound Of Student Financial Assistance

Seme limited saurces of financial aid had been established from almost
the beginning of higher education. in the United States. Privately
financed scholarships had been ' available since the founding of the
- Nation's  oldest institutions of higher .education, and some States
‘established publicly-financed scholarship programs as early as the 1800's.
In early years, the bulk of these funds were available to only the most
academically oytstanding students and the great majority had to depend
entirely. on family financial resources, Access to higher education was
limited. ~ Studentd enrolled in institutions of higher education were
primarily those who were "able" academically or who came from families
"able" to‘meet the costs of a college or university education. However,
compared to today's standards, the amount of financial aid available to
~ students in higher education prior to World War Il was insignificant. -

"“Institutional Aid Programs

-

4nstitufions of higher education created student aid programs almost
simultaneously . wath their founding.,  Although there has been no

‘ aggregate historical record of institutional expenditures for such.
programs, most institutions have always had. as one of their goals the
attraction of a limited number of students from among the "commos
people.” The Charter of the College of William and Mary, founded in
1639, recognized the need for institutional subsidies for students who
.could not pay their way. By 1797, the Phi Beta Kappa Chapter of
Harvard had established a gift fund for their less atfluent members. -

~ -

y .
Like scholarships and other forms of direct aid, student employment
developed very early as an indirect method “of subsidizing students.
During the 1830's there emetged a work-study and cooperative education

" movement’ resembling that of today. A few institutions such as Berea
College wete established on the principle that students' work experience
was an integral part of their education as well as a means of reducing
educational costs. Some institutions, like, Emory University, established

* "self-help dormitories,"” and by 1900, Yale had developed a Bureau of
Self-Help. Most institutions arranged part-time, unskilled positions in
dreas such as libraries -and food service which could Be filled by
financially needy students. T,

— . —
.

__ State Aid Programs

s . ” -
The concept of financial aid to students from State Sources arose Jate
even though ‘States had long assisted higher education institutions
through loans, direct appropriations, and grants of land. Perhaps the:
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first state scholarship program was proposed for Vlrginia‘ by' Thamas

Jefferson in 1800. Neéd and academtic ability were the controlling
factors 1n the distribution of the limited amoun State aid and, 1n fact

funds", illustrating the almost total e asis placed upon need. Befgre’
the 20th century, few States ha
financial aid programs except
veterans. By 1909, Connécticut had establis the' first State
scholarship program and the New York Regen
developed 1n 1913. Wisconsin establishe
State higher education loan program in

K
. . /
Within the past few decades, however, ‘the States have deve;koped a .
number of categorigal aid programs. These programs base awards of aid ”,
upon_ the student's academic status, intended cafeer field, or family °
relationship rather than upon any demonstra;:on of- fimancial need. ,
Included @ “these programs are financTal aid/to studemts In medrcaly’
teaching and engineering fields; - widows o%:/hlldren of veterans; and
disabled or children of disabled individuals. , o T
. = R
States still continue to establish addit nal categorical p{'ograms from
time 1> ume. Since the, mid 195¢'s, ‘however, there has been a
simultaneous major development in Sfate financial aid for postsecondary
education in the form of comprehénsive State scholarship, grant, and
loan programs at the undergradugte level based on financial need. At,
last count, 50 States and five tgrritories had established such programs
provid:ag over $645. million assistance to more than one million
students each year. These no# represent the largest proportion of State
assistance to students in pgStsecondary education and have established
the States as major sources of student aid. Neverthelegs, there 1s wide
variation among the States In their levels of aid.and half of all State aid
ﬁunds are ptovided by ofily five States: New York, Pennsylvania, lllinois,
Cahifornia, and \ew Jérsey. Many of these programs operate to help
equalize the studehys expense of attending higher-cost institutions.
Although the recently enacted State programs differ greatly among
themselves "in elig/ility, requirements, administrative procedures, and’
types and amoyhts ef aid provided, they share one importantt:
characteristic: they are based primarily upon financial need.

/ . -Federal Aid Programs” ‘
The Federaﬁ' Government also is a latecomer in the awarding of financial
aid to pgstsecondary . studengs. Prior to the Civil War, the Federal
Governmient had httie invelvement of any kind 1in postsecondary

educatign. Its first major initiative was the Morrill Act of 1862 which
~establi hpd the system of land grant colleges. Throughout the remaiftler
of theg 19th century and most of° irst half of the 20th century, the

»-limitgd Federal role in postsecondary education focused mostly on
assifting institutions rather than uppn directly aiding students who
att¢nded them.

/ : ’ ’ : ;

/
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. Notwithstanding = the emphasis on institutional support, the Federal
Government did institute a number of student aid programs during the
long period between the Civil War and World War II. These were
categorical programs of many different kinds, not*based on need. Some
of them had purposes of other than education although they provided
indirect.benefits to education. Funds were provided for such purposes as
international “student -exchange, the development of ROTC units,
voGational education, and vocational rehabilitation. A massive youth
employment program, the National-Youth Administration (NYA), was

- begun in 1933-as an'anti-depression measure. The NYA provided fin-

.~ ancial aid to two million students.even though the major purpose  of
the 1égislation éaé to offer public employment and thereby remave youth,
from the private labor fmarket. A -témpordry Federal loan program was
established during World War Il to prepare scientists who would be
directly involved in the war efforx o

.
a4 g o Dbt et |

g o : . N ° A -
¥ A'landmark event in.Federal student aid occurred with the passage of the -

Servicemen's Readjustment Act of 1944, more familiarly known as the
" G Bill. This led “to a dramatic and permanent change in the
composition of the postsecondary student population. Veterans returning
to civihan life-took advantage of the educational opportunities offered
by the G.I. Bill to enroll in college or other types of postseconuary
education. For the first time, postsecondary institutions enrolled large
numbers of older students, many of them married. The experience &f the

: G.I.  Bill clearly demofstrated that persons who had been raised in
. families with lower middle incomes could succeed in college or
‘ university training and most colleges and universities lost whatever

elitist character they still possessed. This phenomenon has sometimes
been referred to as the "democratization of higher education." Although
aid under the G.I. Bill was not conditional on financial need, 1t enabled

N . large numbers of veterans to enter postsecondary education who could
not otherwise have done so. S '

Partly as_a result of the success of the G.L Bill, the attitudes of

American society toward postsecondary ed@Eation begap to change

" through the. late 1940's and the 1950's. The desite for postsecondary

education rose among middle and lower incpme families where previously

it would hav_s been considered unrealistic. New institutions and new

"""'_types of institutions, such as community colleges, were established to

--serve the growing and changing student population. Total degree-credit
- enrollment in higher education rose frem 2.1 million in the fall of 1946 to - -

3.6 million by the fall of 1960, and then to 7.9 million by the fall of 1970,

Q and 9.7 million in 1975. 1 This rapid increase’in enrollments came mostly

from lower and middle income families as 4ell as from other non-

traditional students,and it placed a severe stress upon all of the existing

soyrces of student aid, whether institutional, State or Federal.

l -
‘ U.s. Degartment of Health, Education, and Welfare, National
Cénter for Education Statistics, Digest of Education 1976 Edition, Table
&3, p. 85.
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In fesponse to this growin'g need, new Federal aid programs were
established during: the late 1950's and the 1960's, evolving into the array _

~ of Federal programs now in existence. Student aid obligations of the
. Office of Education rose from approximately $41 million in Fiscal Year

. 1960 to_$608- million in Fiscal Year 1970 to $1830 million in Fiscal Year

1975.  This rate of growth was much more rapid than the growth in

' expenditures in postsecondary institutions. For example, while the OF ,

ot ' student aid represented about 1/2 of 1% of the expenditures by
. institutions of higher education in 1960, this figure had increased to over
4% in 1975. , '
A L %

The first important piece of legislation during this period was the

*National Defense Education Act (NDEA) of 1958, passed largely in

' support of. the United States "race to space" with the Soviet Union. One

.- title of the 'NDEA called National Defense Student Loans, authorized

7N gy loans to postsecondary students, with the hope that the Nation's

: scientific, technological, and educational progress would be emphasized.

, These loans were awarded to students after considering thewr academic

abilifies, their chosen course of study and, to a lesser degree, their

financial situation. The program subsequently evolved into the present
' . Natienal Direct Student Loan program. ¢

A second impetus to increasing student financial aid arose in the early

.1960's, as, the N¥tion became increésingly aware of the need to equalize

educational opportunities for all members of our society, Thé Economic

Opportunity Act of 1964, the legislative vehicle of the War on Poverty,

authorized the College Work-Study (CW-S) pregram, The program,

- administered by the Office of ‘Education under a delegation of authority

from the new Office of Economic Opportunity, provided subsidized work

s opportunities for financially needy students.

‘k‘ Mz

o

»
The United States made a further major comnitment toward ensuring
e both access and choice in higher education for students from all-income
levels in 1965. The landmark High¢r Education Act of 1965 established
the basic pattern of Federal aid to higher education which still exists.
Its comprehensive provisions. authorized many new sources of Federal
- . +_ assistance botH to instjtutions and to students. The primary intent of the
Higher Education Act, most simply stated, was to provide an "equal

educational opportunity" for all students. .

. The Act authorized two major new student aid programs.  The

Educational Opportunity Grant Program -- the first Federal program to
base direct aid solely on the criterion of financial need -- provided non-
repayable grants of up to $1,000 to students from low-income fa‘nilies.

! In fesponse to the nezd for assis‘ance to students from middje-income
families, the Act also established the Guaranteed Student Loan Program
(GSLP) as a source of low-cost loAns of convenience. The Guaranteed

Student Loan Program provided FeMeral insurance of educational loans

made by commercial lenders, and a faderally-financed jnterest subsidy on

-

.
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" loans made to students® from families with an ad]usted famlly income of
lens thah $15,000 annually. Loans were obtained under the GSLP by large
" numbers o{ middle-income students, and' also by low-income students

’ who, becauge of fundmg limitations, could ‘not be served by the other aid
. programs desngned for theit needs

The Higher Educatlon ‘Act also mcorporated the College Work-Study
program ang assigned responsibility for it to_the Office of Education.
Finally, the National Defense’ Student Loan Program was slightly revised
to place more, emphasns on need than on academic performance and
endeavor. . - .

By 1965, therefore a set of four Federal student aid programs were in
place, all based largely on financial need as the criterion for assistance.

The programs. embodﬁ‘;the three basic typds of student aid (gr

loans, and work opporpfnities). Three 6f the four programs (Natify
Defense Student Lo Educational Opportunity Grants, and Col
Work-Study) were administered through colieges and universities.

fourth program, the Guaranteed Student Loan Program, rested on
participation of private lenders. :

The next substantial revision of Federal student aid programs occurred{in - -
1972. Congress recognized that the types and amounts of funding undkr
existing programs were not sufficient to meet fully the goal of equal
opportunity for postsecondary education. Therefore, the Education
Amendments of 1972 (P.L. 92-3187 amended the Higher Edycation Act to
establish two new grant programs, the Basic Educational Opportunity
"Grant (BEOG) program and the State Student Incentive Grant (SSIG)
~ program.

N

The BEOG program represented a new concept in Federal student aid,

the concept of entitlement. According to the legislation, each
undergraduate student was entitled to a maximum of $1,400 per year of

Federal funds in a non-repayable grant. The actual amount of the grant

depended on the student's famjly financial status and the costs of the

institution to be attended. The program was intended to insure access by .

all students to at least the less expensive pastsecondary education. P
Only entering freshmen were eligiblé for the first year of theé BEOG
program, and the grants actually averaged only $271 the first year (1973)
_4ue to limited appropriations. An additional class became _eligible “in
each succeeding year, and the amount, of the average grant.increased -
year by year to $618 in 1974 and $800 in 1975. In a departure from past

student aid programs, the BEOG program was admlmstered directly by

the Federal Government, v

The BEOG program has come to be regarded as the cornerstone of
Federal student aid for financially needy students. Over the years since
its enactment, the level of funding for the program has risen rapidly
while the fundmg for other student aid programs has remained relatively

"
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constant.  As a result, the FY 1978 budget réquest of $2.3 billion for™
BEOG constitutes more_thah 70 percent of the total request for all
Office of Education student‘aid programs. .

With” the' establishment of the Basic Grant program in the 1972

Amendments, the existihg Education Opportunity Grants program was
somewhat altered to become the Supplemental Educational Opportunity
Grant (SEOG) program. It .now serves as a means to provide aid to
Students, who may or may not also have qualified for a Basic Grant, to
attend the i?sq;ution of their choicie. '

The other new aid program authorized by’ the 1972 Amendments, the
State Student Incentive Grant (SSIG) program, fovided a financiall
incentive for States to establish their own scholarship or grant programs.

The™8SIG program provides funds to participating Statés on a matching
basis (up to a limit estabiished by forfnula) to establish or continue State
programs to award aid to students on-a basis of need. The determination
of need under SSIG fmay include consideratipn of "student expenses at
higher-cost institutions. , Presently the total of State funds in these
programs outweighs the Federal contribution under SSIG by a ratio of
about<l5 to.d. y R . e

The most recent omnibus education legislation, the Education
Amenrdments of 1976 (P.L. 942482), cqntinued the six existing progyams.
The SEOG program was extepded without signiﬁg\:&ant change; CW-S was
not changed ‘significantly, but its authorization was substantially
increased; administrative requifements for the NDSL were tightened to
cohtrol abuse and student default; some technical modifications were
made 1n SSIG; and the major change in the BEOG was to increase the
maximum entitlement to $1,800 beginning with the 1978-79 school year.
The most extensive -changes were made in the GSL. program whieh was

* Y

.zgo/oughly amended to increase borrowing limits for both graduate and

ndergraduate students, to establish hew controls over ledders and
borrowers to reduce- defaults, and to tighten Federal administration. The
new GSL legislation encourages States which do not now have guarantee
agencies to establish them. The six programs were reauthorized for
periods through fiscal year 1979 for NDSL, SEOG, BEOG, and SSIG,
through fiscal year 1981 for GSL, and through FY 1982 for CW-S.

One additional special-purpose program patterned after GSLP was added
to the set of need-based Federal student aid programs in 1976. Section
401(a) of P,#.94-4384 provided federally-insured loans to students engaged
in study in the health proféssions, including osteopathy, podiatry, public
health, dentistry, veterinary medicine, optometry, and -pharmacy.
Responsibility for this program was assigned. to the Office of Education
in March .[977 in the HEW .reorganization. which created the Bureau of
Student Financial Assistance. ‘Loans up to “$10,000 a year -- for a

L[4
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combined - total of, $50,000 -- will bé insurable for all but pharmacy
3 students who will be limited to $7,500 a year for a combined total of
, $37,500. The funds may be used only for education expenses. Unlike the
GSLP, there are no interest subsidies in this program. Therefore, from
" the time the loan is made, students will pay interest compounded semi-
annually at.a rate not to exceed 10 percent of the unpaid balance of the
loan.” Cancellation of both principal and interest to a maximum of
. 510,000 a year is allowable for borrowers .who serve in the’ National
‘ Health Service Corps and for those who practice their professions in‘an
+ area where there is a shortage of health manpower.” The law provides
stiff penalties for failure to comply w1th a canf:ellanon agreement.

The programs which have been dlscussed represent the mosta.lmportant
. .. developments in Federal student financial aid for postsecondary
- ‘education since 1958. (Appendix E contaihs a description of these
- " programs). Inaddition to these major programs, other staller special-
purpose aid programs have been authorized. These special-purpose
programs usually award aid on the basis “of personal status or
occupational goals, without refergnce to need.* There are programs
»which prov1de aid for the education of veterans and their families; to -
students in health and criminal justice programs; to the dependents of
retited, disabled, and deceased workers under Soc1al Security and other
Federal retirement systems; and to persons phy51cally handicapped.

»

S »
' . The Status of “Studerrt Aid

\

Approximately $2.9 buillion in student grants (including CW-S) and loans

will be made in 1978 under the six need-based Office of Education (OE)
. programs, At least one-third of these funds will be going to students

' receiving aid under fore than one pro However, as siginficant.~

as they are, these programs must be Eﬁpt in proper perspectiye among
the total spegtrum of sources of aid for postsecoridary education. The
total estimated expenditures for institutions of higher education for
1976-77 1s $49 billion dollars. 3 In fiscal year 1977, about $7.9 billion

-

U S. Executive Office of the President, Office of Management
and Budget, Special Analyses: Budget of the United States?Government,
‘Fiscal Year 1978 {Washington, D.C.: Government Printing Office, 1977),

p. 182.,
'
3 U.S. Department of Health, Education, and Welfare, NCES,
) Pro;ectlons of.Education Statistics to 1985-86 p. 71.
) ' - ’
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h;ls been provided in Federal student assistance, another 54.8 billion in
Federal institutional aid and $1.7 billion in Federal tax expenditures (i.e., =
tax exemptions). Therefore, the six OE, student assistance programs
represent only about one-third of all of the Federal student-aid available.
Nevertheless, 1f these progra!;n's' had not been available, many
academjcally qualified students would .have been unable to meet the
‘costs of any postsecondary education or would have had to choose from a
much more limited set of options. Table I and Figure 1 on pages 15 and
16 show. the extent that these programs have focUsed on-low and
moderate income students. :
' s '

The' other sources of Federal aid are not need-based: Half of the\total- .
Federal student aid comes from the Veterans Administratign. The
relative importance of .aid-from the Veterans Administratign- can; be
expected to decline in the future-as fdrmer military personnel exhaust
their eligibility and because veterans' educational benefits hav® ,been
~sharply reduced for persons who are entering military fervice. The
student aid previded by the Social Security Admlmstratlon'system, like -
that” provided by the Veterans Admunistration, depends upon the

" individual's personal status as an orphan or dependent of a past or present
Social Security recipient, and not upon demonstrated need. ©  \_,

~

’

Two other ptoviders of aid are institutions and the States. Most
institutidns accept an obligation to-make available some sources of aid,to
financially needy students. However, much of it 1s awarded on‘the basis

of academic atfainment or personal status, in accordance “with the
conditions specified by donors of the funds, rather than ¢n the basis’of

need,  Institutions wili continue to be important sources of aid, but their

role probably will decline in the future'relative to Federal and State

sources. s ,

. ' . \

States are clearly more important sources of need-based aid now than
was the case only a few years ago. All States now have some sort of aid
program- which meets the minimal requirements for Federal matching
under the SSIG program, in addition to a large assortmertt of State
programs bdsed on criteria other than need. While State governments
-have recognized their obligation to assist needy; sfudents to enter and
remain in postsecondary education, they will find themselves hard-
pressed in coming years to maintain or increase their level of student aid
in the face'of competing demands for State .funds. Although the overall
trend of State aid is upward, some States have found it necessary-to'
reduce their, a#d in recent years. e c o ) Lk

1

) /' . . .
QU.S. Congress, Congressional Budget Office, Postsecondary - )
Education:"The Current federal Role and Alternate Approaches (Washington,

D.C.: Gevernment Printii¥% Offjce, February, 1977}, p. xx.
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DISTRIBUTION OF FISCAL YEAR 1977 OUTLAYS*

FOR STUDENT ASSISTANCE FUNDS BY INCOME, IN MILWONS QF DOLLARS

.- .,,‘43

Income Range of Families of
Dependent Students

Qutlays

Major Student**
Assistance Programs

*tinctuded are Basic Granrs, Supplemental Geants,
Source Congressional Budget Office Estimates
i

- _‘DoHars Percent
$0- 7500 . - 895 35

7,500-1Q,000 _~ 370 : . 14

10,000-15,000 ‘ 440 - “17 .
—..15,000-20,000 T ‘ 198 = . 8
= ‘ ) e

20,000 and up 72 7 3

All Self-Supporting Students  « ¢ | 595 23

Total s2570 ! / 100% ,

*Estimated B .

Divec* Loans, Coilege Yo x-S udy and Gusranteed Loans 'subsdy interes: and special aliowince'y
- - +

N
<
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* PERCENTAGE OF FUNDS AND RECIPIENTS

'ASSISTANCE

‘

PROGRAMS-BY INCOME CLASS,
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‘gource, Congtessional Budget Office estimates bagjd

" SUPPLEMENTAL
GRANTS )

BASIC GRANTS

$10,000 - $1 4.9§9,

$15,000 and up’

[

w, "GSL dljmbunon {subsidy interest and special allowancesonly) includes setf-supporting students® .

onBasic Grants appiicant data, fiscal operatiggs reports, and unpublished OGSL data
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Two important general concldsions can be drawn from the history of
student financial aid programs: First, aJthough the most recent trend
emphasizes financial needYas the basis for awargs -- a trend which wi'
probably continue for the foreseeable futire as the cost of educatio
rises -- most of ¥he aid, e.g., VA and SSA aid, continues to be awarded on *
other criteria. Second, there is no single, operational approach to the
awarding of aid. Assistance may be received by the student through
many different channels -- through the educational instjtution, directly
from the State, directly from the Federal Government, or as a loan or
grant from a private source. The various Federal programs reflect all pf
these different.approaches to the delivery of aid. ‘

It would be contradictory to our tradition of diversity in postsecondary
education if the Federal Government were to enforce“tandardization of -
philosaphy or procedures upon all of the providers of aid. Nevertheless,
as a major source of student aid,, Federal' Gqvernment has an
obligation to examine its own aid prbgrams to be sure that they are -
properly coordinated with each other and with other sources of aid, and

that’ their administration does not present unnecessary problems to other
parties in the financial aid process. Furthermore, in evaluatir& the
extent to which the programs.are coordinated, it is gssential that the
Federal Government analyze the impact of the programs separately and
in conjunction with each other on students or on educational institutions
to determine the extent to which national policy objectives are being
met. ~ . '

- * 1

Sources of Current Problems and Concerns
K]

Despite the. relative success of student financial' prdgrams in rheeting
many of their basic aims, they are experiencing problems which have

- 1 warranted the at{gntion Qi 'Congress.and program administrators. The-

)

Fomw. g , l

L

@

.Each of  the programs

falowing chapters _specifically 'discuss, and make recommendations
regarding problems ¥\ brief outline Jf the sources of the problems will
be presented here in three general categories: the rapid.growth and
change in the programs, their inherent complexity, and the opportunities
they present for fraud and abuse.

.

Growth and Change

N “'-W\Jn
B L _
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has experienced rapid growth since its
establishment. For BEOG, tife growth has been explosive: in onlwfive

years, it has become the largest program administered by.the Office of

Education.




-

_More than three and one half million BEOG applications must bé
processed each year. The loan volume of the *GSL and NDSL programs
would rank them. améng the largest consumer loan systéms in she -
country. . )

[ -

Thg number of entittes involved in- the six programs has increased
slgmflcantly each year, as has the number of students being served.

This rapid program growth has placed great stress upon the Federal
‘Government, State agencies, lerudmg institutions, and education
institutions as staffing levels lag behind the actual volume of work to be
performed.  For example, the Basic Grant program has position
authorlzatlons for'a Central Office staff of 70 persons in FY 1976 and
107 persons in FY 1977; it is concerned with over 3.5 million applicants
and 1.5 billiow dollars. Each’ year, thousands of 'new persons assume
‘important regponsibilities in the admitiistration of the program, and there
have never been sufficient Aesources to provide adequate training and
technical assistance of the scale. needed.

[} >

Furthermore, the programs are not static. They Jnust be"perlodlcaﬂy
reauthoriZzed by Congress, and usually they age modified in the, review
process prior to reauthqrization. The _changes made in the GSL program,
particularly, ‘have been substantial a5 Congress has attempted to respond~
to emerging problems in the program..

Once legislation has been passed, -the details oﬁ administration are
spelled out in the Federal Register in order to identify issues that must
be resolved in regulations and-on which the Department seeks guidance
from the public. Following a period of public response, and the analysis ~
of comments, proposed regulations are published in the Federal Register.
Following St—lil another period for public comment ahd an analysis of the
cOments, final regulations are published in the_ Federal Register. The
process may a\& include publ"‘c hearmgs
While- }ntended to prov1de for maximum publvc participation in HEW

- ruiemaking, this process is very tlme-consummg . Including the time
required to secure Department reviews and clearances, two years or
more have often elapsed before finakregulations appeared. During this
“period, those who. receive funds are sub)ect to the law despite the
- absence of 1mp1ement1ng regulatlons . -

[y

- In programs like the student assistance programs which are subject to

frequent Congressional changes, revised legislation may be passed even

" before final tegulations for the previous legislation have appeared For

- example, proposed rules for the GSL program published in the Federal

: Reglste on November 5, 1976, did not reflect ' the sweeping changes
- made in the program by the Education Amendments of 1976, signed into
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law on October 12, 1976. In addition to changes in regulations required
by legislative amendments, the Department may initiate. changes in
-regulations because of'some experience in implementing the program.

" A similar problem has often existed in the publication of handbooks and
manuals to be used by school officials, lenders, and State and Federal
employee$ in day-to-day program. administration. Because they must be

- based -upon the -Jaw and final regulations and™ must be initiated or

prepared’ by overburdened Federal staffs, they have seldom been
availabte on a timely basis. Manuals have not been revised since 1967 for
NDSL, -1971 for CW-S, and there hds never. been a manual for the SEOG
since its inception in 1972. Only the BEOG program has succeeded -in

producing annual revisions of 1ts program handbook. .

~ .
. -

% Y . ¥ .
- b Program Complexity

o -

A second source of problems is the basic complexity.of the programs.
Complex administrative requiremcnts typically are stated in the fine
detail in the law. Consequently, detailed regulatibns are required. The
trend 1s for the programs to become s§till more complex as Congress
modifies them to extend their ben®flts and correct administratiye

problems. .

- -y, 3
e, ,

“Each of the programs has an administrative process involving at least

three parties: the student, the school, and the Federal Government. In a
loan program, a private lender and/or .a State agency may also be
involved. Accountability for Federal funds must be maintained requiring
a large amount of information from all of these parties. Complex
procedure’s, are involved in transferring this information from one party
another gnd, in order to establish the Student's ‘comtinued, eligibility
and the amount of assistance he or she may receive, this information
must be kept current.
Furthermore, because the programs were enacted at different times in
response to different conditions they.contain some inconsistencies which
Increaseé the possibilities for confusion ahd error. There are
inconsistencies in legislative purpose, allocation processes, eligibility
requirements for students.and schools, and administrative requirements.
Further, there is a fundamental conflict in legislation which requires
both that funds be made teadily available to students and that the
programs be managed prudently to minimize losses. '

& . 7
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Fraud and Abuse

-Sadly,.experience shows that the programs are quite vulnerable td fraud

.ar/d abuse. The flow of funds is dependent upon a 'base of information

ch is verified only after the fact or which may not be verifiable

) xcept at prohibitive cost. Resources have not been available to monitor
+ /the performance of Federal fund recipients on any regular basis.

While most-Mve acted in good faith, and most problems can be

atsributed to ignorance or honest mistakes, the complexity of the

. . programs.and the looseness of their administration have been an open

" invitation to a few who would deliberately abuse them. Abuse can take

many forms. Students for example, may receive grants without intending

v to use them for the given educational purposes or may take out loans

intending to evade their repayment obligations. Unscrupulous schools

"may use federally insured loans to attract students and then fail- to

deliver the education for which students hawve. indebted themselves. -«

Beyord@ these forms of misuse, there are well documented instances of

- - outright criminal fraud in jhe submission of false 1nformatlon, diversion
of Federal funds, bribery, and kickbacks. .

v J

It would not be possible to eliminate completely the possibility of fraud

and’ abuse without imposing onerous a expensnve controls upon the

K . parties involved. Such controls probabl ould make the programs

) ) unappealing to the students whom they are intgnded to benefit, as well as

" to the educational institutions and lendetrs” who «are 1nvolved in their

N administration. . While rigid controls probably would be counter-

productivd, responsible management still requires that reasonable

corrective actions be taken by the Federal Government to mmlmlze

opportunities for fraud and abuse.
- LN f ' - ..: . . . LY
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F‘II&HL[GHTS OF MAJOR RECOMMENDATIONS

-~

. The Study Group's recommendations address. a_wide range of ‘problems

and.concerns at différent levels in the providing of Federal financial

assistance to students seeking postsecondary education.
. i

These recommendations call for changes in all financial assistance pro--

grams ddministered by the Office of Education. In some cases they are
very broad, and in others they are specific and technical. ‘Because of this
variation in the recommendations, responsibility for approving an action
requiréd to implemerit change also varies.. Changes will be required in
legislation, regulations, and administrative procedures. . Thus, in order
for the changes to be implemented, action will be needed by Congress,
the Secretary of HEW, the Commissioner of -Education, and the Deputy
Commissioner for Student Financial Assistance. ’

For these changes to be fully effective, the cooperation and coordinatign
of those parties who play major and important-roles in delivering Federal
financial assistance to students is necessary. Those parties include Fed-
eral agencies, States, educational institutions, the banking community,
and private agencies. ]

In drawing up its recommendations, the Study Group found several over-
riding problems as it addressed specific issues and concerns. Many of
these problems have been identified in reports, studies, and audits during
the past'several years and were restated by individuals testifying at
public hearings across the country. In general these préblems and
concerns are as follows:

1. The Federal Government has po_ overall philosophy of financial

y asSistante to students ort which to build-a ¢omprehensive amd lggical

program of support.

- / )
2. Legislation hag provided a patchwork of assistance to meet particular

problems and jconcerns. This has led to different definitions for like
sifuations and 'has added to the complexities that are faced today.

3. The major géal at the Federal level\had been to "get the money out"
.as soon’as possible. Little thought Yyas given to good organizational
management or control. To a Jarge extent the goal has been
accomplished, but this has left in its wake serious problems of mis-
management, abuse, and fraud. Now that the problems exist,
regulations are being put in place to add controls. More regulation
augments the concern of institutions that they are Jpeing over-
regulated and overburdened in administering student aid Rprograms.




4. The organization for administering thése’programs i the Office of
Education has followed the patchwork pattern of the legislation and
thus added to the problems. Each program staff acted as a separate
entity, with almost complete autonomy in operation. This led. to
administrative and technical differences in handling .each program

and confusion in the field. .

5. Institutions of postsecondary education and the financial aid
administrators of these institutions have major responsibilities for the
‘operation of these programs. However, the level of commitment and
competency to fulfill these responsibilities, varies considerably. Many
institutions dedicate considerable resources and operate exemplary
programs with a high level of professionalism and integrity. On the

other hand, a few institutions have had less than an honorable intent, -

and in some cases even a criminal intent.

=

6. The tremendous growth in the numbers to be. served by these
programs and in the dollars available for them the past fiye years has
far exceeded the resources available to administer them.

7. The.need for information is a major concern of students and parents.
Information on availability of assistance is required very early in

- planning for postsecondary education. Th& application process should
- be consolidated and simplified. Studenp and parents need to be fully

inférmed of their rights and responsibilities once assistance is

available. ‘

- -
-

8. The present State allocagion fm and institutional applications
for campus-based prografms net ajor overhaul to provide equity

and integrity in these programs.

The Study Grou;g feels the thighlights of its recommendations, which
follow, summarize.major steps needed tg improve the orgénizatiqn -and
management of student financial assistance. These steps will help
considerably in solving the problems and concerns outlined abgve. Each
can be found in one or more of the recommendations in the Study GrouP's
report to the Secretary of HEW.

e -b,

Organization Structure

The Study Group recommands that all HEW student financial assistance
programs be administered by single Bureau of Student Financial
Assistance in the Office of cation. ‘To the exteént possible, the
Bureau should be organized along functional lines, instead of along

L ¢
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individual program lines, to enhance coordination and integration; of
student financial aid programs. Recognition should be given to the heavy
management and fiscal responsibilities of this operation when assigning
staff members to this Bureau. A Division of Certification ands
Compliance gould be established to strengthen the eligibility process
and emphasizevthe prevention of fraud and abuse. P

Allocation of Funds for Campus-Based Programs 4 -

The Study Group recommends major changes in the State'allocaﬁion
formulas. .Under present legislation these formulas vary among each of
the thrée campus-basqdprograms (National Direct Student Loan, Colfege
Work-Study; and Supplemental Educational Opportunity Grant) and have
no direct relationship to the distribution of funds to institutions land
students. These formulas should be based on the population to be served.
Furthetmore, the current method of assigning the discretionary porition
of the ten percent campus-based funds as led to considerable inequity
and grantsmanship and should be complefely restructured.

E'3

LS Tt
Institutiohal Application Process for Campus-Based Programs

The Study Group recommends the establishment of a new process for the
filing of applications for Campus-Based program funds. In testimdny
heard around the country the current institutional application process has
been identified as a major problem because it fails to provide an
equitable distribution of funds and encourages grantsmanship for those
who "know" the system. : Y

i
o - : 1

A new institutional funding system should include a simplification and

‘consolidation of the data collection system eliminating all but required,

used and unduplicated data. It should be_fully operational to Ei:o,ver
awards made for the 1979-80 fiscal year. I addition step¥ should be

‘taken igmediately &y theafal o% | 774 jo-effect\any poﬁle‘chang s for,

fiscal year 1978-79 which can Be directed towarda perthanent sollition. -
The Study Group recommends the immediate appointment of a w rking
group to accomplish thesé objectives.

Student and Parent Financial Data Requiréments
-"

The Study Group recommends that students and parents be required to
submit financial data only once 2ach year-in applying for Federal sfudent
finahcial aid programs. It recommends that a -<common financial data
collection system be established for use in the 1978-79 award yeaf. The

] A
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( .
system the Group proposes would permit, selected facts from the data
collected by private needs analysis systems and State scholarship "and
grant agencies to be transmitted to the<BEOG processor. The BEOG
processor would inform the student diteéctly as to his or her BEOG
eligibility without an-additional application. To further enhance data
quality, the required family financial ‘data required would be year-end
data which could be verified. The proposed system will be’a major step
toward the goal of a common student financial aid apphca'uon form

Validation of Information w1th Income TagxRecords

. ’ /
The Study Group recommeénds that the Office of Educatlon requrre States

and institutions to verify financial data submitted by .parents and,

(fomparlsons should be made if

students in, agplymg for financial aid.
ed from various sources, including final verification with

data is recei

- income tax records This will help reduce frgud and abuse.

The Eligibility Process -

~“recommended slibstantial chinges.

o . &

Even though eligibility anc{ approval for- participation in, the Federal
student aid programs have been viewed as though they were identical
items, the Study™®foup has conceived of them as two parts of a single
process. The first part, the determination of basic eligibility, is the
shared responsibility of the Federal Government, the States and the
private accrediting agencies; the second part, approval for individual
program participation, is essentlally a Federal responsibility.

The Study Group reCommends that the determmatlon of basic eligibility
remain the responsibility of the Division of Eligibilityand Agency

Evaluation and suggests that much of the process involved i, arriving at-

its determination re‘qkr\am unchanged. :

~

In reference to the second part_of the. process the Study Group has
"After being: certified as eMgible?
educational institutions would apply to participate in particular Federal
programs. Changes Jn the approval process for an educatidnal
institution's partncnpatlon in the student financial aid programs would

inclyde 1) the development of a single application for use by institutions .

——ﬂ\’

in applying for participation in one or. more of the seven principal student -

aid programs, 2) the submission of apphcatxon forms to and handling of
all forms by a single Federal office” and 3) the addition of a
comprehensive evaluation of the instifution's resources, integrity,
financial aid program management and consumer protection practices as
they apply to the administration of federal student aid programs.

¥
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Student . Information Network_

- The Study Group recommends that tHe Secretary of HEW establish a

- clearinghouse +for all major student assistance information. The major

duties for this clearinghouse would include collecting, developing, and

disseminating information, coordinating existing. information programs,

. and conducting outreach efforts. One activity would be to improve

coordination of Federal, State, and institutional financial aid pregrams

. " with manpower: ptanning, career education, and social and community
service, including Talent Search, Upward Bound, and Special Services.

The Study Group also‘recommgnds that HEW extend the scope of its
dissemination activities to fill needs beyond those covered by proposed

include all governmental student financial aid ptograms, 2J an effort

= - should be made to intensify the cooperation of the mass media, education’

and student assoCiations, and industry in reaching students, and 3) the

information disseminated should be tailored to those prospective students

who would not ordinarily make inquiries of a postsecondary institution; to

those of differing academft levels and with non-traditional interests; and

to those in a position to influence a student's decisions, e.g., counselors,
referral services, and parents. ) ¢

-~

. AL Computer Utilization. . ) - ' . ﬂ e

v

Although the Study Group was not able to examine in detail the computer
utilization, its study did lead to deep concern regarding the continued
propriety, as public policy, of long term contracting for major computer
systems; the potential for favoritism and abuse that exists in selecting
vendors and awarding contracts; the eonsequence—of a systems failure
upon the continued viability of the GSL and BEDG programs; ard, firtally,
. the almost total lack of coordination between the GSL, SSIG, BEOG, and
campus-based programs in their respective computer ‘systern design and

s . ’\gpqrag_qn} AR - ) i C e 3
As a result the Study Group has recommended that HEW undertake a full
scale review of all student financial assistance computer operations and
exercise stringent control over the’ procurement of computer services,
Specifically, HEW 'should 1) reassess the continued propriety and public
policy implications of long term contracting including its practical
constraint upoh meaningful competition, 2) investigate the potential for
integrating part or all of the now separate GSL, SSIG, BEOG, and
campus-based systems, 3) impose stringerit prior approval conditions on
contract modifications, 4) further tighten the current restrictions on sole
source procurements, 5) strengthen technical review panels by requiring

L]
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program regulations. Specifically, _l) the scope should be broadened to °
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that such panels include a sufficiept number of reviewers independent of
the contracting program office toyassure an objective appraisal of
bidders, and 6) establish a functional Management Systems Division to,

"~ monjtor and coordinate SFA computer operations.

Coordination with Other Federal Student Financial Ald Programs

The Study Group recommends- that HEW tighten ‘the. *coordination
between’ stydent financial aid programs and other Federal and public
support grams to assure against duplication of funds in meeting a
student'd educational expenses and assure that maintenance payments 1o
students or their parents from other public aid sources are not reduced
for students receiving student financial aid for direct education
expenses. "

‘“ Manuals and Handbooks - . @ P
The Study Group recornmends that the Office of Education immediately
begin to develop, for tse in 1979-80 at the latest, an integrated set of®
guidelines or manuals to govern all student financial aid programs. This
should be done in cpnsultatjon with a committeé, composed of a.cross-’

- section of institutional respresentatives and OE Central and Regional

——-c Office representatives. The guidelires should provide direction on the

t general and individual aspects of managing all student ‘financial aid
4 programs. ‘ .

Financial Aid Transcript .

- ~
The Study Group recommends that thg Office of Education develop a
standard financial aid transcript for institutions to use in monitoring
. students' financial aid to assure that cumulative award limits are not
violated and to cemmunicate other needed information. ' .
. ' s )
Traginin i . .
N ’ - e T . WM g
The Study Grpup recommends thagjthe Office of Education stimulate'and
- guide tﬁzyfglopment of comprehensive training for-ail those involved in
the management of student financial aid programs. The training should
take into account the varying functions of the individuals involved, i.e.,
administrators, financial aid counselors, business officers, and non-
imstitutional aid personnel.
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Clarifying Responsibilities of Institutions ' T ' ‘
\ M RN

-

. The Study Group recommends precise definition of the responsibilities of
4 educatiepal institutions for the administration of stddent financial aid . .
) programs, especially BEOG, to end “confusion about *the institutions' -
responsibility for accuracy of data, the amount of validation required, .
the requirements to pursue repayments of over-awards;setc. The Group
recommends that a clear statement of institutional re€ponsibility become A
a part of the regulations. .- - :

National Assessment of Student Financial Aid Programs , .

The Study Group recommends that a major study of the student financial
aid programs be undertaken to determine the following:

L_"ﬁ“.wi'mé‘ther they are fulfilling their intended purpose,

. v = 7 2. Acthal and perceived barriers to.the equﬁe distribution of aid,
|

3. The ramifications of expected changes in the size of the eligible
popUlation and of likely changes in social security and other benefits,

4. The extent to which the student financial aid programs are shifting
conventional State and institutional funding responsibilities to the

Federal Government, - 1

—
el 3

5. Whether the financial characteristics of GSL borrowers have altered

with the establishment of new upper limits of family income and, if

" they bave altered, the effect on the available of loans for lower-

income families and on the need for additional grants and work-study
funds, . . _

‘ The fiscal and social jmplications of the growing number of
' "independent" students and part-time student qualifying for financipd
* 'aid, » L ' N . ‘e > =

7. The needs and problems of the non-traditional urban commuter
student, who is typically independent,.older, and a member of a .
minority group,

8. The general attitude of students, parents, schoals, lenders, and the
. taxpaying public 'toward the various types of financial aid programs
and the availability of aid funds to students, -~ ‘
9. The reasons that some *students who apply _fér and are eligible to
7. réceive BEOG's fail to attend a postsecondary institution, and

! Ny B ROt L
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10. The examination of "alternatives to the present programs and the
effects of these alternatives on-institutions and students."

The Study Group believes that studies such as those outlinéd above are
needed because student financial aid has grown to become one of the
. dominant factors affecting higher education today. Total aid to students

-from all Federal programs is now estimated'at more than $7.9 billion a
year.

%

R ‘Moreover, as the volume of student aid has increased, a substantial
-administrative structure ;has been created at every level. The Study
Group believes it is time to rethink the extent to which, and how,
financial aid should be provided and to rethink® the respective :
responsibilities, of the Federal Government, State governments, i
edtcational institutions, and students and ‘their parénts for sharing the '
X costs of education and training. Furthermore, increasing efforts must be

“directed toward analyzing the impact of the student aid on institutional .«
decision-making. i
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7 ELIQIBILITY AND PROGRAM CERTIFICATION:
- INDINGS AND RECOMMENDATIONS
~c .k‘ - ‘ h ~ [ ¥ ', .
' a * A. Intl' uctibn ', rd . s . ’ » T .

| One of ithe three major areas of study ijndertaken by the Study Group was
that of-determining the eligibility of students, educational institutions, .
and lenders arid the¥subsequent certification of educational institutions .
and lepders to participate in .the varidus Federal studeng aid programs.
The study included, &3 review of ‘the progesses of. determining basic
jgibility,. certifying eligibilfty fore program-. participation once 'bisic
eligibility is determined, mai ance of eligibility, and improved .

altern‘ti'ves to existing systems of eligibility determination. -

>,

An eligibility determination, ahd the following certif

some period. into the future.

\ s

n determina-

these determinafions\are va¥d, the

tion, assume that the approved par&can be depended upoR to act properly
: acts of the approved party need tobe monitored only petid8ically.
// . . : T - ’ o
N In its consideration of issues pértaining to institutional .eligibility "and -
certification, the Study Grolp has - been careful to- maintain sharp

distMctions among accreditation, institutiona} eligibility, and institu-

tional certification for participation in Federal programs. '

' ° - s

-

» Accreditation, historically, has been the responsii)ility'of"non-govern-~

N

méhtal accreditation groups.

The primary focus of the accreditation

0

* progress i§ the determination of educatio
is -8 necessary/ condition for institutiona

uality, Educ

nal quality

articipation in* Federal aid

programs.

Thus, students whosuse Federal financial assistance or incur

loan obligations to attend an institution should expect at least minimal
standards of quality in the institution's educational programs.
¥ ' ' .

Even thoughathe accreditation criteria include a consider

tutiomhi&ity, accreditation alone is not a sufficient g

I co'r,np‘gtence and’willingness 6f the institution to enanage Féderal aid funds
‘in"acc®rdance with the law. To protect imwn legitimate interests, the
Federal*Governfnent is justified in establisfhg qertification requitements :
to ensurg. the sound and efficient administration of Federa programp. '

- However, these requirements which are’designed t?/ ensure good program -

I

management differ in character .from

recydlre_'ments necessary to - g

th &)
datermine educational quality.” ﬁ
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. guarantee ag;:r?gs for student loans. The guar

»
4
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The Study Group has made eligibility/certification re mendanons

. related :to institutions, to students, and to lenders. The Study Group also

] considered the role of State dpproval agenc1es in the Federal student
fmanc1al aid programs. 3 :

‘»\
f'ﬁtatesare eligible for part1c1patxon in the GSL and SSIG prograrns if they
. _ agree to meet requirements set forth in the law and specified inf;Office of
. Education reﬁulatlons. Many State agencies are or will be ﬁnportant f,
participants in programs. ':Since there {is fmlte number of
potentially ellglble Wutes and, since the guideline®*dre stated in a direct
. manner, State eligibility is readlly determined. Eligibility is ensured if
7ro » the State agrees to perform in a manner acceptable to the Office of
Educatlon. ‘ . )

. , . B} -7 s
States' involvement is most pe'rvasivé in the SSIG program, where States
are designated as the responsible administrative organization. States have
also become heavily involved in the GSL piram, by establishink
tee agencies vary i
form in that y may a loan guarantee agencies which operate in
con;unctlon wNi a State holarship agencyy a division of a large State
agency {e.g., a State Department of Higher Education) a quasi-govern-
* ' mental agency or a‘private or public non-profit corporation within a State.
" In ofie instance a private non-profit corporation, United Student Aid Fund,
Inc., serves a number of States. States also have an option” to act as
fenders in#the GSL Pprogram on the same basis as other. types of direct,.
lenders and to have their loans 1nsured by the Federal Government.

Unfortunately, the Tack of uniform lendlng policies among ellglble State
guarantors is a cause for some concern. Amang States participating in the -
Guaranteed Student Loan Program there are differing residency criteria,
Woan limits, portability standards and levels of lender participation. In
some areas-Guaranteed Studeft Loans are not available through either a
- Federal or State or private- non-profit agency. There are also.obvious
differences in the quality, program performance, and service betweén
State administered and federally adfministered programs. The lack of
consistent pOllC)’ and.participation results in a condition whereby students
throughout the country are not assured of equal access to or flexibilit
their use of Guaranteed Student Loan Funds. Obviously, encouragem
of incgea - Stafe participation, program coordination, and
standardizat®n to the degree possible are key solutions to the problemsﬁ of

unequal access. —ﬂj ] . - .o
* . ‘ ~ L]
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The major responsibilities in the administration of Federal student aid
progrars focus on the.educational institution which the student attends.
The educational institutions directly administer the three,campus-based
progtams (SEOG, NDSL, and' CW-S) and the GSL program if they partis
jpate as direct lenders. They alsp have important roles in managing

nds under the BEOG and GSL programs.! Altogether, more than 8,000
postsecondary institutions of many different kinds, participate in one or
more of the programs. The Study Group has carefully examined the:
eligibility/certification processes and the mechanisms available to OF to
meaifor institutional performance in their management of Federal
financial aid dallars. * -

s

+

A determination of eligibility and certification uhder Federal aid
programs carries with it the responsibility for proper use of Federal funds.
Administrative responsibility for the largeéf amount of Federal aid funds is
dispersed among thousands™ of institutions; the authority to create
obligations against the Federal Gbvernment is held by thousands of
lenders; and the financial benefits of these programs accrue to millions of
students who must fulfill legal¢requirements for participation. The
process of eligibility and, certification determination is, therefore, crucial
to the integrity of the programs.

| - i - *




B. Institutional Eligibility/Certification

BACKGROUND AND ISSUES _ A

o
- > -

The issues involved in institutional eligibility/certifieation can be grouped
into several areas. First, there is a group of issues relating to the condi-
tions for basic eligibility/certification. for Federal programs. . The general -
trend has been to broaden the population.base of instftutions that would be °
eligible. In fact, until very recently more emphasis has been placed on

expanding the ndmber of organizations eligible to participate in the

“financial aid programs than on providing safeguards to protect students

dgainst improper institutional practices. Consequeritly, in recent years,

many institutions have taken on the responsibjlity for Federal funds for

the first time. This has strained the management capability of some and

placed on them a Federal .compliance responsibility which is not

adequately understood and which, therefore, cannot be adeduately

exercised. Until very recently, more emphagis has *been placed on

broadening eligibility for student financial aid pfograms by expanding the

numbers of organizations eligible to pa¥ticipate than on providihg

safeguards to prol.ect students\éga'mst unproper institutional practices.

Several requirements mus:@e met by an institution Which participates in
one orymore Federal finandial aid programs. The institution must meet

)oth the minimum eligibility requirements stated in each prografe's
a

uthorizing legislation and the requirements of the general legislation
applicable to ;aIl recipients of Qffice of Education funds.

The Higher Education Act of 1965 defines seven major elements of eli-
gibility. The institution must be one which: 1) admits as regular students
only high school graduates or which practices, "open door" admissipas; 2)
is legally authorized by its State; 3) awards baccalaucreate or advanced
degregs or two-year associate degrees-or includes non-degree programs of
at Jeast. six months duration leading to gainful “employment; 4) .is
appropriately accredited; 5) has operated for at least two years; 6) is in -
compliance\with the Civil Rights A¢t and the Family Educational R ghts.
and Priyacy Act; and 7)-does"net use Federal funds for religious or
sectarian purposes. ' -

¢ '

Since the intended ultimate beneficiary of the programs is the student, if
the institution fails to Yulfill its responsibilities, it is the studens whe is
harmed most. The best injerésts of the student and- institution may not
always coincide, and the, Federal Government has a particular responsi-

bility to ensure that stud@nt interests are upheld.
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The second set of issues is related to the progess for determining eligi- .
ility/certification. - These issues directly inovive the most sensitive .
questions of institutional autonomy and the limits of Federal authority.
This explains why the roles of the various parties in the eligibility/certi- .
fication process ~are subject to great confusion and considerable
uncertainity. The Study Group has viewed eligibility and certification as
two parts of a single process, and its recommendations reflect that view.
The eligibility process’ is a responsibility shared by the ‘Federal
Government, the States, and private accrediting agenciess On the other
hand, certification is essentially a Federal responsibility. : ‘
: . ! - ) T
By both tradition.2nd the will of Congress, the Federal Government does- ¢
not have the authority to assess directly the quality of institutional pro-
gram offerings.. , - Co
Nevertheless, the Federal Governmerit has a legitimate need for assyrance - -
as to the educational quality and probity of postsecondary imitutizws for
the purpose of determining their eligibility to -participate in Federal
~programs. - Consequently, the-Federal Government has relied upon States
and, especially, on private accrediting associations to fulfill this need.

Ordiharily, no school or college may exist- without a charter frdm the

-=‘State in which it is located. In most States where it exists, licensing

'reflects only very minimal standards. Some States do a conscientious job
of licensing. Other States“do not have an effective basic law, while still
others do not enforte existing laws. There is no common understanding of
the purposes . 6f State licensing, and State licensing alone is not an
effective or reliable indicator- or quality. It is entirely possible for an
institution to lose its license to operate a branch in one State while
continuing to operate in other States. Indeed, the other States may never
learn that the license has been revoked. :

b

- . The Office of Education's responsibilities for eligibility determination are

now lodged in the Division of Eligibility and Agency Evaluation.(DEAE) in

- the Bureau of Higher and Continuing Education. Basic institutional

eligibility sis determined primarily on-the basis of afcreditation by a
recognized accrediting agency or by one of the approved .alternative \,‘.‘.
methods, Since accreditation is presently the most significant
determining factor leading to a determination of basic eligibility, it is
important to understand, the procedures’ employed in the accreditation
process.  First, the accrediting agency eStablishes its standards for
accreditation which- include program quality. Secondly the applicant
"institution completes a  self-study which is used to determine its
comformity with the standards of the accrediting agency. Thi‘rdly, a

» N . .
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lview team of educaters designated by the accrediting agency visits the .
institution to see if, in fact, accreflitation standards are bemg met in
practice. If the review team is satisfied, the final step is for the
institution to be.listed as officially accredited educational institution.’ It
bears repeating here that accrediting agencies are most concerned with’
evaluating the overall quality of educational programs offered by an
institution and are neither adequately trained nor do they desire to
evaluate the capability of 'an applicant institution to properly administer
Federal student financial aid programs.

Increasing Federal reliance on private accreditihg agencies in the eli-
gibility process presents some problems. The most serious problem is that - -
accrediting agencies are private, independent, voluntary organization
fundamentally responsible to their member institutions. They have no *
legal responsibility to State or Fedesal governments; they are funded
entirely from their members' dues and application fees (they receive no.
ublic .funds, elther State or Federal); and their purposes do not
\Pz:essanly coincide with Federal needs. Accrediting associations are not.
latory or enforcemenf bodies, and they are opposed to being called on
tjssume responsibilities of a regulatory nature. This has been a source
of @riction and some confusion as Congress has sought means td achieve
greater institutional accountability for student financial aid funds. -
\ (
To make the problem more complex, institutions which are ndt accredited
may satisfy the accreditation requirement via other legal ave ues. These
include:
¥
l. Certification by three accredited institutions that they have
accepted transfer students or will -accept credits from the
nonaccredited .institution on the same basis as transfer from
accredited institutions (the "three letter" system); . >
2. Interim approval by the Commissioner's Advisory Committee on
Accreditation and Institutional Eligibility for categories of schools
which lack'access to a nationally recognized accredmng agency;

3. Specmc State agency approval; .-
a. Schools of Nursing approved under the Nurse 'I'raJmng Act (8
States); ) .

. b. Public postsecondary vocational schopls approved under the
. " "Mondale Amendment (12 States). Institutions approved by a
\%gt! agency recognized by the Commissioner under the
ndale Amendments as "reliable authorities" -are auto-
matically eligible for participgtion in all Federal student

. financial assistance programs; .

p ' | f
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4. Commissioner's determination of "satisfactory assur}mce" of
anticipated fyture accredxta.tlon by a recognized accrediting
" agency. : . : .

) \
These alternatives to accreditation are even less adequate meghanisms for
determining basic eligibility because none of them require on-site reviews.

When institutional eligibility status is confirmed, a letter is isswed to the

institution- listing those Federal programs and titlés to which the
institution may apply for participation. The institution must then apply to
and be approved for participation in each individual program.

Several problems arise- from the present procedures for eligibility
determination and certification for program participation. There is no
clear delineation between basic eligibility and ,certification for
participation in specific programs and the conditions whpch should apply to
each. The process of granting certification is cumberSome, resulting in a
significant paperwork burden for the institutions and the Office of
Education and leading to the possibility of confusion regarding programs
for which an institution is eligible. Given the ever-growing number 'of
institutions seeking eligibility for student financial aid programs, DEAE's
eligibility determination can be little more than pro forma.

- - . -

‘A third set of issues relates to communications among the organizations
with interests in accreditation and llglblllty The Study Group finds that
there is a pervasive problem of poor communication among the parties in
“the triad -- private accreditation agencies, State licensing and approval
agencies, and the Federal Government. The Office of Education, and
particularly the DEAE, is in a-strategic position to foster improved

. communications and cooperation. A fully developed communications

network on institutional eligibility and certification would include
institutional student financial aid administrators, concerned Federal

mut interest in improving the quality‘of postsecongdary education, and
this should previde the basis for cooperative efforts which can be achieved
without compromising the prior separation of responsibilities.

~

agenuc;'es’, and State guarantee agencies. AM of the parties have a strong’
1

A fourth group of issues relates to the area of momt‘ormg the performance

.of institutions which have been certified and determining their continued
“participation. As was mentioned earlier, the Qffice of Education does not
now have & unified procedure for systematlcally reviewirig institutional
performance. .

-
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In making decisions regarding continued funding, OF can review fiscal *
operations reports, but it cannot,verify the accuracy of the data sub-
mitted. Once an institution's program participation has been certified, it

is presumed to be performing adequately and recertification is per- 4 a

functory until or unless some contrary_ information emerges either throﬁgh
routine on-site reviews or audits of through special reviews or audits
triggered by a suspected problem. The Office of Education has been slow
and inconsistent in its response to complaints about institutional program
mismanagement submitted by gram offices, State agencies, and con-
sumers.  Regulations authorizggg the Office of Education to limit,
suspend, or terminate the partitipation of institutions (referred to as L, S,
and T) will provide a means for dealing. with problem sityations once they
are identified. s \(G ’
While the most serious problems do eventually come to light, sefious
losses of Federal funds apd harm to the educational aspirations of stu-
"dents may occyr before a problem is recognized. Worse, less severe
problems may go undetected year after year. biten the result of mis-
information or a lack of understanding, such problems can best be
addressed by improved communications, increased technical assistance,
and simplified and consolidated procedures. Hopefully, the implemehta- -
tion of the following recommendations will aid in promoting more
efficient and - effective management of Federal student financial

¢

assistance programs. . .
RECOMMENDATIONS '.,' N
Institutional Eligibility/Certification =

I-B-1 Two-Step Institutional Eligibility Process
» ®1-B-2 First-Step: Determination of Basic Eligibility

. 1-B-3" Second-Step: Determination of Certification
- I-B-4 Alternative Procedures for Determining Basic Institutional
Eligibility - ’

—~

. < .]-B-5 'Single Set of Requirements for Certification

_I:B-6 Formal Recognition and Appro;/al ‘of State Accrediting, Licensing,
Charter Agencies R \ . . -

- 1S
-

I-B-7 Strengthening St% Participation .
I-B-8 Information Network Exchange -- Basic Eligibility

I-B-9 Contracting Between Eli.?gi'bl‘e and Non-Eligible Irﬁtitutions
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[-B-1 Two-Step Institutional Ellngblllty Process: 1) Basic Eligibflity and
2) Certificate - '
——ﬁ

.~ 3

Recommendation
The Study Group recommendsva formal and complementary two-step
process for the determlnatlon of institutional eligibility to parti¢ipate in
. Féderal programs.

The first step is called "Basic Eligibility" which has the determination of
educationgd quality as its foundation. The Division of Eligibility and
Agency Evaluation would be responsible for granting basic eligibility
which would-qualify an institution of postsecondary education to@pply to
participate in one or more of the student financial aid (SFA) programs.
- h . |
The second step is called the "Certification" process. Institutions
possessing Basic Eligibility status must meet certification requjrements
to become eligible to participate in specific Federal stuHent aid
programs. The Certification and Complianceprocess would be the
responsibility of the Division of Certification and Compliance u; the new
Bureau of Student Financial Assistance (BSFA). (See III-B-1). In addition
to a review of an institution's practices with respect to both gei;’\eral and
program specific statutory requirements, the process would involve a
thorough and comprehensive evaluation of the institution's fesources,
lntegnty and capabilities in the areas of financial stabrllty” financial
management, program management, and consumer protectlon practices
as they apply directly to the institution's administration of tl?e student
financial aid program’s (See HI-E-1). . i
/
|
i

L.
Experience has shown that institutional program participakion based
primarily on basic-eligibility determinations such as the criterion of
education quality have been inadequate to preclude fraud and abuseH

- Rationale . N

Precautionary procedures and more stnngent certification requxrements
should be implemented before eligibility for progranf® participation is
-granted and Federal monies are allocated to an institution and its stu-
dents. Such procedures would protect the interests of the Federal.
Government, as well as those of student consumers, against potential
fraud and abuse.
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[-B-2  First Step: Detel:mination gf BasicEligibil,ity

: -

Recommendation - . . -

- r'e

The Study Group recommends continugd reliance by :the 'Diviéio_n of -
Eligibility and Agency Evaluation on the partnership between Federal
agencies, State agencies, and approved voluntary accrediting agencies in
establishing basic eligibility for educational institutions to participate in .
Federal student financial aid*(SFA) programs. The principal component -
of Basic Eligibility is educational quality. *+ . - )

-

-

State chartering and licensure, accreditation by a nationally recognized
accrediting agency, approval by a recognized State agency, and/or
recognition by the Commissioner are criteria to be condidered by DEAE
in the defermination of an institution's basic eligibility. -

Rationale o . B
DEAE has developed and refined thg standards that postsecondary
educational institutlons must meet in"order to meet basic eligibility
criteria. Institutional accreditation by-an approved accrediting agency is
one of the primary requisites for participation in*the Federal SFA
programs, and it is the responsibilityzof DEAE to grant approval of -
accrediting agencies who provide this important servicé. Various State
agencies play a significant role in recognition of institutions to operate
and offer postsecondary education. In sofme cases, this_is in addition to
the role of the voluntary accrediting agency, and in others, it is the
primary and only source of legal authorization and right to operate.

* Basic eligibility, as it is under the current system, would be the first step

in becoming certified to receive Federal funds and is of primary
importance because it is the only quality assurance of the product
(educational programs) to be offered to the consumer (student). For
quality assurance to be as effective as possible, there must be full
cooperation and coordination between the parties concerned. The DEAE
plays a key role in the process and provides a central point at the Federal
level to serve various Federal programs which need this assurance before
granting funds. ln%nse, DEAE's tole in granting basic eligibility
would not be altere co T =

o

" e

I-B-3  Second Step: Determinatior/1 of Certification

Recommendation

s

The Study Group recommends the establishment of a Division of Certifi-
cation and Compliance-within the Bureau of Student Financial Assistance
(BSFA) to be responsible for certification of ifistitutions to participate in
v
. . i * "l
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.Federal student assistance programs. (See lI-B-1). One set of factors in
certification determination should be related to the institution's ability
to manage student fmanc1al aid programs and to assume fiscal *
responsibility and accountablllty for Federal funds.

The qualifying criteria must include evidence of basic eligibility, a plan
for management and financial responsibilities, an ability to comply with
the requirements of SFA programs, proof of competent staff to operate ¢
the programs, and procedures for proper program management and
administration. )

Educational institutions seeking certification for participation in one or
more tof the SFA programs shall submit one formal application for
certification to participate in specific programs. The -Division of
Certification and Compliance of BSFA will process the application and
may arrange an on-site review of the applicant institution to conform
compliance with established criteria.

Certification shall be finalized by the issuance of a letter of certifi-
cation and the receipt of a signed (notarized) participation agreement
from the applicant institution. Thi$ process will take the place of the
multiple "terms of agreement" currently issued by the several SFA
programs. It is recammended that there be an annual review for the—
renewal of certification. A change in ownership will require an immedf-
ate and thorough review.

Certification may be denied or deferred. in such-cases, the applicant
institution will be informed of prescribed procedures for appeal of
adverse decisions. .

‘ . . A )
Rationale

Pu -

Efforts must be made to insure that the institution has the capabilities to
operate SFA programs and has be€en made aware of all rights and
responsnbllmes. These actions would be a major stép in the preverntion of
misuse, abuse and fraud. These actions will put emphasis on the front
end of the process to minimize or eliminate theproblems that have been
encountered in the past. - £ e
The compliance area of the Division of Certificafion and Compliance wil}
be responsible for the direction and coordination of on-site reviews of
institutions to ensure their compliance with program policies and
regulations and to.assess their financial and management operations.




L

Coordinating the certification to participate in the programs with the
compliance function will add strengthen to the process by giving more
recognition to the management and administrative responsibilities
inherent in these programs. It will also allow emphasis to be placed on
the new enforcement procedures provided by the L, S, and T authority

* which, to a large extent, will be carried out as a result of compliance

actions.

-

- ~

I-B-4  Alternative Procedures for Determining Basic Institutional

g Eligibility ’

Recommendation

The Study Group recognizes the need for altenative procedures to
determine Basic Eligibility~because,, for various reasons, all institutions
are not presently served by an approved accrediting agency.
Nevertheless, the Study Groups has serious reservations about some of
these alternatives,

- ? .
I. Three Letter Proceduse : .

The Study Group recommerfs thag the current "Three Letter Pro-
cedure" (letters from three accredited institutions stating they filf
actept »transfer students and credits from the institution seeking
eligibilify, prior_ to accreditation) be discontinued.  Should the
Comissioner deem this alternative to be necessary, then it is
imperative that additional controls be added to the procedidfe to
provide appropriate safeguards to insure integrity.

2, Commissioner's Approval

Y

The Study Group recommends continued operation of the procedure
for interim approval by the Commissioner's Advisory Committee on
Accreditation and Institutional Eligibility for those institutions which
do not t‘&"e access to a nationally recognized accrediting agency.

Statutory authority for interim approval is prese'ntly provided only
with respect to the Guaranteed Student Loan Program. The Study
Group recommends that legislative changes be made-as necessary to
authorize the approval of eligibility to participate in other ‘student
aid programs for institutions that do not have access to accrediting
agencies. - )

3
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3. State AgencamApproval bf Public Postsecondary V:)cational Schools .
and Nursing Schools , e ;

a. State AgeLﬁCy Approval of Public Postsecondary Vocational School: ,
The Mondale Amendment (Section 438(b) of the Higher Education
Act of 1965 as amended by Public Law 92-318)requires that the
Commissioner plblish a list of State acgrediting agencies which |
'have been determined to be reliable authorities regarding the

quality of.'public postsecondary vocatienaN educatidn in their

respective States for the purpose of determining eligibity for the

Federal SFA programs administered by the Offlice of Edigation.

tate Agency Approval of Nursing Institutions “~__

Ll
J

*

\ 7

\ The Study Group recognizes that under P.L. 88-581, Nurse Train-
ing Act of 1964 as amended, nursing schools (generaly not
¢ affiliated with+«a college or university) may be declared eligible
: through State accrediting agency approval.

The Study Group recommends inued operation of the

procedure by which the Co ner recognizes State

accrediting agencies that approve the quality of training offered
\ in these select nursing schools.

4. Commissioner's "Satisfactory Assurance"

In the past, there has peen a need for the.Commissigner to provide

) the alternative,"gétisfactory assurance” for institutions that did not

/\ﬁt under any other approved process for determining basic eligibility
status. ‘

-

. ~Fhe- Study Group recommends that this alternative proégdure be used

rargly and only when an unaccredited institution can not be
accommodated through any other available procedure. -7

‘Ratiopale

All postsecondary educational, institutions should have access to a

proCedure which will determine’ basic institutional -eligibility. However,

the procelses by which alternative accreditation procedures are used as

- part of the determination of basic institutional eligibility require better
‘ definition to insure that all institutions are treated equitably.

’ . / .
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I-B-5 Single Set of Require‘r’nents for Certification

. —
Recommendation - ‘ N ..

Wy ’ men«,m '/;': {,"1‘1 N )

The Study groﬁp recommends that, to the extent possmle, certlfxcatlon
'requmements be standardizéd.

.

'Ranonale L y

.

When institutions participate in multiple programs, simplification and -

improvement in the consistency of certification approval actions is a
necessity. A single institution should be able to meet many of the
certification criteria for ch of the SFA programs by meetmg a
common set of requirementsg Such action would furthgr ensure that all
institutions, regardless of trlovernance strycture or ,type of academic
program, would be treated uniformly.

-

L
-

I-B-6  Formal Recognition and Approval of State Accredmng, Licensing
.-and Charter Agenc1es . .

Recommendation . - :

’

The Study Group recommends that State adcrediting, licensing-- and

charter agencies be recognized and utilized by the Commissioner ‘of
Education as supgortwe resources in the same manner as private
accrediting agenci®s. Identification of these State accrediting, licensing

and charter agencies should be publlshed and dlstnbuted nationally to all

¢oncerned.

-

Rationale -

It is necessary to give recognition to the important role that State
agenCies can play in making the determination of basic eligibility.
Various agencies have this responsibility at the State level; therefore, it
is of vital importance that a communication hnkage be established and
maintained. An approyed list of State agencies could serve as a
foundation for such a communication network. . ®

"y
y

. - I1-B-7 St;’engthening St;teI Participation

-

Recommendation \ .o - g :

\ -
v .

The Study Group recommends that the flce of Education strengthen
the roles of the State accrediting, licensingwand charter agencies_in the
process of granting basic eligibility where rehance on their approval is
the basis for grantmg basic eli xbmty. Sy .

e . * ~ ' : '
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o Rationale’ : . 7 . . ‘ @
In gene@l ‘the State role in accreditation and llcensure is limitéd to
" those areh"s where yoluntary, - accrecfmng agencies are’ not available., o
However, it also enhancés or acts in areas supprotive to the other parties
__in the process. Each partner. in. this process should play a defined role
Wthh is not duplicativeof anoth\er. 3 .
-It is to the benefit of all the partners - Federal, State, and pnvate -- 10
~ Lwork together in a non-duplicativé manner to serve the goal of prov1d1ng
w . quahty postscc,ondary education. The Federal Government can assist in
- reaching this goal by recogmzmg and strengthemng the $tate role where
p necessary. - > -

= -

- . L. - A : . - .
- ‘ [ Y . a -
I-B-8 Information Netwokk Exchange -- Basic Eligibility . -

-

P 'Regor’nmendaticn
' H - ;.. o

‘ - 4 The Study Group recommends the establlshment of a fprmal natlonal
' information exchange network relatlng to basic eligibility issues which
~ would be .coordinated by the DiVision of Eligibility and Agency
) Evaluation: This network would include national accrediting associations .
which_, meet minimum standards established by DEAE for ‘uch

. assaciationss State accrediting, licensing, and, charter agencies; the:
\ ~ Federal Trad® Commission; the Veteraps . Ac(mlmstratlon and State

Veterans Administration Approving Agencies; and similar organizations.

[N .
» R Y

Rationale e ) . ,

» { : .
{ Clear lines'of communication are essential in coordinating systems
o operations. The Division of Eligibility ard- Agency Ewvaluation should
continue to rely heavily upon external sources for information regardlng
the quality of educational offerings at specific institutions. Accrediy -
Q- agencies could perform the evaluation funktion. ~State licens
- accrediting ‘and charter agencies, the Federal Tradé Commission, ,the
’ Veterans Administration and State Vetergns Administration Approving ..
Agencies, and similar organizations could be solicited for available
information regarding applicant-institutions. Decisions re i si
eligibility then could be made from a campllatlon of,nnfcr
available to DEAE from all of these sources.

L
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In addition, as part of the determination of basic eligibility DEAE will
plan, implement, and direct an information exchange network for the
purpose. of facilitating communication between these agencies and
associations, both public and private, It is-anticipated that the formation'

‘of such a communication network .would facilitate better and more

timely decision-making by all of the agencies and .associations involved
and thus help to prevent fraud and abyse. ' ‘ '

.

1-B-9 -Contractiﬁg Between Eligible and Non-Eligible Institutions

v ‘ LT

Recommendation

Rationale ’ . . . -

: , , . .
The Study Group recommends that the Commissioner promulgate specific
regulations. which would limit and control the educatonal services that
are contracted between a non-eligible institution and an institution with
Basic Eligibility. . .

)
It is come to the Study Group's attention, that, as a result of contractual
arrangements between ineligible institutions and institutiorts with Basic*
Eligibility, some students are receiving Federal financial assistante to

‘meet the costs-of attending an ineligible institytion. The Study Group -

believes that such arrangements are not’in keeping withfthe intent of
Congsgss and urges the Office of Education to ‘take immEdiate steps to
correct this dangerous loophole in its basic eligibility®rocedures.

- . -

-
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‘ . student eligibility: citizenship, need, good standing, and enrollment. To

’ straxghtforward, the Study Group has found that there are some signifi-

" Therais no single accepted metho‘d for institutions to determine student ,

P

- The determination -of* the

States or be in the United States for other than temporary purposes and

the a1

Y

C. Student Eligibility

BACKGROUND AND ISSUES T

mediate-step to the delivery of the services of these programs to stu-
dents. Each of the millions of students involved must meet a variety of
requirements in order to.receive aid from specific SFA programs.

Federal student financial aid programs have four basic criteria for
be eligible for assistance, a student must-bg a national of the United
be planning to become a citizen. The student must need the amount of
or she receives. The student must be considered to' be

mg good academic standing apd must be enrolled at least hau-
Ithough the wording of e criteria varies slightly from one

main

time
prbgram to another, most of the concerns of student ehgxbxhty cluster

under’ these categories. Even though these criteria

appear

cant problems in their practlcal application hbecause of a lack of clarity
in and a lack of consistency” amdng the defintitions used by prograrms, and
because of gmbiguities in the use of key concepts.

The citizeffship requirement presents fewer-issues than the other three
Criteria. determination of citizenship is easily made for natural-born
ized citizens. However, when students who are not ‘United
itizens apply, there are some inconsistencies regarding the
treatrent of the various fypes of visas issued Ay the l'rnmlgratlon and
Naturalization Service.

The criteria of_student need presents several major concerns regarding _ *
both educational.costs apd student resources. The- difference between -
the student expense- bexdget and expected individual er family contri-
bution determines the extent of the student's financial need. It is this
need which must be met by grants.er loans uhder institutional, State, or
Federal aid programs.

Iy
- 7

expense budget. While-there is a’reasonable consensus among ‘student
fmancnal aid admln;,s%ratorsas to the basic components of educational
cost, there is & lack of agreement as to how to treat all of the variables.
which enter into each corhponent. Some budget components “allowed for

i

~eligibility of Wmmm_ . ;
- Federal' student financial assistance (SFA) programs-is--enly an inter-" -
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| particular students.’ - - - .

N - »
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by one program m‘ay not be allowed for by others. There may ie .
differences betweep an institution's budgets used for, State programs and
those used for BEK&. It is-possible for institutions to manipulate student

. experse budgets &nd award financial 'aid in order to recruit or retain

e ————— e e e S e X o

the expected financial contribution of the student and/or his or “her _
parents. There are nine approved analysis systems dr variationg of
systems which may be used in determining student financial need. Some
#0f these systems produce markedly different results, asituation which js
. an obvious source of confusion for students and their famlies.

( There are even more controversial issues’ regarding the determination of

One particularl‘y serious concern is the. definition of the independerit
(self-supporting) student. For purposes of Federal, State and institu-
tional student financial assistance, an independent (self-supporting)
student is usually considered to be one whoe ’
. - . A
. Has not and will not be claimed as an exemption for Federal income -
tax purposes by any person except his or her spouse for the calendar
year(s) in which aid is received and the calengér year prior to the '
- academic year for which'aid is requested - T
2. Has not received and will not receive financial assistance of more
. than $600 from’ his or -hepr parent(s) in the calendar year(s) in which’
aid is received and the calendar year prior to the academic year for
which aid i$ requested; and- N
. , . -
3. Has not lived or will not livé for more than two consecltive weeks in
the home of a parent dyring the calendar year in which aid is received
and the calendar year prior to the academic year for which aid js
. \ requested. . j . )h
“——Most Federal student financial assistance programs -are based on an ¢
assumption that most postsecondary students are dependent upon their
parents for the majority of their financial support. Héwever a large and
growing percentage of postsecondary students is independent of parental
support. The proportion of students receiving benefits under Federal
student financlal assistance programs who are independent of parental A-
support now has, reached 30% and continues to rise each year. There are
many reasons for this shift away from the traditional pattern. The
present postsecondary student population is on the average older than has
been historically true. The. mean age’ of postsecondary students has
significantly increased as more students defer entry into postsecondary
B .

: )
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education or cheose to reenter education-later in Ilfe. ‘AS the ehgxbmty '
to participate in Federal student financial assistance programs has been ;
extended to additional types of institutions, greater numbers of older |
students have become eligible for the programs. There .also has been a

‘v general :trend in American society for individuals to’ assert their .-
——independenceateartter-ages:—The vojing age-has been-reduced-to-18;and — > ——"——

many Stateshave recently reduced the legal age of majority. .
The need analysis systems used in financial assistance also create
incentives for students to assert their independence. The amount of

» financial assistance to which anvmdependent student may be entitled,
baséd only on his or her limited income and assets, is ‘usually far greater
than that of a dependent. It is difficult or jgipossible for the Federal
Government to vefify the accuracy of mforrgion provided by students
to support their claim of independent status. The problem is that stu-
dents from middle or. upper class families who successfully claim
1ndependent ‘status will almost certainly have financial need and will be
in competition with students-frém poor families for limited student
financial aid funds. It seems clear that the concept of the independent
student needs to be reexamined,

s

.

Anothet area -of emerging problems con:erns the treatment of part-time
stygdents.., The postsecondary student population Includes increasing } .
~._numbers of part-time students. Determining their need for assistance,
- ==, {and the amount of assistance to which they should be entitled, involves
considerations which are significantly different fr those for full-time
students. The present laws and regulations attempt to deal with, the
situation of the part-time student, but faff short of clearly definifig and J
addressmg the special problems and needs of part-time students.

Another group of issues concerns the definjtion of good standing. The -
Congressional intent is that student financial assistance funds be used to

assist the student's ongomg costs of education. This intent is violated

when students enrolled in postsecondary institutions_receive their grant .

or the preceeds of a loan, and then drop out and use the funds for other —
purposes. There ha%e been instahces where students have repeated this

- pattern term after term, thus converting the programs into a form of

- general income assistance rather than educational assistance. Another
form of abuse occurs when students receive financial assistance based on ;
full-time attendance, and then reduce the academic load to a part-time /\
level without reporting the fhange. s "‘?;
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.Congress, concerned about these problems, included in law a provision
. reduirjng that students receiving aid under programs of Title IV of the

Highe(aEducation Act maintain satisfactory progress in’ the course of

study ‘pursued in keeping with the ,individual institution's standards. .

Institutions,not having standards of satisfactory progress will be required --
-~ —to-develop-and-adopt such standards.~At-the time of -writing-this report, -
no final regulations to implement this provision for the NDSL, CW-S,
SEOG, and BEOG programs have been published.

s

Another set of issues is related to determining and verifying enrollment .
status. This may appear fo be 4 simple procedure: a student is either -
enrolled or not enrolled. It ig not so simple, however, when one con-

siders such increasingly common situations as the work-stidy student :

working  full-time away from campus, students enrolled in
correspondence programs, or students in external degree programs.
Continued-enrollment is not easily determined withgut taking class
attendance, a procedure many educational institutions fail to take.

BN Finally, the Study Group addressed the issues related to the way in which -
student “financial assistarlce is packaged by the educational institution.
Too often, assistance is made available to students on a piecemeal basis,
rather than as part of a coordinated paekage which takes  into
ddnsideration’ the student's total need.’ This problem is often complicated
by a lack of coordination among the funding schedules for Federal - .
programs, buf institutions also bear a Tresporsibility to develop and

implement a clear policy and process for-packaging student financial

assistance from all sources..

o
-

The determination of student eligibility for various Federal student

+ financial assistance programs rests with thousands of different
individuals~ in State agencies, educational institutions, and lending
institutions. These individuals need to have logical, clear, standards of
student eligibility which they can apply. On the other hand, efforts -

. should be made to ensure that a student can anticipate with reasonable
» certainty whéther or not he or she will be eligible for financial
+ assistance, the general amounts, the terms, and whether or not funds will
continue to be available. Only then ‘can a student make rational
decisions within the wide range of postsecondary alternatives. The
Federal program monitor or auditor likewise needs clear standards of
student eligibility in order to determine that only eligible students are.
being served and that the benefits*of the programs’are being provided in
accordance with the law. To the extent that definitions, criteria, and _

“ guidelines aré unclear or ambiguous, there is a possibility for intentional
" or unitentional manipulation in their interpretation. *
- L '
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RECOMMENDATIONS -
‘ -
Student Eligibility
1/ ' .
L J-C-1—Common-Defintion - - -- : ;
. s 2 i .
" I-C-2 Clarification of Terms , , ’

.I-C-3 S;udent Expense Budgets
. I-C-4 Defining the Independent (Self-Supportin'g) Student.
\ - [-C-5 Use of Need Ana;lysis Systems for Independent Stu?é\ts A
/ I-C-6 Equitable Packaging Procedures

"

I-C-7 Progress Requirement

I-C-8 Duration and Funding Limitations for the College Work-Study.
. Program

.
*1-C-9 Part-Time Students

- i e - oy “os o= g
-

Z: " ° " *1-C-10 Cdrrespondence School Students

I-C-1 Common Definition

Recommendation -

The Study Group recommends that statutes should be amended to make
qualifying criteria -for determining student eligibility consistent for all

student financial assistance programs. '
L} * ~ -
Rationale - AR ~

. 1 - ‘
The Study Group believes that many of the existing problems involving
student financial assistance can be resolved if legislation and regulations
contain a common fundation for qualifying who is-eligjble.
i / — .
* It is the Congressional intent that student financial assistance programs
b& compatible and complimentary. Fer, this reason, eligibiﬁ'ty criteria

must not be contradictory. .
v L ‘
. \- W Y .
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I-C-2 Clarification of Terms

Receqmmendation

The Study Group reeommends that statements-such as "very needy", and
ngréatest need™ which "are current found in specitic program tegistation & -~
be eliminated dnd replaced with a single term "needy." If However,
specific degrees of need are intended by Congress, these differences
should be more’ precisely defined. '

<
-

P

Ratienale

The interrelationships between the Federal student financial aid .
programs need to be clarified, The extent to which the programs serve

- either similar or different clienteles needs further elaboration, and the
current statutory language provides little assistance.

I-C-3 Student ExpenselBudgets

~

Recommendation

1. The Study Group recommends that the OE support the development
. and publication of a manual of budget construction for use by the - °
financial aid community. The Study Group suggests that this publica- -
e wn= " tion inlude inf8rination.gnd standards on: - e

[ 4 )
a. Allowable budget components and a definition of each component;

b. Rationale to support the inclusion of deviations from-the-normal
budget components; » -

¢. Adetailed description of allowabie budgets for various types of
students (i.e., graduate, part-time, career, di§advantaged, etc.);

d. A recognition sof differences in-budgets caused by gedgraphic
variances in the cost of living;

-~

e. Agreement on common methodology for l;udget construction; “

,_/.1 *and -
. : . 3
f. Means of training student financial aid officers in budget con-
* struction.

2. The Study Group recommends that institutions of postsecondary *
education be required to use student budgets in making awards which
- are consistent with. those published in the institutionat literature.

[
[l
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Rationale )

It is difficult to address the eligibility?\triteria of. "need" without
exploring student expense budgets. Need is defined as the difference
between the cost of the education and the family resources which can be

applied against that cost. Cost is made up of various budget items.

Much energy and time have been devoted to studying and testing need
analysis systems with the objectives of increasing their precisioh and
equity. Little research and effort has been devoted to the development
of standardized student @xpense budgets.

To permit budgets that are too high, is to permit many dollars in overs -
awards to students. Moreover in fund applications based on aggregate
cost not regulating and standardizing budget items results in grossly
inflated requests.

In recognition of the problems outlined above, the Study Group
recommends, that OE grve consideration to the results of two conferences

_on this subject sponsored by the XMidwest Association of Student

"

‘werer>

Financial Aid Administrators and the National Association of Student
Financial Aid Administrators. Broad issues discussed at these meetings

-

1. The parties. who shouid-detersmine budgets - the donor, the institution,

the State or the Federal Govﬁ'nment, etc.;

Debates as to whether budgets should be adjusted for different life
styles, or low-income students-should receive aid based on criteria
differing from the norm; '

3. Acceptable méds of budget construction; and

4.

A

Essential budget components.

¢

A work plan for the C)nﬁrénces designated six different typés of stu- °
dents: undergraduate; graduate and professional, non-traditional, dis-
advantaged, career, and part-time. " For each ty the conferees

b

" attempted to: describe the student, determine how e4ch student charac-

teristics impacts on each budget component,’ describe the allowances
which should be made for unique cjtcumstances, and attach a dollar-cost-
figure, or average or range of fjgures, to each component per type of
student.  Additionally, the conferees. discussed the methodology of
budget construction, training of the financial aid-officer in budget con-
struction, budgeting of Federal 1id dollars, and economic standards of
budgeting. '




. The Study Group believes that the results o} these discussions may pro- *
) vide a base for agreement between OE and the ffﬁ_ancial aid commuhity.

-

I.C-4 Defining the Independent (Self-Supporting) Student -

Recommendation - S -

The Study Group has concerns about the definitions of independent (self- ,
supporting) students. In order to prevent program(s) abuse, the Study
Group recommends both a réview ¢f the problems represented by this
student categary and immediate “steps to resolve them. '\

-

Rationale . . - )

The Sfudy Group is greatly concernedsover he’ dissolution of parental
contribution to student support apd the growing .numbers (now 30 per-
cent in BEOG) of indepehdent (self\supporting) students. The problem of

status, etc., has been Considered. iACe other active and persistent
efforts are being made to define the, category of indepeddent students,

than to attempt to develop another solution.’

[ -

1-C-5 Use of Need Analysis Systems for Independent (Self-Supporting) -
Students . .

Recommendation

Regulation® should be promulgated to prohibit the practice of including a
living allowance in the budgets for independent students* when the need
analysis system has provided-for such an allowance before determining a
student's contribution. When using this type of need analysis, only djrect
educatio_n%l expenses should be permitted as budget cost items.

-

Rationale * Coe
Currently approved need analysis systems for (self-3upporting) students
calculate a contribution for direct educational costs ofly. A portion of
the student's income and assets Kas 'been protected in such systems to
provide for other experises including those™ for his or her “dependents.
Therefore, inclusion of additional maintenance costs in_the student's
- -y - o

’
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. tightening the definition through a MNore stringent rule of age, martial _

"the Study Group has agreed to indicate its support of thosg.-gfforts rather *

-
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- —--law and stil be within his or her understanding of the law's literal intent,

" Recommendation

budget, also based upon family size is duplicative and, when used, results
i),overawards. For example, since the BEOG system is an approved
“needs analysis system for independent students, its limitations need to be

clearly specified by OE. If this action i§ not taken, the less sophisticated

financial aid administrator may be in serious-violation of the spirit of the

-

I-C-6 Equitable Packaging Procedures

Recom;_r_)endatiog

The Study Group recommends that institutions be required to define and
publish financial aid packaging procedures in ,their administrative
policies. The establishinent of fair and equitable aid packages by insti-

tutions, taking into, considgration all available fuhd(s), sources, should be

encouraged by OE. " 5. - ‘
Rationale . . \\\ .

Several approaches to more uniform packaging practices have emanated
from a number of recently released reports from the Office of
Education, * prominent educators, and professidnal financial aid
conferences. Most of their approaches fall short of recommending
precision or complete standardization because of the vast-.différences
among institutions and the amounts of grant and self-help aid available.
The implication persists,, however, that standardization is an ultimate
goal. It is the opinion of the Study Group that abuse can be controlled
and equity achieved through training efforts which OE should foster, but
without the direct imposition by OE or others of rigid packaging
regulations.

<
I-C-7 Progress Requirement

S .o, . .
- The Study Group rpcommends the establishment of a requirement that a
student must successfully complete a minimum number of credits or the
institutional equivalent in an academic year in order to be considered

-

)
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Rationale L, 0

There is undue ambiguity in the delifieation of conditions that will result

in continued student eligibility for financial aid in a subsequent academic

year. There s a need for tighter regulatory guidelines pertaining t@

satisfactory progress for the receipt of Federal student aid funds. 730

Additional regulation is needed so that a student who ‘continues to be

enrolled but does not successfully complete work can be denied future -
aid awards.

. -
-

I-C-8 Duration and Funding Limitations for the College Work-Study ‘ A
Program ~

.7

*

Recommendation , i . -~

The Study Group recommends that legisldtion define distinct periods
and/Wr monetary limitations during basis and advanced periods of study.
Basic and advanced study correspond with undergraduate and graduate

_ course work or initial and advanced certification, respectively. . e \1

Rationalé

2. Clearly established student.funding limits are essential components for
" the allocation of funds. Such limitations, both on length of eligibility/and
the dollar amountgyf eligibility are required 1) in order to,.élimi

* potential abuse, aMd 2) to ensure e§uitable treatment of full-time\ and
half-time students. ‘ A\

|3
- -

,\&

W

[I-C-9 Part-Time Students -

Recommendation - CL / .

The Study Group recommends that OE initiate research efforts related to
financial aid to part-time. students. Such research should attempt-to

Ve assess the long-range impact of part-time students on postsecondary
education: their goals, age, and demographic "characteristics. Such
research also should assist in clarifying definitions, in testing the
necessity of a separate need analysis system, as well as in exploring the
educational opportunities available to this group of students.

\ . ~ = “. ’
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' Rationale C ] / S-\

The Study Group-has received testimony from several sources suggesting .
that the part-time studerit has special'needs and require a different type
of "need" analysis.. While some costs are similar to those incurred by
full-time students, the extent to which earnings should be applied to
assist In defraying such costs remains ambiguous and requires resolution.

The broadening pool of persons eligible to receive Federal student aid
through extending’ eligibility to part-time students may have serious
impact on the availability of funds for the full-time student. There is
some contradiction between meeting the original Congressional /
objectives of access and the more recently pronounced concerns for life-
long learning and enrichment.

In periods of tight money, whén colleges and universities must establish
priorities for the distribution of financial aid funds under their control,
should full-time students be given a higher priority than part-time stu-
dents because they may be generating more income for the'institution?

‘ ‘ — .
Although much has been written about the need to support the part-time
student, sufficient data is lacking to judge whet part-time students
need more assistance and whether they are )?{fg( adequately seryed.”
Data should be gathered and artalyzed in the following areas: .,

1. Phe purpose of the part-time student’s \educational pursuits -- to fill
leisure 'time, enrich life, develop employable skills, etc:; “

2. The age. and social background of students;

3. The employment and earning power of part-time students;

n !
4. The length of educational experience;
5. The course work phrsued;

6. The meeting of educational objective§ by part-time students;

7. The circumstances relating to a part-time student becoming fult
time; angl

. Y 4 - ’
8. -Alternative gfiethods of determining financial need. {,
‘ ‘ : - 4 - . A.
D . . T ,
d o ' ) ‘ *
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s ® and mmpus-based programs. However, many definitions and pr&:edures

Yoo o
1-C-10 Corrddpondence Schéol Students -
. -~ )

- t * -

-, Recgmmendation T F - . . o
. - . _

The Stuoy Group recommends that the Office of Education should -

. reassess programs of student financial aid to correspondence school o

students since" appﬁcaﬁgn of existing. regulanons is n9t.appropnate to -
them., The Study Group believes that in no event should correspondence
. school studdnts receive Federal student fmancxal aid funds for expenses -
beyond the direct costs -ofveducation. :

. bl .
fcs *
Bﬂo__ nale .

-~

Students enrolled in correspondence schools are eligjble for GSLl’i BEOG.,'-J -

appropriate for 'non-correspondence institutions are inappropriate for the
- home-study. institution. Before the eligibility criteria of a half-time
student can be met, there must be a definition of what constitutes half-
time. Before the cost of education can be determined, there must be
agreement on AQe allowable items of cost. Questions -regarding what
constjtutes enroll rent, what-constitutes good stand‘ng, what resources
should be available to the home study student for his or her education --
all complicate OE's abmty to )udge between proper uge or misuse of
funds. f :

*
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BACKGROUND AND ISSUES S

¢

+  Two of the six programs, GSL and NDSL, involve andther type of-pérti-‘

cipants, a lender. .\In the case of GSL, the lender may be either a fin-
ancial. institution, regulated by State and/or Federal authorities, ‘or a

. ..hon-regulated institutign; like: a college, or an insurance firfy Loans are'
- .C-?ade from the lender's own capital, and are guaranteed by the Federal
overnment or State or private non-profit‘guarantee agency. In the case

.-, _ of NDSL; a school dends directly to its students frgm a fund which it

administers but 90 percent of avhich has been sprovided by the Federal
« Government. . . /p v

s V-

- Although the source of. tfe loan pMhcipal and thestype of organization
- seyving as lender may differ, many f the same considerations apply t¢

for Federal in accordante with the changing requirements of

lenders underrg programs. Lendefrs must-manage and be accountable .

Federal law aM®regulations. They must determine borrower eligibility,
manage portfolios of student loan paper which may remain outstanding
for up to 15 years, and take steps to secure timely repayrgent of loaps

*7. and minimize loan defaults. These are major reésponsibilities which differ

—
.ﬁ‘

+ --~bothr-regutated—-andvnon-regutated—tenders:

""

- 1y
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- significantly from the responsibilities involved in administering grant
programs or work proggams. The. suceess of theséWFederal student loan

programs depends on well the responsibilities are exercised by thé .

~  thousands of lenders involved. .o

-
— -

¥  The i%ues involved in lender eligibility can besgrouped iuto several broad
areas. First, there is a grqoup of issues relating to- who should be
permitted to participate as.a lender in Fedgral loan programs. Lending

hds historically been a functionof regulated financial- institutions and,

, initially, only these institutions could act as lendars ip-e GSL program.
However, later changes’fn;‘the program ‘permitteg/the participation of

i ) lenders include

banks, savings and loan associations and credit unions -- businesses whose
‘- primary purpose is to fulfill a lending and money-management function in

‘accqgdance with State and Federal banking.laws. Non-regulated lenders_"

+ include educational institutions, life insurance companies; pension funds,
etc. Educational institutions compromise®the majority of nen-regulated
lenders jn the Guaranteéd Student Loan Program and loan the vast

majority of funds &)mmijtte/'d by non-rggulaied lenders, Educational -
institutions are, of course, the only lenders in the:NDSL program. Even-

though the same ihstitution may serve as a r both in the GSL

« - program and NDSL program, it miust m’eet distinct criteria to participate

* " in éach program.
A -
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* . Different processes are followed fpr approval of regulated ‘and non-

regulated organizations to serve as &SL lenders and for monitoring thelr
performance as lenders. ) . g
'!‘-listoricale, approval of an applicat,ic‘)n fom a regulated lender was pro
forma. Under the Federal Insured Student Loan (FISL) Program
cogporient of the GSL, thé financial institution cornpteted OF. Form 1]56

(Lender's Application for Contract .of Federal Loan Insurance)-and -’ .

- *forwarded it, tQgether with a current statement of financial condition, to

*

-

the Diyision of Insured Loans (now the Office of Guarapteed Student
Loans)- in the Office of Educatian headquarters. The Contragt of
Insurance (OE Form 1182) and a six-digit lénder identification number
were forward‘y to the ap.p{ican't, and _the financial institution becamie an
eligible FISL lender. In} 1974,” the processing of applications from
regulated lenders and the issuance of the Contract of Insurance were
among the functions transferred to the ten HEW Regional Qffices.
However, the aithority to issue Federal Contracts of Insugrénce to fin-
ancialNnstitutlons operating in guarantee agency States was retairied in
the Central Office. . . : : '

The agtivities of regulated GSL lenders are monitored by the’
Performance Council (within the Central Office of the Guaranteed
Studenf Loan program) which annually réviews a Call Report which
regulated ¥ndess are required to submit and which reflects the condition
of their student loan portfolips. Particuldr attention is paid to the
lender's delinquency and default rates. If it is determined that a lender
is experiencing difﬁculti&s‘ the Performance Councii. may call these
concetns to the lender's _attentiongand attempt to remedy the situation.

When warranted, lines of credit ar€ established. ~ - . .
- - - v -

-~

In the case of the State guarantee program option under GSL, each
garantee agency must becomé “eligible under broad Feder_al ggidehnes.
é he State guarantesagency then receives nd approves applications from
in the same Wlanner as does the Federal
rantee agency States. The State guarantee
for monitoring the performange of their

regulated institutio
Government_ in nom-g
agencies are responsib

+ participgting lenders.

\:Educational institutions and other non-regulated organizations seeking

« approval & GSL, lenders follq'w a different process. Initially, no author-
ity existed to allow for a review of any lender's application. .Schools -
requesting lender authority were simply i$sued a Contract of Insurance

without. any review of their financial or admiristrative " capability.
Howeyer, in response to.maunting problems with g | lenders, new GSL
regulations were published on October 31, 1932;0, estab/l\ishing a process

-4 ’ ;\\' . ’
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for the¥evaluatidn_sf -applications- for schools as lenders. The applicant
orgdnizatpn was, requir -demonstrate that its procedures were in.

“accordange with generall}*¥ccepted commercial lending practices. The
non-regulated orgénizationrwag, ‘expected to provide information $uch as, -

a certified financial statement; .a description of ifs educational

programs; a statement noting the description and size of the sales staff;

copies of recent -advertising, tuition schedule, dropout rate, refund

. policy, collection procedures, source of loan funds, and bank and credit

¢ references. ) ’ -

»

-

Evaluation Committee was appointed in-the Central Office of‘ GSL

‘\rﬂn

~July 1, 1970, with two funictions: (1) to review and analyze applications
. from "non-regul&ted" applicants, ard (2) to continue to review these
lende ce they begdn to function under the program. In addition to
the inISrmation provided by the applicant, the Evalyation Committee
could draw upon information that might be available frqm:' other sources
such as the USOE Regional Qffice, a State guarantee agency, as State
‘fegulatory authority, accréditing bodies, Dun and Bradstreet .reports,
complaing, files, and NDSL experience, if applicable. - The Evaluation
Committee c_:oql_d|accept, rejeet, limit, or table the application.

-
-

The Evaluation Commiftee annually Teviews a certified financial state-

. ment and a projéction of their loan requirements for the next year which
all non-regulated lenders are gequired to submit. Based on an analysis of

the overall financial condition of the institution and a review of its past

~ 7 performance in the program, with particular -emphasis onsits delinggency
.- and defaylt ratés, a‘line of credit is-established for a specified period of
time (no longer than ayear,-but for a shorter period of time if the

- lender's performance is marginal).-- A zero line of credit is established if,
the lender's performance is urracceptable. Cogymitments are monjtoted
Ite.ensure that the'line of credit i1s not exceeded: :

PR Y
M -

- The process of ~becoming eligible as a GSL 1Shder is fairly _wedl,
standardized for both regulated and non-regubated institutions. -

There is no comparably comprehensive process for. . ftéﬂnining the

eligibility of educational institutions to act as lenders in the NDSL

program. Any accredited itstitution, may apply for NDSL?capital funds .
@ on the Tripart application. The amount of funds #hich may be granted to
the institution is determined on the basis of-the regional panel Feview of-

,‘ the data on its application. There is no ‘specific determination of the’
institution's specific competence to serve as lender for NDSL apart from
consideration of its eligibility to participate in the other two campus-"
based programs. - >

. .
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The process of monitoring .the operation o‘f”e'ligible lenders and the

. standards and procedures for the termination of eligibility are not well

defined for either GSL or NDSL." The system of credit limits for nond
regulated"GSL lenders prqvides:- one control, and the Office of Education
received formal L, S, and T (lir;\'?ation, suspension, and terminatign)
ction 438(a) {3) of the Education
Amendments of 1972 as a means to deal with problem-situations. AnL,
S, and T authority similar to that already existing far GSL was extended
to all Title IV aid programs, including, NDSL, by the -Education
Amendments of 1976. .Regulations for the new, comprehensdve L, S, and -
T authority are, as &f this writing, being developed. These regulations,
when finally adopted, will hopefully provide an orderly process for
dealing with problem schools, Still, there will remain the need to
identify” situations early ehough that L, S, and T procedures may be
invoked in time to prevent losses to students and the Federal
Government, .
There is accumulating evidence that educational institutions have been
less successful than regulated financial institugions in fulfilling the
responsibilities of a lender. While there are obvious exceptions, the
default and delinquency rates experienced by non-regulated lenders
(largely educational inistitutions) in the GSL program are, on the averagey
five tq six times as high as the rates for regulated lenders. Delinquenty
and default rates for the NDSL program are calculated on a different .
basis from the rates for GSL, sa direct ‘comparisoss between the two are
not appropriate. . However, defaultland delinquency rates in the NDSL

. program are also disturbingly high.\  The number- of institutions whose
- NDSL delinquency rates are high enoygh to caise concern hgs been rising

rapidly in recent years, particularly i, the public community cellege and
prqprietary schoel-sectors. - -

-

There are. several f_g_ctor§ which appear to contribute to the difference
between the performarice of regulated and non-refgulated institutions as
lenders. B ’
The first factor relates to the question of lending expertise.{ Although
there are some educational lenders who have demonstrated an ability to
manage their portfolios and maintain low delinquency and default rates,
this-has not been the experience of the average educatiomal lender.’
There have been serious, well-publicized .problems with Education
Amendments..of 1976 elimina®d home study- schools as lenders and
provided for ddditional regulatibn of educational institution lenders with,
poor performar:ce records as GSL lenders. -
. % ' - -
It may be argued that the vole of lender is not am appropriate one for

- postsecondary educational institutions in general as lending functions are
inconsistent with their overall purpose and function;




The lack of training programs for schools lending officers, the frequent
shortage of resources’and staff, inddequate recordkeeping facilities and
) systems, and the rapid turnover of financial aid petsonnel contribute to
) T seriouSwproblems with the average educational institution's _ability to act
'as\a\c petent, responsible lender. The management of a’loan progfam
is a spe,cnathd financial activity, and the necessary expertise probably
will hot be acquired by persons for whom it is only one part of a job. K is
not only. unscrupulous proprietary institutions, but otherwise respectable
educational institutions as well, which may misadminister loan programs
and intentionally or umntentlonally abuse student borrowers.

The educational institution which also acts as lender may find itself in a
conflict of interest situation. A school whose survival depends on
recruiting students in a cempetitive market may not be strongly
motivated to stress the applicant's repayment obligation. As competition
for students becomes more intense, schools may be induced to become
lenders to compete with other schools that already are lenders. The
purpose of Federal loan programs, to sefve the needs of students, could
become, subverted to serve the needs of institutions. Furthermore, one
- possible safeguard usually does not exist in equcational institutions: the

=~ sales (student recruitment) function is not separated.from the credit
(sfndent loan) function as it would be in a blrsnne<< orgamzatlon.

Educational institutions may not have strong incentives to follow pru-
dent lending practices when they.are the beneficiaries of the loaned
funds. Unlike educational lenders, regulated lenders have as strong an
interest in the recovery of 'funds lent to students as to other borrowers
dand thus may be more inclined to exercise proper care at the,_point of

loan origination. When any lender fails to exercise due dnhgence, the

cost of that failure ultimately falls upon the O¥fice of Education and the
taxpayer.
.- The.benefits to a commercial lender from participating in ®he GSL
~progr, are marginal at best. Some people have suggested tha®, should
more%ﬁd more eucational institutions become lenders in the GSL
program, commercial lenders would withdraw their participation since
they could refer their student customers. to another source of loans.
Additionally, if loans through educational institutions were .readily
available, commercial lenders might adopt extremely restrictive lending
policies. For example,-they might make loans only to mfembers of the
. families of their regulaP customers, only to students at elite institutions,
only to students with outstanding academic records, only to students in
certain career flelds, or only ‘to students beyond the freshman level.

§> ' ’
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Supporters of education institutions as lenders have suggested some
compelling reasons for their continued participation. They argue that
educational Institutions provide access to loans when such loans are not
available through regulated lenders, and that education institutions have
managed the large NDSL program for many years. -

A second set of issues lies in the area of the skills, information, and
administrative safeguards needéd by lenders in the GSL and NDSL
programs, and how the Office of Education can ensure that they are’
present, Co

*This problem is greatly complicated by the sheer size of- the two pro-
grams and the rapid growth in numbers and diversity among the lenders
involved. About 19,000 regulated and non-regulated lenders are author-
ized in GSL ! (there has been a gradual increase since 1965), and about
3300 schools participate in NDSL (there has been a progressive year-to-
year increase in NDSL participation). A number of individuals within
each lending organization are involved, and those individuals in turn deal -
with more than 750,000 individual student borrowers each year. The task
of*commumcatmg necessary informatidn to all of these individuals on a
timely basis is vast and unending. Condmons, personnel, policies and
procedures change within an organizatjcn over time; the performance of
a lender which once may have operated welJ may have deteriorated.
Without adequate technical assistance and monitoring by Federal or
State staff, poorspractices may become established. Without adequate
and timely in pendent auditing, the misuse of Federal funds may go
undetected fgf long perieds. By analogy, the administration-of a pro-
gram like GAL thrqugh private leriders is like anational organization witly ~
of local branches -- with the critical difference that the - -
ion does "‘not have significant -authority over the -

"branches" which oplerate as independent-organizations.

- x .
It was ohce generally believed that banks and other financial institutions
regulated under State and Federal laws could operate a student loan
program with little or no supervision, assistance or training. - Actual
expetience onstrated that the assumption was not valid. In most
cases, problems resulted from a lack of full understanding of the
program's requirements; and in a few cases there was purposefyl abuses
While their regulated status provides a safeglard as to general probity
and can help to detetrt gross lbegularities, it does not ensure in itself
their competence and satxsfactory performance in Federal admxmstermgz
programs the GSLP

-

3

lApproximately 19,000 tegulated and non-regulated institutions
have received vendor numbers for participation as GSL lenders.

However, this total includes separate vendor numbers assigned to
branches of commercial banks.
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Th managemenf, of the GSL prograin in a lending institution has some
marked differences from the management of other commercial loan
changing Federal- law and regulations.

activities. . It requires .the mastery of a complex body of congtantly-

It requires adherence to
likely to relocate before beginning repayment.

lending policies. It requires making loans ‘with no collateral to borrowers

legislative prupose which‘may be at odds with the institution's ow
on.the strength of their anticipated future capacity to repay and who are

. I = ) . , - .
Another important aspect of these issues surrounding the question of
lender eligibility concerns the delineation of thé differences between
Education organization.

]

program participation.

eligibility determination and the monitoring of lender performance, and
educational institutions for Office of Education programs is presently

the appropriate placement of these responsibilities within the Office of

P

Lender performance

The determination of the basic eligibility of
handled in the Division of Eligibility and Agency Evaluation (DEAE). The
loans.

GSL program carries out a separate process to certify lenders for

is monitored by the
appropriate Regional Office and Central Office staffs. The focus of
place that authority within DEAE.

responsibility and internal procedures for the L, S, and T authority have

not been finally determined. However, initial steps have been taken to

A third area of issues in lender eligibility relates to student access to
From the standpoint of the prospective student and the insti-
tution he or she”wishes to attend, the NDSL program offers one very
able to the institution is known and reasonably predictable into the neat
future. The institution, acting as lender, can offer an NDSL loan o an
éligible studenmt with,a hi

student's total aid

important advantage: certainty. The amount of NDSL loan furids#wail-
package.

policies which are

depends on the voluntary participation of private lenders.

probability that it will be awailable. The 1oan
decision is immedia;e,'and— the loan can be planned -as part of the

reduce their participation in times of "tight money," when the yi
GSL loans. becomes particularly unattractive..

to participate at all, making Guar

students from certain, areas or att

The GSL program, on the other hand,
The availabilityof private

Thy- may

ield on

They may ddopt leAding
more restrictive than Federal law. They may decline
ding certain schools.

teed Student loans unavailable to

Also, the-rate of return may not be very attractive, especially in view of
later be rejected by the

te_eapital for loan$ to postsecondary students is
a critical component®of student financial aid. However, there are many
high servicing costs.

actual or potential disincentives to-lenders in the GSls program. ~ The

The lack of a clear definition of

complex administrative processes may be a deterrent to participation.
may be a deterrent, because it

"due diligence"
63

presents the real danger that claims will

State guarantee agency or Federal Government
on the basis of claim that due diligence has not been met. The high
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defaulted> borrowers, . who may have moved out of the financial
institution's service area, are unappealing. The frequent delay by the
Federal Government in paying valid claims means a loss of interest
income. The limited liquidity of student loan paper may reduce the
lending institution's flexibility to management its total loan portfolio. ,

The management of loans under a Federal studeni aid program will
probably continue to be complex and time consuming. It is the Federal
.Government's responsibility, therefore, to see that lenders are provided

with the necessary information and assistance to properly administer the-
GSLP. If the use of private capital to fund student needs is to contmue,‘

the Federal Government must take care to recognize and answer the
legitimate concerns and needs of lenders.

-

~
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likelihood of delinquency and default and the effort required to locate

\
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I-D-10 Encouraging Increased State Participation

. 1-D-11 Models of Effective State Practices ,

- I-D-12 Development of RegulatioﬁsfPertaining to the
Guaranteed Student Loan Program

I-D-13 /Reassessment of the Escrow System
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Participate as Lenders in the Gudranteed Student Loan -
Y Program . .

’
- . -

I-D-15 Coordination of Program and,Compliance Reviews

- " I-D-16 Certificationand L, S, and T Processes -.State Agencies'

.

I-D-17. Joint Site Visits by OE and State Agencies  ° -

\ _

. I-D-1 Nonregulated Lender Requirements

14

Recommendation ’

¢

The Study Group recommends that nonfegulated GSL lenders be required
to demonstrate an organizatiorial and managerial capability that is equal
tq that of regulated financial instgutions (such as banks) in the areas of
program service, integrity, and “accountability before they can be
certified for participation as a lender.-

) Rationale.”™ |~ - 7
T R . © .
Educational institutions and other nonregulated lenders currently are
authorized to serve as lenders in the GSL program. Before nonregulated
lenders are approved, they should be required to give evidence of their
ability- to manage an effective loan program. This evidence should
include proper facilities, trained personnel, a commitiient to program
objectives and found management prectices. There must also be

* adequate capital resources and a commitment to established principles o\.

> = ' / g

sound fiscal s;?war dship. R ' ’ -

(Y.
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An examination of nonrefgulated GSL lenders reveals that the administra-

-tive talents of  these. widely dispersed institutions varies from the '
incompetent to the very. sophisticated.  The, organizational and
managerial capabilities of these lenders have a dikect impact on the

success of loan programs. The specific areas of weakness are 1oan
counseling, processing, servicing, and collections.

: . - /

I-D-2.  Educational Institutions Lender Certification

Recommendation - - . . : -

~

The Study Group- recommends that the Office of Education establish
certification standards and criteria to determine if ag institutional
* lender can meet the expected levels of program performance.
This certification process would require the signing of a formal agree-
ment as described in I- D 3. -

Standards and criteria would include but'not be limited to the following:

l. Full financial disclosure inejuding audited financial statements,
statements on source of funds to operate student financial assistance
loarkprograms and, where applicable, a profit and loss statement.

2. A state*nent of the educational mission including type of edut¢ational

program offered and degrees or certificates granted;- student -

- characteristics, including percentage of full and part-iifne students,
success rate (i.e., percentages of those students who complete-their
respective programs of study); major social or economic factors -

="~ which would impact on an institutioral-student financial assnstance

. program; and placement actlvxtles.
s : 3. Areport on projected volume in the loan program including docu- o
A mentation to support-the institutfon's projections and a statement of
o the resources_(staft, facilities, administrative budget) the institution
: intends to, commlt to the admxmstranon of the program.

- —— e - -

- 4. Pohcnes and procedures must be deyetoped and 1mplemented, if not,

.. already in place, to establish safeguards and control on the fiscal’

program managément of these loan progrdms.  Provision - for

separation of duties, along with the appropriate checks and balances

needed between the loan approval and disbursement procedures, will

be require‘~t to accomahsh adequate program integrity and fiscal
accountabil .

° .

3
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5. 1f the institution has participated in the campus-based programs, it
should provide copies of Fiscal Operations Reports for the prior three
year, if available, on operation of campus-based prograns and relategd’
audited statements as a part of their application to become a lender
under GSLP.

6. Educational institutions which have not applied for cerfification for
participation in a Federal aid prégram other thamthe Guaranteed
Student Loan Program should not be allowed to become a lender
under the Guaranteed Student Loan Program.

7. Educatidnal lnstltutlons ‘who are’ lenders shpuld be required to insure
that an opportunlty to obtain a coordinated package of student fin-
ancial aid is available to students who are eligible for other forms of

assistance, such as grant aid, and that the students are made aware of -

this ellglblhty
8. A proprietary institution should provide background information on
" individuals listed as owners. This could be}professmnal resume or
“history of business experlence.
Where an 9ducatlonal institutjon has recently submitted the same infor-
mation as joutlined above to the Division of Certification and Compliance
of the Bureau of Student Financial Assistance,-that information should be
requested from the Division so as to eliminate unnecessagy dupllcatlon of
effort for the/nstltutlon. . y

Rationale . : ] .

The institutional lender ha$ a responsibility as a direct and indirect’

beneficiary of public funds to demonstrate 1ts capacxty to successfully
manage this stewardship. ‘ . ,

This requirement applies across the board to all types of institutions
including public, private, and proprietary. All should be willing to submit
full and honest responses to the inquiry into eligibility as well as
continued suitability to manage student loan funds. The damaging effect
of less vigilant action could be devastating to the integrity of these
programs. ~ . \ -

0

[-D-3 - Annual Agreement or Contract Provisions

Recommendation - ‘ .

.

The Study Group recommends that the Oftice of Edutation and/or St;te

and-private non-profit guarantee agencies design a-formal agreement or

= =

W\




4

contract with lenders which outlines the obligations, limitatians, and
sanctions on lénder activity. These provnslons could include but jre ndt
limited to:

1. Authorization for the guarantor to set a maximum number and dolla
amount of guarantees per year -- with no authorization for carryover
of ypused authorizations. The authorization would be based on
planned loan volume of tha lender and any llmltatlons on volume
deemed necessary by the guarantor. ) ,

2. Guarantor sanctions or penalties which ywill be enforced in cases of
mismanagement ghuse or fraud. ’

3. Minimum management and orgamzatlon requirements based on loan

Yvolume. \

4. Provision for an algnual revigw as required,. ¥
r .

Rationale -

* . A
There has been a lack of clear understanding on the part of all parties
regardmg their responsibilities and what sanctions or limitations_ will be
enacted. One matter that has been a partisular problem is "due
diligence." It has been difficult to find out what this means and how to
determine if it has been accomplished. If an agr&ement or contract is
signed by the lender and the guarantor in advance, clearly setting forth
both responsibilities and sanctions, it should facilitate operatlons. it
should also make lenders aware of action that will be taken in cases of
mismanagement and, hopefully, will serve as a deférrent to those who
would abuse the program. - »

The first agreement-or contract would be drafted and signed after the’
lender was determingd eligible " as part of the certification process.
Provisions should also be made within the contract to allow for update
and necesssary changes to the contract in the future.

-~
- A » . <
5

I-D-4 Reporting and Control Systent”

\

- Recommendation

"The Study Group recommends that the Office of Educ&ion andfor State

and private non-profit guarantee agencies establish reporting and control
systems after the iAgtial certification process to measure the

performance of educational and Gther non-regulated lenders in meeting
a .

*
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\
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their defined responsibiities. A direct relationship should be maintained
\ between reports filed and compliance reviews scheduled and performed. Jd
.- K]
. - o ¥
Rationale o ‘ oo : . -

- The current Federd] reporting system does not provide meaningful and

useful dat\{or either theYender or the guarantee agency. In some .cases,

. this has led™o confusion and misunderstandings, such'as the*actual extent,

of delinquency and default rates. In other cases, the information is

. misleading, or not used. The. Federal reporting system should provide
ey data that are useful as a management tool, aid in de€ision making, and
.- indicate problem potential and should be coordinated and compatable a
with state and private non-profit guarantee agency information systems.

OE/and approved State guarantee agenci€s should establish a reporting
and control system to measure the performance of. educational insti-
stutions acting as lenders within the Federal program or the individual
State program. The performance standards,should be clearly defined and
enable both the institution and guaranteeségency to determine if legal
, ) and administrative responsibilities are fulfilled.
These reporting requirements and performance standards would includé L
the following: ' i
1. Submission of independent audits covering both“fiscal stewardship and
management of the loan program. *° T '

.

2. Lender submission of quarterly reports on program activities that

: would servé both the lender and guarantee agency .in managing the
! loan program. This quarterly report should include figures for
quarfer, year-to-date, and appropriate prior year data. to permit

prompt recognition of any' trends or possible problem areas. *These

reports should also be designed to facilitate the annual audit process.

Thé HEW audit guidelines %commended in I-D-5) could be used as a
foundation for developing ¥he reporting system.

3. Performance activities of the lender include but are not limited to §

the following:
—

a. Numbér of loans made,

b. Status of loan portfolio, L. S

C c. Funds a\}a%lab!e'for loan committment,

. d. NumBer and percent of loans in delinquericy and default
- .- - -Status, '

-
L]

H
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.~ Rationale

e .

V¥
¥
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' . . - -

. e, Action taken on loans in default status,

[

f. Number of claims subn?ted, - _ .
g. Number of claims pendlig payment and paid, and

h. Policies and procedures that limited full operation of the. program ‘

" (as defined by appropriate Federahor State agency). ,

- \
[-D-5 HEW Audit Guidelines

>

' .
Recommendatiomn

The Study Group recommends that HEW Audit guidelines be develo
for the audit of all GSLP lenders, both regulated and non-regulated.

.

The C’nous need of the Office of Education to maintain constant sur-
-veillafe. of student financial aid programs has been amply demonstrated
by recent publicity: on the ' incidence of fraud and abuse at the
Institutional level. ) .
) ’ -

This may best be done by requiring audits of all student financial ald
lenders. The audits should be performed in accordance with guidelines
“established by the HEW Audit Agency,  Hopefully, this will result in
consistent and uniform data requirements that in tufh will result in
information that can be used to measure the performance of the lender.

- 8
L

T—D}S- Lender On-site Compliance Reviews 'y ’

Reconfmendation - . . oo P

-

-

The Study Group recommends that a system of regular on-site ‘
compliance ‘review of lenders pe established, funded, and maintained by
the Office of Education and guarantee agencies. The first such réview
sholld be made prior to the granting of approval as an eligible lender.

" Others should be scheduled in accordance with a work plan to review all

lenders. In addition, in problem situations, they would be performed as
. needed. T i

-
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A + Rationale

. Only recently, have on-site comphan eviews been - considered . and :
AR implemented at the Federal level. Additional staff for this purpose was = ,
ey recently.authorized and hasjbeen added to both the Centrad and Regional o
C R Offices of OE,” It is crugial that this effort be fully 1mplqmenfed R
s, wrs -7 Prevention apd "detection fraud and abuse must be" given priority: if Lo

) loan programs are to continge to be supported at adequate levels. Lack’
- - . . of publicstrust and confiderjce in’ the operation of the program could . -
“_ . result in many deserving students not being served. On-site revlew is one. )
) of the préhcipal methods to’ insure program mtegntywa(the level of the
PN ehglble lender, }

’ 4 N N
On site compliance rev;ews should emphasize lenders' compllance with -
: ) regulations ana make, every qffort, through appropriate tests ‘and
T reviews, to"determine the efficiency and integrity of the pfocedures "_6_

followed in actual practices ' -
! . _OE-should coordinate with guaranteg\agerfmes to assure that approp & -
“review procedures have been establiShed and 1mp1emented by each
. . agency. . _
~ R - P Ce , .
i 2, I-D-7 Improving Communications Between Guarantors and Partncnpatlng

. A Lendﬁlnsntutlons . -
. PN 4 . . ~x ’
N - 2 ,

s Rec&mmendatlon ‘ .
- - a

. * The Study Groﬁ recommends ’thatﬁthe Office of Education and State and

: * 7. _privatggpon-prolit guarantee agencies, where apphéable, undertake the

. ) - follo activities to 1mprovt communications with lendlng 1nst1tut10ns.

-

agencnes should prov information, guidancé, and training regarding  °
t and xmstratlon of student loan portfolios. .

iCe of Educatlon shouLd establish within eg Regional Office

) GSLP; and should endourage establishment within each State * |

T !gnd private non-profit earantee ’ncy, a focal point f}y’reCenpt of P

+ 7 lenderinquitiest - ¥ o L. .,

1. The Office of Educaion and State and private non-proht guarantee '
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. 3. ?he Office of Education should establish within each Regional Office

. ©f "'the GSLP-and shou}d encourage the establishment within each

v .State and. private’ non-prefit guarantee agency an ongoing
consultative group of representatives of lending institutions to act as
a vehicle for raising' problems or issues to the guarantor and for
suggesting and disc‘ssing solutions-to those problems.

Rationale «_ ’ '

To, date, regulatgd financial institutions participating as lenders in the

Federal Insured $tudent Loan (FISL) program have not been provided with

. . current apd consistent standards and guidelines for administering their

;- “sigdent _lc?gn portfolios. Lenders have reported that,their efforts. to

_ oblain answers to’ questions have been frustrated because they camnot

'« find the agency, or individual within- the agency, to respond to their

+_needs. The publicizing of a GSL information contact point for lenders

" within OGSL would go a long way in'assuring that the appropriate sources
are &ched to-provide needed information. ' '

A consisten® method for” evaluating lender performance also Mds‘ to be

established to encourage continuous or increased par ticipation, and to

keep lenders abreast of new program developments. The- most feasible

means. of accomplishing this would be a program of lender visitation

«which would have the. additional benefit of establishing a regularized

. face-to-face contact between officials of .the lending instisgtions and

— representatives of their guaranfee agencies, be it a Federal, State or

private non-profit agency. R

. .
. * - “ '

A need also exists to provide a consié’tehtnpportuﬁity for representatives -’

- of lending institutions.to advise guarantors of the success or failure of

. their” promulgated - policies,” ghe” effect of - policy. or . regulation

.. ;mplementtation,s ané ways.#&he' program couldg be strehg thenéd “or
improved. It is important for. the  success of the program that an - .

etfective feed-hack mechanism be established: - - T -

[
i

‘I-D-8  Encouraging Good Lender.Portfolio Management Practices

-
"

Recommenda?ion a » . J ~ - .

The’ Study Group'rgcommend that the Office of Education and State and
: prlvate.non-prof{t_ guarantee agencies encourage good lender portfolio
_ | management and build ifito th am disincentives for poor portfolio
. - . /.\

o M

v . T ’ . o ) .
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_ . JD-9 ﬁ;aining,f,or_.l_ﬁders o

(

management. As. necessary, the guarantor should provide tra.ining for
lender statf, program manuals, collectionsassistance, and regular on-site
“compliance reviews to .encouragé proper administration of the GSLP.

Guarantor options to serve as disincentives for poor

lender )

program

management should include:

-

1. Limiting Iender authority to make ioan,

L]

>
K

—

!

2. Paying default claims on a slldlng/scaie baseéi on default or -

delinquency ratio, and *

E-Y

3. Limiting lender authority to sell student loan paper.

]

‘A great deal of effort-

-

Rationag

haveé happened. This has
student loan program.
preventlng problems gnd one
incentives for good honest perfor 1ance.

. . . Y

sulted in a crisis management approach to the
e time and effort shouid be put into

- ' . P

v - -

Recommendation

The Study Grdup recommends that the Oﬁice of Education and/or State
and private non-profit guarantee agencies sponsdr programs of training
for the staff of all participating lending institutions (regulated and non-.
regulated) who are assigned to administer the GSLP. Prografhs of
training should be designed to insure EXpestlse in the.areas of loan

origindtion, servicing, and collection.”

" Rationale

.

.

’
[

B o [

[

-

A full statement on training needs for aH stullent financial -aid program's ¥

will:be included in the "Progr.am Manageme

the report.
#

-

*

-

d. Integrity" section of

.

-

*

.
t
b

Recommendatloﬁ. Co C -

L J] i _'
The Study Group recommends that the Office~of Education increase its
efforts to encousffle additignal States. to parti&DP,ate in the Guaranhteed

I-D-10 Encouraging Increaied State’ Partlctpatlon

I

-

»

I

~3




Studént Loan Program. It further.recommends that the Office of Educa-

tion take the initiative to request the assistance of’the National Council

- of Higher Education Loa ggrams in this-matter, Moreover, the Study

Group recommends that the Offite of Education call together the

~". National Council of Higher Egducation Loan Programs, the "National

Governors Conference, the Na'tional Conference of State Legislators, and

~ other appropriate . groups or‘individuals to review means for fur-

- ther supporting and encouraging States to participate in the Guarantéed
Student Loan Program. ; :

“

Mionale’ . ..,*' R

It is the clear intent of Congress to encourage the establishment of more
*State or private non-profit. guarantee agencies, aqd the Study Group feels
that the Commissioner has a responsibility to-\do all that he cap to
encourdge the development of, and to foster the continued existence of,
State or-non-profit guarantee agencies. ' . T

"% . 4 , ‘, oo
Furtheimpre, éven very redent axperience has demenstrated that where -
a strong State gljﬁ’ragiee agency existed, the loan programs operate with
much greater success. Present information is that in such States lender

" partigipation is greater, the default rates are lower, students are bettet

servedyand the Federal interest is better protected.

This type of effort is supportive of the Federal thrust to_place greater
ority and responsibility at the State level and also is supportive® of
. *7he traditional State leadership role in matters of educktion.

RN Y

LY

I-D-11 Models of Effective State Practices -

Recommendation

»

i - o a
The Study Group recommends that the Secretary, with the advice and
cooperation” of State and private non-profit guarantee agencies,  deter-
mine the best methods of program administration and develop opera-
tional models for new States and the Office of Guaranteed Studer}t'l.oans

.

tp follow where applicable. .

"Rationale )

. ] II . X . ) ; “s -

_ Evidence and statistics clearly support the fact that that State guarantee

" agencies have had more favorabfle experience in loan collectians and -

- maintaining lower default rates than the Federal Offite of Guaranteed
Student Loans. This is the result of more efficient program administra-’




. <
. e -
4 ;
- , é
. -

tion and management which if adopted by OGSL as well as new State -.
. agencies tould result in substantially increased efficiency and significant .

. other savings, . v . c
| : - _
e I-D-13 Developr'nent of Regulations Pertaining to the Guaranteed .
. Student Student Loan Program v
. Re€commendation’ . )
! L - A
g " Thé Study Group recommends that regularly scheduled joint meetings of
s Federal, 3tate and private non-profit agencies administering the Guaran-

teed Student Loan Program be convened to; . .
. B I. Faciljtate the development and i;nplefnentation of new regulatians;

2. Promote common uhderstanding-and interpretation of program policy,
law, and regualtions; and * i
.3 Achié\ge uniform and censistent proecedures for program adminjstra- &
" tion ahd management to the fullest extent possible. )

The Study Group further recommends that the Office of Guaranteed 7
‘ Student Loans invite representatives of organizations involved in the
-~ administration of the GSLP to form an advisory group to assist in the
development of. all regulations and other administrative matters per-
taining to the program. (See.l-D-10 and I-D-11). :

-, - - i - '; {
Rationale . . ‘ ,q.
> ° Throughout the history of the GSLP » the Office of Guaranteed Student «

Loan$§ has been remiss in coordinating pregram informatioh dissemination

to State and private non-profit guarantee agencies or direct lenders on.a

) ~timely and consistent basisT In addition, the Office of Guaranteed
' Student Loans has not provided sufficient and meaningful opportunities
for.GSL administrators, lenders, and educational institutions to become
involved from ghe outset in,assisting’ in the drafting df regulations and
policy. : . . : ;

5 i .
~ v

a

. . The establishment of a forum to include, for example, representatiwes of

the National Council of Higher Education Loan Programs, ther American

Cr Bankgrs-Associations; the National Association’ of Student FinancialMWid ©

. ] Adghupist;atgrs, and 'the:@:l’onal Asso'cia_tion of College and Univer§ty "'
L4 - -

i




Business Officers t@ encourage increased communicatio and cooperation
among all factions involved in the Guaranteed Student Loan Program can
-only result in improved administration and management. .
v o ’ .

I-D-13 Re;ssessfnent of the Escrow System

-

Recommendation

- After rev1ewmg available information about tipe escrow system, the
Study Group believes that alternatives have not been sufficiently
explored, particularly in light of the new authorities granted by the”’
. \ Education Amendments of 1976..

The Study Group recommeh&s. that: y
I, The escrow system not be implemented until after completion of a ]
thorough review of-all feasible alternatives,

- X2 lfﬁsome sort of escrow system is desirable, the initial lender should be
- given the opportunity to make the multlple dlsbursement and retain
use of the "ﬁoat "

-

- - -~ —

3. }Yus proposal be glven a trial before movmg to full 1mplementatxo of
single escrow agent cohcept now being pilot tested. {? '
.Y Rationale . - s .
° ' - & » . ) 3
Much concGern has been ewdenced in, testimony to the Study, Group on the
subject of the proposed escrow agen®. Though the Study Group applauds
: : the Office of Education's desire to curb fraud and’abuse in the GSLP, the
Group believes that actiory to implement the escrow system has been ’
hasty, and believes that less expensive, more acceptable alternatlves to
the escrow system should be e)rpiored and tested . ! i '
N | .
It 1s the Study Group's understandmg that orlgmatmg lenderg, have fnot’ r
been provided- with sufficient opportumty to develop plans for muitlple :

4

float of loan dollars whi ve been .
as the program depends upon

utilize and benefit
provided out of their own coffers.
the continued participation of commer
Believes these lenders should be given t
: their own escrow agent. -

k- g




., I-D-14 Responsibilities of Educational Institutions which Do Not Partici- .
pate as Lenders in the Guaranteed Student Loan Program

Recom mendanon

The Study Group recommends that tl\e Office of Guaranteed _Student
Loans, together with State and private non-profit gyarantee agencies,
develop a clear and concise definition of the role and responsibilities of
- eligible. educational institutions which are not Guaranteed Student Loan
lenders. Specific areas of responsxblllty which requxre defmmon include
but are hot limited to:

L
1. Student counseling‘responsibilities;

2. Disclosure of student“bo;rower infor.matior;to lenders and guarantors;

’ * -7 - i . 3 . ‘
Penaltids for i_*proper certification of student eligibility;

Timel)’ nogifi‘cation, of student termination and graduation; .| -~

I3

& n

J—
- >
L]

L
hgs

- Loan proceeds accounting and refund procedures in cases when

-— -a.-Lenders tr-;srmt checﬁs }:ade payable to the student directly to . —

the educational institution, .

\/b Lenders make checks P payable (to the: student and the ®
h educatlonal institution and transmit a check to eithér the student .
“or the educatlonal ‘stltutlon, s !

C. The loan check .exceeds costs _ payabf; to the educatlonal

. mstltutlon anda refund is due the student, ) -

~ d. Astudem terminates enrollment during the refy penod or

- cancels prior to entry and is due a full or partlal efund of loan

o proceeds : . oo -
. Thesé policies should ‘be published by the Office of tion and dis-
tributed to financial aid administratofs and” business officers. at+all '
-eligible, ‘edutational institutions. n addition, the Study Group
recommends that the Office of Education and the State and private non-
profit guarantee agencies, together Jith reglgul or State divisidns of

i d

"National Association of Student Fi ministrators (NASFAP&)
and National Association of Co
(NACUBO), sponsor regular worksﬁops and meetings to discuss and ,
_present information on the role and responsxbxhtxes of ehgnbie A

T

, educational institutions. < 0 - Y

i . . ” - :
= . “.
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Recommendation ,

Rationale . : v C R
] »oL

Educational institugions whichade not participate as GSL.lenders, but
whose students have access to Guaranteed Student Loans from other'
sources, bénefit directly and indirectly from the .GSL program. There-
fore, ‘they should be required to play an active role in énsuring proper
program’ administration and management. - Uafortunately, until the
Education Amendments /0% 1976 were enacted, the role and responsi-
bilities of eligible edixational institutions were not ‘well defined. The
Study Group believes that regulations yet to be drafted can go a long way
in defining the role and responsibilities of educational institutions in’
administering the GSLP. ’ . -, SR N

I-D-lg Coordination of Program and Compliance Reviews .. ’
: . : :

, L .

The Office gf Education program and E:omplia'n'ce reviews of educational
institutions should include the Guaranteed Student Loan Program as well

as other student financial aid programs.. , p ,
! ¥ . .
- . .. ' [N t . , LT .
i - - - . D U,
Ratiopale -.- - - - - = ki . . PR

uch a change in the- operation el“ this comipliance ,activityS would
ertainly result in some  administrative -cost savings and wolld most
ertainly cut down on the number of times the participating tht«itution
ould have to be inconvehienced.by a Federa| inspection: | o

]

l}haef the new Bureair of - Student. Financial Assistance, comprehenéive .
" student aid program reviews will:be.more easily accomplished,
o . . . . AR

L) N . £ L4
. ‘ ‘. . «’ . . ) . —’ . . . ﬁ
. '1:D16 Ceptiflcation ind L, §¥and,T Processes—State' Agehcies y
. PR o v L2
* . . - - 3 . o
c e ¥ . :
Recommendation * i ¢

. ° .
- ’ * & L

" The authority, delegated by thé Comissioner tp State and private non-
" profit guara_n& agencies enabling them to review and gertity lengders for

participation,in the GSLP (as opposed™o the P) and play-a rofe in

- the, limit, suspension, end termingtion of both lenders and schools for .
reasons of mismanagement,’ fr;aﬁ‘(o and abus'should be mofe clearly .. .
defined by the Commissioner, >~ ¥~ 7 S

’ ) e« P ’ ' ’ 4 /'_-J‘
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]
“
.
5

Rationalé . B
It has corne to the attentlon of the Study Group that neltper the iaw, the”
. regulations, "nor published GSL policy -clearly. define, tlle role and -

authanty of State and private non-profit.guaraptee agenciegin certifying

i diirorill 3

and_reviewing lenders anq or- in limiting,rsuspending and terminating- - - . #

*schools,and lenddrs. ' In‘order to -facilitate ‘the certification of lenders
and’ cianfy the role of State and private . non-profit agencies'in cases
when' mismanagement -or ' fraud, and abuge. thr2atens ‘its integrity, the ’

. Study Group believes the Commtsswner should" make dear the delegation .
of his authority to thgse agencies to certlfy lenders £3r partncxpatlon and
“te initiate L, Sand T provnsxons\of the law. :

.
- [ . I -

L Yol . .
. = ¢ . . )

R cdmmendation L e "
L J

+

I- D-l7 Jomt Site \Lwts by Ofﬁce of Education and’ State AgLenaes . 0!

"The- Stugy Grodp recommends that the' Officé of Educatnon expl

A

ore the

.

[

-possxbmty of conducting joint site visits of postsecondary institutions and St
- finahcial institutions for the" purposg of réygjewing theu' admlmstratlor:}f
the Federal Student Iasureo‘v.l.oan Prggram. -

¢
2

Uy . »

o S . \ . s, .\
Ratxona!e - S . -7 - . i Co !
The. purpose\and v t[(ods aof seviewing fmancnal and educatzonal o .
institutiong are essentially the same’ whether cenduc,ted by a State - "
guarantee agericy or by a Regional Office of Education. Jaint visits. -
. made by representativés of these agencies would be complementary and ¢ '
efficién { and serve to ehrm‘nate duphcatxon of effort, . t R
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. L K- «CHAPTER Il o .
DELWER/Y’ SYSTEMS: FINDINGS AND RECOMMENDATIONS - - -
A. Introduction ) SR - ‘
. ————— ;. )

The second of thexthree major areas of study undertaken by the Study Group ‘
© ooncerns the delivdry of Federal studentsfinancial asststance. programs. °

Issues ip delivery systems can be considered®at three levels. First, are igsugs .
related to the distribyfion of funds to the Stafes — the allotation formilas,
the distribution of discretionary . funds, the relationship ‘between -

are issues which focus on-

allocations to States.and to institutions. Se :
ong partjcipating institutions

* the institutidns --- the- allocatiog 6f funds

arid theyprocesses by which igsti tions apply for funds. Third, there .are -,
issues which focus on tbe" student “and his or heér family -- ‘the procedures t
under which studenfs apply for finds, the availability of information needed T
by students and their families to.unake wise decisions, and the process by "
., Which funds are actually paid to students and instltutions. v
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. B. Allocation-of Funds for Campus-Based.Erograms

; BACKGROUND AND ISSUES”

. The State Allocation Process
] . A .

The three campus-based ‘programs (SECG, CW-S, and NDSL) use an unusual
process for allocation of funds to States. In the ‘first step of the process,
legislatively specifie®formulas allocate 90 percent. bf’the availab ez{unds in
- the NDSI, CW-S, and SEOG - 1y (Imtlal Year ‘gwards) program.’: among-
. States. This step in the process ‘ensures that ali}ta‘tes will receive a’share
of the’ funds for each program based upon sgelected State demographic
. character;lstlcs The statute also specifies that the remaining 10 percent of
the funds in each program must first be usedito bring each State up to its
1972 level of funding. - S .
'I'he second stepﬂof the funding process consists of- allocatmg funds both to
States and within States on the basis of.refative need. Institutional need is
determined by Regional review panels which recommend, the»appropriate
level of funding based ,on. the statement‘ of -need in the Institutional”
. appircatxon for campus-based funds ([nsntutlonal Application to Partlmpate
in Federal Stddent E nancnal Aid Programs). ¢
Any remaining funds after each State is asSured of its-1972 level of fundmg
.are to [allotted among *the States accordmg to equitable criteria
.established by the Commissiongg of l,’.ducanon.t'l'he criterion adopted by the .
Commission&r now in effectiis to distribute these "discretionary" funds to
" those. States whose statutory allocation of funds constitutes the lowest .
percentages of their panel-recommended funding: to bring these States up to
a umform mlmmum percentage,.} Thus, tl{\e dlﬁermg‘ State needs, as -

s ,’a g

lThe C\V-S program provndes for up to#Z percent set aside for Guam,

. Pyérto Rico, and the “Virgin~ fands, Ameriean Samoa, and the Trust

/ Territortes'of the:Pacific Islands and fof students who live-in the latter two

~ " jurisdictions but attend eligible instithtions outside those jurisdictions.
- Neinety percent of the remaining funds are allocated by statutory forngmlas.

P ~ }
Lo zﬂ'he Coinmlssxoner -of Education has statufory autherty to allocate
iSEOG -CY (€ontinuing Year awards) funds in .a manner’ which will“best
jachieve the purpose of the program. The procedure established in regulation
by the Commissioner is to divide the total amount available for SEOG'- CY
panel recommendations to determine a uniform, national percentage of
funding for all Mates. Thus, the method of assxgmng the. SEOG - CY funds
differs markedly from the procedu'es used ’to allocate the NDSL, CW-S, and

#SEOG - 1Y funds. .

L 4
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reflected in the panel-recommended levels of fundmé, enter the process §or

the first time with the assignment of the dlscretionary ten percent funds.

Once the final level of State fundmg in each of the programs has been deter-
mined, each institution in a State receives the same percentage of the
“panel's recommended level of funding. Typically, however, there have been

wide deviations in funding percentage between States. The final stage of °

the allocation process involves the distribution of funds to students based
- “
It can be seen that the;amount of assi3tance actually received by a studént

} from the campus-based programs under this process does not depend sojely

upon his or her financial need. In additfon to need, the funds available f ra
,student's award also depend on the State in which he or she attends an
institution of postsecondary educationfand upon the amount of the individual

institution's total demonstrated need Jn relation to other institutions w1th1n

the State

As a prelude to discussion in the followmg sections, the processes for

iAstitutional applications and the allocation of funds in the three programs -

I'd

are portrayed in Flgure 1. (See page 83)
¢

*

.. " Selected Cancerns -

alhe first major area of concern);elates to the widely differing outcomes of
the funding process in the SEOG, NDSL, and CW-S programs. For exampfe,
the NDSL awards .to xh%txtutlons for use in the 1976-1977 award period
ranged from 39.5 percent of panel recommended levels for all institutions in
15 States to 100 percent of panel récommendations’in 6 States. These wide
disparities, which occur in each yeap's funding cycle, have been a source of

concern for many years and have been at least partlally responsdﬂe for the - ¥

charge that the funding process is irfequitable, - ,

3Funds sometimes become avati:bie for reallotment among States. This

, can occur, for example, when the funds originally allocated by the statutory

criteria (1 .., formulae and "hold harmless* provisions) exceed the level of -

panel recommendations for the Staje. Currently’ program ‘regulations
specify that any SEOG - IY or CW-S funds available for reallotment: will be
agsigned in the same manner as the discretiondry funds. In other words,
.reallotments are tp be carried out .50 as to raise the uniform minimum
pelcentage level of funding to a higher level. The reallotmert of NDSL
funds is covered by statute, The statute provides that NDSL funds available
for reallotinent shall” be reallotted among the remaining-States in such a

manner that each State's proportionate share of the PEallotted funds is equal |

to its proportionate share of the total national deficiency between the panel
recommended funding level dnd the amounts previously allotted.

~ . -

¢
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HlGHLlGHTS OF.THE APPLICATION AND ALLOCAT!ON PROCEDURES
FOR FEDERAL CAMPUS-BASED FINANCIAL AID FUNDS C

) Application Process jor
the Campus-Biased
Programs .

Institutions Apply for
Campus-Based Student
Financial Ard Programs

=

Reﬁnonal Panel

) Review of
Applications
' -~ Regional
Appeal
Procedure
National Appeal to
Procedure

| N BN

Panel Recommended
Leve! of Funding °

A

Atlocation Process foc
Each of the Campus-Based
» Fmancial Ad Progr@s

Ninety percent of the funds
allocated to states are baded
on statutory formula

. R v k3 -

- .

. The remaining ten percent of the
funas are first used fo bring ail
states up to their level of funding
in fiscal year 1972

v

q [

3

- Any remaining ““ten percent’’
funds-are used to bring states
funded so far at the lowest .
‘pertentage of thewr panei -
recommended-{sve! of fundmg
up to a common minimum
percentage level of funding

for any-state exceeds
recommended level of
the excess Wmds are re
to other states

J— 1 B B T

O(nce the final level of fun
for each'state. s deternvined,

‘ each institution’s share of th&
state’s panel recommended le
of funding d®ermines each
institution’s share of the
final state allocation-
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A second source of concern, related to the first, is that the institutional
application and stdte allocation procedures are not complementary., Ninety

. percent of the allotment in the SEOG - 1Y (Initial Yeat awards), NDSL, and
.CW-5 programs is allotted 3o each State according to demogtaphic -

' characteristics. These characteristics (such as enroliment) are not directly

related to student financial netd: Thus, although tHe campus-based -~

programs are aimed toward meeting student need, the existing fermulas
which bring 90 percent of the funds to the States do not include any direct
measurement of relative State need. The current-methods of assigning the
diScretionary portion of the 10 percent funds and the reallocated.funds
attempt to mitigate some of the rigidities of the formulas by recognizing
the differing needs of the States. -However, there has beeh increasing
concern that the current methods, of “assigning the discretionary 10 percent
funds have furthér encouraged grantsmanship in the institutional application-
process. - < - :

- . . L § . . . ’
A third’ €oncern is that the statutory elements which determine the State.
allocation process differ ameng the three programs in some important\’

respects. Even though all three programs provide need-based assistance to

students, only the CW-S formula includes a State poverty factor (i.e. the

number of families with incomes less than $3,000). Theé NDSL and CW-S-
formulas- consider enly full-time enrollment, but the SEOG - 1Y considers
both full-time and full-time equivalent part-time engdilments, in spite of, the
fact that onl§ students who arelat least half-time are eligible tor all'of the
programs.. Furthermoregalthough anly undergraduates are eligible for SEOG
fynds, the SEOG - IY formula considers . undergraduate and graduate
students.- . . L. e

-,

L4

‘. ) - :
Proposals for Change -
v . ' l.«f""

Since the inception of the NDSL Program | I8 1958, the" State allocation

formulas have been a topic for debate and disagteement. The first ,

appropriafion for the NDSL ’progrgm covered an average“of only 10 percent
of the original institutional requests, but funding percentages varied from 2
low of 4.1 percent of the amount requested to a high pf 35.9 percent.” "
These disparities in funding percentages led to proposals for either changing
the allocation formulas by adding new varial;les_(e.g. per capita income,
actual State expenditures for student aid, etc.) or*for eliminating the
formulas altogether. Howgver, the problems were somewhat alleviated by
incressing NDSL appropriations and the additipn of ‘the CW-5 and EOG

programs in,1964 and 1965 respectively.

©
.o i
i
= g
. .

“us. Congress, House, Suncommittees of the Committee on, Education

" -and Labor, Hearings on Several Titles Contained in the Defense Education

Act of 1958, &¢ ong., Ist Sess., 1959, p. 20. ‘¢
‘ -
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.\ Authorized Under

The folTowm years saw a number of-attempts to amend the legislation
relating to the State allocation formulas. A bill introduced in 1968 proposed
the elimination of the formulastand the introduction of a "national pool"

. funding “concept where each institution ih eath State would receive a

uniform percentage of the approved requests.for funds in each of :the
programs. This proposal was supported in-a 1968 report by The College

Entrance Examination Board which concluded that the process for”

distributing funds to—States was not equitable: . . .
‘The forrhula for determining the State allocation does not take into
" consideration two important factors. Firsty the number of students
enrolled in high cost institutions varies radx@ally from one State to.
another ... Second, the formula for determining the State allocation
does not tag<e into consideraton the distribution of income among

- -the States.”, .

In spxte of wxdespread- support for. changmg the allocation proc dures -~ -

1968; no changes were forthcommg

'

There were - further a’ttempts to either. eliminaté, the formulas or®

substantially change -them in- subsequent years. However, there was a
growing sentiment in Congress that the elimination of the State formulas
might create more problems than it would solve. The existing system did,
after all, impose distribution of funds among the.States. It was argued that
State formula allocatiens were necessary to motivate panel members to
judge each other's applications -critically in. order to share limited funds
equitably. Thus, without individual State allocations, it might promote
undesired movement toward an expanded Federal bureaucracy to allocate

the funds équitably. 0

" The allocation process:for the campus -based programs was again the sub}ect

of clos Congressional scrutiny when the programs were re-authorized in
1972. Some Congressmnal interests wanted to leave the formulas alone,
others wanted to combine the-“three formulas, and still others wanted to
abolish them. In its final compromise in the Education Amendments of 1972,
Congress did modify the allocation process for the NDSL, SEOG - IY,.and
CW-S programs. [t determined that 90 percent of appropr,iated funds would
be allocgted among’the States by formula and the the remaining 10 .percent

.would be dxscrettonary for use by the Commissioner of Educatioh. There

was a provision, however, that discretlonary funds first be used to assire
that each State was brought up to its Fiscal Year 1972 level of funding.

L S

’
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5Notes and Working Papers Concerfﬂng thg;Adrpinistration of Programs

Student Financial Aid Statutes, College Entrance
Examination Board, (Washington, D.C., 1963), p. 34. )
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equitable."

Criticism of the allocation process continued aftér passage of the 1972 -~ .
Amendments. A 1973 publication of the Brookings Institltion moted that
inequities could take place at several stages of the application and
*allécationprocess.

' A 1974 GAO report concluded that the "present process of allofating CW-S,

SEOG, and NDSL funds to educational institutions is apparently not

-

A 1974 publication of the CEEB agreed with the GAO report that the «
_present_ system was "not equitable” since the result’ of the process is an '
"unfair and differing impact on like individuals in different States, a
characteristic hardly in geeping with Federal programs intended to bring

- about nationwide equity."

A National ‘Work Conference, conveped under the auspicies ‘of five

- edueational associations in 1974,-also recommended review and evaluationof | -
- the State allotment formula and panel review process ir\3relation to stated .

goals for the campus-based Federal student aid programs, .

A second National Work Conference, in 1975, specifically recommenided that

the same allotment formula be used for all’ the campus-based ptograms and -
that the procedue for distributing the Commissioner's 10 percent
discretionary funds be changed over a two-year period so that it would be )
distributed on the same basis as the 90 percent funds.- The' latter
recommendation was made due to the perceived inequities and the potential
for grantsmarﬁlaip created by the method of assigning the discretionary 10 ﬁ

| ' ' \

A

percent funds. *

6ﬁ(lice M. Rivilin, et a¥ Setting National Priorities -- The 1964 Budget )
(Washington, D.C.: The Brookings Institute, 1973), pp. T50-5T.

7United States Gene}al Accounting Office, Report to the’ Special”
Subcommittee on Education, House Committee on Education and Labor by

the Comptroller General of the.United States, Administration of the Office
of Education's Student Financial Aid Programs, ¥ April 1975, p. 33.

8I.arry Gladieux and Lois Rice, Title IV of the Higher Education Act
(Washington, D.C.: College Entrance Examination Board, 197%), p. I>.

9

Fipal Recommlenditions of the National Work Conferences -on

*

Institutional -- State--Federal Partnership in Student Assistance, 30
September 1974. (Typewritten), p. 10. - e
L N »
10

JSecond Year Institutional--States-Federal Partnership m Student-
Assistance, Interfm Report/Final Report, 2 June 1975, p. 16. -
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There is evidencé to.support the concern that instijutions dd elevate
requests so that their States qualify as a "floor State" and receive additional
funding from the distribution of giscretionary funds. For example, 10 States

which received "substantial" amounts of "1Q percent" funds in 1976 show a .

pattern of dramatically increased requests guring the three-year period of
" fiscal 1974 through 1976,  Large increases have not generally occurred in
States which do not receive "10 percept".funds, but the median increase In
institutional requests for campus-bag€d program funds over the three-year -
Y period- was over 80 percent in 10 States which received substantial
amounts of ""ten percent"” funds in fiscal year 1975-1976. By comparison, the
median increase in requests ifi 33 States receiving -little or P "10 percent"
money was under 9 percent over the same three-year period. -

.

The panel recom{n/Kded' funding levels not only” form the basis for
distributing funds #ithin States, but also determine whether the State will
receive discretidﬁary "10 percent" funds or reallocated funds. Therefore,
the-fairnéss, of the present allocation process depends heavily on the extent
tq which regiondl review panels operate uniformly and consistently and are
successful’in detecting inflated institutional requests. Nevertheless, there

" have been suhstantial questions about panel decisions and their uniformity on °

a nationwide basis. The.goal of achieving national consistency is severely’
. ¥ hampered by vast differences in requests from institutions in various States.
<For e€xample, the total 1976 requesp*for all, campus-based program funds
ranged from over $1000 per fulfimé&-- equivalent student in ofie State to
utder $200 in another State. Given such a range of per capita’requests, it is

and equitable decisions on a nationwide basis. L

» + v
In 1976, after completing a review of the allocation process, OE concluded
that longstanding efforts to achieve uniformity in the panel review process
had not been successfu), and a new regulation was proposed, providing for
. - distribution of discretionary 10 percent funds in accordance with theé
statutory fbrrmulas used for tHe 90 percent funds in each program. The
) change was to be phased in over a three-year period to minimize hardship to
¢ { individual §tate's. However, the proposed change was not adopted, and the
procedure under which the 10 percent funds are distributed to "floor States',
" remains in effect. ‘
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“Robert B. Holmes, An Examination and Anal);51s-§f Selected Aspects
) of the Allocation Procedures for the Campus-Based Federal Studesmt
o . Financial Aid/Programs (Doctoral dissertation, The University of Michigan,

‘ . 1977), pp. 7—168. . A
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L o . Summary °
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Propanents of the existing process can argue that the “State allocatien
process provides'some advantages. It 'helps to ration fimited funds among -
the States, insuring that each will receive.at least minimal funding. It also,
has been>contai§ilslhaf the use of State formulas is an incentive for
institutions to exePsise restraint in their requests, because they are applying
for funds available wighin their own States rather than against what' may
, seem to'be a very large national pool of funds. Evidence to the contrary
notwithstanding, it has also been argued that the presesit means of allocating
the 10 percent discretionary funds is an acceptable( indicator of differing
needs among the States. Neverthéless, the real and potential disadvantages
in the present system far outweigh any purported advantages. It is
“inequitable in results, subject to abuse, and ineffiCient; Fifst, there are
wide disparities in award levels among States with similar characteristics
and needs which result in maldistributions among institutions and students
with substantially equivalent needs.- Second, efforts to correct these
inequities through use of the 10 percent discretionary .fund allocation
process have a) tended ta exacerbate rather than correct these inequities; b)

made the process subject to abuse; and ¢} led to administrative difficulties -

and inef ficiencies.

RECOMM'ENDATIONS

Allocation of Funds for Campus-Baséd Programs

'

II-B-1  An Appropriate Conceptdal Framewdrk for the Institytional Application .

and State Allocation Procedures .

»

11-B-2 Re\'/is}ng the Assignment of Discretionary 10 Percent Funds

1I-B-3  Revising the State Allocation Forriulas

. f
’ . 7

II-B-1 An Appropriate Conceptual Framework for the-Institutional Application
- and State Allocdtion Procedures |

Recommendatjon.

Since the application and allocation procedures are so closely intertwined, the
Study Group recommends that the working committee established in Recom-
mendation’II-C-3 give priority to consideration of the incongruities between the
procedwes utilized to bring funds to States and those used to distribute funds .
within States. This process mustTinclude the testing 6f alternativegpllocation
models and formulas for distributing not only to Stated but within States. This
process also must include further definition of Congtessional intent regarding
Federalstudent assistance programs. '

R - - - . -
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Rationale ’ N Co,

At the present time, there is a dual conceptual framework wmch supports
institutional applicatigh and State allocation processes. On the one hand, 90
percent of the fundg gre distributed to'States based on formulas containing
State demographic Statistics. On the other hand, panel recommended

financial need determines the distribution of funds within.each State, as well -

~as determining and the allocation of the dxscretxonafy portion of- the 10
percent funds to States and the reallocation of funds.,

The Study Group, has identified inequities in both the institutional

application process and the State allocation process. Therefore, the testing
of alternative instigutional application and’ State .allocation models and
formulas should be an essential activity of the working committee.

However, Congressional intent regarding® the overal]l purposes and

1mterrelatlonshxps of the Federal financial aid programs is not well defined.
This lack of defirution and clear policy statements have hindered-attempts

to develop and analyze alternative institutional application and "State -

allocation procedures. The College Entrance Examination Board noted this
problem ima 1974 study of the Tltle Iv programs
The omission of a dear statemen‘t of purpose for the student’ a1d
programs under Title IV may have been intentional, the result of
- legisiative compromise and concessions. Still, a definitive
- statement of goals could have added td a better understanding of
the programs, their interrelationships’and target populations.

definition of Congressional intent regarding Federal student financial
assistance programs. An essential part of this.process must include the
resolution”of the interrelationships between Federal, State, and institutional

. financial 'aid programs, as well as the resolution -of _interrelationships

between the various Federal programs.

-

-~

II-B-2  Revising the Assignment of 10 Percent Discretionary Funds

Recommendation . ' «

The Study Group recommends that for a one-year interim period, the 10
‘percent discretionary funds be allocated in a manner consistent with .the
institutional funding process outlined in recommendations 1I-C-1 and II-C-2.
These funds should be utlhzed to fund continuing institutions at

roximately their current level and to accommodate the funding of new
instigutions. .

.~ »

» The Study Group believes that the working committee should seek further .

AN
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The working committee which would be established if accord with
Recommendation H-C-3 should be charged with the ~eesponsibility for
identifying, testing, and recommending alternatives for allocating the 10
-’ percent discretionary funds in the 1978-79 fiscal year and in future years.

Rationg!e - : ‘ - ’ ' '
. 3 -

The assignment of the 10 percent discretionary funds should be changed
immediately in order to accommodate the recommended-change in the 1978-

79 institutional funding process procedures (see Recommendatign II-C-3)
which ‘would fund all institutiops at a level which bears .a reasonable
relationship (with certain adjustments) to current levels. ‘Regardless of the
type of institutiopnal funding process used in 1978-79, however, the Study
Group belieyes that thé'as‘sj,gnme{wt of 10perceny discretionary funds should

be changed so that there, will no longer be an incemtive for elevated
rgques't_s. . e 7 '

’

[ Without precluding other alternatives, the working committee shouid assess
~_ the relative ‘advantages and disadvantages of alternatives such as the
. following: . . ’

1. assignm'ent of the discretionary 10 percent funds on the same basis as
Jhe ninety peccent statutory funds; . - - - - )
2. Assignment of the discretionary 10 percent funds for: the purpose of
o i , providing equity at the institutional level rather than the State level;

3. ;\’ot changing ass;i;gnfne\m.t of the discrefionary 10 percent funds and
~ relying upon the development of an institutional application utilizing
verifiable, auditable data to reduce the potential for grantsmanship.’

N
H
Al \

; . '
. 11-B=3  Revising the State Allocation Formulas -

i .
H

‘e
.

Recommendation - P ! ' o

~o 2 - . CLg . !
The Study Group recommends fhat the* variables utilized in the State
allocation formulas be changed to be consistent-with the eligible populations
- being served by these:programs| The working committee established by

-+ Recommendation li-C-3, which will be seeking to clarify’the Congressional
“ intent of the Federal student énancjal aid ‘programs, will be in a unique
- \ - position to provide leadership in this effort.
Rationale . ) )

- - A Y
1. The advent of the BEOG plogram. has brought massive amounts of-
financjal aid funds to students. Yet, the allocation formulas do nok
reflect the effects of the BEOG program even though it is the
T, ' "foundation” of financial «aid. Decisions are needed to place the
campus-based-programs in'the proper context of other financial aid
programs so that the formulas can reflect these relationships. - '
13 »
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2. “The variables used in the current allocation formulas have remained

eéssentially unchanged since the inception of the programs (NDSL - 1958,

CWSP - 1964, (SIEOG - 1985). However, the eligibility requirements of *

the' programs have changed since the original enabling legislation. For
example, the CW-S program is no longer limited to gtudents from
poverty level families, but one of the variables used to allocate funds is
an index of relative State poverty. '

The. current allocation formulas contain some irrelevant variables. yFor

~example, the SEOG formula coff‘tains the full-time equivalent

enrollment of part-time students even though only students who are
enrolled half-time or more are eligible. Although halftime’students
are eligible for both CW-S and NDSL ‘funds, only full-tfme students are
included in these formulas. In spite of the fact that gradyate students
are not eligible for SEOG - 1Y funds, the allocation forfula coftains
both undergraduate dnd graduate students. The number of high_school |
graduates is includad if the CW-S formula. 'Yet, the interstate
migration patterns of high school graduates vary widely, lgniting the

" usefulness of this variable as an index of the future need for-funds.

Treos
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C. The Institytional Fundh;g Process for Campus Based: Programs

BACKGROUND AND ISSUES -

- . .
"y h

Campus-based student financial aid funds are assigned to participgting.
institutions in each State by a complex process in which the overall financial
need of students-in attendance at ore eligible institution is evaluated, and
compared against the need of students attending-other applicant institutions
in that.State. Although the current-process has evolved over a decade of
experience, the process-has been widely criticized as inequitable, costly, and
needlessly complex. ‘

- N -

-

Aspects of the application process which Iﬁve been reviewed by the Study.
Group include: The Tripart application,”~ the Tripart ,Workshops, the .
- regiona] panelreview process, the regional-appeal procedure, the National
appeal pariel, the use of the" Commissioner's |0 percent discretionary funds,
the reallocation procedures, and the State formula system. .

-
. - - - -

The Forms - t Bt

]

S

‘When the first of the three present programs, NDY, (originally the National
. Defense Student Loan Program), was enacted in 1958, the process by which
institutions applied to the Office of Education for funding was very simple
and direct. Colleges (then about 1100) were sent a simple form on which
they-were asked tp indicate the amoupt of funds for which~they wished 10
apply,, In the early years of- the proffam, a small national review panel of
. college officials was convened in Washington each year to approve funding
. “levels fof the applicant institutions. - )
Before the Office of Fducation assumed the administration of the. CW-S -=
program in 1965-1966, the application for funds in that program involved
. submitting a separate application form. With the implementatign of the -
: EOG (Educatior{al Opportunity Grant) program that same year, the first
Tripart application was introduced. ’
Colleges were urged af this time to apply for all three programs on one six-
page form. It was also at this time that regional review panelswere first
convened. "Both the application form and the panel size grew from that
Jyear forward. As the process has evolved, there has been a trend toward
requiring greater degrees of justification of each institution' need for funds.

»

. .13Th§~‘;lmtitutional Applicaﬁon to ~Pa4riicipate in Federal Student
Financial Aid Programs. ,




. : . . e
The concept of institutional'need analysis-was introduced iato the applica-
tion process (Long Form) in 1970. The institution.was required to categorize
its needy students by parental ‘income. By determining ' the parental
contrjbution available to these students and combining that sum with aid
available from outside sources and then subtracting the total amount from

~ the total educational costs of the students, an unmet nee$dwas determined.

JAn institution was then permitted to réquest a total amount of funds equal
. to this need; ﬁowevgr; there was no mteans for-independently validating the
information submitted on the long form since projected information was
used for funding decisions. *Even though the form has undergone many

révisions, the same intitutional needs-analysis concept is still used, with the

- exception that data is longer collected by parental income levels.

Over the years, changes have been made in the long form to increase in-
ternal validity and more accurately distribute available funds. However,
these changes resulted in increased length and complexity of the application
and validity did not seem to improve. For example, OE's Region X
conducted & study to verify information submitted on 1976 ijiications by 44
institutions with a history of well received applications. The results of
the study raised serious questions about the accuracy of projegﬁfd data used
for funding -process. Moreover, even historical .information on~ the
applicat.ions was questionable in many instances.

Even with the check lists and pages of instructions which accompany the
application, spme institutions are still unable.to file a usable form. Con-
commitant with the growth and complexity of the application, there has
been an increase in the number of participating institutions. ‘Processing this
#nassive amount data has become an increasing burden on OF staff. At the
present time, Regional Office SFA staffs are primarily occupied with
proceéssing apptications for about five months out of the year. :

’
. .

Varying Concepts Used to Evatuate Applications

Throughout the history of the ‘Institutional application process, varying
concepts have- been used toy alleviate or cope with the deficiencies and
problems encountered in it.] Early application procedures were simple and
functional, takipg into account such-factors as fund utilization, staffing
patterhs, etc. /During this time there were several attempts to tie funding
levels to a "normal growth" percentage in order to more easily approve a
“request which did ngt substantially‘exceed a prevjous funding level.
. A O .

.
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Hollis Adams and Duane Richardson, A Study of Alternative Funding =~
Mechanisms for Student Financial Aid (Portland; Oregon:  Northwest Re-
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In subsequent years, the "institutional need analysis" 'cohcept was intfo- =
duced. This was an attempt to identify the number pof needy students‘.‘ and
the aggregate finangial need. Later, the concept was tied to utllizatlorraﬁq
normal growth rates, with the various factors gaining more or less emphasis °
from one year tb another.- Atyition of very needy studemts was for a time
considered of utmost impostance, particularly in.the SEOG program. The
normal growth concept became predominang in .1974, when colleges were
permitted to file a "short form" as am alternative to the‘traditional "long
form" application. The initiatron of the short form was in response to
criticisms of the long form by both the~OMB and postsecdndary institutions.
If a college was willing to accept a funding level no greater than |10 percen{j:
of the previous year's panel approval, i1t had relative assurance of 110 percent:. .
funding. In_days "of relatively stable enrollment, many colleges (65% » - .
percent in fiscal 'year 1977) used the short form. It should be noted that &
introduction of the duyal system (short or long forms) put panels in the -
questionable position of making decisions from two different conceptual + °

points of view, institutional need or normal growth. ’
, .

t The Panel Process . '
% . ¢ .
)

Regional panels are responsible for reviewing institutional applications for
cdmpus-Based funds and comparing the..individual institution's request with ¢
requests from similar institutions. Améng other factors, parjel members are

typically chosen on the basis of their farmiliarity with institutions within the St
region. As such, the panel has an understanding of pertinent facts not ¥

" contained in the inéritutional application, including such ir]r}{ortant factors

-

as adm:inistrative capability dnd financial stability. erefore,  panel .

recommended funding levels result from & consideration of information from

both formal and informal information resources. h :

It 1s_important to point out that funding levels recommended by the panel @,

are seldom available to the institutions, sinek funds have ‘not been available

in recent years to fund fully pdnel approved requests. Furthermore, funds

which are available are divided among States by formula ip such a_way that -

similar 1nstitutions in different States recéive different percentages of

‘panel recommendations. .(See Appendix F) College A in one State may

receive as much as 95 percent of,1ts panel recommendation, while college

B, a similar institution in a nearby State with equivalent actual neéds, mdy .

receive as little as 32 percent. Since panelists are aware of these L

phenomena, their objectivity in revieding institutional requests is affected.

In @ recent survey, 68 percent of 98 respondents. who had. participated on

regional Banels believed that many- or most institutions inflated their

requests.”” Inorder to receive the dollars ft actually needs, the applicanit,
. - S . .

[
.

! . - "‘ -i
15Donald Mullen, "Final Report of the Panel Review Process"
(Unpublished study, .Office of Financial Aid, University of Montana, 1976),. -

pp. 6-7. . - >
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+ Institution may subrhit an inflatéd application to compensate for reductions

’—
SN

necessitated by the State allacation fyrmula. For example, the application
of college B, intended to determine thé actual dollars needed by the college,
must somehow -show a need for $3{2.50 in order to receive an award of
$100.00 (312.50 x 32 percent) after the State formula applies. The fact that
colleges have been able to proveneed for %312.50 whén only $100 Is needed
points to the weakness of the application, and ‘to the Jdilemma faced by
panelists under the current system. ' 't :

-,

-

An additional weakness in the present process is the inability ‘of panels to™
propegly consider the immense amount of data presented to them. Without
computer or other-analytical support, the process is plagued with inequitable
and inconsistent- decision-making, both within panels and '%)e.tween regional'

nels. - . .
pa - - 4

3

Pressures to change the institutional application process have increased m °

recent years. Included have been requests for . new.appl}gnion, elimi-
nation of the panel process, using only auditable infornration, implication
of the entire procedures, strengthening the panel process, transferring the

respons:bility for institutional allocations t9 “tate agencies, and using a

i
IS *

formula distribution of funds to mst.lt'utions.l

.

In summary, the apphcétlon and funding process are complex, burdensome,

.

a

‘and time consuming. They, encourage gramtmanship and speculation on the

future. An alternative means for distributing funds must be found.

-
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. Institutipnal Funding Process for
Campus-Based Programs

-
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-

. Réquirements of Any Institutional Funding Procedure .

I-C-1 )

H-C-2 s Develpping a New Institutional Funding Proceddré *
IeLmted States, G.A.O., Administration of the Office ©of Bducation's

Student Financial Aid Program, p. 34. ’ ’

‘e
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lenited States, DHEW, Office of Educatiom—Requirements: Statement — -

and System Proposal of the Task Force on Data Management of the Campus=
Based Student Financial Aid Programs, 17 January 1977, pp. 70-80.
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JI-C-4

L]

. II-C-I Reguirements_of Any Institutiorial Funding Procedure .

" Establishment of a Working Group
1 P

Reallocation of Funds ih,NDSL, SEOG, C'W-S -

.
4

.

Reécommendation . ) '

based funds to participating institutions must include the following:

Y
I.  General Criteria

A.

"H.

R

The funding process should carry out the program objectives as

"established by Congress.  Further clarification of Congressional

intent is necessary.

Information‘on-the planned method of fund distribution, review and .

The» Study Group recommends that any’ process designed to éssign fcampus N

appeal guidelines, and rules and-regulations should be announted to

institutions well in advance of the implementation of the system.

-

The funding process should ‘be readily understandable to the in-,

stitution and governmental units administering the programs.

The funding process should be as ‘simp'le and straightforward as

- possible and should be designedto reduce administrative efforts in

both institutioris and the Office of Education.

The funding procéss must be;sequentially &qordinated in order to

_aecommodate the varying calendars .of the institutions, the Office’
-of Education, other aid programs;, and the appropriations cycle.

i+

4 ‘
The staridards, techniques, and procedures used in ther funding
process should be uniform and consistently applied: from institution
to institution, from State to State, and from region to region.

Any funding process should be subjected to extensive testing be(fore
implementation. : -l

s

"o . o

The appropr_iatioﬁs' process should precede the institutional ap-

plication process so that the funding process can initially ,assign
"actual" dollars rathef thah "panel recommended"” dollars which are
typically greater than the final allocation. In the event that the

funding process continues to precede the appropriations process, '

initial, notifitations to institutions - should -provide" realistic
estimates.of available funds, give projections of appropriations, and

" give the effects of the State allocation procedures.

- 96
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Data Collection and Use

A. Ideally, tl;re fundﬁ-ng progess should utilize only data "thats can be

verffied,_ahd audited. Authority to.require such verifigations
should be included in regulations. This impligs that, to the extent
possible, all datae represented must be actual, not estimated or"
projected. ’ 1 :

h \

- - - ~ » \
B.” No more than one data collection' document should be used to

collect necessary data for the funding allocation process as well as

- for the end-of-the-year reporting précess. , g
.o _— . “ : \ . . -
C. The Office of Education should fully qutilize the advan f
automatic data processing in thé fanding process. - . C et
"&eview'and'éég.eal‘. o

The funding process should allow for a review and-appeaL mechénisrﬁf_ .
The mecHanism for review and. appeal shauld be a peg panel repre-, °
i

sentative of constituent grqups including the Regional Ctfice of _those
institutions. Thé policies and procedures govgrning review and appeal

must be clearly defined and published simultangously with the document .-

used by institutions to’ request funds. The justiﬁbcation for decisions
made by 4e appeal panel uld be carefully documented and per-
manently maintained as a.matter of record. ‘- ’

) . ; I T, L . .
Rationale - ‘f > ; A o
‘ . N

The current system has mary disadva_ﬁ_tages ingluding the following: *

"L

-+
.

W

LIRS

The current application is difficult and time consuming té.com%‘g,
edit, ang evaluate. T - . . 5
£ - Pl vy -

P . ! .
!

. [ = 7

e application Speculates on the future, in that decisions are based on
projected: figurés that are difficult to estimate ‘and impossible to
validate until two years later. ’ v !

. ,ct;rrent application encourages gra}mtmanship.

The application is burderisome to process. The logistics in Regiefi V fqr
Fiscal Year 1976 are cited as.an example. _ €d_forty (740),-
application werer received. Most contaified I4 pages, each having 5
‘copies, resulting in, 52,000 pieces of paper which must be recéived, .
sorted; logged and—cﬁé_cke‘d for 'completeness. Similarly, tht immense

" “‘amount of data is difficult, if not impossible, for the panels to consider

properly. . e ' ) -,
/ -
- ;~ ’ ' = \
~ 97 . .
. ) . .
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Institdtions report. that they spend an inordinate ‘amount of time - .
'gathéring and verifying the data. - '




-

. Recom mehdatlon

The ,unevenpess of the proqessing wonkload from one region to another
another tenlls to foster 1nequ1ty The average panel review tlme varies
from under onethalf hour in one région to almost and hour ‘in several )

5.

alternatlve means of dlstrlbuimg funds to institutions must bedeve?oped

3
-

ll C-2 Developlnga New lnstxtutlonal Fundma Procedure

-
. .
. »

)
. .

The ‘Study Group recommends that a ngw method of fl;nd allocatlon be' '
developed and fully operatlonal for use in 1979-80 (Fall,"1973). . The de-
velopment of.changes in the 1978-79 fundmg process should be "transxtlona\l"
in the fense that these changes. should be consistent with the method to be
utilized in l979 80.

»

" The Study Group ¢further recommends that ‘the. 1978 79 funding process

[ .

) .
) It is expected thatie development of a new fundmg process will be dif-

should:

.
N

¢
L4

- ' Lo- »
Fund all institutions which have participated in the programs for.two
.years or more at a level which bears a reasonable relationship, to cur-
rent levels.

. -

Attempt to .correct grst meq‘umes in current levels of mstltutlonal
fundmg T

Id

-

- 3 'Be flexible to accommodate new institutions, as well as relatively new
institutions, .whose current levels of fundlng may not reflect their
actual needs.

) T - . )
Rationale B

"The Study Group believes that there is insufficient time to design and test’
agpquately an ideal process for fund allocation for 1978-79 (Fall, 1977). It,
‘therefore, regpmmends a contipuing effort toward achieving that objective.
‘Such’ an effof¥.should first establish the gdals it wishes to achieve by
elaborating Bff the criteria listed in l-C-1. "Having ‘established a 4ramework

of achievable ‘goals, it should test various methdds of fund allocation agamst

X’fﬁese goars. °

\

ficult and time consuming in that it must not jeopardize the educational
plans of individual students or the fiscal position of participating institu-
tions. ‘

- L
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I-C:3 " Establishment of ‘A Working Group

Recommendation

The Study Group recommends that the Secretary immediately direct the '
Commissioner of Education to esgablish a working group to assist in the .
development of new approaches to the funding process. ‘ -

The -Study Group further recommends that the working’ group be charged
‘with _providing guidance and advice with respect to the development of
* regulations, technical amendments, forms' and other materials attendant to
the funding process including: . '
I. The testing of alternate allocation models and formulas (including
allocations t&institutions from funds available to each State, as well as.
State allocations); * . ' o

2. The review of data needed for a revised funding proce;s; '
3. Clarifying the role and function of the Regional ©fficés;

4. - Clarifying and revising the role and functi‘on' of the review panels if \
they are required. - ' '

"The Study Group recommends that the working gréup be orgépized immedi-

ately in order to develop a calendar ‘for identifying, testing, and imple-

menting changes in the funding process.

T

- ~-=The Study Group,,als\o)rc_cnmmends that the working igrc;u in its develop-

. .Iment of a'new funding process,. should explore.and:attem to resolve the .-
incongruities inherent in the relationshi en the institutional funding

"process-and the State allocation procedures. (Ske Recommendations II-B-I,

.2, & 3) Farthermoré, the Study Group believes that an essential part of this .-~
process must _include the resolutipn of the interrelationships amerig Federal,
State and institutional financial aid prégrams, as well as the resolution of

« the interrelationships among the various Federal programs. ‘

“The working group's role sﬁci):uld.continue until a new permanénx fund alloca-
tion system is in place and operational by February 28, 1979 for use in the
"1979-80 fiscal yéar. - . o

Rationale. - ‘ *
DE— {

. C—- b . R
The development of any new process to allocate funds to-institutions will
necessarily impinge upQn many facets of Fedgral, State and instititional
operations.  Therefore, to assure the development of a funding process
which is workable and equitable, input from ‘a wide variety of sources is
mandatory.  Because of the inherent diversity of State and institutional
programs, the Office of Educationis in a unique position to provide leader- - -
ship for this'effort. : ! v

99 -
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N I-C-4 Reéllo&atioﬂof Funds in NDSL, SEOG, And CW-$ L

o

-~ * . Recommendation
[ kd ~ -

P

F1)

I.  The Study Group recommends that beginning in the 1977-78 school year,
. Regipnal Offices be given Iinal authority for reallocatien of regionally
- . deobligated fuhds, in the SEOG and CW- Srgrograms, in brder to permlt
R timely use .of these funds. o .
2. " Such regional authorlty should extend to the NDSL Program by making -
. . statuatory changes.
3. ~ Such regional authority for reallocation should be extefided from one
State to another within a region if there is no declaréd need for that
funding within the State from which it was-deobligated.

o -

Rationalé . .o e 9"

In order to provide maximum flexibility in assisting students, it i{s necessary
to change the present procedures for assigning deobligated funds. By
« Tncreasing regional authority, the funds can be delivered to the institutions
.at a timM& when they can make use of them Freed from the necessity to .
keep funds within one Statg, bverestimates and underestimates can be °
- _ ameliorated over regional areas, eliminating slgmflcant differences between
bordering States. It has not beeh possible, in the past, to reallocate. badly
needed funds. , . ¢
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D. Student Application and Awards: Financial Aid Programs

" " BACKGROUND AND ISSUES

If Federal student financial aid programs are sometimes confusing and
difficult for those who manage them, they present much greater problems
oo for the student and his or her parents. One has only casually to examine the
| student financial aid application and award process to realize that the ‘
! student applicant faces a veritable maze of differing sources and types of
| financial aid, each with its own forms, deadlines,. and procedures. - For
example, a student™may file separate financial aid applications with each
institution to which adntission is sought, as well as for financial aid with a.
o State agency, for g Basic Educational Opportunity Grant (BEOG), and fot a
e Guaranteed Student Loan ( GSL): The stident may also complete
=i applications. for scholarships from local, union, company, or philanthropic -
2 i.groups. . Dy

In addition to the numerous financial aid applications to.be completed, the
- student is frequently confronted with the more cofnplicated task of . -
completing several needanalysis statements. Institutions may choosé among g
.several possibilities: the College Scholarship Service, the Ameritan College.
L Testing Program, or the income tax method, or they may adopt the BEOG
angiffsis. Thus, a student submitting applications, to two or more institutions »
-, may be requested to’ submit information_to meet the requirements of two or
more different need andlysis systems. Some State agencies utilize still . .
another system. Private sources of financial. aiy may request financial - . i
.- - information from the family in yet another form. It is more than possible, .. - e
- then, that-a student will be required to complete up to seven different ~ '
D documents, each requiring similar information, just to apply for financial aid
’ at just one institution. ) A ‘ :

’ * .
N -

- The application process for students is further complicated by three key *:
considerations; . T N

. ‘The definitjons of some of the requested data on the applicatioris are

not alwayvonsistent among the national need analysis services, States,

the BEOG program, and the GSL program. { '

2. The .timing ofi* thz distribution and processing of applications differs
. among private, Sfate, and Federal systems and, thus, creates. confusion
for students and complicates the institutiorial packaging process.

. 3. The. varying use among private, State, and Federal systems of estimated
. or actual ‘family jncome Pesults in the possibility of inconsistent treat-
ment from program to program.
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The net result of this vast array of paperwork is often copfusion and un-
certainty for the student and the student's family. Out of confusjon, lack of
information, and amount of ‘effort involved, some students and parents fail
to apply,'to receive the benefits of programs intended fo assist them. At the
least, students and their parents spend many unnecgssary hours providing
repetitive information for the many different organiZations and agencies in
the aid-awarding process. There is little question that the multiplicity of
“forms, uncoordinated application dates, and inconsistent definitions cause

some missed ‘opportunities and, ,thus, hinder ,attainment of the goals of .

access and choice which underliefthe Federal student ifinancial aid programs.

'In 1975, the National Task Force on Student Aid Problems called for the

T . adoption of a commeon financial aid application, cammon definitions, and -

common application processing_dates in order to simplify the financial aid
delivery process for students and their families. Since 1975, the contipuation
of the Task Force activities has been carried on hy the Coalition for the
Coordination . of Student Financial Aid. The ICoalition has prdivided

substantial leadership for efforts directed towarg sifnplif.\ying the delivery of

financial aid funds to students. Nevertheless, the current process by which

. students’apply for financial aid funds is confusing, complex, duplicative, and’

-inefficient. It is no wonder that many students and their familie¥ fail to
comprehend the totdlity of the system. Major changes are,"therefore,

needed in the current patchwork process in order to prevent the system-from

literally being buried in duplicative paperwork and in order to make the
systém more qaﬁlLunkrstahdablg; - o : ‘
:. ¥ -
RECOMMENDATIONS

»

Student Application an,d~Awa§ds Process

. . <~ o L :

lI-D-1 * Simplication of the Student*Application Process
i%;»e Year Family Financiai Dat.a

Data Validation - R

"of -Common Definitions ‘ '
BEOG Award as Foundation for Total SFA ‘Award Package

The, Basic Educational Opportunity Grant Appropriations
Procedures

102

- 1

+ Identification of Common Data Elements and Establishment ,




. 11-D-7 Basic Eduqatign'al. Opportunity Grant Application Deadline

[1-D-8 Validation of Information With Ineeme Tax Records
11-D-9 Use of GSL Funds to Substitute for Parental Contribution

1-D-10 Coordination of SFA and Public¢ Agsistance Programs

t -

II-D-1 - Simplication of the Student Application Process

A

Recommendation .

hd \

The Study Group recommends the adoption of a student application system
which would -make it possible for a student to supply family financial 'dafﬁ
only once a year in order to have family financial strength analyzed.

. Under such a system, data elements needed to determine student eligibility
for a BEOG wasld be included on the forms of participating private need
analysis systems and State scholarship and grant agencies, The participating
private systems and State agencies would transmit these data to the BEOG
processor who, in turn, would inform the student directly of his or her
eligibility without thé need of an additional application.

Rationale )
The concept of a common financial aid data collection (CFADC) system will
reduce the number of applications for financial aid to be completed by a
student and his or her family. It will also facilitate the synchronization of
thedelivery of institutional, State, and Federal financial aid and impiement
the use of a common calendar as well as an application containing common
data elements and.common definitions. The common data collection system
will thus eliminate the need for separate applications to the BEOG Program
and the institution's need “analysis processor. The initial data recipient or
processor can, if it chooses, estimate the BEQOG Student Eligibility Index,
determine its own expected family Contribution, and, where .appropriate,
packaBe the various Sources of aid under its control with the probable BEOG
awards’ . .- =

e
- = i -

—

18‘l'he revised student application system has been.referred to as the
"Multiple Data Entry System,” the “Common Data Collection System," and
"The Tape Exchange System." This report employs the label ‘of the
"Common Financial Aid Data, Collection (CFADC) System" to ‘describe the
system.
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Other than the fact that student data may be received from participating
private need analysis processors and State agencies, the processing of BEOG
applications will remain the same: the applicant's data, from whatever

- source(s), will be processed by the B processor and the Student Eligi-

bility Report will be produced and mailed to the stqden_(. In addition, the
BEOG processor will handle changes in student data and ‘control for dupfi-.
cate applications. Furthermore, care will be taken to insure that students

. ¥_who wish to apply g.nly for a BEOG, may still continue to do;so with no

r

change.* \
A e
II-D-2 Base Year Fam\}y Financial Data P
. Recommendation \ ) - o e

v

- The” Study Group recominends that only verifiable year-end data on the
family financial siguation be used for the final assignment of Federal funds.
The ™jstribution schedyle’ of studgnt applications by the BEOG program, _
State agencies, and private need ‘analysis-processors should be consistent *
with_the of-year-end data. However, special efforts on the part of
collegesthagWish to advise families of the studeat's probable financial aid
eligibility in oconnection with an early admissions process would not be
inconsistent with the established application availability date as long as only
completed year data are used for the final assignment of Federal funds.
This recommendation applies to the annual application process and does not
preclude use of current-year data in special circumstances (death, divorce,
etd.). - - . -

»

Rationale

A common financial aid data collectipn (CFADC) system Tequires the use of
a common base-year which will be utilized to determine family financial
strength.  As presently conceived, the CFADC system will collect full
calendar-year information from families since applications will not be
available for completion or processing until near the end of each calendar
year. The appHcation-utilized by the CFADC system should permit a re-

- ference, by the family, to informatjon reported to the Internal Revenue

Service rather than [@aving the requested information open to interpretation
and possible misrepresentation, whether intentional or otherwise. Recent
studies suggest that financial aid forms filled out after the year has been
concluded have a higher validity rate than those completed before the close
of the‘calendar year. An even higher rate of item validity is attained after
the Federal tax return has n completed. In terms of fraud and abt\:je, it
is apparent that the use of prior year data is preferrable sincg it would be-
difficult if not impossible to prosecute successfully someone for an incorrect
estimate of future income. " :

L o o "
) 5- lj‘,) .
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Both advantages and disadvantages accrue from either an-eai'ly application
avajlability date, sbch as September or October, or- a later .one, such as
January. An -early date would allow students the, opportynity to finalize
their postsecondary plans at an earlier date. However, an early application
availability date implies that students_would be submitting estimated rather
than 4actual year-end data. Although it would be possible to address the
problem of estimated data by strengthened verification procedures, _the
' point remains that substantial repacksaging and reproCessing could be the end- ,
result of an early application avaijability date. ‘ﬁ‘wig\questionable whether-. *
the administrative effort involved in this repackaging "and reprocessifig -
effort, or the possibl& istudent confusion, would be offset by the fact that
awards could be made at a slightly earkier date. < :

~

The adoption 8f an “application system which utilizes only actual year-end
data will not be without problems for institutions which have traditionally
provided early admissions and financial aid decisions for students. However, :
1t is likely that a simplified application form and service could be developed
by the private need analysis‘ processors which would providé. an approxic -
mation of the family. ability to pay for those students and institutions -
wishing to halve earlier information.” Such a service would enable institutions :
to makE tentative financial aid offers a¥ an early "date which would be.

reviewed subsequent’ to tle submission of actual data at the eng of the

calendar year. B

~ L . N ¥

[i-D-3 Data Validation

- . s - .
Retommendation ~ L

The Study Grou} recommends that a’common financial aid data collection
(CEADC)system include a coordinated data validation Component. '

Rationale \ .
S — - - -

- - - -

Coqgdinated data validation efforts wm\'i-r‘nprove program integrity and .
re@e fraud and abuse. The CFADC concept would provide a mechanism .

for/ coordination and possible expansion of the offen _duplicative data °* %
validation efforts currently underway in institutions, State agencies, and —~—
private need analysis processors. Therefore, thé results of data validation :
efforts by a participant in the CFADC system should be shared, if appropri- 1

ate, with other participantscin the CFADC system. Participants not cur- 5
. renz\ly conducting data validation efforts should be—enceuraged to initiate .
such procedures and similarly to share the results, as appropriate, with other i

participants in the CFADC system.

L F
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Furthermore, under the CFADC gystem, it is possible that original dataona

This would provide an opportunity to.compare fhe data according to-
preestablished parameters and to conduct follow -up activities with the
applicant as needed. .

In summation, the Study Group believes that data validation efforts directed
at correcting intentional or unintentional diffetences-in ¢gta are a vital
component of the CFADC concept.

P

II-D-4 Identification of Common Data Eleri)ents and Establishment of
Common Detinitions -

Recommendation._

4 .

s

The Study Group recommends that the Offnce of Edbcatlon, the private need

all practical spped to identify the -common -data elements and definitions
"o which would permit the CFADCT system to operate and to develop the
procedures necessary to assure timely and accurate transmission of data to
. the BEOG processor. It is practical to seek full 1mplementa’aon of this
" . system for acgdemic year 1978-79.. o i = ¢ | -

- =

<

Ratignale

Each organization which awards {mancxal aid to students -- whether a
Federal, Spéte, institution, or private source — has the right to require that
students“provide -the financial information’the organization needs to make

t

_~ developed independentli and historically has operated autonomousty, there is
little consistency in the data elements they requést froin students and their
families. Also different organizations may use different terminology or
definitions to refer to what are essentially the same kinds of information.
Some of these differences in._data elements and definitions are only

_ incidental and do not reflect reat differences in the needs of the

- orgamzatxons._ﬂ:e CFADC :systemn provides the potential for a major
simplicatioa of the @tudent application process wnthout sacrmcmg the needs
of aid-giving organizations. -

The revision of student application forms to a&ue\d—: common data elements
“* and standard defipitions, gs far as this can beachxsx_ed and the development

of the Federal, State, private organizations concerned with need
analysis. It is the view of the Study Group that it is possible to incorporate
all of the data elements necessary to compute the BEOG Student Eligibility
"' Index into the application forms of State agencies orprivate processors.

L . I
- . "
.
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‘of procedures to transmit i(;a to the B processor .shpuld be joint. efforts

student could be recejved by the BEOG processos from two or more sources.

ranalysis services, and the State scholarship and grant agenciesroceed with

decisions under rts own critéria. However, because each aid system has been~

<
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1 II-D-5 BEOG Award as Foundation for Total SFA Award Package
. ’ - . =
Recommendation , : , —

]

The study Group recomimends that consideration of a potential award of a

BEOG be required in all cases before other need-based award of Federal -
funds is authorized for an eligible stsggnt. States should be encouraged to

do likewise. )

-~ , ‘ .

4

Rationale - ) _
Since the BEOG prbgram is the foundatidn of undergraduatg financial aid

. Pprograms, it is appropriate that all eligible - studerits bejncouraged,to :

. ' complete BEOG applications. This recommendation is compatible with the.
- ,.objective to collect common data information for *multipte eligibility
determination (see Recommendation II-D-1). _ Likewise shart-term efforts to~
‘accommodate students who have not completed the BEQG award process

prior to receiving né’e@gafed aid funds are not inconsistent with this re-
commendation. §ever'al States have already implemented such a procedure.

If State student financial assistance continued at. the same level after this . -
actipn, the additional *funds availabie fould be extended to assist more

. ~

students andfor in greater amounts. . . ; T

el
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II-D-6 The Basic Edtcgtional Opportunity Grant Appropriations Procedures

Recommendation \ ) J
n = . . i P
y " The appropriation procedures for the Basic Educational Opportunity Grant
b Program should, be changed to remowve the existing uncertainties in the
amount of awards that can be expected. Any new appropriation procedure
should-either 1}, fix-thé dollar amount of the appropriation on the basis of T
the best projection of needed funds, or 2) approve a given payment :
schedule. . ) ) .

L3

_ Rationale ’ . o J . /

¥ The payment schedule enabling financial aid administrators ‘to calculate

v

- BEOG awards has typically not been available until May or June. The
vinability to determine the actual amount of the BEOG award at the.same
time‘other sources of aid are packaged has led to, considerable inefficiencies
in financial ap# offices (e.g., awards must be repackaged if the actual BEOG.
differs from“the estimated BEOG). Furthermore, the laté date at which N\
acttal BEOG awards can be calculated complicates educational decision-
making for many students. . .

- 2

1.\ X - - ../
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In the early days of the BEOG program, the lateniess of the payment : &
e schedule was due to uncertainties related to Congressional permission to -
: carry over under-expenditures in one year for use in the subsequent yeat. ,
More recently, the problem has been quite the opposite, and the question has -
been .whethey the amounts drawn down or borrowed against future
~ appropriatiorfs would be restored by &’ supplemental appropriation from.
Congress.  Since such appropriations have beef lafe in coming; BEOG
program officials have dot known whether the pool of funds avallable for the
*. subsequent year would be the -total original approprlatlon or the
appropriation less that which had been "borrowed" to meet currént yﬁar
N expenditures. :
. A third source of uncertainity occurred during the 1975-1976 academxc year
- whefl permission to borrow against future appropnatxons was not received
+ - until after funds were totally expended. About 20 percent of the Nation's—
- educational institutions were without the funds to honor student ‘gwards for
approximately three months.

7

. The Study Group believes. that the detrimental effects of the current =~ _
calendar of student award level notification must be corrected. This could -
be accomplished in either one of two ways:.

L.+ The o‘ailar amount of appropriations could be established for the

fiscal year based on the best projections of participation rates and
levels of student awards. Requests for supplemental funds would
not be entertained"if projections were later fouhd to be in error:
\ . This fixed appropriation approach 1mplxes a first-come, first-served -

- philospphy.

. 2. A given payment schedule could be approved based upon the best
T . projections of participation rates and levels of student awards.. The
payment” schedule approach impHes that the BEOG programs is a
. true ‘entitlement program and,-thus, an "such funds as may be

- requireq” appropriation wouldge required to’ support the pbayment
y schedule. :

The adoption of either of the approad’:es would make p0551ble the ear:
* dissemination of the payment schedules as well as elifhinate the threat

readjustment of the student's calculated award later in the academic year.

o

o»

- II-D-7 * The Basic Educational ()J?portunity Grant Application Deadline

v A . ¢
- . ¢

©

Recommendation

2
~ .

The calendar relating to stur&t application deadlines. for the Basic Edu- )
cational Opportunity Grant Progrdm should be caréfully reviewed and -
adjusted to insure that students who choose to attend institutions with non-
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traditional acadérgic"calendalréiﬁj.have the oppor tunity to receive their full -

entitlement of funds. Specifically, the Study Group-recommends extension
of the current March 15 application deadline to a later point.in the program
year. L MLAPC ;

Vg
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"Students making a decision to attend a postsecondary institution after the
March L BEOG deadline may lose up to 50 percent of their entitlement by -

- virtue of the time of year the decision is made. For example, a student may

decide.on March 22 to attend institution "A" starfing April l. (Most
vocational schools ha.ve,c':ourses beginning monthly.) If the student had not
-previously completed a BEOG application, he or she would Yose three months
of entitlement (April, May,and June). before being eligible for a grant
covering only the portion of training that remains after Jyne 30. If the
course in question were six months in lengthy it is evident that one-half of
the BEOG award would be forfeited. Although BEOG publicity states that
March 15 is the deadline for submission of a BEOG apBlication rather than
for” enrollment, many institutions with non-traditional academic years are.
characterized by students who make educational decisions and plans
simultaneously with'enrollment. . . .

Therefore, the existence of the March 15th cut-of f may capse distortions in
student enrollment patterns since less affluent students may not be.able t6
afford ta enroll i rii, May, and June. This is further compounded by t
tendency of many* “institutions to utilize a "first-come, first-servei: N
philosophy in other financial aid programs, leaving them witH no funds late-
in the award year, - - ’

A - -
.

The BEOG system already has an overlap of several months in ‘which com-
puter systems for both application years are-in process.. The expansion of
this overlap period should not create a hardship. ‘How to accomodate
corrections to Student Eligibility Reports appears to be a more troublesome
issue. Therefore, limits may have to be placed on students who apply after

. March 15 and who make errors on their applications. However, penalizing

*

this limited 'group of applicants appears preferable to penalizing all who
make postsecondary educational decisions late in the award period.

)

II-D-8  Validation Of Information With Income Tax Records
T =

-— - ~ - . \ . ) -
Recommendation -t A\

})@tudy Group recomménds that, OE require States and institutions to
verify

and %alidate the financial information submitted by parents and
students in applying for financial aiY. Comparisons should be made with
Income Tax records to the greatest extent possible. : :
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> " Rationale ' P )
dAncreased efforts to verify inqumation on student financial aid ap&icationé
‘will enhapce the integrity of the submitted data and hence reduce fraud and
abuse. , . . .
The Study Group feels that it is incumbent upon need analysis services, .

States, and/qs institutions to compare financial Information obtained from
application sources and, if possible, to verify the financial information with

Income Tax'records. Studies to date indicate that approximately 15 percent

of Basit Gnaﬁk?‘\pplicarltg tend to underestimate income and approximately

6 percent oyerestimate. ’ ’ T

. - A .
v .

-

[I-D-9 Use of GSL Funds to Substitute for Pai’éntal Contribution

e . =
3

*Recommendati 7 . - -
~ - ’ 1, ‘ . :
The Study Group recommends that any need analysis {;/stem approved by the
* Commissioner for determining parental contribution for campus-based
programs be allowable for use in recommending subsidized GSL's for de-
pendent students. o .

Rationale . ‘ ) . .

The Study Group recognizes that in determining-stu
campus-based “programs, financia_l‘aid'administrators are
( subsidized GSL's as a substitute for part or all of the expecte

‘contribution. Amounts in excess of the parental contribution are cqn¥

astudent resource. | - P ,
! S ;

- Currently, there are provisions in regulations for campus-based program
which allow students to berrow from the GSL program an.amount not to
~ "exceed family-contributions. , The Commissioner must designate each year
those need analysis systems that _can be.used to determine _family contri-
bution which, in turn, determines the.need for campus-based funds. How-
ever, not all the systems e?;oved by :the Commissioner for determinigg
family contribution ahd need can-be used for-recommending ‘GSL amounts.

.
-

Bsee Sylvia I. Diegnau, "Stretching Your ‘Financial Aid Dollafs:
Another Look at Income Verification," The Journal of nt Financial Aid,
‘ Nov,ember, 1975; and James L. Bowman, Accurady o

- Income Reports for the 1972-73 Processing Year, Educa
Service gt —TI7Y, quTed Tm Vel ton oPSTadrt and bar :
. . Data on the %sic Grant Aeel'iCatxon Form, Final Report, Volume VI, Applie
. Management Sciences, Z3 November y p- 8 -~ b
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I1-D=19 Coordination of SFA and Public Assistance Progtams

"~ Recommendation o
-4

i
’

The Study Group recommends that the Secretary direct agencxes within HEW

to formulate policies and procedures for the coordination of benefits

¢ avaitaBle tostudents and their families from both student financial aid and

- public support programs. The Study Group further recommends that the
Secretary seek a similar coordinated effqrt with agentcieg external to HEW.

v objectxve of this recommendanon is to: 1) prevent the duphcatlon of
funds for the student's maintenance, and 2) prevent the curtailment of funds

~
v . provxded ‘for the student's maintenance. from public support progtams when
R tinancial aid funds are awarded to meet direct educatlonal expenses (tumon, :
Y - feedfbooks, transportation, and Chlld care).
Rationake e ‘ ‘

- — - \-a
. Direct educatxonal -CQsts may include tuition, fees, books, transportation to
. and from the educational™institution, and child care while attemding' the
~.  educatjonal mstxtutxon. The: Study Group is aware that duplication of
: Federal aid ang pubhc support dollars ‘has occurred because of imprecise
- policies within and without HEW. . The Group also is aware that aid reci-
pients' rhaintenance payments from other sourcés have been reduced when
) only direct educational eXpenses were met by- student financial aid program
- sources. In instances whereby maintenahce payments do not rfieet room and
board costs at an educational institution, the student should have the option
X " of relinquishing the public support program’ eligibility and seeking a total
financial aid package based upon need.
v e




E. Information Meeds of S.tu'dents and Parents .
: BACKGROUND AND ISSUES

Efficient and equitable delivery of financial aid requires adequate dissemi-
nation of informatiqﬁ to students and their pdrents. Information must be
timely, factually accurate, and- comprehensible to students and their
. parents. Information is needed to help ensure: 1) that pgespective, students
- and their parents: are aware of the sources of possible aid and are in a
position to take advantage of ‘the benefits offered by the various student
. v financial aid programs; 2) that students, cah make wise choices among
educational institutions without major financial constrajnts;. 3) that students
are more likely to select a beneficial educational program; and &) that
students receive adequate consumer protection.

? Ty '

Current Efforts - )
’ .

a

[y

7

Many different Federal, State and local government agencies and private
organizations are involved in trying to meet the need for information about
Federal student financial aid programs. Each of the Federal financiat aid
programs has provided for some dissemination activity. The best example of
" this activity occurs in" the BEOG program which trains both Central and
Regional Office staff; prepares and distributes handbooks, student guides, ¢
- and lists of eligible-schools;.develops policy communications to institutions; sers
- "and provides annual training of high school counselorsy student financial aid.
administrators and fiscal officers. " -
"1 OE Regional Offices are.responsible for providing info‘rmatio_n and advice to -
. educational, condimers’ and for ‘the’ disserhination "of information about
student financial aid as well as other programs.

-

. There are various State agencies actively involved in providing information
to students concerning both educational alternatives and sources of student

* aid. A good example is the Oregon Career Information System which is
directed toward non-school publics as well as currenf students, and also to
school and social agency personnel. The computer-stored data base contains.
a great deal of information about financial aid programs.

A
- . '

- . Evidence of Unmet Needs VA

Despite these and many other efforts, there is clear evidence that lack of
infprmation about student financial aid stands as a serious barrier to -
postsecondary education. Many poteritial students are not aware of Federal
student financial assistance programs or other sources of aid which might

4
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. - 3 . z
enable them to undertake postsecondary education. A repott by the Student
Advisory Committee of the College Scholarship Service concluded that’
"those gtudents -who have the greatest need are least likely to learn about ’
" the system, and least able to overcome the hurdles of forms, ann%l finan- “
cnal aid need analysis and repeated trips to the f1nanc1al aid office.

~The Natlonal Longitudinal Study of the High School Class of 1972 21 _tevealed °
that approximately one-third of 1972 high school graduates who did not enter
an institution of postsecondary education within I1-ard 1/2 years after

graduation gave as the reason: "needed to earn money.before could pay for ,
burther education.” An even greater percentage of respondents in low
socioeconomic groups{nd minority respondents gave this reasom. ) ’

Appa‘rently, many students -are not only uniformed but misinformed about
the types of aid available and the basis on which it is awarded. The same
study showed.that of students planning to cortinue education, but not ex-
pecting to receive financial -aid, 40% expressed a wish not to go into debt
(apparently assuming that aid consisted 8nly of loans). Fifty percent re-
. sponded that they did not expect to qualify for aid because of their geddes or

“test scores (apparently not realizing that significant amounts of aid were
available based only on financial need). . .

In 1974, a New Jersey 22 survey revealed that one-qﬁrter of the currently
enrolled students from families with incomes below $6,000 (students who
would grobably demonstrate need) failed to apply for financial .aid. Mare
than 40 percent of the students from famijlies w1th incomes between $6, 000
and $12,000 did not apply for aid.

- .

- »

- I
' 20"W‘hat 250 Student?Say About F1nanc1al Ald Problems." CSS Student

Advnsory Committee Report, College' Board Réview, No. 100, Summer 1976,
New York: College Er\,‘t;rance Examination Board, p. t6

l

Unlted States. DHEW National Center for E tional Sta.tlsi?gs,

Natlonal Longitudinal StudZ of high School Clas$ of 197 Washlngton, D.C.: ,
overnment Printing O1lice, s PP-
22The Needs and Resources of Under raduate Students in Postsecondary
Education in the Sta’ce ol New Jersey,’w;ﬁ-” lPrlnceton, N.J.: New Jersef —

"'ﬁ?Com MISSION on Flnancmg Postsecoridary Education, 1976) as cited in Making ¢

<t Count: A ReFrt on:& Project to Provide Better Financial Aid Information
10 gtuaents, ew York: ollege >cholarship rvice ot t oliege

- Entrance £ xamination Board, May 1977), p.Il.
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Not only are students often unaware and misinforred about financial aid,

". but they tend to greatly underestimate the actual costs of postsecondary

education. T%sﬁ shown ‘in 1975 surveys of high school seni%s in Iowa and
Pennsylvania.”™™ Furthermore, another national survey®” shows that

studegps are inadequately informed about sources ‘of possible financial aid

and are generally unaware of the "net" costs of attending private institutions
(total cost minus financial aid). Consequently, many of them-have begun to
"trade off* what they perceive- to_be ‘desirable ¢haracteristics of private
colleges in favor of:what they perceive t6 be the lower costs of the public
institutions. . . - )
Compounding the problem is evidence that students have been victimized by
some unscrupulaus educational institutions. Consequently, strong interest
has developed-in,the Congress and Federal agencies in protecting student
consumers againstincornplete or mis!eadirig information.

A 1975 report of ‘the Federal Mteragency Committee on Education (FICE)

Subcommittee on Educati Consumer Protection summarized the situd-

tion as follows: i o , : ]
The general picture shows that Fedéral efforts in protecting the
student consumer are .under way, byt have yet to achieve a fully
developed thrust.- Policies are largely reactive. Information
provided to the student is ina'a'equate. Safeguards against outright
fraud and simple abuse are weak. .Few ageneéefﬁagve systematic
procedures for handling complaints from students_ and parents, or
for redressing valid claims. Coordination between Fedéral agencies -
is at an embryonic stage, and the educational community itself has
not activated consumer protedtion concepts or mechanisms where
consumer problems exist. Among the Federal departments and

. agencies, .thezggs_ponse.tp, educational consumer’ problems varies
ﬁm'de’ rably. i . '

s

‘Q; ' _ froen

»

23

A Sutvey of Plans for Education and Careers:- A View of What the
_lowa High Schpol Senior Class of 1975 Plans 1o Do Following Graduation and

vanston, 1noi1s: oilege Lntrance Examination Board, idwest
Regional Office, 1975) as cited in Making It Count, p. 11. ‘

.ZQStudént Resqurces,éurvey Number (Hartisbu| , Pennsylvania: Penn-
sylvania Higher Education Assistance Agéncy; 1976) as cited in Making It

-

Count, p. 1I. " - . -

) 25Davis, 3:S., and W.D. Van Dusen, ‘A Survey of Student Values and
Choices (Atlanta, 'Geor gia: * College Entrance Examination Board, Southern
Regional Office, 1975) as cited in Making It Count, p. 11.

‘26 United States DHEW, ‘Dfficé of the Assistant Secretary for
Education, Toward a Pederal Strategy fon Protection of the Consumer of

Education, (vashgngton, Q.C.,' July, | 5%, ;p. I.

'Pﬁga P _§m s 3 .
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. Provisions of the Education Amendments of 1976
. e
¢ ’ .
In response to the problems of consumer access to adequate and accuraté
mformatlon, Congress included several major consumer-oriented provisions
in the Education Amendments of 1976. The Pﬁmtratlve allowance for the
campus-based programs was increased to fodr percent and the institutional
ceiling on such payments was increased to $325,000. In addition, the 1976
N . Amendments authorized $10 payments to institutions for each.BEOG and
. GSL recipient enrolled (although this provision has not yet been funded).
This increased funding must first be used by institutions to meet the new
réquirements for student consumer mformatlon. .

The 1976. Amerrdments also includga‘a new section (493A) on studenht con-

sumer information which requires institutions to provide information about

what student assist¥nce is available, how it is distributed, the means of

. applying for assistance, rights and responsibilities of recipients, .cost of
[ attendance,- refund policy, academic program of the institution, data re-

garding student retention and, when availabfe, student completion rates and

the name of the individual designated to provide information. Institutions
> .« mustbe in compliance with these provisions by July 1, 1977. -

- Section 493B of the 1976 Amendments requfrgs the U.S. Commissioner of
Education to survey institutional practices in providing students with
.complete and accurate information; to meet with appropriate-parties; to
-report to the Congress by October 1, 1977 on the use of work-study students -
as financial aid counselors; and, whenever possible, to include student peer
counselors in OE-sponsored‘trammg programs.

}

The 1976 Amendments also expanded the so-called. TRIO programs (Upward
<Bound, Talent Segrch, Special Services for Disadvantaged Students, and the
: .fhore gggcent Edygational Opportunities Ceatets) to prowde improwed -
o T 5 A u:ﬁormatlon to current and prospective disadvantaged postsecondary stu-

deénts. Section 4I8A provides new authorities for Service Learning Centers
'~ eat postsecondary institutions serving substaptial numbers of disadvantaged

students and provides for grants to Sfates to establish Educational Infor-

-mation Centers which would provide guidance, Counsehng, and referral

services directed at the disadvantaged. Section 335 authorized the Office of
-+ _Education to provide information on current and future career options and

trends, as well as inforrhation on career education activities, to students and’
- schBol personnel. -

*
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Unaddressed Issues
. ‘ )

The 1976 Amendments, however, do r'\ot address themsélves-to- all of the
existing problems in student information about Federal student financial aid
programs. There is also reason to believe that unless a forceful effort js
made to coordinate the various consumer information provisions of the 1976
Amendments, both™in planning and implemehtation, the results will be
- tragmented and ‘duplicative. While the Amendments require educational
_ institutions to provide information to enrolled and prospe?i»v‘e students, the

definition of prospective students is narrowly construed to tnhclude only
students who make inquiry to the institution. In fact, many of the neediest
students probably will not even consider making contact with a

stsecondary institution unless they have, “prior information which leads =
po: y P

them to believe that there are opportunities for them at that institution.
The Amendments do not address many of the concerns of the State agencies
or the need to coordinate information programs. There is currently no
central office where-comprehensive, current information can be obtained
‘about Federal student financial aid programs, and the Amendments do not
require that such an information office be established.

It must afso be recognized that there is considerable reluctance on the part
of some institutions and others to provide full, accurate, and complete
information. A recent report prepared for the Fund for the Improvement of
Postsecondary Education (FIPSE) states: "In the course of ‘this project, it
has become apparent that many of the commu?}cation processes in in-
stitutiops are unclear, obtute, and incompetent.” The report goes on to
affirm some of the strategic, policy or procedural reasons that institutions
" withhold information from’students: "Some belieye that 'The truth about
costs will scare them away.' and that 'It's too complicated financial aid
policy to be truthfully communicated.’. Others sense that 'We could not
handle any more students than we have now.' and 'Our policies are so tnclear
that we would be attacked if we described them publicly.' Each of these
objections was encountered by one or more of the FIPSE projecféparticip"ants
‘ds they attempted to deVelop information about costs and aid.” .

While there is'widespread agreerﬁent that students need more, better and -

mgre timely infeemation, it is not clear just what information is needed and
how it' should be provided. Many well-intended attempts to provide
information are often difficult to understand, incomplete, and not addressed
to the appropriate audiences. Additionally, some of the popular sources of
information are often inaccurate and unintentionally ‘misleading, Much -
remains to be done to develdp a system which will deliver useful information

families. Y .
' : . ]
27 . ‘
Making It Count: p. 13, .
~ bic | o e
' o 14 \
. - ’Y
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. RECOMMENDATIONS / ~ .

A . Information Needs for Student and Parents
! ,
II-E-1  Coordination of Efforts )
II-E-2  State Agency Programs . - . -
. II-E-3 Institutional Initiatives o~

. II-E-4  Scope of Informatior Content

N \ I-E-5 Information Disserpination Audiences
II-E-6  Lender Assistanfe in Dlssemmathn of Student Financial Aid

Informatxon
&

II-E-7 - Listingof Actiyé GSLP Lenders :

II-E-8  Student Borrower Counseling

I-E-1  Coordination of Efforts .

-
*

Recommendation o .

-~

The Study Group recommends that the Secretary establish -a  clearinghouse
oo for all student“information programs. ' This clearinghouse would serve as a
. focal point for all major student assistance information activities,"be they
Federay State, irstittitidnal,“of community-based: - Establishes- under 4,
multi-year contract, it would be authorized to collect, develop and
' sseminate information; encourage and coordinate existing .mforman‘on
programs, and conduct outreach efforts.

Y
IS

Rationale

Immediate attention should be given to ensure that regulations now being
- written in.response to the various provisions of the Education Amendments -
of 1976 are coordinated with-each other and with relevant existing reg-
ulations. Unless a conscious alkl forceful efforf is made to coordinate the
. various authorizations, both in the planning and the administration of their
imblementation, the results will be fragmented and duplicative.
I . Co
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* -

There is now no coherent plan or responsibility for the dissemination of
information to students and-their families. Each of the Federal student aid
programs, both within’"HEW and outside, has its individual information
acitivity. In addition, there are other,Federal information efforts intended
to help students make wiser choices &nong learning programs, schools, and
occupations or careers. There are also several activities, both within and
outside HEW, designed to help pfotect the student as a consumer. )

These activities would be mqre likely to complement and reinforce each
other with the oversight of a/clearinghouse or other focal point ‘to coordi-
nate them. One example ofe/his point of view was given in testimony to the
Study Group at the March meeting: ’

I further understand thia't, while the_Federal.Govg:rnment has been

with those of State scholarship agencies, for example, as in the
case of the State Student Incentive Grant Program, there has been
To such coordination when it comes to providi% matching }inancial
support for informational eutreach activities."

‘Such a_focal point could be used to Implement and coordinate many of the
recommendations made in this section. Particular attention would be given
to improved and better .coordinated information dissemination between
financial aid programs at all levels (Federal, &tate and institutional) and the
student special services activities of social agencies and community groups

(including manpower planning, career education, etc.) as well -as’ those.

L%

funded through TRIO.
The Clearinghouse also would be responsible’for: - .

1. Deyeloping and disseminating a compendium of financial and other

aid sources on a.State-by-State basis; - ,

- * - i - L . ‘ \‘-‘
2. Publishing a newsletter;

L.

3. Developing materials for use in media campaigns;
4. Responding to letter and phone inquiries;

5. Designing brdchures and other. literature suitable for the various
audiences desdribed in recommendation H-E-5.

ah

‘29-1‘oward Improved Access. to State and Federal Financial Aid Benefits,
Joyce CIarE, Coordinator, ngﬁer Fducation Guidance Frqgram, CFu'cago

Pyblic Schools, p. 3. ‘ -

doing a laudable job of coordinating its programmatic activities ~
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‘ II-E-2 State Agency Programs ‘ ,

—

)
Recommendation N

HEW should plan a program of cooperative activities with the States and
provide incentives to improve and expand State initiated information pro-
grams. Specifically HEW should:

. Identify exemplary State programs ahd disseminate information about
those programs to the other States;

2. 7 Make additional incentive grants to States to encourage development of
State-wide efforts to improve information dissemination -- especially to
out-of-school persons -- to augment the Department of Labor s (DOL)
Occupatlonal Information Systems Grants Program.

Rationale '

Each of the many scholarship, loan, and other postsecondary-agencies of the

., States have had’some successful and unsuccessful experience that should be

shared. Federal efforts to disseminate these experiences will speed up the

diffgsion process to the benefit of all. All fifty States now have a State

schofarship or grant office, often developed in response to the funding

~ provxded through the SSIG program. SSke could form the basis for thee

sharing of information. -

\ Another way for improving coorainatzon among States is to expand upon Ihe
j"ﬁfjebartment of Labor's activities, For gxample, through a program of grants
to eight States, the Department of Labor is encouraging-the development
and extension of systems to provide occupational information to persons who
are in the process’of career exploration and decision—making The systems
being developed by the eight grantees are based in part on conceptsatested

by the Oregon sarger Informatxo@?tem (CIS)

-

Specific program “agtivities whith could be conducted in ‘conjunction with
financial &id information programs are: \

- 1. Establishment of an information system\ staff within the State
receiving grants; ~» ‘

2. Establishment of a ;Solicy-making board or consortium made up of
representatives of key institutions representmg both the users and
producers of information;

. 3. Compilation and appraisal of existing information from a wide
. . variety of sources for a wide range of potential users;:
4. Adoption of a delivery system to disseminate information to per-
sons in the process of career exploration and décision making;

© e . ' 119 -
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5. - Provision of services to schools, smanpower agencies, and other
organizations using the system; -
© ~
€ .
6. Provision of adequate training for the staffs of both the infor-
mation system and user agency. :

After the first year of developmental activ’lty,-'the Federal share of costs
could gradually decline as the program beomes self-supporting: State and
local governments and the user agencies themselves would be expected to
. make arrangements to bear information delivery or hardware costs from the
outset. HEW cooperation with and augmentatian Qf this effort will insure .
that SFA conecerns are.adequately considered in the eight States with DOL
grants and increase the number of States that can be involved.

II-E-3  Institygional Initiatives t

P — . %M
.Recommendation P

HEW must make additional efforts to prom&te and encourage institutional
initiatives. For example HEW should: -

l.. Further develop and refine the materials ‘developed by constitutent
groups, and - S T

- - -

NI

-7 e

2. Provide technical assistance .and traininf seminars to assist more insti-
tutions in developing better dissemination of information based on the

identified exemplary materials. o
Rationale . s : _
———— . - -

To be -bonsistent with the intent expressed §y the financial investment in - o-
students, government age.ncie;i, mudst not merely establish and enforce
mihimum standardd. They alsg must provide leadership and incentives to
institutions to provide prospective students .with guidange that will make
well-informed decisions more likely, i ) -

The National Task Force for Better Information for Student Choice has -~
developed a preliminary draft of a form to be used by institutions to provide

a common set of information items. The latest proposed regulations do not

' prescribe a form or format, A common form “that would enhance con-

~ sistency and comparability of information shodld be encouraged.

Py -
=

Eleven institutions funded by The Fund for the Improvement of
Postsecondary Education (FIPSE) have served as demonstration institutions
in developing "prospectuses for their individual campuses. The resulting

exemplary materials shid® be used as a basis for a greatly expanded o
program of prospectus-development. T e, :

- -




II-E-4 Scope of Information Content

) Re;:ommend’anon //x
Concerted efforts are required to provide a balancel and ¢0mprehen§ive
body of information to meet the needs of prospective students. Information
dissemination programs must incorporate the totality of goals implied in the
various aid programs.- Timely and.coordinated efforts must be directed
toward improving stugent access, choice, retention and student protection.

Rationale

. Y .
To make the most of each investment of public resources, information for
students should be a primary goal. This goal is consistent with the basic
intent-of financial-aid programs: to help provide postsecondary education to,
all who can benefit. It would be inimical to this basic intent to focus on one
aspect of_student information. For- example, an emphasis on information to
improve access without a.corresponding emphasis on information to improve
student- choice (of educatign institution, academic program, and career) can
only lead to frustration and, consequently, less than optimum use of public
funds. Moreover, .the a.?rustratxon resulting from improperly balanced
information emphases can and often does lead to studentdropout and non-
payment of loans. .- . 3

*
v

Some recognition of the need to provnde prospective students with more than
access, information is evident in existing and proposed regulations. For
example, the Rules and Regulations for the Guaranteed Student Loan
Program state:

In the case of an institution having a course or courses of study, the
purpose of which is to prepare students for a particular vocation,
trade or career field, such statement shall include jnformation
h regarding the employment of students enrolled in such courses, in #
T - spch vag a{gn tradeor caree@ld. ‘Such information shall include- -
data regarding the average starting salary for previously enrolled’
students entering positions of employment for which the courses of
study offered by the institution are intended as preparation and the
/ percentagg of such students who obtained employment in such
posmons. .

-~

;J * - ]
o 3O"Fec:!eral State, and Private Programs 6f Low Interest Loans to Students
in Institutions of :Higher Learning", Federal Register (Volume 40, i\lo. 35, p.

759.° . .
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The importance of this concern becomes especially-evident when taking into
account: 1) estimates by the Bureau of Labor Statistics that by. 1980 there will
be an oversupply of 180,000 collége graduates annually; 2) the recent reporf by
-~the National Assessment of Educational Progress Study which shows that a) 44
percent of American 17-year-olds wanted - professional careers --
approximately double the portion of professional and managerial jobs cyrrent!yugsy,
avgilable -- and thag b) prospective students from impoverished communities, -
blacks, and people hc:use parents had little educaEiPn weré most lacking in
"career and occupati development" information,” " ) o !

) LS
B .

Obviously, more remains to be done to éncograge wiser use of student financial
aid funds. ) -

-

4-E-5 Information Dissémination Audiences )
. ¢

- Recommendation ° . -

The efforts of HEW to disseminate information must be.increased to fill needs o
that are not covered by proposed regulations. Specjfically, HEW must provide -
information about alk Government student financial aid programs.” A mere
intensive effort must be made to obtain the .cooperation of the mass media,
education and student associations, and’ industfy to reach potential benefi-
ciaries. Such efforts often can best be*made in conjunction with current
efforts to develop career awareness and opportunities. The information that is
provided should be: - . \ » )

a

== x

1. Tailored for brospective students who may not make inquiry at a post- %
secondary institution; - ’ '
~2. Addressed to different academic levels (including *first-year high school
students) and tb non-traditignal stadents (those who wish to restart formal
education); N ‘

(3 . -

~ ot

v .

‘ =z . < , e, e
3 Understandable by people of various sogioeconomit backg;ounds; .

4. Targeted not only toward students but toward thpse in a position to
influence student détisiOns such as admissions counselors, high school

re counselors, community referral services, and parents.

The First' National Assessment/ of* Career and Occupation -
Development: -An Overview, (Denver Colorado: National Assessment og .
Educational Progress, November, 1976), pp. xv-xvi. : 4

] .
r &
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Rationale

-

»

)

.In accordance with the Education Amendmen{s of 1976, proposed reéulations

require that institutions receiving administrative cost allowances (for par-
ticipating ‘in BEOG, ‘GSL or.a campus-based program) provide information
about themselves and about financial aid programs avallable to a student.
Specmcally, the proposed regulations state: N “.

?'.X

The information to be prepared and disseminated to students
includes:
A. descnptlon of all student financial ald programs able to

students who enroll at that institution, including- the

/ procedures and forms for applying for such aid, the
student eljgibility requirements, the criteria for selecting
recipients from the group of eligible agplicants, and the” S
criteria for determining the amount ; student's award;

]

B. A statemerft of the rights and responsibilities of students
receiving financial aid under the Basic Educational
Opportunity Grant, Supplementat-Educational Opportunity

' Grants, College Work-Study, National Direct Student
: Loan, or Guaranteed Student Loan Programs.  This
1nformat10n shall lnclude
~ -«
I. Criteria for continued eligibility for each program,
including the financial conditions which must be met;

2.. Criteria for determining that_a student is in Igood

. standing and maintaining satisfactory progress in his

- or her course of study, as-required’by- Section 497(e)

.a~ . (1)of the Act for the purposes of receiving financial
‘ ~ aid payments, and the criteria by which a student who
) ", has failed to maintain satisfactory progress or good

'" standing may re-establish his or her eligibility for

.payment;
. -3, The means by which payment of awards will be made
;\\ to students and the frequency of such payments;

4. The terms of and ex;.pected schedules for repaymeﬁt
of any loan received by a student as part of his or her
student financial aid; and .

¢
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& 5. The general conditions and terms applicable to any
* employment provided to a student as part of this
financial aid; : \

-

C. The cost of attending the ihstitution, including tuition and
fees, books and supplies, estimates of typical room and
board and transportation costs for students living on-
campus, off-campus, or at home, and_any additional cost
of the program in which the student is enrolled or
expresses a specific interest;

¢ » - .

D. The refund policy of the institution for the return of
unearned tuitioh and fees or other refundable portion of
cost paid to that institution as described in paragraph (C)

~6f this section; .

E. The academic program of the institutions, including the
_current degree program and other educational and training

. programs, the ipstitutional, laboratory, amd other physical

) facilities which relate to the academic program; and the
faculty and other instructional personnel;

'F. Data regarding student retention at the institution, e

including, for each of three most recent academic years,
the number of students who enrolled and were still

enrolled at the end of that.year or who graduated from

the institution, andythe percentage that such students

represent of the tota} enrolled; :

. G. The number and percentage of students completing the
' program in which a student is enrolléd or -expressed

. interest, if such data are available at the jnstitution.

While thegg regulations are comprehensive so far as institutions are concerned,
they do noMaddress the need to communicate with non-student groups and ‘to
students at different academic fevels and from various socioeconomic
backgrounds. This needwas well stated by Joyce Clark, the Coordinator of the
Highet Education Guidfce Program in'the Chicago Public Schools, in recent
testimony to the Study Group. Mrs. Clark said:

32 ’
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Vo ...mformation concermng the avallabu.lty of these r@sources, an
assnstance m completing the often-complex appllcatlon procedures,

ttunities_ jn poverty communities,- where the
' ’ problems of flay-tqo-day survival take precedence over the long-
e range promis€ of'a better life beyond the receipt of a bachelor's
degree, or_a certificate of training. Even an ‘extensive media
~ : ign of the tWpe which heralded the advent of the Basic Grant °
. ® . Prog am in 1973 was largely lost upon those .who qualified for that
. program and who tended not to read the kind of magazines or
watch the kinds of tpjevision shows which broadcasted information
_about the prograg. .

A coordinated effort to obtain the coop@ratlon of the mass medla, edUcatlon
and student association$, and industry can go,a long way in helpigg+emove
- t information gap. One par{ipf thlsgffort should include a coordinatian of
ort in time as well as in content; i.e., "a student financial aid week" could
be decﬁxred and an intensive effort made by all parties srmultaneously The _

’ / parties Involved in such a combmed edfort should include:

- i L4

l. Federal agencies (mcludui those with career uhsel'rhg respon-

/ ‘ sibilities), 2 'y

. S y o o
) - 2. State scholarshlp and lan agencnes, T e
‘ C s, Secondary schools, . N . 2

;e , - . .
,,,,, o= - . .
4.  Community .agencies (including‘ unemployment offices,. welfare
= agencies, libraries, labor wnions, businesses, educational oppor- )
tunity centers, Women's Services, etc.), : par
, -
- [y Al . ”
5. Lending institutions, : ’ * : '

‘ (\ i - p i - . . . . _i »
: 6. Education associations and institutiops,

- .
_'/ : 7, .- Television, radio, magazines, and newspapers.
. . )
I-E-&° Lender Assistance In Dlssemlnaud\ of Stiiderit Financial Ald In-
' o on ;
- &> X
" , Reso @endatlon : RS . . )
. . The Study Group recommends that OE an? Sta!e and pnvate non-proflt.
. . guaranteesagencies, coordinate the establishment of a.student information
‘resource system with .;;111 lenders to insure that all students are directed to
s . investigdte their eligibility for various sources of grant or lower-cost loan °
' . aid prior to processmg a Gual"anteed Student Loan. o
. . 4 * i
e 33 5 .o o ‘
" N - C al'k., po 2. o . . \
4 -~ . . i . oV,
. o | L \
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In this regard, the Office of Education and/or State and pri\;‘non-proﬁt
guarantee agencies should provide each student load offic ith infor-

.~mation regarding the availability of and eligibility requirements for various
other sources of student financial aid.

Rationale

To assist the student in seeking SFA that best fits his or her financi% need
and educatlonal goals, it is recommended that lenders be a source of infor-
mation on SFA-pro This information should be ided by OE or the
guarantee agency and in a ready and convenient Yorm for use by the
lender. It could take the form of a pamphlet or fact sheet listing SFA
programs and locations for obtaining additional information.

Although thany efforts.have been initiated to inforff parents and students of
the availability of student financtal-aid, it seems that much more still needs
to be done. Lenders could assist this process if up-tg-date, useable infor-
mation were available. This could be used by lender§§ the same way- that
bank loan officers advise customers about other sourcs of credit when the
bank is unable to meet their n%ed at that time. -

' * ]

* HI-E-7 - Listing of Acti.ve GSLP Lenders , - : y

N
Recommendation -
’ -

By

#

The Study Group recommends that OE develop annually an updated list of !

active GSLP lenders to be provided to student financial aid administrators

and guarantee agencies and to others upon request.

" Rationale S ,
1 ] ) , . .
Currently, there are approximately 19,000 eligible lenders under, the GSL

program. However, only about 1/6 of them are actively participating. The

result is that parentsiand students must expend considerable time and effort
. in contacting a large number of banks on.the eligible list, only to learn that
they have not made loans for some time. .

. r - -
Since OE maintains yearly lists of lender disbursements, the production of a
list of participaptg would not be difficult. This information would not only
be useful for th®e with immediate need for ‘a loan, but would also aid in
planning for future needs. Eqmxample, if several years prior to their son's
of daughter's anticipated college enrollment, panents noted, that their bank
' was not listed 3s "participating,” they might- wish to move their accounts ‘to
another local lending institution which did provide a full range of services,
including_guaranteed student loans. The pressure brought to bear by such a
dfsclosure might have the desirable effect of increasing bankers' awareness
of the importance of making GSL available to their customers.

=

2
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II-E-8  Student Borrower Counseling

Recommendation L . T

- ez

" e

The Study GEoup recommends allqstudé_nts receiving a loan should experience
-=  a mandatory- counseling session with a lepding officer to discuss the nature
of the student obligation and repayment responsibilities.

ok - P

Rationale Ripmiea . . .
One of the consistent thrusts of the Study Group has been to recommend,

- where possible, preéventive action to address fraudee,abug,p. Here is another
point at which such is the case. Too gften abuse of federal SFA funds occurs
because of a misunderstanding or lack of concise and direct information.

For example, many student borrowers have complained that they were
unaware of the financial obligations that they undertook when adcepting a
Guaranteed Student Loan, and other students assumed Guaranteed Student , -
Loans without intending to repay. Both of “these types of situations could ,
have been effectively addressed if the students had been required to par-
. ticipate in a counseling session with the loan officer. During such a session
, . the loan officer could have impressed upon the student the nature of his
. . obligation and the consequences for the failure io meet this obligation. ~

-
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F. Federal Student Financial Aid Paymeht Processes

Ly P T " )
BACKGROUND AND ISSUES o

-

'2 '..u ! ‘ ¥ «

The P'rogzess

LI

Several means are currently us€d to make payment of Federal funds to stu-
dents,.edbcatienal institytions, and lending institutions. .

~ '

Payments to students under the BEQG program are, with relatively, few ex-
ceptions, made through the student's educational jnstitution, which receives
its payments by means of the Departmental .Federal Assistahce Financing
System (DFAFS). However, BEOG also makes payments directly to approxi-
mately” 8,000 studénts attending some. 750 institutions through the

Alternative Disbursement System (ADS).

Payments to institutions under the campus-based programs are also made
through DFAFS, except for NDSL: 207" loans from the Federal Government
(needed for the one-ninth NDSL matching funds). These loan funds are paid
directly te’institutiom througg;hé Oﬁ}ce% of Education Finance Divisions

“Fhe final step in thé administration of Federal SFA programs is the actual

payment of funds to the individuals and organizations who have qualified to
receive them.  These payments must be rpade in a. manner which s both
timely and provides an auditable control af funds.

Four organizations are involved in the -QFAFS process: 1) The program
office (BEOG, CW-S, SEOG, NDSL) which determines and authorizes the

- amount of funds te be awarded and paid to its institutibnal recipients; 2) the

OE Finance Division which verifies .ithe existence of unobligated
appropriated funds against which to charge the "authorized awards and, in
effect, approves the ‘authorization; 3) the Federal” Assistance Financing
Branch (DFAFS _unit), the Office of Finance, which acts as the paying agent;"

and 4) the Treasury Department which prepares and mails checks to schools.

~ payments (for all awards
.draw funds as needed to meet impending expenditures under a Letter of

X L

Departmental Fedasral Assistance Financing System (DFAFS)

Most institutiqns paid through DFAFS par'tsicipate i two or more HEW pro-

grams and have multiple gfants, Approximately 3,000 schools re‘ceive total
§in excess of $250,000 annually and are allowed to

Credit arrangement through their commercial bank via their Federal
Reserve Bank. Many institutions make weekly draws, larger “institutions
make them morgéfrequently. ’ .




.......

. Institutions which réceive less than $250,000 in_ annual payments ase paid

- monthly, by Treasury check, upon submission of a monthly payment re uest
" to Federal Assistance Financing Branch'(DFAFS unit). - The DFAFS unit
- provides all institutions with a quarterly report listing each open -granmt and
the amount awarded (payments authorized). * The institution is required to
return the, quarterly report showing the total cash received :and the cash
"o balance as of the efid of the quarfer.  Upon receipt, the DFAFS unit
forwards a copy of the report to the OE Finance Division and the, program
officés for their information and use, S

‘A serious concern with the DFAFS process is that it rarely verifies whether
t the expenditure information submitted in the quarterly report is accurate
- ‘except as it is advised by an institutional audit or by ram personnel.
- Such input is virtually nonexistent. Discrepancies, and even fraud, in

$ . management of the funds-can develop and go undetected for long periods.

L] o
- The DFAFS unit often encounters delays in being notified of currént awards
“by OE, especially at thé beginnihg of a semester when updated information
_ is required. It is not uncommon for 4n educational institution to receive
notification of an award in May or June from OE while the DFAFS unit does
not receive notification until August or September. ‘Thus, some institution's
requests are denied payment because the DFAFS unit has received no
-authority to make them. This also results in the time-consuming need to
make special payments outside the system's routine. Additionally, payments
have sometimes been made to ineligible institutions and overpayments to
those previously eligible because “effective oversight of educational -
ipstitutions and communication between program officials and the DFAFS
unit are lacking.

Alternative Disbursement System

While the great majority of funds upder the Federal student financial assis-
tance prograrhs’are disbursed to institutions through tHe DFAFS process,
dpproximately 8,000 students receive payments directly from the BEOG pro-
gram. Stddents receiving these direct payments attend institutions which
have declined to compute and disburse BEOG awards: Most such
institutions are hospital-associated, with the balance made up of proprietary
+ and vocational technology schools and a few major institutions such as
pBrigham Young University. ’

To receive payment under the BEOG alternative disbursement system, a
student submits his or her stydent eligibility report (SER) together with a
certification that he or she is enrolled and attending class (Form 304) to the
BEOG application processing contractor. The gontractor verifies the stu-
dent’s eligibility, computes the amount of the BEOG award, and forwards the
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infogwation to' the Office of Education which initiates payment directly to
the student. The major shortcoming of the ‘direct -payment system is its
vulnerability to abuse by students whe drop out of school after submlthng
their certification of- attendance.  Virtually complete reliance must be
placed on the mteguy of the student to notify OE of his or her dropping out:

.and fo refund the earned payment. "From.sthe students perspective, a

second shortcoming the alternate disbursement system is the lateness of

- the payment. ' Delays may occwr under 3{\1e best of circumstances, gnd

delays often occur as a result of _erroks in -data on the submxtted‘
certification (304 forms). 5

In summary, the overall payment process is complex, subject to serious de-
lays, fraud and abuse; and needs substantial improvement.

-

Y

7COMMENDATIONS - .

Payment Processes

e

[I-F-1  Control of Paymenf of Funds
[I-F-2  Cash Utilization Verification
II-F-3 ¢BEOG Alternative Disbursement System ) ¢

II-F-4  Payments to Students by Institutions (BEOG and SEOG Programs)

. 1I-F-1  Control of Payment of Funds

Recommendation =

-

A. Controls should be established immédiaiely\ wrthin OE to assure that’

improper payments for campus-based and BEQG programs are not made

~ through the DFAFS system and that unused authorizations are deoblxgated
in a timely manner. . . .

B. .Controls should be established to assure that the cash-draw and cash
balances of educational institutions as reported by the DFAFS are re-
coficiled by OE to the authorizations approved on its records and the
unobligated balances reported by the institutions to OE.  Differences
should be investigated and corrected promptty .

Ratxonale

-

" Pagments to schools under the BEOG and campus-based programs are made

through.the DFAFS. Numerous instances have been identified where payment
authonzatlons were not furnished to the DFAFS in a timely manner and where
OE cited ‘an incorrect institutional code number, resulting in delays and neces-

P 14
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sitating payment outside the automated system. Other instances have been -

identified where OE made awards t0 institutions after they closed or became
ineligible and where payments were made to those institutions. It is
uncommon for the DFAFS to learn of a closure only thraugh the return of its
mailed quarterly reports. Quarterly cash payment reports are furnished OF by
the DFAFS, but these reports are not verified against reports submitted by the
institutions to OE or against OF's records. It has been reported that unused
awthorizations are not deobligated’ by OE. The HEW Audit Agency attributes
these conditions to 1) low priority given to the close-out and de-o ligation of
funds process; 2) ineffective coordination between the Central and Regional
Office regarding institutional closings and-loss of eligibility; 3) interface
problems between OE's accounting system and the DFAFS; and 4) lack of clear
~guidelines for determining when loss of eligibility becomes effective.

Suggestions for Implementation

The OE should streamline its processing of award-payment authorizations to
the DFAFS to: * -~ " .

- L Assure that unused payment authorizations are deobligated promptly,

for example, within 60 days, ‘after the close of the fiscal year for,

~ . which the funds were appropriated.

) . ..

.

2. Assure that award notices are routinely routed to the DFAFS id
sufficient time to 'honor payment requests from institutions within
the system rather than through a special, inefficient, manual process.

. ) = [ ] . - ) - ’
- 3. Incorporate, and®xercise greater diligence and edit checks to prevent
documents containing erroneous coding information flowing to the
. DFAFS. . ) ’ .

"4, Exercise greater diligence in its oversight of institutions in order to
anticipate and/or identify closings.

5. Establish a procedure to notify routinely the DFAFS of closures
immediately upon their becoming known. .

6. ~Review and reconcile Fiscal Operations Reports and final BEOG
(\p{ggu!s reports with the DFAFS quarterly report of June 30 to verify
reported institutional expenditures. - .
7.. Make a careful and immediate review of .total program activites in
" relation to the amount of funds drawn down. ,

131
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II-F-2  Cash Utilization Verification 3

Recommendation }

The - Study Group recommends that OE include verification of Cash
Utilization Reports submitted by institutions to the DFAFS ard OE against
the accounting records of institutions as a normal part of on-site reviews.

Rationale i ' o .

There 1s no practical way to verify the’/ported need for and use made of *
. cash draws by institutions except through periodic examination of their

books of record. Bienniel audits are now required of institutions by

Education Amendmepits of 1976 and an on-site verification of their cgsh-

balances should be included as one step in the total audit (also see
recommendation [-D-6).

- 4I-E-3  BEOG Alternative Disbursement System

Recommendation

A. 'I'Ffe need for the BEOG alternative disbursement system (ADS) should
be reassessed. The reassessment should include consideration of the
timely phase-out of the procedure. _

B.” 1f the Alternative Disbursement System fs+etained, requirements which
have no real usefulness or purpose should be dropped and requirements
which will give greater accountability of fufids should be instituted.,

C. All institutions not under ADS should be c%mpensa)ted for their COSts in
$ocessmg BEOG records. : .

Rationale g

- \
loped to make direct payments to students whose educa-
tional institutions fwould not consent to act as paying agent on behalf of
BEOG. Direct payments are currently being made to approximately 8,000
students attendingy750 schools, the preponderance of which are run by
hospitals or are proprietary. The BEOG student population of the individual
institution is small.] Hence there should be less burden on them than there
is on other institutfons which act as paying agents. It is not unreasonable
then, that they act'as paying agents as a condition of eligibility. Short of
such requirement, these institutions should be requu:egu:f certify the class
attendance and good standing of BEOG students either hrough endorsement
'of student payment checks or periodic_ (for-example, mohh!y or quarterly)
formal reports. Requirements such as.the making of checks to an address
other than that of the of the institution are not effective deterrents to fraud
or abuse and should be rescinded. The lack of an administrative expense
allowance may be a factdr in encouraging the use of ‘the Alternative
Disbursement System. Recommendations relating: to administrative
expense allowances are contained in recgmmendation III-C-16.

The ADS was de

C L
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- The current ADS is not a satisfa%?ralgernétive in many cases and ddes not

~ - adequately serve the student. It contains built-in |delays and soufces of
frustrations Because of the problems in the system, OE has been reluctant
to implement _it even in cases of institutional fraﬁ%i_»and/abuse' since the
student will not be served properly? ’ . .

ey

|
[I-F-4  Payments to Students by Institutions (BEOG and SEOG Programs)

Recommendation J

Payments of aid to students should reasonably relate to their expenses over
the period of attendance, and be conditioned upon their continued good
standing (satisfactory progress). Cash draw downs by institutions from the
DFAFS System should reflect the actual student payments. '

!
Rationale

Periodic payments to students conditioned on .actual need and satisfactory
progress during the academic term* will provide one more deterrent to
student "abuse of student financial aid without the, imposition of an
unreasonable burden either upon students or their educational institutions.
It will also allow better control of Federal fumds and defer the payment of
. * Federal cash outlays until actually needed by the student/institution.

- : &
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Chapter Il ?

~ PROGRAM MANAGEMENT AND INTEGRITY
, T
A. Introduction <

»

-

-~

The third and final major area of study undertakeh by the Study Group
concerns OE's management.of the Federal student assistance programs
and the nature and quality of the management support which OE givés to
the other parties in the process. The jntegrity of the programs ultimately
depends upon how soundly they are martaged. . .

. : 4 ' -
The management of these programs has bee‘h “difficult for -many of the
reasons discussed earlier in this report including rapid growth, changing
congressional requirements and expectations, and chronic understaffing.
Unfortunately, this has resulted in managerjal problems which have
conitributed to inefficiencies, inequities, abus€, and fraud. Chapter III

" addresses these problems in four major sectionss@ _ -

The_first (Section B) concerns a group of issues relating to organization
and staffing of the offices which administer the programs. These issues
include organizational structure, staffing levels and qualifications, and the
division' of responsibilities between the OE Central Office and Regional

* Qffices.

.

The second (Section C) includes issues relating to OE's management of the
programs, including management information, computer utilization,
personnel management, financial and program reporting, and the timely
issuance of program manuals and regulations. \
The third (Section D} discusses issues relating to the training required by
school aid lender persohnel in student financial aid statutes, regulationsg
and procedures. \ ’

Finally; (Section E) addresses issues that are specifically aimed at assuring
the operational integrity of the student financial aid programs: on-site
reviews of school and lender operations; implementation of procedures to
limit, suspend and terminate institutions; and the collection of defaulted
loans..

p
-

134 _ = .. -

-
(




" B. Organization and'Staffing

K

.- 'BACKGROUND AND ISSUES S '

e

—— +  Central WasHLngton Office

¥ . AN 4 ,
In a period of slightly less than two decades since the enactment of the
NDSL program in" 1958, OE has undergone repeated changes in its
organizational structure. These changes were designed to accommodate
the enactment of new student financial assistance programs and changes
in existing programs, and to respond to emerging problems in program
' management. <k

The most recent change occurred on March 9, 1977, when HEW Secretary
Joseph A. Califano announced a major reorganization oftthe Department.
A new administrative unit, the Bureau of Student Financial Assistance,
was created within OE. The new Bureau has responsibility for the GSL
program fqrmerly @dfhinistered in the OE Office of Management as well
-as for the five programs (BEQG, SEOG, NDSL; CW-S, and SSIG) previously
administered in the OE Bureau of Postsecondary Education. In addition,
responsibility for the new Health Professions Guaranteed Student Loan
Program (Federal Program of Insured ‘Loans to Graduate Students in
Health ProIessions Schools) was reassigned ffom the Health Resolrces
Administration of the Public Health Service to .the new Bureau.
Therefore, seven major HEW student financial assistance. programs are
now consolidated and elevated to bureau rank. ,.

One of the Seéretary's major reasons for this action ‘was 1o increase
efficiency and strengthen the Department's efforts to combat fraud,and
abuse in the programs. But, the reorganization also recognizes the
magnitude of the Federal Government's commitment to student financial
assistance for postsecondary education. :

The March 9, 1977, reorganizatignitook a ‘major stt;:p-in addressing the

- -problem of diyided responsibility. The Skcretary's action establishing the
Bureau of Stydent'Financial Assistance was entirely consistent with the
“findings of fthe Study Group that the division of responsibility had
contributed to) some of the administrative problems in the programs.
. However, the Study Group ajso believes that the March 9 reorganization
F willnpt be sufficient to strengthen the administration of the Student

j i aid

programs and that significant changes from past
ures and management practices must be made in
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Under the former and current
structurally

is

The

and

each individual

organizations,
autonomous.

programs and

N

Of equal importance to placing all student aid programs in one new bureau
is "the proposed functional approach which the Study Gréup believés should
program was
Each has its own staff of analysts, -computer systems
usually are vieyed autonomously from the, perspective of individual

be used in managing the program
dom from the perspective of how well the programs

spec1ahsts, audit resolution persqnnel, etc. Issues in student financial aid
interact with one another and are meeting national need.

compartmental ofganizational approach fostgers the .growth of different
program regulatlon definitigns, the duplication of program effort, the lack

of flexibility in meeting peak workloads, higher than necessary staff costs,

and cormplicates the sharing of hardwarerand human resources, and the
The administrative separation of the various programs has impacted most

coordination of program or leglslatlve ‘stratégy.

= administrator is required to submit .periodic reports to each of the

separate administrative units, receives audits initiated separately by each
separate,

regulations, guidelines, and pohcﬂannouncements from each of the

Students are requir®d to conténd with unnecessary,

significantly on the financial aid administrator at educational institutions
receives
inconsistencies in eligibility requirements and with overlapping request{
pattern eof separate offices

and on the student consumers of ‘these programs. -The student ‘aid

the units,
'separate programns.
These problems will not be .overcome if the internal organization of the
present
ntly improve the present situation and will permit the

new Bureau

administering each program.
organization of the student financial aid programs along functional ‘lines

- for information.
continues
introduction-of better controls and checks 1n the day-to—day operatlon of
4

conflicting,

and sometimes

and’

The Study Group believes that the

the

Central

will itself signifi
the programs. - ~

Regional Roles
The Regional-Offices and Central Office do not work now as a coordinated
Each appears to have little confidence in the other.
Office staff contend that the Regional Offices set their own priorities and
that those priorities are not those of the Central Office. The Regional
Offices, off the other hand, assert that the Central Office does not

appreciate the constraints and sometimes conflicting needs of the field

and that the policies it issues are too often outdated or non-applicable.
issi Both positions,

whole.

S
14

unresponsive or slow in answering when guidance is sought.. They complain
to truly control the work requifed by their mission.

undoubtedly have some validity. However, the fundamental problem is the
void created by the absence of a clear, viable, specific- pohcy on the roles

The Regional Offices further state that the Central Office is either
they canhot carry out their mission_properly because they lack authority
136

and authorities of each.
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THe role of the Regional Offices is described in three recent documents.

However, they are sufficiently ambiguous as to raise serious questions in.

the minds of Regional and Central Office staff as to who is really
responsible for what. : . )

The Study Group is awate that a study of the Regional Offices is

v cufrently underway at HEW. It anticipates that th study could lead to

=-changes in the number of Regional Offices, their geographical location,

and their overall role inthe-administration of HEW ograms. Any of

these matters could significantly influence decisions o the specific SFA

functions which the Regional Offices might best be suited fo carry out.

- However, regardless of the role, the Study Group strongly believes that

* ., “embiguity about roles must be removed and that clear heirarchial lines *

npust be established. 1
/ - -
¢ .

Staffing
/

Recent increases in staffing for the student financial gid programs have

~ occurred in the BEOG program, the GSL program; and the campus-based
programs. Despite some recent increases, the level of staffing in the
SFA programs has continually lagged behind the growth in workload.

The Bureau of Postsecondary Education has long contended that” the
staffing provided for the student financial aid programs has been
inadequate to the job. This contention may be true, especially_in the
GSL program. However, OE's use of staff has been at least debatable.
Organization of the staff along program lines ‘has led to duplication in
essentially common work activities. .The need to establish internal
coordinating groups has—fsrther strained already overloaded managers. .
Furthermore, from the evidence available to the Study Group, the
coordinating groups have been largely ineffective. OE's failure.to think
out and clearly define the respective roles of its’Central Office and
liegional staff and explicitly set out the authorities and responsibilities
ol each has had an obvious impact on productivity and the effective use
of staff time. Large amounts of staff effort are. being dewoted to

performing work of questionable benefit.
One example of an activity requiring an extragpdinary amount of staff
effort is the panel review process described in the previous chapter.

Central Office staff, Regional staff, and institutional repre.sentatives

-

l"A General Description.of the Missian of the'Regional Offices,"
signed by the Commissioner of Education on-June I, 1975; a memorandum
on "Reporting Relationshig§ Among Headquartérs and Regional Office
Staff,"” signed by the Commissioner on June 2, 1975; and an organizational—«

.

statement published in the Federal Register on August-27, 1976.
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spend an inordinate amount ‘of time préparing for and serving on review

panefs. There is, and has béen, widespread agreement that the process is
- not only ineffective in accomphshlng its purpose (i.e., the equltab;e

allotment of availablé funds to sehools based on need), but that it has

been troubled by extreme grantsmanship. The-BEOG progress report and

student validation report processes also consume inordinate staff time.
\ In general, the processes are not effective and are plagued with errors
and delays. .-

OE'S projection of staffing needs is predicated on each of its programs
functioning independently of the other. Thus both the Division of Basic
and State Student Grants and the Division of Student ¥inancial Aid
requested separate staffs to process audit® reports received on
. institutions even though both Divisions deal with essentially the same
’ institutions and eveh though the audit findings on any giventinstitution «
will most likely apply equally to both. Similarly, they have each
requested staff (as have the Regional Offices) to provide training and to
conduct more adequate compliance reviews. In like manner, a separate
staff has been requested for collecting defaulted NDSL loans without
seriously exploring whether this important activity could be molg¢ -
efficiently carried out through the regional network being set up by the
Office of Guaranteed Student Loans. %17 .

The student financial aid programs are largely pr‘ocess-oriented
operations with much similarity and commonality. Accerdingly, it should
- be relatively easy to measure work output and-to €t down and monitor.
realistic performance standards. The Office of GSL has begun to set
standards jfor its Regional-claifns collectors and to require status reports
from them. Aside from this noteworthy start, however, little of
substance’ has bgen accomplis!}ed. Without standards and the means of
- measuring perfotmance against them, projections of true staffing needs
’ is a highly subjective, undisciplined exercise not subject to verification.~
As a result, higher level management is precluded from making rational
judgments on priorities and alternatives. -
The similarity of activities among the SFA programs would lead one to.
« anticipate a high degree of commonality in job descripsions and grade.
structure across the programs and across Regions. That is not the case.
“Part of the dissimilarity results ‘no doubt frosh the. different-
organizational structures of the Division of Basic and State Student: .
Grants, the Division of Student Financial Aid, and the Office of
Guaranteed Student Loans. Even so, the ]ob descrlptlons and the grade
structure of these areas, individually and in comparlson with each other,
appear to be illogical.
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. appears thal a lack of

¢

In-"spite of OE's m.any' stateménts on t e underétaﬁ‘ing of the BSFA, -

vacant positions have not been filled ifa timely manner.
December. 315 1976, BEQG had_filled-none of the .107 new positions
authorized for FY 1977, 'While the exact reasoms for the delay in filling
vacancies. was beyond the capability'f the-Study Group to determine, it

.Ifdeed, as of

o
program offices, the Bureau of Postsecondary
Personnel and Training Division'was a major factor.

-‘Recommendation

“RECOMMENDATIONS . _ '~ N
d oy | . . . )
. ' \ , . Organization and Staffing . o
. . . ‘.
l[I-B-1 Organiza'tion Structdre T ’

’

U-I-~B-Z 'Combining the 'Health Professions Guaranteed Student Loan
®’ % Prégram and the Guaranteed Student Loan Program -

I1I-B-3 F;ersonnel Management .
Yo ‘

I11-B-1 ®®rganization Structure ‘ .
- N - ..,:"‘ .

®

A. Central Washington Office

. L. All six student financial aid programs should Be consolidated into
a single administrative unit.

-
»

2. The single administrative unit for SFA programs; because of ‘it
‘' size and responsibili'ty,‘should be placed'idé the hierarchy of th
‘' Office of Education at an appropriate level to facilitate its

operation. Under the. curreng” OFE organizational s ructure, this
requires placement at the Bureau level, :

‘ = 0 .

The administrative unit should be organized along funct
rather than along program lines as described in the following
. Section: "Suggestions’ for Implementation of* the . Functional
Organization." The functional divisions should provide for such
eas a$ policies ahd procedures, management, evaluation and
plannifg, certification,and eompliance, program operations, and
data systems and man&}?&ent. The functional divisions should be
established,to 'serve common respensibilities across.program lines
to avoid dupli¢ation of efforts, to - enhance efficiency of

operations,-and to prevent ‘the need for major reorganigtion in

the' future “ing the exent of a change*in Federal support Tor these -
programs. a' T A < '
.- ’ ’ .
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LR Separate units should be esta-bllshed within an Operations Division
, to perform the operations activities 1) of the loan programs and 2)
. of the grant and College Work-Study prbgrams.

s . ] 5. The Division of Eligibility and Agency ‘Evaluathn should remain
TR apart from the SFA organization. This Division shoutd continue to
’ be responsible for-.approving ‘accsediting agencies and for

determining the basic eligibility of educational _institutions.
i However, a separate certification division should be established
N s e S within the-; Bureau- of - SFA—to- authorizé—an—jnstitution's - e
‘ partlcxpatlon in"the SFA programs. . o

.~ B. Regional Offices ‘ ‘ : Co o

. 1. The organizational structure of the Regional ®ffices should be  «

. compatible with the Central Office .to facilitate and pr\&note
student financial assistance activities in those areas where they
have delegated authority or have been assigned administrative
respon51b111t1es.

- ' 2. The delegated authorities and responsibilities of the Regional
. Offices and the Cenwral Office must be clearly set forth. The
dgrganizational structure of the Regional Offices must reflect and
“support those activities and responsibitities. ,
. 3. Standb@ p011c1es and procedures must be established for-Regional
-~ Office operations to insure consistent and unifo#n practices

between the various Regiona} offices.

C. étafﬁng T -
, ‘ '“W//‘/
! L. Numbers of employees ) Y T

Staffmg patterns need to be adequate to assure proper’ control

@. L throughout the process, to provide support for.operating programs
B in accordance with legislative intent, and to service those
s individuals and institutions which are participants in the programs.

P - N N - - N

P 2. Qualifications - . -~ . ' _
“ - o g /- .
» The operatlon of these programs requires meeting “heavy ‘
) © .management and fiscal respensibilities. Position (job) desq‘lptlons ‘
" must cleagly be related to these types of responsibilities; e.g.,
,f audits, t ical assistance, and site review. Background as an
SO . ::ducator"i; not thte only qualification for filling these positions.
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The current organizatior{al structure of the SFA programs is a major
contributor to duplication and to the lack of managerial oversight and
‘control. Little reform is possible without the reorganization of these
“programs along functional lines. - ~

~

. ~Because of_the special natire of Hhis™ Fecommendation; the fotlowing 0 - —
+ . specific suggestions for implementation are made.

¢ o

. " T cf
Suggestioms for Implementation of the Functional Organization - -

The functionaldivisiens recommended above should provide for such
; » areas as development dissemination of policies and procedures, =

certification and compliance, .program operations, data systems

management, and management evaluation and planning. .

An organization cpart (Figure 1.See Page 142) depicts the Study Group's

recommendation for a functional drganization.-+ A descrigtion of the

functions shown the chart and organizatianal alternative which seem”™
Group follow: .

Basic eligibility can be defined as tHe process through
which an educatjonal institution is determined to be
academically qualified to participate in Federal
programs. Responsibility for basic . eligibility
. decisions (i.e., accrediting agency approvals and
) - ) . institutiong), approvals) currently rests with the
~ Division of Eligibility and Agency Evaluatioft (DEAE) ’

in the Bureau of Higher and Continuing Education

(BHCE). The Study Group believes that this function .

- could remain with the BHCE in recognition of the

- o fact that determinations made by DEAE have been

' ' ) utilized by HEW's principal operating components and

. other Federal departments_and agencies in making

- ¢ eligibility decisions for programs other than SFA.

R -

Certification - ¢, . . ' -x.- .
* and Compliance ‘ . ,
L.t " Unit -- The certification and compliance functions can be
‘o . defined as the process through which an eligiblée
AR . , _schogl, or lender is determined to possess certain
. stipulated financial and management prerequisites
- 7 A - - -
- * j
X ot .
) SR 3 = .
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PROPOSED FUNCTIONAL ORGANIZATION OF ¢
THE BUREAU OF STUDENT FINANCIAL ASSISTANCE

=

COMMISSIONER
OF EDUCATION

LIMIT, SUSPEND,*
&, TERMINATE
APPEALS ~

—-BUREAU OBHIGHER AND - |- - e : BUREAU
CONTINUING EDUCATION . NANCIAL ASSISTANCE

-

»

" BASIC CERTIFICATION “MANAGEMENT POLICIES

ELIGIBILITY | - AND EVALUATION AND mm GS‘thSATEi"v_‘FS
COMPLIANCE AND PLANNING PROCEDURES

: ., . .y
Agency Approval Certrfication®- Evaluatiort | Regulations g:g:?:;“m’ Information
- - 3 ,

: -
Institutional Approval ' Qomphance Planning - Manyals/Handbooks Computer Operations .. .”

Statistics & Reports i Public Information

. . Training & Techmcal
N Assistance .
’

¥

PROGRAM
OPERATIONS

\ LOANS** ‘ GRANTS***
*includes Limit, Suspend, and Terminate (LS, & T) Coordmauon . = T -
and Control . . NDSL Apphﬁuon Review = Application Revmw
**National Direct Student Loans, Guaranteed Student Loans . _ & Award - & Award

{Including the Nationa! Health Profemom Federally insured ‘

Loan Program) A Lodn Accounting ' Grant Acoou.mmg

* **State Student Incentive ijant Prognm, Supplementsi Edu- Collection
cational Opportunity Grant Program, Basic Educstionsl f
I .‘) Opportumty Grant Program, Coltege Work-3tudy Program Claim Examination

‘Ec - '
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* andis thus certmed or authorized to partxcxpate and
continue to participate in student aid.programs. This
function, like the ehglbmty function, might be
located outside the-BSFA since its determinations
will probably also be used by HEW and other Federal

g programs besides, SFA. However, thé Study Group

' strongly believes ‘that it should be part of the BSFA.
The certificdtion function requires decisionmaking on
the financial and managerial capabilities of
educational institutions as opposed to their.academic
capabilities. It also covers lenders and educational

¥ institutions participating as lenders. DEAE staff are
, not qualified to make such assessments. Although
quahned staff Could be assigned to the Division, the
‘Study Group believes such staff could be more
effectively utilized as part of BSFA. Additionally,
- . the Study Group believes separation of the two
functions would provide a needed organizational
check and balance. Finally, the certification
function is critical to pfotection against institutional
mismanagement, abuse, and fraud.- Accordingly, it

should be .prganizationally. placed so that. 1) its
actions can be closely monitored, 2) its decisions can
be made with dispatch, and 3) it.can be highly
responsive to the needs of the other segments of ‘the
BSFA.

A A N

[

"

The Study Group suggests that the organization
responsible for the certification and complignce
function consist of two units. The certification Onit
would be responsible for decisions on whether a
school or lender is authorized to participate in SFA
programs; i} should also be the focal point for
suspend, limit, and termination actions. The
compliance or investigation unit would be responsible
for’' the direction and coordination of the on-site
review of schools and lenders to assure their
compliance with program policies gnd regulations and
to assess their financial and management operations.
resolution of audit findings is closely related to
.the certificatioh and compliance functien, The Study
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Group recommends that responsibility for direction of
. . . this activity be placed in the compliance unit in the
: Central Office. The actual processing and resolution

: " of audit reports could be peformed either. at the-
‘ Central Office or in the Regional Offices. ‘

The former would provide another check and balance
over regional activities, the latter would allow some
economies in staffing and perhaps closer surveillance
of educational institutions and lenders as they move

. o to correct deficiencies identified as.a result of an’
o~ T . .audit. The activity might also be plaged in a separate
‘organization apart from the - cep¥fication” and =
v compliance wunit thus giving it even greater
, independence. - A~
- Managemert '
Evaluation and ‘
— Planning Unit --, Evaluation is .the process through- which program

effectiveness is assessed and alternatives developed -~
for the consideration of management. It includes
:=c long-range program assessments, major policy- ifsue .
analyses, impact studres, comparative studies,
- : . - wresearch, etc. The-evaluation function- might well be
performed outside the BSFA within the Office of
Planning, or it might be performed by an organization
within BSFA. Setting the function outside and
independent of BSFA might give greater credibility to
its studies and conclusions. Setting'it within BSFA
would probably result in greater emphasis on, or at
-least a more direct approach to, SFA programs. - "¢
. - - N
Planning is the process through which resource ‘needs
. and strategies for organization and program changes b
are determined and presented to managemeént.
- 'Planning also encompasses determining the data

L[]
JY

. * required for managing, the means and frequency of -
* . collecting it, the means and frequency of presenting
5 it at the appropriate level of _management, etc.
. — The Study Group recommends that the planning

function be performed by the BSFA. Should HEW
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' -+ we suggest that it and the planning function be in the
same unit.

Policies and

Procedures .

Unit -- The process through which program rules are
established includes the feérmulation, clearance, and
distribution of regulations, ' policies, and procedures.

These are directed at two groups: 1) educational in-

- stitutions, lenders and other organizations, and 2)
internal operational units within HEW-OE. This
function also encompasses the formulation and
-~ v publication of booklets, brochures, manuals,
. . handbooks, "Dear Colleague" letters, and other
publications 3plementmg or intended to represent

official HEWHOE policies and procedures.

The failure of the Bureau of Postsecondary Education

to issue timely, comprehensive, and clear regualtions
_ and policiesis a major reason for the program's past
" . ¢ administrative problems.

- = - - “ o~

- : - 2 - It is critical that the policies and procedufe unit

function gificiently, therefore, the Study Group .

recommends that this function be centralized under
" the immediate direction of the head of the BSFA and
that priority be given to adequately staffing it with
highly competent personnel. (See 11I-C-9)
The problem in issuing timely and comprehensive
regulations and policies occurs, apparently not only in
. BSFA, but throughout OE. HEW may therefore want
to consider whether . the regulation and policy

TR cenjralized in an organiZation reportxng directly to
3 Commissioner.
\
Training, technical assistance, and public informati¥n
A are key aspects of the policies and procedures

OE personne{, student financial aid administrators
and business officers at postsecondary institutions,
high school counselors, lenders and Staf officials
\ - - concerned with student aid, etc.

=0 Ly )’3\ function. Training should be made available to HEW- °
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choose to locate the evaluation function within BSFA, °

g . function for SFA and all other OE programs should be -
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Technical assistance is the rendering of expert

counsel or aid to schools and lenders in preventing or

‘ correcting -an institutional, deficiency or im[?rfovl an

N institutional practice or process. Technical

assistance has many facets ranging from¢ instructions

. about providing appropriate packaging of available

_student aid funds to fit the particular needs'of a

student or group of students, to the design of a

studéht financial aid office, and to the improvement

of a grant or loan accounting system. ‘

\ -

Public information is the process through which the

public, particularly students, parents, and high school

- - counselors, are made knowledgeable about the

availability of student aid and the ‘procedures for

_obtaining it. ~ The Study Group recommends that

Sz . training, technical assistance and public information

’ 5- } T functions should be assigned to the unit respansible

B for the development and dissemination of policies and

procedures. Most training is aimed at the

s sty *  dissemmination ‘and <larification of rules and

. o procedures; hérice, there is much to favor the

2 . ) . oversight-er-presentation of training programs by the

) office responsible for and, presumably, most

e knowledgeable about such rules and regulations.’

i , There is a second important advantage: those who

make rules and regulations will gain firsthand

knowledge of the effects of their products on
educational institutions, lenders, and States.

The Study Group envisions a major role for the. -
-~  Regional Offices in preseriting the training sessions,
and a_koordinating role in the development and
sC ling of training activities. The varied nature
" of*the counsel and assistance which might be provided
educational institutions and lenders under the rubric
of technical assistance will require them to draw
upon the expertise of various units of the BSFA from.
both the Central Office and the Regional Qffices.

> P

Data Systems

» -

Management ’ b
Unit -- . Literally millions of docyments ranging from
' ' application forms, awards notices, payment notices, .
- etc., are received and issued-annually by BSFA.

. Therefore; the coordinated, effective use of ADP is
critical to the management of the SFA programs.
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Operations
Unit --

Currently the GSL, BEOG, SSIG, and campus-based
programs design and operate their own ADP systems
independently of each-other, with little if any

coordination or monitoring. . |,

The Study Group believes the importanice of ADP to

" the SFA system demands organizational oversights

and recommends an organizational unit be established
within BSFA to coordinate the ADP operations and
the design of management information-systems.

-

" The operations function ~includes the processes

through which_the delivery of student financial aid
are accomplished and mig’hf.inaude the collection of
data required for evaluation and planning. For the
GSL program, the process includes the identification
of lending institutions and their borrowers, the
recording and verification of . loans, payment of
interest and subsidies, payment of default claims,,
collection of defaulted loans. from borrowers,
development of lender-borrower histories, recommen-
dations to limit, suspend, and terminate, etc. The
NDSL progranv includes some of the above tasks as
well as the allotment and reallotment of funds and
notification of awards. .- i
For the SEOG and CW-S programs the operations
process includes receipt and review -of institutional
ggplications; notification of awards{ allotment and
allocation of funds; and the recondiliation of cash

‘and awardJeports. The-BEOG program includés the

receipt of student applications and frequent

"correspondence with institutions, as well as the

reconciliation of cash and award reports. - .

The Study Group believes the GSL and NDSL
programs have common processes even though they

. typically do not deal with the same lenders.

.

_Similarily, the processes fpr the BEOG and campus-

based programs have (or should have) .common
elements and need to be better coordinated. .
Accordingly, the Study Group recommends that a

*

-
-
-
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single Joan operations unit be established for the GSL
and NDSL prpgrams and a single grant operations ufit
~  be established for the BEQG, SEOG, SSIG, and ;%.-S
programs.  Certain activities” ‘of the operafions
. function may best be performed at the Central Otfice
and ?thers at the Regional Offices.

The Role of

the Regional ' “

Offices - .. The --Study Group has recommended that the responsi-
bility and authority of the Regional Offices be clarified.”

_The Study Group believes that the following activities-
might well be performed by the Regional Officess: .- -

l. Conducting on-site reviews of .participating
institutional, financial, and program- reviews
supplemental to the bienniel audits required by the

- Education Amendments of 1976 and the audits
scheduled by the Office of the Inspector General
(OIG) (See Chapter III, Section E). To the extent.
i that supplemental reviews are necessary they
f could be’ performed by - Regional.- ‘staff in
accordance with review guides established by the
BSFA and ®IG. ) '

¥

2. Scheduling on-site reviews., with educational
institutions, lenders, and State ‘agencies.

3. Processing and resolving audit reports.

4. Conducting training sessions for institutional
‘ personnel. :

5.% Providing nded input into the regulations and
N policy development process. :
6. Providing a communication link with Federal and
State agencies. . .
7. Acting as liaison with institutional and SFA
associations,

. 13
8. Serving as“a primary local resource of information,
and assistance for communication with students,
schools, and lenders. N

e v 1oy
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1{I-B-2 Combining the Federél Program of Insured Loans to Graduate
" Students in Health Professions Schools and the Guaranteed

Student Loan Program R )

Recommendation

The Study Group recommends that the Federal pngram of Insured Loans
to Graduate Students in Health Professions be integrated into and
administered by the single Bureau level administrative umt recommended

in III-B-l

Ratwnale
[ Y —

in many important respects to the Guaranteed Student Loan Program. It
is both.desirable and logical that the program be administered by the same
organizational entity. The functional structure recommended by the
Study Group makes integration fully feasible. -

IlI-B-3 Personnel M,anagenint

Recommendation . . -

The Study Group recommends that: - o

(1) The job d,escrgions of the SFA‘staff at the Central Office and

in the Regional Offices be revised to describe more accurately

*  the duties actually performed and that common job desgriptions

B be written for like duties regardless of where organizationally.

those duties are pqr{formed. =

{2) That the, grade structure-of the SFA organization be made
compatible with the responsibilities of the position and the
work performed in that position regardless of where
organizationally. the work is performed.

« (3) Work standards or criteria be established to assess the
- performance of SFA staff and forruse in determining staffing

requirement's. ¢

(4) OF expedlte the staffing of the Bureau of Student F1nanc1al
Assistance. :

T

\
Rationale _ : )
" {

There is much similarity in many of the actjyitiesfperformed under .the
SFA programs, and the work of those performing them. The current job

[N




descriptions and grade structure do not reflect- that similarity,

Authorized job vacancies have not Been filled despite OE's contention that

- it lacks adequate staffing in the SFA programs. Part of the reason
appears to be a failure of communication and cooperation between OE .
-personnel anhd SFA offices.
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- ' C. Management v ‘ . .
BACKGROUND AND ISSUES ¢

In a broad sense this entire report concerns the management of the
gptudent financial aid'programs. However, this section specifically
considers the internal operations of the Office of Education and the A
" operations of other organizations involved in SFA, especially the
educational institutions. - - :

et

- '
» N .
T -

T\ Internal Controls and Separation of Duties

- The quality of management is largely determined by both the extent and
manner of how duties are separated and how controls are established. A -

M system of management checks and balances is a particularly important
aspect of the separation of duties and internal controls. Management
controls are the meaps\;hrough which work can be processed in an orderly
fashion, bottlenecks and low performance can be quickly identified and
resolved, and the work performance of an organization can be routinely
monitored and kept on schedule. Appropriaté centrols encourage positive
cqmpetition and cooperation among involved organizations, f

The internal controls of the student financial aid programs are seriously
flawed or nonexistent, The Study Group believes that the Office of
Education appears to have failed to recognize these problems and has
responded inadequately even when specific instances are=broght to its
attention by the General Accounting Office (GAO)2 or the HEW Audit
Agency (HEW-AA). When such problems are identified, OE tends to deal
. only with the specific problem and fails to address those that affect other -
parts of ‘the system.- For example, HEW-AA cited the GSL collection - .-
program for lack of rudimentary controls in almost every region in 1975. ) e
. Recently, the Study Group found essentially the' same deficiencies in the : .
current operation.of the NDSL programs by the Central Office. ’
.-

»

T,
'Management Information and Data Collection

. ] . - . ( e “: ) -
- @ / . - ".:1”6
Effective management is predicted on the availability of wp-to-date
reports ‘#hd information which not’only outline-current activities but also Y
) project evéts. Several reports on activities in the student financial aid

- ! . #
} [ . -
) N . =
] .

—

2U.S. G.A.O. Report to the Congrces‘s by the C'Iomptroller._General

. af the U.S. Examination of Financial Qperations for Fiscal Year 1975. g
" February 10, 1977. ) .
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‘yprograms are - current-available to“officials in the Bureau of Student -

Financial Assnstance, and to managers at other levels of the Offige. of
Bducation and the Department of Health, Educatlon, and Welfare. How-
ever, the Study Group believes that thede reports are generally madequate
as a basis for informed decisionmaking. The:available.iriformation ahd
reportxng systems have developed on an .ad hoc, -uncoordinated basis
without a- comprehensnve consideration of what info lon is actually
needed by decisionmakers at various organizational levels waghin HEW.
. The Study Group believes that OE needs td assess tarefully its information
need8, considering thé differential needs of . managers with various
responsnbxlmes, and then to desngn a system which meetsﬁhose needs.

-

T

M

The' Group is* also concerned” with fthe ° uncoordlnated data collection
practices of the SFA prograpms-and the burden such practlces dmpose’ on
educational institutions a lender .Each SFAg program requires
instigutions to cémpile and submiit arately compdrable information.
Addifionally, much®of the data collectdd are pot used by, the Office of
Education or are of questionable quality. For example, both the BEOG
-and-the campus-based program collect essentially the same student-
population data,  The campus-based, tripartite application requires
submission of 15 pages of data most of which are unverifiable and some ot
.which are of questionable validity. Although institutions should*continue” *
to De required to collect data which serve g alid Federal need, they
* should not be asked to continue to P data whigh serve no useful
purpose ar are duplicati{jgawhere accu‘racy« is questionable, and the data

are not validated.

ADP is v1tal to how well the student financial aid pr
administered. Resourcé am time constraings preclud the Study Group
«from delving int8 ‘this area* ‘30 the depth which Avould be desirable.

[

c"‘ -

>

Ut,fiization and Procurement of AD?_

"'

. undertake a fullscale review of, all student financial aid ADP operations.

¢+ .The Sty Group is also concerned over’the cgntinued propriety  of the
iy long‘term contracting for major ADP systews. Contractor services are
; " obtained ior virtually all ADP services used by the student financial aid
programs. *The systea* are comprehensive and the dollar values.of the
contracts are large. thout question, contracting was the only realistic
course of action open.to OE officials initially. Alﬁ. Federa} policy on
computer utilization in OMB Circular A-76 greatly encourages developing
Tmhouse ADP system capabilltles. . Stibl, the facilities, staffing, and

.-

Neverthe]ess, the Group is deéply.concerned abolt, and urges HEW to '

-
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expertlse -which have beerr developed by the current contractors as a
consequence of their initial selection, is so”great as to present the danger
of * foreclosing the" possibility of competitive proposals.from other
potentlal contractors for future procurements.

The Study Group has a related concern about the 1ntegr1ty of the procure-
ment process.for ADP services. . The Group's concern is best reflected in
the findiffgs of an MEW study on the GSL slccessor system issued in
Januagy 1977.3 The study concluded that the "management control
techniques used in the contracted effort were not sufficient to protect the
depar:tment." In addition, it noted the lack of "alternative means of:
lowering the cost of operating the computer hardware for the system....’

docume%:d management and financial controls, a task-oriented work -

structureeassociated with specific end -products, audit trails within the
contractor's. accounting system, and asgurances of the transportability of
systems developed by contractors." - :

The HEW‘st recomﬂnen‘ded that "no future effort of this scale should be
undertaken Wwithout specific recognition and implementation of

management and fiscal controls. Based on"the findings cited, the Study

Group believes that extraordinary controls are justified to assure the
integrity of til contractlng for major ADP support systems.

.
.

ln’)rmation for Institutional Adminisfrators

. . N . -
il 4 .

The management of Federalhent financial aid programs at the
institutional fevel has been hindered by irregular and infrequent issuance
of intecpretive materials--rules, regulations, and handbooks; by failure of-

- the Office of Education to guide the institutional administrators in
performing their roles; and by infrequent HEW program. audits. In
additiog, ” the programs suffer from inconsistency and lack of
agcourf@bility. Imprpved management in these aggas would result in'more
efficient delivery of funds to students, and also would serve as a deterrent
to fraud'and abuse.

L

.
A ]

‘o

- 3U‘.S Department of Health Education, and Welfare. Office of the

Assfstant Secretary for ' Management and Admlmstratlon. "Report on the -

Status of 'the Guaranteed Student Loan Program Successor Systern."
January, 1977. (Typ&Written)

’
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A clear $§atemen.t' of the natxonal purposes to be Served by Federal
financial aldgprograms ahd Rielineation of specific goals and purposes
to be achieved by 1 ams are essentlal to good management
practices at the local evel. -

. , It is important that. rules and regulatlons are explicit and consistent within
‘ - each program and also compatible with other Federal programs. At
present each program office may develop its own rules and regulations.
This decentralization of authority to develop and promulgate regulations
has pesulted’in copflicting terminology and incongruent demands being
‘Th{vd upon the financial aid admmlstrator. .

.‘ A, 1 B
Further , in the day to day operations of tHe-SFA prograrns, there too
often is lack of clear policy, conflxctmg policies,, or conflicting
interpretations of policy. Institutianal administrators, as well as Regional
Office personnel, can search far a Central Office opinion which most

: closely approximates their desired course of actlon..

.
. /‘ : “
5

Payment of Allowance to Schools for Administrative Costs : -
¢ :

,

The ability and, the willingness of educational institutions to prudently
manage Federal programs are critical ingredients. The Office of
Education expects institutions to exercise diligence and discretion; in
monitoring .the SFA programs and to devote such resources as are
necessary to the task. The Study Group has been persuaded that- the
preponderance of schogls accept the responsibility thrust upon them. But
it is abundantly clear that the exercise of these rcsponmbxhtxes generate%
costs, in many instances 51zable costs.

i
I

Tﬁe National Institute for Financial Aid Admmxstratlon (NIFAA)" .
conducted a study in the fall of 1975 to determke the cost being incurred
by postSecondary educational 1nst;tutlons related to the conduct: of
‘Federal student aid programs: 512 institutions were queried; 197
submitted useable responses. The average reportéd ‘expenditure 'per
student was $10§. The costs, By type of institution}gjn the NIFAA's sfudy .

s weres

o ‘ - ) Per Student
Type of Institution Recipient Costs

. 4-year public institution ) $ 97.00

4-year-private institution . 106.00

2-year public institution *104.00

2-year private institution 111.00"
2-year proprietary or Voc/Ed 103.00




™
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The National Association of State  Universities and"Land Grant Colleges
(NASULGC) estimated the costs per student at its amember Tinstitutions to
range between $40 and $50. The cost differences shown in the NIFAA's
study and the NASULGC's estignate may be attributed to at least two
factors: economies of scale and the methpds used by these organizations
in determining institutional costs of SFA frograms. '

The Office of Education has traditionally shared in these costs, and the
Congress further recognizes this need in the Education Amendments of
1976. These amendments liberalized the amount.of payments to
educational institutions. The law increased the administrative allowance
under the CW=S gnd SEOG programs from 3 percent to 4 percent of the
award made to an institution, with a ceiling of $325,000 per institution. It
authorized an additional $10 payment to ifstitutions for each BEOG and

" GSL recipient, with the caveat that payments must first be used to fund a

student-consumer information program. The balance can be used for
other administrative expenses. . Although the 4-percent allowance for the
campus-based programs has been put into effect, funds have not been
appropriated for the BEOG and-GSL allowances. l '
The Study Group believes that neither the camipus-based formula nor the
BEOG/GSL capitation approach*reflect good public policy. They.both
result in Uneven treatment of institutions with the potential of windfalls
to some and serious-underrecoveries to others. To the extent that
expenditures generated by Federal programs: are not reimbursed by the
Federal Government, regardless of the rationale for nonreimbursemest,
they must be recovered from othér sources ultimately from the student
through increased tuition and fees, The Study- Group is therefore
conceraed about the establishment of public.policy without benefit, of
reliable- L.iata on the costs incurred by inst_itutx’ons in agministering SFA
programsy. . )

-

The “Study Group believes that, given sugh reimbursement, institutions
should be expected to administer SFA programs in a responsible manner.

’ L . -
Revising Current Program Policies -
. : - ', ) “ e

. - ’ /S
In the course of its examination of SFA programs, the Study’ Group

-

‘identified several inconsistencies and fedtures of the 'legislation and

regulations for SFA programs that have caused confusion and problems,
and where legislative changes or modifications in regulations would be
appropriate. Most of the ‘leggsla'tive changes which the Study Group

-

..




suggests are relatively minor technical amendments. Some of these
recommendations for legislative changes have been presented elsewhere in
this report. However, recommendations for changes in the legislation
covering the BEOG, SEOG, CW-S, and NDSL ‘programs which _specifically
Telate to the improved management of the programs are presented in this
section. In addition to these specifie instances where recommendations

~ were made for changes in policies, many .problems were identified which

need extensive study. Some of the needed studies are.addressed by the

Study Group in the following recommendations. y o
RECOMMENDATIONS
> - Managément -~ )

Operatfng Procedures

-C-1 Internal Management Information and Reports

"1II-C-2 Collection of Data

IlI-C-3 Computer Utilization
I-C-4 Control over ADP Procurement

IlI-C-5 Consolidation of Fin'ancial Reports
- . - .

I-C-6 Reasstssment of BEOG Report -

-C-7 Coordination With Other Federally Supported SFA Programs

s L4
Policies and Guides ) ..
& ’

1I-C-8 “Statement of Intent and Purpose

II-C-9 Streamlining the Regulation Process

IMI-C-10 Development & Digsemination of Program Manuals
HI-C_-|11 Establishment of Regional Support Centers
-C-12 Policy Changes - NDSL

.- | '
1I-C-13 Policy Changes -- BEOG T

*. II-C-14 Policy Changes -- Campus-Based Programs
' A 4
156
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» ) ' M \.-
M-C-15 Policy Changes — CW-S -- Student earnings

l-C-16_ Payment of oAdminig}rati?é. Allowance to Educational Institutions
M-C-i7 Clarifying’Responsibilities of Institutions .

II-C-18 Financial Aid Transcript

Miscellaneous

M-C-19 Payment of Permanent and Total Disability Claims
1I-C-20 Access to Central' Student Loan .Reco.rds . N
III-C-21 Reassessment of SFA Programs -

II-C-1 Internal Management Information and Reports

¢

Recommendations

The type and frequency of Bureau of Student Financial Assistance reports .-

presently provided to various levels of OE management are inadequate.

The Bureau of Student Financial Assistance should provide its “own
managers and that of OE and HEW with periodic status reports on its

_—various operations. The repdrts should be issued with such frequency and .
_ contain such informration as is necessary to make the addressee

appropriately knowledgeable about SFA operations. ] .
¢

Rationale
-_ x

Managers cannot manage effectively without current information and in
_sufficient detail to give accurate insight into what is happening, what is
not happening, aggl what.is expected ic happen in their organization. Such
fundamental information as the following is not now provided:
. ' -}
1. Listing of lenders in the GSL and NDSL programs ranked by dollars’
"loaned, GSt-default claims lodged, etc.,

*2. Listing of schools and lenders entering and dropping out of programs;
3. Listing of problem' lenders and schools designated by L, S, and T stat@:s;
4. Reports on audit and fiscal compliance re)_'jews;

-

5. Reports on regional collection activities;

6. Worldoad reports; .
7. Personnel action status reports; and . ‘
* 157" - ‘
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. ) .
.. -8 Comprehensive projections of problems and. necessar‘;' ’af:tions (Earl} T LT
Warning System). -
HI-C-2  Collection of Dg'ti; - L % .
Recommendation : s .
- Th;: Study Group recomimends that: | - ‘

l. The data collection activities gf .the various SFA programs be
coordinated and, when possible, consolidated across program lines.

2. The data currently collected be scrutinized for purpdse and use. Data
\ not meaningfully used should no longer be requested from institutions.

3. Careful consideration be given to the type of data which needs to be .
collected routinely as opposed to that which might best be collected ,
- . through surveys using statistical sampling techniques. , .
Rationale ' ’

At ‘the- preserit time, data collection and analysis efforts teflect the
fragmented_nature of the student assistance programs. Moreover, much
of the data collected are not used and are of questionable value. .

Efforts sus?m_,\}that of the Data Management ’I'§§k Force which exanined

the data processing néeds_of -the—carfipiis-based programs should® be
supported.”Howeéver, as previously indicated, such efforts should be
expanded to include other programs as well. In the final analysis,
management information systems should be evaluated in terms of their
adequacy 1) in generating information relevant to comprehensive policy
analysis of all of the Federal student aid programs, and 2) in previding
toordinated information which Wwould assist in the early identification of
"problem” institutions., Implementation of this recommendation would be -
a step in the transition toward a central information depository.

. II-C-3 Computer Utili‘zatjon

Recommendation™

The Study Group recommends that HEW arrar.wge an independent fujl,séale
review of all SFA computer operations. The study should cover: ~ '
' : » —_— -




- . -
. — —
. - i . - -
<

¢ (1) An assessment of the continued propriety as public policy of long-
. . term major system contracting for ADP services in light of- the
; practical constraints against competitive bidding. The assessment
" should include cost-benefit analysis of in-house vs. contractor-
provided services and major system vs. segmented system
~ contracting. -

(2) An assessment of the adequacy of the systems under development,
particularly the GSL successor systems, to the needs of the SFA
programs and their potential for becoming operational. The
assessment should be made by ADP systems experts independent

‘ of SFA staff.

(3) Whether the sepaFate and largely uncoordinated systems of “the
various SFA programs: constitute an efficient use of ADP
technology and capabilities. ' i

Rationale ‘ ’

ADP is essential-to SFA eperdtions and:the management of the SFA
‘programs. The Study Group was not able to examine this area in detail
but has deep concern about the public policy issues of major contracting
and the program consequences of a system failure.

. ‘ L3

» \

I-C-4 Control Over Autc;matic Data Processing Procurement for SFA

Programs

Recommendation / ’

The Study Group recommends that OE and HEW exercise stringent control
over procurement of Automatic Data Processing (ADP) and in the
selection of lenders and the award of contracts for hardware, software,
' and processing.

/ . “
v Lol 3 . ® .
, Ratxuonale ad .
Because .the technical complexities often . inherent in ADP

procurerhents; and the time constraints that. frequently surround them, the
normal safeguards built into the procurement process can be avoided with
relative ease by those wishing to do so unless. special care is taken to

o prevent it. The opportunity for favoritism and abuse can be curtailed by
the following practices, among others:

-

-
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1.. Establishing a functional management system division as recommended

by the Study Group, thus providing the o means — of,
- monitoring/coordinating as an integral part of. the management

o

Fadd

process. HEW might well consider an even broader based unit at the

level of the Commissioner, the Assistant Secretary for Education, or
the Assistant Secretary for Management and Budget.

.2, Structufiag technical review panels to prevent favoritism* in the

valyation of contractor proposals. Panels should include a sufficient

" number of knowledgeable individuals whe are truly independent .of the

Byreau of Student Fimancial Assistance to insure integrity In the
Ction process.

3. Handling feasibility studies and 1mplementat|on services as separate
transactions.

4. Breaking down large systems projects into tasks and end products
separatel’y priced out and with stxpulated delivery schedules.

5., Avoiding the use of proprietary software in the design of ADP systems.
Where proprietary software is necessary, provide in the contract for
the use of the software as long as required by the Government at a

feasonable cost. -

6. Specifying clear time and ‘expenditure limits, in feasibility and -other
procurements*whxdf‘a'?g‘:uncertaln in outcome, beyond which work

cannot proceed without a positivé® formal determination by OE that -

" additional efforts would be fruitful. _ '
. 4 .
I1I-C-5 Consolidation of Financial Reports . Vad -
Recomme ndatjon ‘
The Study.Group?ecommends that: . . . ~

A. Financial reports required of the vagious Federal SFA programs be
» (‘!onsohdated to the maximum degree possible.

B. The consolidated report should be designed and—timed to
> interrelatg with DFAFS cash reports and shoul be used to
compare ¢gash drawdowris with reported program activities. ¢

- A -

C. In copsoliflating these réperts, the statistical data on the income
chraractefistics of the student population receiving campus-based
awards currently requnred on the fiscal operatlons report should be
reduced or eliminated: . . ) !

“

) S . £
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Rationale )

t

. the BEOG and the campus-based programs. These reports could be readily
combined thereby reducing paperwork and processing effort. Additionally,
the BEOG reports are a means of continually relating an educatiofidl
institution's reported program activity to its cash requests. Hence, they
should be designed to include inYormation compatible with that contained
in DFAFS quarterly reports and scheduled to coincide with those reports.

-

111-C-6 Reassessment of BEOG Program Report
- N
Recommdhdation M

The Study Group recommends that the BEOG procedure for processing
institutional progress reports and for making adjustments to institutional

rates being experienced in the data submitted, delays resulting from those
errors, the additional workload that educational institutions cause by

L]

institutional audits. . . o

: - Rationale

-

claims, i.e., that monies are requested only for eligible enrolled students
- and that payments to students conform with the payment schedule. The
system, however, is not working well. BEOG staff advises that it is
experiencing a 40-percent error rate in data submiitted in the report.

institutions are submitting second reports, further increasing staff work-

' load and increasing the potential for duplicate payments. Additionally,
‘ - the system is of questionable protection against educational-institutions
which would seek ‘to abuse the program. A considerable amount of staff

" éffort and contract funds are being devated to the, process which could be
used more productively in other ways. , . *
The HEW Audit’Agency noted serious defects in the BEOG processes and

' has made. several recommendations about them, e.g., limitations should be

placed on the future authorizations of educational institutions-that fail to
subMit a Student Validation Roster (SVR) or prM without
supportive Student Eligibility Reports. However, t tudy Group believés
the processes are sd seriously groblem-ridden as td require a full
reassessment. - ’ ' St

.
e

-
-

Separate expenditure reports are currently required from -institutions for .

payment authorizations should be reasséssed in light of the high error -

submitting "ad hoc" reports, and the recent requirement for biennial
The BEOG prqgress report is meant to verify the propriety of institutions' -

There is some evidence that- as a result of prdcessing delays, educational .

[




I1I-C-7 Coordination With Other Federally Supported SFA Prograimns

’

Recommendation * < ‘ - .

In establishing policies and procédures, data collection ’accouBtablllty '

requirements, etc, eﬁorts should be made to provide cloSer coordination
and interaction between the SFA programs administered by the Office of
Education and other Federal programs that provide financial assistanée to
students.

Rationale . v .
~auonale }

The SFA programs administered By the Office of Education are but a few
of many student aid programs funded by the Federal Government. The
best use of public monies demands that all such prograins be administered
in concert with each other to effectively utilize the available funds.

I1I-C-8* Statement of Intent and Purpose

Recommendatidn -
7 e

The Office of Education should clearly set out the purpose of the SFA

programs. Furthermore, the purpose of each of the programs, individually

and in their relation to each other, should be cléarly stated in language

comsnon to all programs. Such statements should include the Federal
\Governmeqt‘s intent for the use of Federal funds in relation to non-

Federal student aid funds. .. ¥

s

Rationale . .

-
P

The lack of clearly stated national policy on the role 3t the OE SFA
prograins in the overall scheme of student financial aid has created a
variety of problems in disseminating information about the programs and
has created uncertainty in the implementation of the programs-at*both the
regional and institutional levels. OE must provide greater direction
regarding the most appropriate use of OE's student financial aid funds. ¢

1II-C-9  Streamlining the Regulation Process

2

Recommendation :

}. The Study Group recommends that the Office of Education streamline
" the process for writing regulations to facilitate their distribution on a
more timely basis. To insure the implementation and applicability of a

a

- .
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given regulation, representatives of the constituent ér,oups to be\
affected by that regulation should be invited ‘to participate in its -

,development. A single organizational unit with its own legal staff
-within the Bureau of Student Financial Assistance - should be
responsible for the development and publication of all regulations to
assure their compatibility and consistency.

2. Under the functional organizafion proposed by the Study Group the
.Office of Education should consolidate the development of student
financial aid regulations. .

LANE .

Rationale . ‘

A * :

The goals and objectivés of the individual student financial aid programs

" must be implemented by rules and regulations that are bothyinternally

explicit and consistent within each program and externally Tompatible
with other Federal programs. The present system allows each program
office to develop its own rules and regulations. The decentralization of
the authority to develop and promulgate regulations has resulted in
conflicting-terminology and incongruent demands be“ing placed upon the,
institutional financial aid administrator. :
Furthermore, the process itself is time consuming and ponderous and
cannot be used to react with any measure of dispatch, né matter what the
situation might be. Finally, the rules and regulations promulgated are put
forth are often prepared with no early input from those who must
interpret and administer the final product. 7 -

III-C-10 Development & Disserination of Program Manuals

Recommendation '\

Y

The Office of Education shquld give immedjate attention to the
development and dissemination of an integrated set of guidelines or
manuals governing all financial aid programs administered by the Bureau
of SFA. These guidelines should be organized so as to provide direction in
the general management of all Federal programs as well as specific
instructions regarding the peculiarities of administering each program.

The Secretary of HEW should instruct the Commissioner of Education to
appoint a committee com of a cross-section of institutional

-representatives holding responsibilities for all aspects of SFA programs,
" from the OE Regional Offices, and represeriRatives of the Bureau to assist

in" the development of such & set of comprehensive guidelines. The input

. L4
o
. ]

.
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Q

-




7

from such a committee. would be particularly useful in developing
recommendations for institutional management systems, in determining
the appropriate author(s) for writing various sections of the guidelines,
and in establishing an appropriate timetable for implementation.” In any
case, management guidelines should be avallable for used by the 1979-80
program year. . -
- The preparation of ,these guidelines should not await the promuigatioﬁ of
.- 'e,  regulations but should be prepared*to the extent possible, in conjunction
* thh them. ~ : :
Rationale
In the past, rules and regulations governing particular programs have been
translated into procedural guidelines and manuals to providé direction to
the management of the programs at the ingtitutional level. However,
publication of these management guideline:ibs not kept pace with the
oL ' promulgation of new rules and regulations. Thus, institutional financial
\ aid administrators have been left to their own devices in interpreting the
. egulationss and in developing management procedures to insure
. programmatic intent.  This failure to develop and publish current
ot ( guidelines has made it difficult for OE to hoM institutions accountable for
their administration of the programs. . .

4
. \dditional confusxon has been created through thé development of ’
. guidelines along programmatic lines which resulted in the use of
‘ conflicting terminology and in the recommention of management -
\ practices that were incongruent between programs., Overall management-
recommendations, applicable to all programs, were not advanced because
N this. did not fit into the scheme of administration by program.
Furthermore, administrative procedures have been recommended by OE
B which .ate sometimes inconsistest with normal’ institutional management
practices. * This illustrates need for institutional input into the
. develgpment of management guidelines to be used at the local level.

- Topics to be included in such guidelines include the following: o ¥ -

1. General Program Descriptions (mcludmg a discussion of the phllosophx
of Federal SFA programs) geared to those who are tangentiall y and
=T o officially concerned with student financial aid administration, e. g.,
presidents of institutions. -

-

2. Eligibility Information pertaining to institutions, programs and
. students. . '

- e




- ey
3 . B

. 3. Student Budgets and Family Contributions including’ research to .~ o

- develop reasonable institutional pudgets, appropriate adjustments to - -
standards budgets, the need sysgewn's impact on student budgets, the’ -
computational formula for family contributions, calculations, review .

of .the needaséitem, output, verification of data, ay@! adjustments to
oy need documenfs ‘ . . . ‘

r

4. "Patkaging.Phﬂ‘oso’phies

= — —a—

>. Office Management including forms design and review and sample
forms; financial aid advisory committees; available training, . S
professional associations, newsletters, etc,; design internal controls for -~ -
effective management; and the coordination of aid programs, -
overawards, and recovery of overawards. _ : ;o

6. Specific Program Descriptions including SEOG, NDSL, CW-S, BEOG,

GSL, and other aid programs m'éluding Health Professions and LEEP.

Topics to 'coveréd In the program descrlptions would include:

a. Institutional, program, and student eligibility; -+ ° '
’ b. Minimum and maximum awards (annual and cumulative); ¢ .
c. Student application process;- % . ’ i

d. Required documentation;
e. Disbursement; and . .
f. Records maintenange.- L

7# Fiscal Recordkeeping . ' - : ’

8. Reporting Requiremen}s for DFAFS, Tripart and BEOG.
) L]

9. Bulling and Collections - . Y

. |

10. Evaluation "of Financial Aid Operations including self-evaluation,

program reviews, and audits. : ¢t
’ ' : )

. - ll. ADirectory of Regional and Central Office Staff including their . T
designated areas of responsibility and glossaries of terms used in ] .
financial aid programs. -

. : ’ » L
12. A Calendar of Financial Aid Events L ; ’

13. ADiscussion of Financial Aid and the Law including a discussion of
--"the impact of various legislation (e.g., the Buckley Amendments.and '

affirmatlve action requirements) on the operations of the financial aid
s --office. - ¢ :
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HI-G-11 Estabiishment of Regional Support Centers -

—
-

Recommendation . "+ | ‘ T 4 e

. A -

The St’ud); ‘Group recommends that: . v
a) The Regional Off;Ces be utilized as support centers for the rendermg
. of technical asslgtance and training to schools, lenders, and students.

b) OE's Central ®ottice provide consistent policy “direction to the Regional
Oﬁlees so ghat a uriform 1nterpretatlon of rules, re ulanons, and
program management directives is achleved %

-

" c) Tne Reg;onal Offices be' staffed In a fastion Wthh would %llow an

adequate lével of Support serv1ces.

Railo le- N T
: R .

There s no clearly defined source of program sypport serv1ces. Without

'such flxed ‘respons:bilities there is no acqguntability; moreover, there is

- <

3

often ‘inaction. Institutional financial aid administrators, s well as'-

'Reglonai Office personinel, can therefore "shgp" for a Central Office
opinion which most closely approxxmates their-désired course of action.

-

" THe support serwce which have ex1sted are carried out on a "time
* <availble" —Zlasi's. T have. been' squeezed-in among a host of other %

responslblh es due to lack of persqmel o . .

m-C-42 m Char:?;s:-Nsz.' . - . o
Recommenda'qon 3 ‘ B A
The Study Group recommends ‘t. : s S
1. OE issue instructions &na l‘qan is to be 6bn§1dered fault.

\ ¥ -

2.”OE ig&e 1nstructlons on the ndllng of d aulted logns by educagional
institutions. . &‘ ;. " \ /

[

‘ student and educ tional: 1nst1tut-10ns_w1th1n hr?xts estabhshed by OE..
« “

-

tWo qr more lo it sepaymems status ca consohdate thexr loans and
pagmentsy L\ e /ﬁr, ,

L] L
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. " .
- . & "The "207" provision, allowing educational institutions to borrow their
4. matching portion of the loan fund f_rom the Feferal Goverr)ment at a
fav@red rate of interest, be eliminated. oo .
s

< N - -

. _ Rationale o - T s .
d The current rules under whicl’the NDSL program is administered create a

® , Vvariety of management problems for educational institutions. Several of
these rules are unnecessarily restrictive (such as the provision that allows |
the write-olf of loans \with principal and interest balances of "not more
¢ . than 42"); others havi® outlived' their purpose (e.g,, the cancellation’
provision for teachers). They do not contribute to a better accountability
. of Fe:derﬂfunds_, but they are burdensome andcostly to the schools.

=2

The Study Group believes the "207" provision has outlasted its usefulness
and is inconsistent with the conCept of the NDSL program a_shared
venture between the Government .and an educational institutign, each
contributing from. its own resources. Further, educational institutions-<

1 which borrow under "207" are given preferential treatment, by virtue of
the low interest #ate charged such borrowers, over, the educatitgal
institutions that secure’ their funds on the open market. -

~

* 7 H-C-13 Policy Changes - BEOGH- - -

t +

Recommendation o N ) )

s - : The Study Group recolnmends that: © = S vy
. . . LY ) . . 1 = '. . l '
l." The Payment Schedule developmept be timed in a way to allow fts -
<~ distribution at approximately the sametime as* the BEQG applications
. - to which'it will relate. , - L ‘a = -

2. Average costs bé,uséd for students on cdthpus room and board rather -
- than’actual cost, ‘ .
3. The —computat'ion procedures used for summer awards be clarified and

“published well in advance.- .
. . . . L . o i
‘ 4. Institutional student finar,\)cial aid administrators wgiven discretionary . /
o authority to deny or limit the paymeént of a BEOG for a prior academic -
period(s) if such a disbursen’].ent of funds results in an aggregate award "
. * that e%xceeds the student's financial aid package: .

”
i

!.1' . "- . - . v (x
Ratlor'gle_ S e , .

: , R N T
.

- ' - . TA . o . e e )

"1, The Payment Schedule is a table "which indicate$ the amount of a LS
- © student’s:BEOG award given the student's eligibility index and cost of :
., attendance. The table reflects the level of awards which can be paid

' ~given the amount .of\funds available for a particular year. Using this

S - . - . -

4 . Y A ’ 't(‘-‘ . 167 . . .

. SRR 'E B o
. 4 : - - &,




-

- . annually issued taple, an institution can determine the minimum

. © amount a student can receive if the student enrolls on a full-time basis
’ for a_full academic year. These Payment Schedules are issued too late
in the, year. Normally, they have appeared in -May, after many

payment schedules should be acceleratéd so that they cdn -be 1ssued
when BEOG apphcanons are issued. , .

o

: complex. The detailed corhiputations pose serious probl%ms for many
institutions, especially items relating to living expenses. The formula
" calls for "actual cost," but many institutions have a  wide variety of
room and board plans. The-particular plan a student will select is
often ind&terminate when awards are sent, and are commonly Ghanged
during the year, etc. Even the determination of the room and board
plan selected by the ‘student poses management problems-in many
institutions.. It would be desirable to allow institutjons to use average
rather than actual costs for room and.board expenses.

3. The process for det!mmmg summer awards to educational insti¥
‘tutions must be clarified and published prior  to the summer - award
riod.  Publishing after that time causes institutions to maRe

A}

¥ 4. The current BEOG apphcanon may be submitted any fime’ prior to’
Marth 15 of the academic year.' The Student Eligibility Report which

and for periods already completed. - Such a practice can cagse

. N .significant management problers. .
(Y -

- ' ll{-C 14 Pohcy Changes Campus-Based Programs

—
9
)

N 'Recom mendatxon

[ 3
“The Study Group recommends that OF; -

// 1. Seek a cha n 4ts appropriations leglslanon to delete the dlstmctlon
i between SE lnmal-Year and SEQG Continuing-Year Funds

2. Seek leglslatl*/e authority to allow schools gré’ater flex1bxhty in the
transfer ef fuhdsﬂ)etween the GW-§ gnd SEOG programs:

3. Definé the term "s*ple"nental" in relatxon to financial axd packages.

- ~ . . N Ja
. "4, ,Ehmlnate the SEOG "matching" requ1rement. ‘

institutions begin the awardihg prdcdss. The process of developthg

2. The cost of education used on the peyment schedule is_unnecessarily -

Al

- — uhpecessary ad)ustmeniw e T

. is generated and subsequently submitted to th jon, may be -
' \ ~ used to provide a BEOG for current and subsequent academic per .
4 i )

h_“



Rationale . = . ' ) - oo
. " Prior* to the Higher. Education An&endm’entls, of 1972, there was clear -
priority. given to continuing.year (then calléd renewal-year) studefts in'

= both the tripart application review and awarding process.  The L &7
.. Commissioner determined that the amount available for initial year funds
" was to be calculated by subtracting the total amount recommended by the . -

' panel for renewal students from_the total dollars_available. At the
institutional level, educationalinstitutions were obligated to take-care of
- their eligible continuing Studnets first, even if it meant’ utilizing their
& . initial year authorization to _do' 50.. “(An initial-year award is the ‘first
¢. . SEOG awarded to a student. Awards: for subsequent academic years are
" .+ deemed to be continuing-year awards.) ’
In confé’rence‘debate on the Higher Education A'mendmé\-ts of 1972, there
"7 was strong=-sehitiment that too much preference had been afforded the
continuing-year sjudent. Therefore, - separate appropriations ‘were | -
matdated so that: the Congress ¢ould make certain that~some minimum- ?
amount of money was reserved’for initial-yedr students regardless of the

" need for renewal or condinulpg-year funds. \
“The appropriatjon language has not, however, been consistent with the
* authorizing Tanguage in carrying out this intent. Annually, a request is
* sent by the appropriations committee to OE, asking the agency to'suggest
the most- appropriate division of these funds.. The rationale behind OE's
current dollar division, or even the .formula used to derive it, is unclear.™
Therelore, the control that the Congress desireéd has not been exercised.

. - : - .

. Providing a single SEOG authorization. to institutions will promote equity
in meeting the needs of students and will eliminate [he burdensome%nd
unnecessary complications of the current system.

s The Group also beliey&s ’thgt due to-fluctuations in both the levels of
appropriations for ’the ca s-based programs and in the deinand for the
funds, it is”necessary: to provide institutions increased authority to
transfer. funds between the progrags in order to alldviate shortages or
excesses whic'h,may occur in -specific programs. The Study Group is,

s particulgrly concerned about the flunctuations in funding.which may” be

% - available to instifutions from year to year--fluctuations whicn'may result

‘. in significant. yearly variations in . institutional packaging philosophies.
These ' yearly changes in packaging/age difficult administratively,.to sap f'..

nothing of the difficulties in explaining deviations from normal financial’
*aid package$ to students. . ' :
- .

*

e
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The SEOG prograin requires that Federal funds be "matched" with another
type. of aid= With the advent of BEOG,. the matching requxrement was . - .
eliminated. This, step diminished administrative requirements
significdntly in the areas of recordkeeping, monitoring and auditing.

H#-C-15 Policy Changes CW-S Student Earnings

Recommendation

The Study Gre‘p recommends tnat' PR ' =

1. Institutions be allowed to transfer students who have earned the R’!‘ull
amount of their CW-S award to the college payroll without penalty of
overaward’lng .

~

. Students not be able to use the loss of CW=$ employment as a basis for
fikng claims for unemployment compensation, or similar programs
designed to assist those who lose regular employment.

Rationale , C-

The Cd’li,ege Work-Study program requnres more administrative.effort by -
institutions than any othet SFA program. A major part of the effort is
spent monitoring the aggregate amount of wages paid to each CW-S.
student ‘whether from CW-S or other employment This limitation
requires close and extensive mondtoring of all momes pald to’a student
whether from Federal or non-Fedet'al sources. LA

lt is most difficult to project student: earnlngs, and students are often
forced to terminate their "employment midway through the academic
period because their need is met. To causé students willing to work to
‘cease their employment because of an artificial limit on earmngs seems
counterproductlve. -

-~

- Finally, "the Study Group beheves the use of €W-S employment as a basis
for unemployshent &laims is a vielation of the spirit, if nof the letter, of’
the . law. Such glaims against thé employment g:ompensaﬂ?n program
should not be permitted.

S ’ ' o “

‘ l-c-14 Pajment/qf Admiinistrative Allowance to Schools - ‘

- -

-

1w .
. Recorhendation v, d ‘ .
—= , ' .
! i P '
The Study ‘Group recomments thas: . S ’
o B

-1. - Educational instjtutidns be paid an appropriate allowance for'.th}e‘osts

Y
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4

-— -

incurred in administeeing the SFA programs.
-2. The amount of the administrative allowance be established through a
representative sample survey undertaRen to identify the costs involved
, in the ddministration of student aid programs and the appropriate
means of reimbursement. The survey should identify: _
a. The type of services and administrative activities involved jn the -
administration of student financial aid programs, both Federal and -
non-Federal; A
' o . . T
- b. The costs related to those services and activities;
" ¢c. The extent, if a/ny, to which OE SFA ‘programs required more or
less administrative effort on the part of educatignal institutions
than other student aid programs; and

>

) d. A simple methodology for determining those costs at individual
S . schogls or computing an aggregate formula, rate, or amount that
N ~ f will reasonably approximate such costs and which can be used as a

’ basis for reimbursing all educational institutions.
- 3., Given such reimbursement. educational institutions should be expetted - )
to admytlister SFA programs qiligently and with a responsible. attitude. {f .

- Rationale

1 €

There are cd8ts involved in administering OF student-aid programs, and
revenues must be generated to cover those costs. It is proper that the -
" Federal Government compensate educatioffal’ institutions for their costs
. related to Federal programs. It is especially proper since educational " . *
institutions will_ likely be expecsed to exercise greater discretion and
oversight in administering SFA funds in the future thanhey have in the, =
past. Failure of the Federal Government to reimburse institutions for i
their costs results, in the ultimate shifting of the’ Costs to all sfuden's in
the form of tuition and fee increases. The present formulas, howevef; are
a0t adequate. They contain the potential for underreimbersing some
educational institutions while providing windfalls to others. For example,
the cost of administering a $1,000 {grant to a student should not be much
different from the cost of adminisfering a’ $500 grant.  Yet,the tampus-
“based programs would rejmburse twice as much’ for “administeting” the = .
$1,000 grant as for the $500. The $10 per studgnt fee proposed-for the
» BEOG program is also flawed. : ' -

’

¢ o , N




" IlI-C-17- Clarifying Responsibilities of Institutions

Recommendation s .

" The Study Group recommends that responsibility for the administratjon of-

student financial aid programs including the BEOG be precisely defined. Y
s The definition should include a descrlptlon of the responsibilities for
verifying student-p.rov:ded information on income, reporting known of
suspecfed discrepancies in such data, and reécovering overpayments.

- - - -
- - - - T -
P —

Rationale T 1 ;
‘, " There is eonfusmn .among institutional officials, partlcularly in regard to- T
the BEOG program, about mstxtuﬁonal responsibility for the accuracy of )

data, the*amount of v, tion expectedpf the educational instieution, the

requitement_to’ pursue a student for repayment of an overaward, etc. The

7 BEOG staff has found it difficult to be demanding because of its inability . -
pply the edycational, institations with an administrative allowance.

At the same tin®, it is becoming clearer that only at the institutional 1; s
L level can such monitoring and~comtrol be effective. The Study Group B
urges that a clear stagement of i 2st1tutlonal responsibility becom.ia part T T
L~ . .- . .. .0 of the regulations. -j- - PSR ; . - e -
£ ] - - ~ . |‘ i ' . ' ‘ L4 _—‘-
© 7~ o. . 5 . o . Py -, a, -‘ PR
- II-C- Financial Aid Transcript 77 -~ . 3
‘ Recommendatlona , - S ' ; .
- The Study Group recommends that thé Ofﬁce of Education. assist in *
N ’ developmg a standard financial aid transc:rlpt for use by schools in -
) }/ monitoring students' financial aid. : , - -
Al “~ c, . ' “r . ¥ - i
- - Rationale ‘ L
- . * ' K - . -t
‘ﬂw order td make certain _that cumulatlve award limits for/the ~Federal . Q’
L programs are not violated; financial aid administrators must-document the’ .
‘ ) financial aid award(s) recexved for each/student who has prevxously -

.

. attended a postsecondary dinstitation. rrently some ufstltutlons use
) individualized letters or forms to re t such data.” Others use the o
' Finahcial Aid transcrlpt Ideveloped by NASFAA. Each varies in content
.. "~ *and the format of the mformatlon requir gd. o '




. . o . : N .

o : Lt - .
. The efficiencies réccompanying_ a standardizéd form are evident.
‘ Familiarity with ¢

) Jform will result in more expedifious completion by
. the receiving institution, Secondly, a onte an institution has completed .
" the financial aid frandscipt for a studeént, a copy of the form_may be used )
to satisfy all further infortmational requests concerning that individual.
fI,I-C-l9 -Payme_bi of Permanent angTotal Disability Claifnsg h °

B ’
—

» - » . -

- — . -

Recommendation
v - N s Y ) |

o The Study Group re;:ommends prom[',)'t. processing .of ‘permanent and total  ~
disability claims of Federal student borrowers by the Office of
- Education. -~ e i

Py 2

L

N

’
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" . a«cesible recerd system inhlbits theé communication of

-

Rationale

»

g

Medical reviews of permanent and total disabjlity claims are made by
Secial Security Administration (SSA) physicians. The time it takes tgQ
progess the claims through SSA is unreasonably long; 1 year is not
uncommon. The Group believes there should'be alternatives to the use of
SSA doctors; e.g., a certification Ry two physicians other than the
claimant!s physician. ‘ ' e ' . )

— -

Y-

P . . .
o

III-C-20 Access to Central Student Loan Records - .
, Recommendation . - ' ) T (\ o p,
© 4 - [ o N ﬁ_\ " o~ 4 _‘ " f

The Study Group recomimends that the Offfe of Education develop the ,

"on-line" capability Yo obtain access’ to the student loan records in the’

Office of Education's student logn central files and provide low. or,no- ..

cost términals to,the State guaranteed loan dgencies in ordet to'proVide * .

them access 16 t?le central loan recqrd‘, However, proper controls pver: - . '

the use of the data should be developed.” * Ty .-

.

* .
- » - - t . \3

. > “ ‘
3
.

~
-

'

Rationale -
The: Study Group 1s aware of the.extremely difficult fecord keepihg - .
problems associated with the Guaranteed Student L6an program and the

even greater difficulty’in establishing a record keeping structuee that .
provides ready access. - It is the Group's beljef that the lack of art easily . -
an individua

"' ’

-

n
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'

borrower's total guaranteed (Federal apd State) loah experlencem Clearly B

there is sufficient need to merit the expense of developing ghe "on-line"
capabxhty to obtain access to all the student loan records and fo extend
that.access to the State guarantee agencies.
xmmedlate access to these records will ehmxnate!/the problems of students
receiving loans in.excess’ of: the.allowable aggregate maximums, or of
,studen®s” who have defaylted ‘on- previous 3ccounts insured by one

In, such an arrgngement,

'"guarantor -receiving new -loans' through a secopd guarantor. With such a.

¢apability the student -}oan records ‘Gould be verified, . updated, .and
" reconciled with State‘ reco;ds m a txmely and efficient, mar'mer. -
3

%

~,Iu C-21 Reassessment of SFA Programs

Recommendatton

=Y e \/% ¢

tudy Gr?up recomnfends that.

.

5, Whetﬁer the fmancxal characte\'nstxcs of GSL borrowers Rave

-

e o

Pl
s

L .. ¢ A. A mapr studyof the SI—’A programs be undertaken to determme-

o

H

=3 * - - 5

l. Whether they are, fulfn{hng thexr mt‘ended purpose, e. g.,,to~/

determine the degree that al] potential student pupulations - such

as tHose livin in ruga areas - are bein ade uately served). .
g g adeq

.2, Actual and‘percewed yacrre;s te. the equxtable dxstnbutxon of aid’ m
the. programs. )

3. The ramxfxcatxons ofexpected changes in the size of the ehglble'
popdlations, likely changes ,in social security, veteran's benéfits,
other *entitlement programs, State.aid programs,’ new entollment

tterns, the hewly authonze Jhealth professsons ioan progra'n,‘

etc,

4. The extent fo

»

whlch the SF
cohventiobnal State’ and instit
Federal Government. ’\

- .
« s . -
*

ograms encourage the: shxftmg -of
nal fmdmg r%sponsxblhtxes to the

5
clL -
M t

Shifted with the establishment of .new upper limits of parental
income and the effect such shift is likely to have on the avail-
ability of loans- for 18wgr income families and on the need for:

addxtxenal‘ grants and work-sfudy funds. o -

- ‘ ,

6. The: ﬁscal and' socnal 1mphcatxons of the growing gumbers- of
"independent"*® students and -pa
quahfyxhg for fmanc»al aid. -~

rﬁume Students applying = and-

’

-

[

»

i




X,
-
~
Ll

*
7. The needs and problems of< the “urban commuter, nontraditional
student’ who is typically mdependent, older, and a member of a
Lo mmorlty group, - .

.
-

8 The general attltude of students, parents, educatlonal institutions, .
. lenders, and the taxpaying public toward- the".various types: of -

. . fmanC1al aid programs and the avaflabitity of aid funds to Students._

: LA E9_.'.The reasons for the failure of studehts who apply for and are -
.« . . -« eligible.to receive BEOG fungs subsequen‘tl to attend a post-
- secondary school. Y

‘e N

4 - ’ » -
_B. That’ studies’ be undertaken to 1dent1fy thé alternat

: > " programs, includinge, Moo

. . B : “* .‘ ‘. “

s to the current

“% 1. Consohdanng somé’ o; the Foderélfsthdent -aid programs, inCluding
.. entitlement programs, er’ .+ . . o -
A N
Tt 20 The estabhshment of a smgle Federa!l entxtlement progra'n for”all i
LT 0 s stadents pursumgan education-for gainful employment. 2 ‘
.y ’ -~ - L. - :?x s =
) - Rationale A T LN ;fve

$ - M w ©-

- = < . -
- ° . . -

Student financial aid has grown from relat;ve m;ngmfucance tq one of the’
— ’ dominant forces affecting pOStsecondary education today., For example,
- ' in the space of only, 4 years,” the Basic Educational’ Opportumty Grant
pfogram has grown frem $122 million to apprbximately $2 billion. .State
scholarship and ‘grant programs;—virtually non-existent, 20 years ago,
awarded almost. $200 million annually by 197 and grew to $645 million by w
* 1975-76. Federal payment under the GSL ogram for subsidies, interést, °

= and loan defaults is at the $5090 million.level. Total aid benefiting \

students’ from all Federal progr s is how,estimated. to be in excess of
o ., $7.9 blthon annually. = ‘ , s . '

. . ‘ A . .
" » In addition to these vf51b.le -COsts, a mas‘swé buleaucracy’ is being created
. A, ‘within the Federal and State governments, educatienal mstitutxons, and
. . .lending mmstitutions to adminjister thé programs. The ptogighms grow ever . _
. _—mmore compléx<in sincere attempts to tréat all studemts and institutians
falrly,' while curbi§g abuse, . The Group believe$ it is time to reexamine
< the extent to which, and how, financial aid-should be provided and to
' defme the respective responsibilities of ‘the Eederal' Government; State
governments,{mstﬁutions, and studerﬁ’s and their parents for sharmg the

costs of edpcatxoh and trammg - -

=
VR 4 . ' » —
'
.
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"« aid programs. _ . : .
*

/.

¢ D, Training Instltutlonal Fmancnal Aid Admlmstrators

;BACK“GROUND AND ISSUES - , i
HEW relies Hegvily upon non-Federal officials in carrymg out the three
campus-based programs (CW-S, NDSL, and. SEOG). Most of the admini-
strative’ responsxbllltles for these programs are carried out by financial aid
+ administrators, fiscal officers, and othet persons in educational institution
- - adthinistrative structuees. For example, it is-an edugational officiat or an
.mstltutlohz not -3 Federal employee, who determines the "amount of
[Federal aid funds which a given studént will reeeive and who approves

- federally guaranteed loans, and it is at the )€vel of the educational .

Jnstitution that source retords are kept.” Herjce, ‘the development of a
. “cadre of competent student aid administratorsiis a matter of conhcern to
the Study Group. as well as to the postsecohdary education commumty.
The\trammg of sych a body of competent-administrators will greatly aksist
.. OE’in the goal M elnmmatmg fraud ineand the abuse of student financial

.. - -

’

here-are other groups involved in student aid at lendmg institutions and

State agencnes. Their influence is pervasive; théir 1mpact on the polrcnes, !

_/k goals, and outcomes of pestsecondary education is significant. It is

‘.' '

.

zmportant, therefore, that the professional development and tgaining of
_financial ’ld adrninistrators outside the institutional settmg go hand-in-

" hand with that of those within ”.u ) J IR

»> e - P - ~ -
'There/is a need fbr a. comprehensive training program or a series of
coordinated  short-term programs through . which financial aid

- adrntmstra'tors can dévelop and shagpen their SI}IHS. Uﬁfort&nately no such

A}

program(s) are widely a'vallable toda{v.

- .
Before a’ successful, program can ‘be eﬁectweiy des;gned there needs to,
- be .a bettar .understandmg of, and“dgreement on, the kinds of talents which
/ financial- aid adrmmstrétors ought to""}b\rmg to their -positions. Once
- agreement on the knowledge and skills equired has been,reached, the.
training programs hecessary to help administrators acqutre and- maiggaih
that expertlse can be readily developed. * *: l&
. ¢ >
The Study Group believes ' both these . undertakings areé beyond the
capapilities of OE orany other sxngle organizational entity. Rather, the
Study Groyp envisions, and’wishes to encourage a coopérative venture by
‘OE, with State student aid organizations, public interest groups, and
professnonal assogiations concerned wnth SFA. '

— 4 - - -
In addmon to -student aid admlmstrators at postsecondary 1n31tutlons,

~

»
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. The need for training has already been recognized by the Con ress, in the
Education Amendments of 1976, in its authorization of $280,000 in
matching grants to States to design and develop "Programs to Increase the

o Brofx‘c'_:iency of Institutional and State Financial Aid Administrators in all
Aspects of Student Financial Aid." It remains now for OE and other
interested organizations to capitalize on that authority. .

o -

A

.. L - « , -
.- RECOMMENDATIONS - . v o

J

A Traini

1-D-1 Training ) . <
: ' - - . P,
Recommendation S .

The Study Group recothmends that OE give incentive and -guidance to the
development of a comprehensive_training program diggcted toward those
-involved in the management of SFA programs, including, in addition to

- ". officers, and non-institutiohal aid personnel.
- - el . . - -
The training program should utilize a variety of management specialists,
educational environments, and training materials to maximize .its
effectiveness. Before a successfuliprogram can effectively be designed to
« train student aid administrdtors, there muist exist a better understanding
of their roles and functions. ’ Ce -

Rationale -

v

= Although much has been written on the basic skills and abilities common

determine the level of expertise required of each of these skill levels.
‘THere is ‘also a necessity to educate and inform the chief administrative
officers to whom the financial aid administrator reports. It was clear to
» . the members-of the Study Group that there is a lack of information and
understanding: .about studemt financial assistance at many institutions.
This situation has led to inadequate staffing, underbudgeting, and limited

'

financial aid administrators, chief administrative officers, business .

to successful administration of aid, little or no effort has been made to °

by C




.ot

resources 'at the institutional level, which has led in turn tb the high -
.turnover rate of financial aid adrmmstrgtors and, in ﬁme cases,
“ineffective program management. ‘ Through specw.l training efforts
presidents, vice presidents, deans of students, admissions directors, and
others must be made aware of the complexities and basic management
requirements for the proper and adequate performance of operational °
responsibilities for student financial assistance programs at . the
mstltutlonal level, T ‘

Once - 4n appropriate body of _knowledge and level of skills has’ been
identified, the curricylum course materials, teaching. methodolognes,
catlonal settings, and teacher training requirements will~follow in
logical sequence. An outline of each of these areas follows: -

—

Methadologies and Educational Settings -

" 1+ -Master's Degree Programs -- academic year ’

2. Institute Programs -- | week o 3 month Curriculum. .

- -

3. Internships -- cooperatlve programs,” including practical expenehce
augmented by classroom study, with or without graduate credit.

4. Work -Shop ExpenenCe -- efforts to® address specnflc needs and

— techniques, e.g., need’analysis, flscakprocedures, interpretation of new
laws and regulatlons, etc. . :

. . . .
5. Professional Meetings -- régular updating’of aid admmlstrat&& at

State, regional, and national professional meetings. -
6. Pl:;gram Reviews _and Site Visits *-- a one-to-one analysis of an
institytion's financial aid-operation by an expert or team of experts.
Sou\rces of Trainers- - . ‘ L T )
1. Colljege\ and university teaching §téff. 'y _
2. Expert members of the.student financial aid profession, x ¢

d +

5. ‘Representatives of serVide agencxes such as CsS, ACT, billing services
(Wachovia, American National Bank). ,,

4. Office of Education staff.




By

’f ] ' ' . \ - . N\

- - i ko

"5 .Experts from Federal qagenc-iés who have ,bver}apping responsibilities, .
i.e., NIH, HEW Audit Agency, HEW Office of General Counsel, HEW -
Office of Investigation, etc. » . ‘ ‘ -

‘6. *State scholarship and loan agency staff. - _
. Experts from related professional organizations (NAGUBO, AICPA, ‘
AHE, NASPA, and NASFA). . L o ’

— > —

rd

Just as-there is no one type of training environment or any one group of .

experts most suitable to offer instruction in all facets of student financial

7aid programming and management, no ohe set of training materials will . .
satisfy all of these experiences. However sound/an approach may be, it ) ‘.
cannot be effective until it is comprehensively defined, fully refined and

disseminated for the use of others. - - P T

Training Materials Needed

—

1. A Text Book on Financial Aid Administration <- such a textbook would = -~ —~. ....—
refererjce various disciplines,-the fundamentals of which are requisite L
to the trained financial aid administrator. Although.a number of

' graduate and postdoctoral candidates have eyed sith an effort, . -
adequate financial sponsorsl&ip would assure its comipletion - T
T — .k,

2. Procedural Manuals -- regulations on how to estdbiish and maintain a
financial aid office must be developed, constantly upd‘e_d, ahd made
readily available for training efforts. Presently, program manuals on
Governmental, and other programs are, for the most part, outdated
and- unavailable. While mgdel mandals are important tools of a . .
corriprehensive training program?® it must be recognized at the outset - -
that that procedural manuals will vary_ significantly among institutions- -
according to a combina}rfgari of administrative structural factors, size i

and. type p of institution, and othemdistinguishing characteristics. *
Manuals which encourage use of standardized techniques are particularly = -
usefyl during interim periods when formal training is unavailable. ” 3 \ ] -4
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E. Program Integrity -

. . e "»,
. BACKGROUND AND ISSUES | .

. ] SRR
With an undertaking /the size fd breath ‘of the student financial aid

enders, and millions of students), there 4s -

A

programs (5,000 schools, 18,000
no smgle action or remedy Wth can adequately deal with the problems of
mlsmanagement, abuse, and fraud. Howevet’, these problems can be
minimized through an integrated management system designed.to prevent
_them or to detect and correct them where they already exist. Many of .
the components of such a“system have already been recommended in
previous sections of this repprt: 1) an organizational structure with an “.
unambiguous line of authority, 2) adequate staffing, 3) clear and timely

regufations, 4) an adequate anagement information system, and 5) timely

handbooks, guidelines, and t 1n1ng programs. ) .

-

This section is specifically oncerr_wed with:

a

1. Systematic on-Site feviews; . Lo~ X v

2. The implémentqti of fimit, suspehd, and terminate procedures;

3. The vigbrous,purs it of delinquent and defaulted loans. .

!

b for on-site reviews of msny{monal and iender .
ter arid detector of mlsmanggement,fabuse, and
ever had sufficient staff to perform such on-site
and depth which might ideally be desired, nor is it
fample, during the period July 1, 1975, to September
00 of the 5,008 schools and 18,000 other lendgrs in
dited” by the HEW Audlt Agency. Although OE has
e |gap by encouraging the institutions to have special
audits "~ of their 'administration of the student financial aid program
‘cohducted by their finlependent actountants (at the institution's expense), '
it felt it lacked aJthprity to fequire such audits. To their credit, many
1nst1t{mons have Pad audits performed by independent accountants -or
State audltors, sorpe 1,450 for the period just cited. But eyen-this total is
_madequate. -Howgvet, with the passage of the Education Amendments of
* 1976, OE now hasjclear leglslatwe authority to require such reviews and'a
clear reading frogh Gongress that such authority should be exercised. OE
- now has the oppgrtunity te, make use ‘of this authority as an integral part -
of it management reporting system, relying primarily on independent
professional audigotsiand the'staff of the HEW Inspector General for the
. cpnqluct of such fevidws. ST

operations as A .prevg
fraud. But HEW has]
reviews in the numbe
- -every likely to. For ¢
30, 1976, only aboutj
.the program were a
attempted to_ fl“ t

£




Limit, Suspend, and Terminate
' v ¥ N * *

-

If management, abuse, and fraud are to be contrplled, educational 1nst1-
tutions and other lenders must understand that v1olatlons of department
regulations and polncnes will result in the timely imposition of sanctions
appropriate to the..seriousness of the violation. But they must also be -
assured of protection against arbitrary and capricious actions by. OE.
These objectives can be accomplished through the implementation of a
" formal appeals’ procedure -tied into the certification ‘and compliance
protess. Such a procedure needs to apply to all studentyfinancial aid .
programs and té provide for school/lender appeals, on the fecord, to an
administrative law judge or an appeal board -independent:|
.reporting direclty to the Commissioner of Education or ,
Secretary for Education. The procedure, however, should not act to -
inhibit an action of BSFA where such action is necessary to protect the ~
.xntere‘st-of the Government. '

- The Congress has already' vested the Commisstoner of Education, with the
authority to -take such actions. The Higher Education Amendments of
1972 give him authority to "Limit, Suspend, or Terminate" the eligibility
of an institution participating in the Guaranteed Student Loan Program
whenever the Commissioner ,détermmes, after affording the institution an
opportunity for a hearmg,/chat the institution has "violated or failed to
carry out any regulatlon prescribed under this part."' The Education
Amendments of 1976 éxtend that authority to the campus-based and
BEOG pragrams which the study group was directed to review. The 1976
amendments also contain two provnslons not 1ncluded in the 1972 amend-
ments: 4 .

v . ,
1. A hearing on the record<§ required, add
2. The period of suspension is limited to 60 days unles limitation or

termination proceedings are initiated within‘*that ‘time or the
‘Commissioner and the-institution agrees to a)n extension.,

The Suspénsnon ‘Procedure applles in situations in whlch fraud or major
mlsmanagement or abuse is brought to light which, if allowed tq continue,
will result in unreasonable risk of substantial loss of Federal funds. On
the other hand, the entire Limit, Suspend and, Termlna’ce Procedure apphes
in three eventualities:~, : :

.

1. Sltuamons in Wthh an institution, with respect to its academic'::",

qualmcanons, is deemed eligible to be a.lender, but in which it lacks
other prescribed prerequusxtes such as fiscal stablllty, reliable record-
‘keeping, or qualified student financial aid personnel. -

[

’
.
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. responsibility to repay. Similarly, those stude

2. Situations in which fraud or serious mx‘management or abuse is
brought to light, but in which suspension is not warranted, or in which
suspension action is taken, and the school or lender is. aanable to
corrective measures. . <

3. Situations in \Vthh fraud or serious * mismanagement or abuse is
brought to light, and the institution is unwilling o¢ unable to institute
correGtive dction; or BSFR has no conf\{dence that\corrective actions
will be taken. ) . \

OE has recently published proposed regulatnoﬁs toward 1rnplement1ng the
Commissioner's legislated authonty in each of \these even‘tualmes. With
certain  important  modifications outlmed\ in. the following
recommendations, those regulations should adequately serve ﬁ\weir purpose.

. L4 ‘ \

GSL Collection Activities |

\
- R \ -
v Y

- \ 2

Student defaults not only tax. the treasury and thus thé taxpaymg public
but, if left unchecked, soon insidiously erode the basic integrity ‘of the
Federal loan “programs.  Students who understand that their loan
repayments will not be pursued will be likely to lose any sense of

iﬁwho do repay when
others are not required to do so ill rightly resent the fact and lose
confidence in their Government's ability to deal fairly with all.

In the first few' years of OE's loan programs, little administrative
attention was given to the matter. of student default. However, as an
increasingly large’ volume of loams becarQe due for repayment, the
seriousness of the default problem became more and more apparent.

The seriousness of the default problem in the GSL program has been cited
in previous reports to and by OE and is well known to OE and HEW
management. The GAO has )ust recently.completed a review of GSL's
collection actlvmes and has issued a draft report. which notes the

: sngmfncan‘t steps OE has taken in this area but which also notes that the

"collection efforts are not keeping pace wnth the growing inventory of

defaultmg student loans." 4

- . Lo
.

U S.-General kt:courmng Office, Collection Efforts are Not in

Pace\vnth ‘the Growing Inventory of Defaulted Student Loans. Draft,
no date, page i. .
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+ The same 'sense of urgency and expertise which DE is directing toward

GAO has ‘made ‘several recommendations, which the Study Group °

v

" endorses: S .

1. Tha¥ collectlons” offices require debtors to submit financial
statements as a;rén\ea,g_s of better determifiing their ability to pay.

;- 2, That OF make greater efforts to cdmpr/miée claims where a debior's

ability to pay in full is in fact impaired and that guidelines on com-
promise settleménts be revised to encourage, rather than dlscourage, :
the use of this collection techmques

3. That guidelines be developed for collecnons personnel on proeedures
for collecting through offset or payroll deduction when the individuals
in default are Federal employees or former Federal employees.

4, That OE enere that every Regional collections *staff effectively
participadte in the program for .Regional level referral of the
defaulted loans to the U.S. attorneys. - -

5.-That ‘a system be . established for monitoring’, Regional Office
. collection activity. The . system should be capable of assessing
whether defaulted loans are, processed to completlon (coliectlon,
referral for legal action,,or termination) rather than téturned to the ,’
inventory, including any defaulted loan cases processed by a -
contractor. It should also provide the information necessary to a’§sess
“the adequacy of collection efforts’in each Region,in light of existing
al}d anticipated 1nventorxes of ée‘faulted loans. - .

’

NDSL Colléction Activities

GSL defaults is lacking in the NDSL program. Unlike the GSL program,
the Federal Government_ has no liability to NBSL lenders for loan
default. But since 90 percent of the NDSL funds are initially provided to
the lenders .(educational institutions) by the Government, OE has, or
should have, a major interest in the extent to which the resources it
provndes are diluted by students failure to’repay.

The default and delmquency rates in the NDSL program are hxgh
Educational institutions are not banks and often do not have the
expertise of banks to administer loans. Nevertheless, as participangly.in
the NDSL program, the institutions are stewards of publlc funds and must

' exercise (and be helped to exercise) the dlhgence and professionalism

m'herent in such a role.
' ) ) - P‘ - . .
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The training of school administrators would improve the sxtuatxon/and the
Study Grodp has made recommendations for training in SeCtlon’]H-D The
Study Group has also. noted, in the management sectiony deficiencies in
OE's administration of the NDSL program and has made recommendations
in this area. But in addition, there is a need for providing educational
i~ = -- institutions the flexibility necessary to trace 'students and collect and’
settle loans. .

’

d Student Bankruptcies
e, _

\ . S 3 L. -
- ' The Federal .Bankruptcy L,awmas enacted to give-relief fo individuals who
’ had become indebted to the point that their ability t6 trepay, based on

their likely future income, was remote.. The purpbse of the law is to

they might live a future productive life unencumbered by their past
mistakes. That law, however, 1s%ﬁa§used by student borrowers who
use it to avoid legally their loan repayment obligations. Recently the rate
of bankruptcies has been increasing rapidly.

In response to this abuse, Congress enacted Section 439A in the Education
Amendments of 1976, precluding a student loan discharge by“bapkruptcy

. until 5 years from the due date of.the first payment unless a court
" determines such preclusion would impose an "undue hardship on the debtor
T or his dependents." More recently, however, Congress has beer?
considering H.R. 6, a uniform bankruptcy law. Section 436°0of that bill
would, if enacted/ repeal the GSL bankruptcy E}zovxsnon To nullify the 5-

e «- year nondischargeability of GSL loans would lead to substantial loss of
. - Federal funds and encourage even greater abuse of the GSL program.
RECOMMENDATIONS : .
\ : b -
P . o v /;Integrity

. LY

F . lI-E-1 Schodl/Lender Fiscal and Program Reviews .
_ _ .

- UI-E-2 Legleatlve Amendment.s.-— L,SandT .

l-g-3-L, S, and T -- Basnc Ehglbmty and Comphance Actions and
= Staffing :
4 ~

I-g-4 L,S,and T Regt‘anons

N
e

A}
Collection of Déaulted Loans ,-- Intra Govqrnmental Cooperation

3] z <7 A
i

j ,

[
C

relieve honest debtors of the crushking burden of heavy'debt in order that -~

-~
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I-E-6 Assistance in Locating Student Borrowers ; P

) I-E-7  Preventing Program Abuse 'I?'hrou{g(ﬁ Misuse of Bankruptcy.
.\ U-E-8 Wr‘iteoff of Uncollectable-Defaulted GS;. Loans .
NI-E-9 ,NDSI.. -- Student's Obligation to Repay
" II-E-10 Writeoff of .Uncollectable Defaulted NDSL Loans o “'.
‘II‘I-E‘-'ll Pfosecuting Perpetrators of Fraud , , :

4 .

-E-1  School/Lender Fiscal and Program Reviews

- s J -

Recommendation

The Study Group-recommends that:

A. OE work jointly with State Guarantee Agencies, the Office of the
Inspector General (OIG), and in coordination with the AICPA to °
devel,bp audit guides and instructions for use in on-site reviews by

indePendent auditors, OIG, and SFA staff. Such guides should cover all
"phases of the review, including ~financial condition, m3pagement
o i syste*ns,“and “coBectlon activities, ‘as well as student eligibility,
- 'packaging, and other program compliance areas. -
h | % v

B. YOE, *'the Regional Offices, and the State Guarantee Agenci
coordinate the on-site reviews of educational institutions and lender

‘ to prevent multiple and duplicative visits to the same institution.

C. Regquired bienniel audits of institutions and denders be the foundation®
ypon which on-site reviews are scheduled. Maximum reliance should
be placed upon 1ndependent’ auditors, State audltors, and the OIG for

T - the.conduet of reviews.
. ot 1 " « .
D. BSFA staff concentrate on’ performing priority reviews in accordance.
- with prescribed guidellhes in (A) above, performing special reviews -as

deemed necessary and providing support services to institutions.

~
.

E. Procedures be established whereby those institutions which are known
to be potential high risks can be assigned priarity reviews.

Rationale . “Ta . .

! « . [

Separate reviews of individual SFA programs are wasteful of resources

and a burden upon institutions. Hence, all programs should be reviewed

concurrently, The legislative requirement for Biennial audits presents an

excellent opportumty for systematic and thorough reviews of school and~

lender administration of SFA programs by psofessionally qualified people

+©_ without tfle need for a massive staff build-up by OE. In addition, the
'y extent that State auditors w&)ld be willing and able %o partioiea’te should
- . L. . - i * X ’ . .l \
o 8 . 185
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be investigate‘d. But professional quality instructions must be developed

v -, which reflect the purpose and scope of such reviews for used by those

performing audits for both school and non-schoel,lenders. The guide

‘ should provide for a simultaneous review of all HEW student financial aid
. programs conducted by a school or lender. It should cover.all aspectsof  °

" those - programs, including student eligibility;« packaging, accounting

. systems, cash management, accuracy of report submitted to OE and

DFAFS, loan practices, and collection procedures. Separate guides

' , should be developed for schools and non-school lenders. .

Y

) III-E-2  Legislative Amendments -- L, S,‘an‘d T

<

i2 4

Recommendation ) ( ,

Thg Study Group recogmmends that the Congress amend the authority it .o
has given the Co‘mmissione: of- Education to suspend institutions from )
program eligibility by providing that:, e . ¢ -
i . :
‘1. An institution's eligibility may be immediately suspended ?or a period : “
of up to 60 days when there is evidence that an institution is in
violation of applicable law, regulations, agreements, or limitations, °
) and when the likelihood of loss through continued abuse outweighs the
§ importance of followjng customary due process procedures,

2. Suspended institutions be given opportunity to appeal but.suspension' :
remain in effect for the prescribed period unless reversed as the
result of such appeal or otherwiseé resolved.. < ol

Rationale

] ’ - [
Congress has provided specific authority to’ OF to limit, suspend, or '
terminate those institutions which do not comply with its regulations and
rules. This authority is an important instrument in preventing abuse and

mismanagement and should be put into effect immediately.

. The Education Amendment of 1976, hoviever,_ permit such action only
‘after an institution has received due notice and a hearing. While this
¢ restriction is fully appropriate in rnost situtations it does not recdgnize

.~ the need of OE to be able to take immediate emergency actions in those
situations where failure to act promptly exposes the Governmént to
substantial risk of loss of funds. L

%

M .
. LY

% IHI-E-3 L,S,and T 'Ba's'ic Eligibility and Complignce Actions and .
' Staffing . . T -

~

Recommendation - "

)

The Study GrBup recommends,that the Office of Education regulations'on

. . 136
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Limit, Suspend and Termmate recognize those act1v1t1es related to the
responsibilities of the Division of Eligibility and Agency Evaludtion which
dxﬁer from the- responsxbmtnes of BSFA.

» o 4

The. Secretary of HEW ahd OMB should review carefully OE's"capability

to implgment new Pegulations on L, S, T actions. Appropriate actions,

should be taken to make certain that sufficient staff and otheér resources
are-available to meet the meed for effective and timely action.

i

" Provision should. be made whereby State Guarantee Agénfcies rmay he '

delegated authority to mmate compliance action in the GSLP where
appropnate

-Rationale o : -

The Study Group is pr.oposing that there bea two-step eligibility process,'

one step concerning the basic ehgnbnlnty of educational institutions and
accredinting agencies, the second concerning the financidl conditiop and

management of ‘educatiqnal jnstitutions and other lenders. It is

» important that the distinction be made-explicit in the regulations and
that the process give recognition to the '!Iferent organizations
responsible for such actions. : . -

The implementation of the legislative mandate.for L,”S and' T actions
may require a rsalignment of resources in OE. This may suggest the
need to reallocate existing positions and seek increases in budget
requests and commensurate appropriations. i
There has been a tendency.in the past to legislate remedies:to curb fraud
and abuses in programs without taking into consideration the need for
sufficient appropriations for the administrative costs of such programs.
In an effort to avert some of the unfortunate circumstances that have
occurred in the past, this recommendation highlights the need to balanceé

program ~authority with the programs administrative costs so that -

- effective control can be maintained in ‘the management 'of complex
programs. -, e

1 . -

l-E-4 L, S and T Regulations

Recommendation

- <
The Study Group recommends that OE d@mend its proposed regulations
- implementing its legislstive authority in Limit, Suspend, or Terminate
procedures with réspect to schools and lenders partxcxpatmg in the
student financial aid programs o Poar e

.
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-

1. Identify the Deputy Commissioner of
. for making Limit, Susperid and Terminate g/ec‘rsien.s.‘ .

2. Provide separately for limit, suspend, and terminate pi
-example, it should be possible to pursue limitations wi

3

«

BSFA as the official respo sible

~

g

ut ‘having t

P

gs.

1

Fod.

'go through 'termination proceedings as presently
proposed regulations. The Deputy Tommissioner ot BSFA or
_designee should be able to initiate proceedings under each of these
provisions in the’ order deemed necessary rather than as currently
specified in the proposed Eegulation. : .

-

3. Define "suspend"-to intlude emergency action.

4. Require that where suspension is recommended by a re$ponsible source
such as Regional Office or a State guarantee agency, the Deputy
Commissioner for SFA must act on that request within 15 days. .

. . A

5. Eliminate ambiguous terms and language with unclear meanings.
- Terms such as "reliable inf,ormat‘ion" and "substantial loss of incame"
should not be used without more precise definition.

. . » . =~

6. Institute a procedure to assure that actions pending or taken under the

Ly S and T process are communicated in a timely fashion to those

ageficies and offices whose programs are affected by those actions.

T T : —

7. Publish and maintain a current listing of'certified institutions.
3 +

Ratjonale ‘
s - :
i .
The importance and sensitivity of the Limit, Suspend and Terminate
process demands that the implementing regulations be abundantly clear in
their usage of language and explicit about the procedures-which OE and
the institutions need to follow, seriousness of L, S and T actions demar
that the“decisionmakers be responsible officials<n~the top echelons e
‘Language such as "reliable information" or "substantial loss of dh
so imprécise as to invite’ contention. Consequently, there i€ a need 5
have a clearer definition of terms so that both OE %€taff and the
institutions fully unde.rstanzctheir rights -and obligag Additionally,
while the procedures for processing limit, suspend, gad terminate actions
.may be identigal, they are- separate actions and sHpuld be dealt with
“separately in %he regulations. The draft regulationy, avail-able to the
Study Group did not distinguish between limitationf and ter-mination
proceedings. Instead, limitation actions arose as one ¢f the consequences
of a termination proceeding. - . ' .

-
-

Finally, actions taken by OE in its student financial §id programs could
have important impact wpon other Federal apq .Sfate -programs or
significance to the relationship with an institutio‘r?}o Federal and §tate

. . . Wt o sme S

equired in the.-

-

-
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- _ " offices. Hence, it :,m’portant that in o\se?\instances where an'\ristitu-
o . tion's administration Qf an SFA program is séj‘ deficient s to warrhnt an
L L,S and T actiod. thatllother concerned ﬂgrtles be apprqpriately no iedy
& ' _ Similarly, those orga tions and othersiwould find ao\g;r’:ent listing of

certified institutions h&{pful, and it should be aVailable tothem. ,
. € | S : /] ,
N - ‘ . -4 »‘!’.rj :“ ” \\"J P \i . !
" II-E-5 Collection oYy Defaulted Loags' -- Intf&-Governmental
S0 CooEration_g f [ R

. .o s& | : y * v, e
Recommendation I S -~ ~

7 ~

of all, governmental agericies ‘jn attempting to recover amounts due on

legality of "offsetting" delinquent and defaulted loan amounts against
payments due to the debtor from any governmental-agency $hould be
investigated.  Examples of such payments that might be dsed for
"offsetting” should include Federal income tax refunds, other OE student
aid programs, VA benefits, Social Security -student benefits, and wages
from Federal, State, or local governments. b ’

', Rationale ’ - '
“ Since enactment of the Guaranteed Student Loan program, 4 million
, . " student loans amounting t $4.5 billion Heve beeh guaranteed.through
.. September 1976. During this time, $280 milfien have been paid to lending
institutions for the 282,000 (one out of six) defaulted loans. So far, only
$25.1 million of this has been recovered by OE.> The number of defaulting
loans is growing-at an ifCreasing rate, and many of #the loans are
. LN approaching the time whe‘g. the statute of limitation§ will bar court
\  \action. Greater intragovernmental cooperation- would help alleviate this.
\ ‘p}:aoblem, but new procedures and policies are needed. One such policy is

. t

t debts owed to the Government can be offset by Federal payments due .

". the debtor. ) : - .

Y The OE collection mandétg is the Federal Claims Colléctio'n "Act of 1966.
o, The regulations implementing this Act require that if collection efforts
- are unsuccessful, a decision must be made either to terminate collection
efforts or to refer the defaulted loans tb6 GAO or the Department of’

- _ Justice for further collection action. The regulations ("Joint Staidards")
D :
Sibid. . ‘
| R . . T . 189 -
‘ ‘. N
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" delinquent and defaulted student loans. Furthermore, the feasibility and *

»

é

The Study Group recommendssthat the Secretary se¢k the full cooperation ™.~

A4




also provide for collection action against those debtors who are receiving
pay or benefits from™the Federal Goyernment Theése Joint Standards

against salary or retirement benefits of Federal employees.
) é

> examineéd to see to what extent it is feasible to change the curr gni rules.
For example, an offset against an IRS refund is legally possible,” ‘but the
conditions are in some cases difficult 'to meet (e.g., joint returns).
Howewer, an advantage of this procedure is that it is not limited by the
statute of limitations (if a judgment has _been obtained, and due process
procedures have been followed).

IN-E-6  Assistance in Lgcating Student Borgowers

L . t
Recommendatxon .

- reestablish an effective locating procedure * through cooperative
arrangements with the Internal Revenue Service and the Social Security
Administration.

"Rationale T S T,
One of the most serious obstacles to collecting student loans is the lack of
. current addresses for borrowers. Students are likely to relocate after
. leaving school, without notxfymg the lender of a change of address. Then
by the time the loan is due”for repayment, it becomes a painstakirig
- process to locate the borrower. Many such borrowers are never located,
‘ . and the loan goes into default.
1 - > . N~ i
There are two othet Federal sources of more current addresses’ of
borrowers~which rmght be used:in the collection effort., If the individual
. has filed a Federal income tax return, IRS would have a recent address., If
., the mdmdﬂal works'in employment covered by the Social Security system,
SSA would ‘Have the name and address of the individual's most recent
" employer. , . ’ )
) .

T —_

1 ]

6The W.S. Court\of Claims,:in: Cherry Cotton Mills, Inc. vs. United
States. 59 F. Supp. 122\(Ct. Cl. | 4’5) upheld a Government set off of a
tax refund against a large past dui indebtedness thét resulted from &
defaulted loan. The cputt, on pag 126 of the opxmon said that the tax-
payer, *...had no nght\to collect A
past due debt of the Um‘te\d States...

enjoin Federal agencies to Cogperate in ‘these efforts to offset debts-”

Aside from Federal employees, the right of offset is sometimés restricted’
by law or administrative regulations. .These barriers should be further -

The Study Group recommends that OE take the necessary steps to—

¥
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Intermittently, OE has been able to assist lending institutions in locating »
. missing borrowers through cooperative efforts with IRS. Thése procedures
s - have been only marginally helpful because of regurring question\.\of the
: legality of the prpcedures, because of time lags, and because of con-
flicting directions on how to use this_service. One of the conflicts t
resolved is the question of authorization for the release '6f data. GSL™.
< form 1154 contains a ‘blanket release statement, while IRS wants a
specific year rélease. A resolution of this difference is being discussed. o
The Study Group, Fecognizing the inhérent'dif,fiqultiesd, urges: OF to renew \
efforts to resolve all of tHe problems which impede “the development of.
such a joint OE-IRS process. ‘ . I

- - ”

-
-

éecause'of the difficulties encountered in-locating students through IRS,
and to provide an alternative method to fill in and back up the data
gathering ~pfbcess, the Study Group is also recommending that a
cooperative arrangement be developed for data collection with the Soeial
Security Administration. Data from SSA can be used where IRS data is
not available or the SSA data is more current. Through the maximum use .
of both these data sources, it would be possible for OE to develop a more .
effective system for locating borrowers. :

4

n

T ' I-E-7 ~ Preventing Program Abuse Through Misuse of Bankruptcy '

Recommendation :

The Study Group recommends that'HEW take a position opposings the
v . enactment of Section 436 of H.R. 6, "A Bill to’Establish a Uniform Law on
the Subject/of Bankruptcies,” which would repeal Section 439 of the
Higher Eddcation~Amendments of 1976, which provides for the 5-year
nondischargeability uf certain student loan debts. = - o

-~ Ratio@“ le =

There has been a growin‘g problem in the GSL prograg in recent years of
. studentiborrowers filing for bankruptcy soon after completing school, and
thereby! securing cancellation of their GSL loan obligation. , More than
3Q,000 dldims to date, amounting” to over $35 miillion, are attrijutable 19
students| filing for bankruptcy, and the rate of bankruptcies have been
increasirgg rapidly. ' ' ' -

E
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'In response to this problem, Congress'enacted'a new Section 439A of the
- Higher Education Amendments of 1976. This section provides that-a.
« student loan cannot be discharged by bankruptcy ‘for'a period. of 5 years.
More recently, however, Congress has been considering Section 436 of
H.R. 6, a uniforin bankruptcy law which would, if enacted, repeal the GSL
r o bankruptcy provision. To nullify the 5-year nondrschargeabllzty of GSL -
o . loans would lead to substantial loss of Federal funds and encourage ev
‘ greater abuse of the GSL program.,The Study Group%tnongly end
— . need for this provision u% the. GSL probram n order to’ protect the
- t, unwarranted losSes through bankru tcx‘gs, and it encourages
) ,_‘ ahd to oppose Sectlon 436 of H.R.6 m its present form

4

W

m E-8 Writeoff of Uncollectable Defaulted GSL fm

- Recommendatlon ) . A . .

The Study Group recommiends that OE take actions to implement its

autbonty to writeoff uncollectable defauftev .GSL loans after, all

/ ¢ administrative-and legal actions have been exhausted. Controls should be”

L v established ‘§ prevent any individual borrower. whose loan has been.
e written off ulder this provision from rece'ivmg any form of OE student

financial aid in the future, unless restlt‘utlon has been made by the
" . borrower. . I i
. ’ ‘ug/" h . » ’\ - . . - ' \
- . ~-—Rationale o ‘ o P

*

* . Although OE has had the authority fo writeoff- uncollectable defaulted
. . GSL loans, it has failed to use this authority.” OE's process fot acting on .
defaultéd loans has been to make an iniflal attempt to collect and then to
; ile the loan files of all .those who did not respond. to initial f‘
. tion &ttempts. Second and' third steps in the proceddre to exhaust
; 3ll “methods of collection have not been takefh. Lack of fol?low-through in .~
' colléctlon efforts is a. contributing factor in the continuation of abuse of
-the GSL program Once the methods available have been exhausted
without success, however, there is no point in carrying the loan on thﬁ
invent?f/;, and it should be written oﬁ 1

\ . f ‘ * ot
L
. S
5

e any further benefits under its other student fmancn rograms., Ong .
such step might be to publish a list of the 1nd1v1duals ose loans have
e - been. written off and circulate this list to’ the - BEQ&k—pfocessor and
! 3t ’ . ., . : ‘ . , ¥ o )
e '~ - . T ]
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cational 1nst1tut10ns which “admjnster the campus-based programs.
‘A other would be to include” information about written off loans .on a

student’ s

.

e

NBSL -- Student's Obligation to Repay

Recommendatlon o

'
]

The, Study Group rechmends that OE should insis™that 1nst1tut10ns desngnh

. all-documents “given to the student borrower to reflect the student's

transaction. .

-

- repayment obligation to the Federal' Government as well as to the

institution from which he has bortowed. The promissory note, the payout
note, and,the repayment schedulg¢ as well as all billing communications
should make it clear that the Federal Government has an mterest in the

Rationale.” =~ . . .,
NDSL monies awardeci the)stxtut‘xons are gjven them In trust, conditioned .
upen their w1lhngness to callect loans and insure the revo’lvmg capability -
of the loan furid. At such time as uncotlectable notes are 2ssigned to OE
the borrower becomes obligated to the 4Federal Gévernment. If the

- borroweérs” understand that the law enforcement agencies of Government
“can take action against’ themy is assumed that they w1ﬂ ‘take their

obllgatlon more serlouslq and be less likely to default.
s 7 - " , .

-l;l-f.;iO Writeoff of Uncollectable Defaulted NDSL Loans

). )
Recommendation” -

The Study Group recommends that OE promulgate reg&latlons prescribing

procedures for pdrticipating institutiohs to reclassify dehnquent loans as

uncollectable, thereby relieving mstltutlons of respon51b1hty for further

collection efforts.

-~

The Study Group further recommends that institutions be allowed to write
off loans after diligent efforts- to collect have failed. Institutions should
be given greater discretion’as to what constitutes du€ diligence. The cost
of collection in relatign to thé amount collectib@ should be a“factor in
writeaoﬁ decisions. % ’ ’ .

193
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Rationale ] .o q .

. Currently, there atre no usable guidelines for institutions to use in writing

' off uncollectable NDSL loans. The OE possesses authority to issue such
- guidance by means of regulations. The magnitude of the default problem”

-.is_masked when no distinction is made between loans for which active

. collection efforts are being nmade and those which have been determined

’ to be uncoliectable.

* . " e
. y »

-

The “tremendous’ backlog of uncollectable loans represents an_intolerable
burden’ to .the.institutions and is not conducive to the kind of thorough and
precise resojution of defaulYed loans which might result in their reduction. .
. . “The institut®n's determination that a‘loan is uncollectable does not mean,
however, that the file could not be reactivated if the borrower later
offers té repay, for example, as a condmon of readmlssmn to “the
institution. . -

- -
»,

4 = . N LA

II-E-11 'Prosecuting Perpetrators of Fraud )
3 / ) .
Recom‘mendation ©  a

y 4

o f -

- The "Study Group recq;nmends that wWOE m'ake an effort to” prosecute
individuals through the courts, based on‘the provisions of the Education. ,
v Amendments of 1976. -

. .
" . . ; . -

. . Rationale - . ,
: ~ > :

A program which can be violated with impunity by a few will ultlmately
be violated By many. -Individuals who receive Federal aid or who
administer the aid available to others are the bearers of a public trust,
and they should “clearly understand the nature arid extent of " this,
responsibifty.  Those that abuse that trust should suffer the legal
consequences of their actions., A few successful pmsecutufﬁs would do
- much to eliminate fraud and abuse. - . o

)

-

. ‘
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LISTING OF STUDY GROUP RECOMMENDATIONS BY ACTION REQUIRED: :
LEGISLATIVE, REGULATIVE, OR ADMINISTRATIVE* o

¢ .

¥
>

APPENDIX A

Rt

r

Legislative \
Act1on -

i Np—

Regu1étive '
Act1on

Kdministrative _ -
Action

1-8-4-Phase out of 3 Tetter
Procedure

1 1-B-5-Sindle Set of tligibility

ReQUirjments .

i

I-B- 1 Two- Step Ellg1b111gy

-I-B-3-Certification and

Compiiance

. I-B-6-Approval df State

Agencies
I-B-9-Contracting with Non-
e]igible_Institutions

[-B-2-Determination of Basic
Eligibility

[-B-7-Strengthen State
Participation )

I-B-8-Information Networks on
Eligibility

| 4

.
-

I-C-1-Common Student Eligibiwity
Criteria
=C-2-Common Defiwition of need

1 1-C-8-Duration and Funding

Limitations for CW-S

P

.
. v’
LEN <
—e . 4
N i

Y

e

I-C-3-Establishment of Student
Budgets .

I-C-3(2)-Budgets made ]

Consistent with
Publications

. I1-C-4-Definition of .Independent |

Students

. I-C-5-Use-of Need-Analysis SYS-

tem for Independent Students
I-C-7-Progress Requirement
I-C-10-Correspondence Students

v

I-C-6-Equitable Packaglng Pro-
cedures’
I-C-9-Part-time Student

“y

‘,:)Ls

-

*These catégor1zat1ons were made without benefit of consultat1on w1th 1ega1 counsel

|
z
|
L

» ‘\.
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~ Administrative
RN Action

Cegisiative T, Regulative
Action ' , Actﬁpn

i
I-D-1- Unregu1&ted lender' ' ;
5
!

4- Reportiﬁg and Control System
5-HEW Augdit Guidelines
6-Lender On-Site Compliance -

Requ1r 81
2-Lender Ciﬁ fication
3- Agreemen Provisions Review
8-Good Lender Portfolio I1-D-7-Improving Communication
Management Practice - I-D-10-Encouraging Increased State
9-Trdining far Lenders § . Participation
D-13-Implementation of Escrow I<D-11-Models of Effective State
System ° Practices .
1-D#)4-Responsibilities of . M_l D-12- Deve]opment of Regulations
Educational Institutions | Pertaiming to GSLP
WhicRedo not Participate | I1-D-153Review GSLP Participatiea -
as Lenders in GSLP ! of Non-Lenders
I-D-16-Certification and LST | 1-D-17-Joint OF and State Agency
Processes - State ) Site Visits
Agencies .

I-D-
I-D-
I-D- LsD-
1-D-
I-D-
D-

I-
I-

- - - AN -

11-B-1-Conceptual Framework \I B-2-Revising the 10%
for State Allocation .- : Discretionary Funding
and Institutional ‘
Application )
Rrocedures :

II B-3-Revising the State . °
Allocation Formulas

|
l
z
i
!
|
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o

*

-

¥ ( & i
Legisiative N Regu1ative ) Aaministrative
Action i N ‘Action . _ Action .
I1-C-4-Reallocation of Funds Ii-C-Z-DeQeloping a New I1-C-1-Requirements of Any Funding
ip NDSL, SEOG and W-S -, Institutional Process
(2, 3) Funding Process I1-C-3-Establishment of Working
- Group .

1]-D-6-BEOG Appropriations

Procedures

" 11-D-2-Base Year Family 1

Financial Data .
I1-D-5-BEOG as a Foundation
11-D-7-BEOG Application

. x Deadline ’
11-D-8-Validation ,of Infor-

II D-1- S1mp11f1cat1on of Student

Application Process
+D-3-Data Validation
+D-4-Identification of Conﬁnn
{ Data Elements °

) mation.with Income .
* "Tax Records
o II D-9-Use of GSL Funds to by
o \ Substitute for Parentalf  °~ .
Contributions : .
11-D-10-Coordination of SFA .
and Public .
. Assistance
R . I1-E-8-Student Borrower II-E-1 pCoordination of Informat1on
. . Counseling Efforts
I1-E-2-State Agency Informat1on
. NG Efforts
~ . I1-E-3-Institutional Information /
‘ . . Efforts
. . I1-E-4-Scopé of Information Content ’
. - - I1-E-5-Information Disseminat1on
Audiences .
. - N / ’
, Y o - " k
. 2:

e,
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i
I3

‘ Legislative . / - " Regulative ) ‘Admtnistrative AN
L Action . _y_Action Action
! ' - 11-E-6-Lender Assistance 9in
- —  Dissemination of N\_
L _ Informatiom— \
. i II-E-7-Listing of Active Len
‘\/ - - ; 7 _ L T a = ‘\-_.‘—f
. - — i A
: - 11-F-3-Alternaté Disbursement  II-F-1-Contrpl Bf-Payiient nf Funds
System &y [I-F-2-Verification of Cash Uti-
[-F-4-Payments by'Inst1tut1ons‘ lizatioh Reports
§ to Students )
crea _ L. . T .-
: 111-8-1-Organization and IT1-B-2-Combining NHPFILP
' .and GSLP g

b

-

Staffjng

“e

- [11-B-3-Personne]l Management

14
I11-C- -12-Policy Changes-
NDSk 4{3,6, 7)
III C-13-Policy Changes .
bt BEOG {2)
I11-C-14-Policy Ghanges -"
Campus-based Programs

\."

‘y

I11-C-8-Statement of Intent
. and Purpose
IT1-C-313- PoI1cy Changes BEOG
. (1,
I11-C-17- CIar1fy1ng
" . - Responsibilities -of

L
3

. i T11-C-1-Internal Manégement Infor-

mation Reports
ITI-C-2-Collection of Data
IT11+C-3-Computer Use . ‘
I1I-C-4-Control Over ADP Procurement
III C-5-Consdlidation of Financial

ITI-C-15-Poljicy Changgs CW-S T SchooIs P " Reports
Student Earnings i - , ITI-C-6-Reasséssment of BEOG Program
"I11-C-16-Payment ofwfdm. g ITI-C~7-Coordination With Others
: Allowance td School »y federally Supported SFA
Appropr1at1on Needed "R, Programs
{ -— s Q;.JII C-9-Streamlining the Regulation
VY * Process
- . 117-C-10- -Development of Program
RN . LManuals .
v , & ) .
ﬁ)' :\ . . ,/ [
. S5 L . 215 B
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- < N N
Legislative _ Regglative - - Raministrative
Action ' Action .~ - Action
- ‘ . , ) " HI-C-11- Establishment of Suppqrt
b Centers
. « [ 1I-C-18-Financial Aid Transcmpt
III C-19-Payment of D1sab1]1ty
Claims
III C-20-Access to Student Loan
4 Records ~ v
I11-C-27-Reassessment of SFA
-~ Programs
] } I11-D-1-Training - ' -
E 3 . - < s

N,

it

2

h)

FII-E-1 and III‘E 2-L, S, and
T Amendment .
II1I-E-7-Preventing Prqgram Abuse
Through Misuse of ’

IJI-E-3-Basic Eligibility and
Compliance Actions

ITI-E-4-L, S¢ T fegulations

ITI-E-10- Hr1te off of.Uncol-

ITI-E~+5-Collection of Defaulted
Loan-Intra-Governmental
Cooperatipn

IIT-E-6-Assistance in Locating

- Bankruptcy ' " lectible Defaulted Student Borrowers .

ITI-E-8-Write-off of Uncollectable . &SL Loans ITI-E-9-NDS| Students Oblication

GSL ? ~ ) to Repay
y III-E-11-Prosecuting Perpetrators

/ of Fraud

. ] ]
// * ’
- -
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APPENDIX B

5" : ‘
. ) .o ‘ Y S
o ’ TOPICAL LISTING OF STUDY GROUP RECOMMENDATIONS
‘} p . —
" . In rev1e~w1ng the Study Group's recommendatlons for solutions to the

"urgent problems faced in the administration of Student Financial "Aid

o programs, several categories of reCommendanons emerge. Threughout
~~  the madjer sections of the report there is a persistent call for reducnon of
fraud and . abuse, standardizatjon, smphcanon, coordination, and

‘ & b8tween data processofs, etc. There are-many recommendations which
. impact on States some. which impact on Regional Office activity, and
some calling for further study. Based orf these and other recurring

; categories, the following topical abstracts of-the®relevant portions of
s, A recommendations has been prepared. '

[y

P
A

, e
. - -
o . .= s D ) } 4 e
.
, . -
.

N

[ 14

an

L ; commumcatlon\betwee programs, between regions, between guarantors, -
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I-B-1

1-B-3
1-B-8
I1-B-9.

I-C-3

I-C-5"

I-D-1
[-D-2

I-D-3

1-D-4

1-D-5
" 1-D-6

I-D-8

1-D-16

: Reduction of Fraud and Abuse

v

_ Establi¥sh a.two- step 1nst1tutLona1 e11g1b111ty

process. .
Include an institution's abiTity to maﬂ!@e SFA_
programs and assume fiscal responsibility and -
accountability for Federal funds as a-factor in %
granting certification. An annual review for #
the renewal of certification should be made.

Establish an information network on eligibility.

Control the educational serv1o€s that are con-
tracted between an ellg1b1e and non e11g1b1e
1nst1tut1on

Develop a common methodology for developing
student-expense budgets.

Eliminate possibility of twice including living
allowances in determinin%’peed for self-
supporting students.‘ - :

. /
Establish requirements for non-regulated Tendgrs. -

£

Establish standards for cert1fy1ng edUcat1ona1
1nstitutqons as lenders.: . 5 .

Des+gn a formal agreement or contract with lenders
which ‘outlines the obligations, 11m1tat1ons and
sanctions on_lender activity.

14

, ,Estaﬁﬂlsh a reporting-and control system to meas-
“ure performance of non-requlated lenders.

-

Develop HEW audit guidelines..

'

Establish regular on- s;te comp11ance rev1ews ofﬂ'e'

lenders. ', N

Encourage good 1ender port1fo]1o management
practices.

Clearly define author1ty offStates in the L S,
and T process.

Yt



' 11-B-2

" 11-D-2
I11-D-3
11-D-8

II-E-8
II-F-1

[I-F-2
-— IIT-C-1
I11-C-6

ITI-C-10 -

4 * L
-

II1-C-11 .

,',- c .
I11-C-12-1

IIi-C-i2-2

-

A

g

-~

LI

111-C-12-5"

Develop and disseminate a set of 1ntergrated

a
t

Rev1se assignment of 10 percent d1scret1onary
funds. .

Uséeonly verifgable year-end family financial
data in determining awards.

Establish coordinated data validation as part

_of the CFADC..

Require State and institutional validation of
financial information with Income Tax records.

Provide student borrower counseling.

Establish controls to insure that improper
payments are .not made through the DFAFS system
and that payment authorizations are deobligated
in a timely manner. »

Verify Cash Utilization Reports to school
accounting records.

ar

- Issue internal management reports suitable to -
a]ert managers to potential and existing prob]ems.

%Reassess and 1mprove BEOG program reporting so as
.to make it suitable for prevent1ng abuse,

.
»

guided ines or manuals govern1ng all OE,’ SFA‘
programs.

Estab]ish Regiéna] Support Centers

-

Define a defaulted NDSL Joan and issue 1nst1tu-
t1ons on hand11ng of defaulted NDSL loans.

Estublwsh flexible 1imits on the NDSL grace
period and loan payments amounts.

after diligent collettion efforts have failed.

201

N

N 220

'Perm1t 1nst1tutﬂons to write-off certain NDSL 10%ns

\

y



ITII-C-13 Give 1nst1tut1ona113%udent financial aid admin-
‘strators discretionary~8uthority to deny or
- limit- the payment of a BEOG for a prior academic

. per1od(s) if such a disbursement of funds results
. in an aggregate award that exceeds the students
financial aid package

L]

I11-C-17 Define respons1b111t1es of educational institu-
.. tions to include verification of student-prdvided
information on income, and recover1ng overpay-
o <ments

ITI-C-18 - » Encourage use of: Financial Aid Transctipts.

L34 . . . )
I11-c-20 - .Allow easy access to central loan records
I11-D-1 _ Give incentives and guidance to encourage develop-

“ ment of a comprehens1ve training program.

¢

ITI-E-1 : Conduct concurrent-schoo] and lender f1sca1 and _ .

2 . program reviews of all HEW, SFA programs.
_ .t e . ¢ - o
III-E-2 - , Amend legislation to authorizing the Commissioner
to immediately suspend an institutions' eligi-
bility up to 60 days, under certain conditions.
ITI-E-3 Balance prbgram autherity with program adminis-
trative costs to allow effective centrols.
‘18gfz4+ - Amend proposed L, S and T regulations. - | -
. III-E-5 . "1bbtain intra-governmental cooperation in‘the
. - collection of defaulted loans. ¥
" I11-E-6 - Obtain IRS and Social Security Administration /
. assistance in establishing effectiv® procedures -
v for obtaining currént addresses of student ;
bbrrower§ - 2 - ~
ITI-e-7 . . Oppose any attempt to repeal current authaf1ty

to prevent for five years discharge of 10?
. debts, through bankruptcy proceedings. |

reennn e TSI -




1-C-2
11-D-1

11-F-3
111-C-1
~T11-8-1

I1I-B-2

II1-C-2

r

111-C-5

III C-6

6;1; -C-9(2

111-C-12(1)
111-C-12(6)

IT11-C-14

7

- , ) .
| \
" paperwork Reduction Co =
= , ?

" Establish common definitions of Student Eligi- ;)f
bility. Define "need" to mean the same thing ) ;
ih/SEOG that it means in BEOG. ‘ ' i
Establish a student appliction process wh ch N
requires a student .supply f1nanc1a1 data.only
once a year. ]

Consider phase out of BEOG - ADS. .
Shorten the 1nst%tut1ona1 app11catidhs, Y K

)
Consolidate a]ternate Disbursement System into
a single adm1n1strat1ve unit.

Combine the National Health Professions Guaran-
teed Student Loan &rogram and the GSLP adm1n1s-
trative units.

Coordinate and gonsolidate data co11eétion .
and use sampling techniques. .

gonsolidite Financial Reports and reduce the - =
amount of statistica] data requested:

Reassess*vatue of the ,BE0G Prqgness Report. | L
Consolidate the SFA regu]at1ons ' |

EIimjnate cancellation provisions in the NDSL.

Devise methods whereby loans of students having

more loans in repayment status could be con-

solidated. Such consolidation would eliminate

duplicated notes, repayment schedules, etc.

Eliminate the SEOG matching requ%remeqt,

203
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"1-8-8
[-D-7

[-D-12

[1-E-]
11-E-2
11-£%3

L II-E-4

1I-E-6

[1-E-7

[1-E-8

I11-C-10

.

o '
\ - -
. —_ . )
Commqnigation and’Exchange of Information

B 4

e

EstablTsh an information network on Eligibility.

Improve communications'between guarantors and
participating lending institutions.

.o 4 \
Schedule joint meetings of Federal State and
private non-profit agencies admin¥stering GSLP.

Establish a clearinghouse for all student aid

information activities for Federal, State, / .
institutional and community-based programs.

Plan a program of cooperative activities with the
States and provide incentives to improve and
expand State initiated information programs.

¥

Make additional efforts to promote and encourage
institutional initiatives for better information
di€semination programs.

. Establish a network to assure updated communi;»

cations on actions, pending or taken under the L,
S, and T process to these agencies and offices
whose programs are affected.

Obtain lender assistangé_in disgemination of
§tudeptrfinancia1 aid information.
\ . o ,
Develop and provide a current 1ist of active
GSLP lenders.

*

Counsel student borfowers.
Déve{np and disseminate a set of integrated,

guidelines or manuals goxerning all OE-SFA -
programs. ' -

- _ \ ’ I‘
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- \' Impact on States ) - v

1-8-2, In the determihation of Basic Eligibility,
. place continuéd reliance on the partnérship
between Federal agencies, State agencies, and
approved voTﬁntary'accred1t1ng agencies. Con- ) g
, sider State chartering and 11cpnsure - 4
~ criteria. .

[»p-4 *  Continue the procedure by which the Commis-
sioner recognizes State accrediting agencies
which approve "quality of training in Nursing -
Education and «in Public Postsecondary Voc-
ational Schools. Y

I-8-6 ° . Recognize and utilize State accrediting, -

and licensing and charter. agencies as supportative

i-8-7 " resources in the same manner as are private
accrediting agencies. Furthermore, strengthen
the ro1e of these State agencies.

I-é\s Establish a formal nationa] information
exchange network relating to basic eligibility
issues including State accrediting licensina .
and charter agencies. ‘ .

I-D-3 Design formal agreements or contracts with ;
1endeqs annually outTining obligations,
limitatdons and sanctions on 1ender act1vity
! ~ - -~ - . rma ' - - ~. s -
1-p-¢ Establish a reporting and contro1 “system %o 2 o
measure the performance of lenders.

¥

s 1-D-7 Improve communications with lending .
1nst1tut1ons “
I-D-8 Encourage good lender portfolio management.
- 4 ‘ b v ‘ =
- i .
- | i . -
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I-D-14

I-D-16

I-D-17

I11-B-1

11-B-2

11-B-3
11-C-4

11-D-1

Sponsor a required program:of Eraining for the
staff of all participating lenders.

Increase .efforts to encourage add1t1ona1 States
to part1c1pate in the GSLP

Determ1ne best methods of State program admin-
istration for new States to follow.

Conduct joint meetings of Federa], State,.and .
private non-profit agencies in GSLP to facli-
tate the development and implementation of new
regu]at1ons

Assist in the development of a clear definition
of the responsibilities of educational institu-
tions which are not lenders. ) )

Y
Mdre clearly define the authority ef the State
in the L, S and T Process.

Exp]ore the possibility of ctina jomt
site visits wjth State cies.
. .

Give priqrity consideration to the incongru-
itiés between procedures utilized to bring,
funds to States and those used to distribute
funds within States. .

Allocate the ten percent discret¥onary funds
in a manner consistent with the institutional _.

funding process outlined in II-C-1 and {I-C-2.. -

e ‘ . ~
Rgvise the State Allocation Formulas.

Extend authority to permit regional offices to b
reallocate.funds in the NDSL, SEGG, and CH-S
programs to permit movement of funds outside

of a State, within the region.if there is no

need for that funding within the State from '
which it was deob]ig§§ed :

Adopt a student app11caiwon system which-
requires a student to_sypply family £inancial
data only once a year fgr participation. in
State agency and other aid programs.
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Identify the common data elements which would

permit ‘the implementation of the CFADC. for

~ academic year 1978 - 79.

Consider a potential award of BEOG in all cases
before any need based award of Federal funds is
or an eligible student.

leafinghouse for all student
rograms including Federal, State,
al and community based.

Establ{sh
informatio
instituti

Plan a program ﬁflcooperative activities with

. the States and provide incentives to improve
and expand S&ate initiated information programs.

Allow State Guarantee Agencfes to initi;fe com-
pliance action in the GSLP where appropriate.

Develop audit gu1des and instructions for use
in on-site reviews by 1ndependent auditors the

. 0IG and SFA staff. .
&
- -
TR T s a
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11-8-3
11-C-1

11-C-4
11-0-1
11-D-6

1I-C-2

CI11-C-5 -

I11-C-6
I11-C-9
I11-C-13-2

111-C-14
Y §

"Reasses BEOG repofting procedures.

Simplification

.
-t o

Revise State a]locgtﬁbn formulas.

Des’ign an Institutional Funding Process
simple and straightforward. .

Give EE@jonal Office final authority to re-
allocate regionalty deob]igated funds in the
campus-based programs.

~ Simplify the student application process.

ghange the BEOG apprbpriation procedures.

L 4
Reduce data required from institutions.
& :

Consolidate financial reports now required of

SFA programs and reduce the statistical data
on the Fiscal Operations Report.

3 3 N
Streamline the regulation process. °

Permit the use of average costs rather than
actual tosts for campus room and. board.

Eliminate the d1st3nct1on between SEOG In1t1a1

.Year aqﬂ SE0G Contanu1ng Year.

- P

-
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< Studies and Research Recommended ,//( -

I-C-9 Study the 1ong range impact of part-time
" students on postsecondary educatiom and clarify
definitions, the hecessity for a separate set
of student expense budgets and need analysis
system, as well as explore the educatignal.
opportunities available to this group of

students.
II-F-3 . Reassess the BEOG alternative disbursement
system.
ITI-C-3 * Conduct a full scale review of all SFA compbter ‘
. operations. i .
I1I-C-6- Reassess the BEOG Progréss Report, - .

IT11-C-16 . Establish: appfqpriate administrative allow-
ances to schools through a representative N
sample survey to identify the costs involved.

P -

I11-C-21 ,Conduct a major study to reassess SFA Progrg%s v
(eg. to determine whether they are fulfilling
thair -intended purposes for various popu-
, lations; the.ramifigatjons of expected changes
in the size of the eligible populations; the °
extgnt to which the SFA programs are abetting
the.shifting of conventional State and institu-
. tional funding responsibilities to the Federal
¢ T Government; and alternatives to the current SFA
programs). .

/ § - 7 ey * oo .
study feas1b1ﬁy and legality of "offsettm}"\

delinquent and defaulted loan amounts against .
: ents due to'the 'debtor from any govern-
mental agency.

"

< ' 209

o



I-B-3
1-D-7

—

1-D-17
11-C-4(1)

“I11-B-1-b

1
*

3

* 1;1L§a11

I11-D-1
I11-E-1

- Ifpact on Regional Offices .

-

s =

v

Perform the on-site compliance review functipns.

Consult regularly with representatives of
lending institutions. . ,
Arrange joint program reviews with State :
agencies. ™ ‘,‘i . .
.

Give Regional 0ff1ces final author1ty for the
reallocation of funds. v e
Deve]op a clear statement of authorities and
responsibilities for the structure and activ-
ities of the Regiona¥Offices.

Use the Regjonal Offices support centers, to
g1ve technical assistance and training to
schools, lenders, and students under consistent
- policy direction. ig ) . j

Provide training for, Regiona] Program Officers.

* Participate in on-site reviews of educat1ona1
~instTtutions and lenders.

-
%
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I-C-1

I-C-2

1-C-3
)
1-D-12
11-C-1
—  11-D-3 & 4
I11-B-1
I11-B-3 -
III‘r&’

IT1-C-11

-

IT1-C-18

R

| . . o @,
Establish cansistent criteria for Studgnt

*
r 4

Standardization

- N

Standardize 1nst1tut10na1 cert1f1cat1on
requirements. '

-~ -,

Eligibility.

Determine a common or at least more percise
definition of need for the various programs.

Develop a comnon methodology for Student
Expense Budgets. .

- Promote a common 1nterpretaf18%,of pol1cy in

the GSLP.

Establish uniform standards, techniques and
procedures used in-the funding process.

Estéblish a cémmon financial aid data
collection system.

Establish standard policies and procedures for
Regional Office opeffations.

Devetop common job descriptions for SFA ¢
staff at Headquarters and in the regions.

Clearly state the purpose of each of the
programs in language common to all programs.

» G1ve cons1stent policy direction to the -

Regional Offices~so that un1focm interpretation
of rules, regulations.and program-management '
directives is achieved.

Encourage the developmént and use of a stand-

ardized financial aid transcript. -

7 211 .
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| - - ' Budgetary Imp]icatidnS’
) RN

\

\

. , \ .
i . ]-C-3 Establish standardized Student Expense Budget -
s ' Standards< T
. - / . ‘\\
1-C-4 Redefine the "independent" student.
[-D-13 Implement the Escrow Systeim. \
[1-D-6 W*;w?Change the appropriateionss procedures for the - .
' BEOG Program— - .
11-F-3 - Reassess the BEOGgalterﬁative disbursement
system. ; -
~ : ¢
IIT-C-12 Drop the cancellatiion provisions in the NDSL - -
) *  Program. . )
I11-C-13 Time the developmen§ of BEOG payment schedule .
- to allow for its disgribution at approximately

the same time as the\related BEOG application. -

CI1I-C-15  _ Allow institutions t4 y over unused CW-S .- .
- funds from one*awardekriod-to another. .~

ITI-C-16 Pay institutions an-pllowance for costs

ingyrred iq;edminis@ering SFA programs. -
Y ! : e o ' .
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Training ~ . ‘
® 7 .on' ) - ‘ -
~ % o - ] . . .=
.® , I-C3 .~ . Support the development and publication
T of a manual of budget construction which
. " includes irformation on training 'student
~ ' e .o f1nanc1a1 aid off1cers
; ] . ) . )
3 »
I I-p-7 . Provide add1t1ona1 training on the- manage-
- : ment and@ﬁdm1n1strat1dn of student loan !
.« ) - portfolios.
S 1-D-9V Sponsog a required program for-
N . ' the staff of alt participating Jgliging .
institutions. Sl
I-D-14 " Sponsor regu‘ir workshop%,to preig t inﬁs;- -
. ) - = mation on thé responsibilities of eligible .. . -
* Co educat1ona1 institutions. “ ) ) R
. P \ . o
[I-E~g - Make add1t1ona1 efforts and conduct tra1n- ’
 seminars to assist institutions to
- ® (//ﬂggelop better information materials~
* 1I11-6-10  Give immediate _atitention to ‘the development
.. and dissemination of an integrated set of .
R ) manuals governing aw]nancwl aidyfrograms
. ’ : ] administered by the Blreau of Student Finan-
oo cial Assistance. ’ n
h ) ¥ /
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v~ ~ . . -
— - . ‘ p ]
L ‘ . - ™
s s | e ' R
\ N
- 3 g )
ll_“-.r/." £ A
- 14
: 3 . - )
i SRSl } s SN
- ZL“J.‘ ‘
. , ' AA 4 -
e 23y -.
) ¢ “
g <
%, ' . - . T



-

11-E-5

. I11-B-1

I11-B-2

111-C-5 ~

I11-C-7

[

%

I11-C-9 r

&R

¢ ARI11-C-10

. .

-

111-C=12 =

~

.

Coordination

-

Conduct coordinated visi;s to 1enders.

‘\\‘iiiequentialTy coordinate t und1ng process
0 accommodate varying cafendars.

Establish coordinated data validation a§ )
part of thé common financial aid data
co]]ect1on system (CFAUC)

Coordinate the delivery student
Financial assistance awarQ@ with Public
Asslstance Programs. -

. Provide a coordinated picture of all SFA
programs.
Administer all SFA programs through a
single administrative unit.

Combine the administration of the GSLP
and National Health Professions Loan
Program.

Cdnso]1date énnua] progress report§ in the
CampUS*based and BEOG programs.

Coordimate the Office of Education Student
Assistance Programs with other Federally
supported SFA.programs. '

Cbordinate regulations now being written

for the Education Amendments of 1976 with
each other as wel] as with existing regqula-
tions.

Develop and disseminate an integratel set of
guidelines or mandals govern1ng all SFA -
programs

Conso11date loans in repayment status to .
. reduce multiple payments.

‘;:
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DEPARTMENT OF HEALTH. ,EDUC‘ATION, AND WELFARE

i -

APPENDIXC =~ - .

a—

CHARTER

Student Financial Assistance Study Group

PURPOSE .

The Secretary is responsible for the administration of the various student
financial assistance programsmandated by statute, as codified at 20 -
USC 1070a; 20 USC 1070b et seq.; 20 USC 1070c et seq.; 20 USC 1087c;

20 USC 1087aa; and 42 USC 2751 et seq. These are the Basic Educational
Opportunity Grants programs, the Supplemental Educational Opportunity
Grants program, the Grants to States for State Student Incentives program,
the Grants and Contracts for Training and Research program, the Direct

. Loans to Students in Institutions of Higher Education program, and the
~Wark-Study Prdgrams. The complexitiés of these programs and the result-

ing difficulties in their administration require the review and recommenda-
tions of .a special study group. .

b

AUTHORITY

r~

20 USC 1233a.

This study group is governed by the provisions of the Federal Advisory

Committee Act (Public Law 92-463), 5 USC App. I, which sets forth - =

standards for the formation and use of advisory committees.
. 4
FUNCTION
The Student Financial Assistance Study Group shall advisg the Secretary,

the Assistant Secretary for Education, and the Commissioner of Education, ~
concerning the issues involved in providing financial assistance to students.

. The Study Group will review the implementation and current status of

the programs involved; analyze substantive organizational and managerial
problems, including the relative roles of the Federal Government, State.
governments, and the private sector; and develop recommendations to
correct these problems. . g >

2 . . -

In order to achieve maximum sensitivity tq the concerns of provider
institutions, the financial community, students, other interest groups,
and the general public, the Student Financial Assistance Study Group
shall hqld public hearings at various geographical locations prior to the
preparation of its recommendations.

215
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" STRUCTURE A

less than seven nor more than twelve’mem y all of whom shall be
* designated by the Secretary, including the hairperson. Members shall-’
be selected from persons of \putstanding expertise in the fields of higher -
education, large-scale student fingngcing systems, management of public
. financial institutions, and the application of data processing systems
to public financial marragement operations. , \ - - -

The Student Financial As?it:nce Study Group shall be compcsed of not

Membets shalt be invited to serve for’a term not to.exceed one year.

Upon request of the chairperson, t%eéexecutlve sécretary may arrange
,for the appointment of the Study Group-of one or more consultants who

have specialized techmcal knowl;edge relating to the administration of

these programs, e.g., a university student financial-aid officer. Such

consultants shall not serve as members of the Study Group but shall be

available for consultation upon reguest of the chairperson with the

advance approval of a Government official. ’ '

-
The Secretary shall designgte a-staff director and an executxve secretary,
who shall be responsxble fdr support services. .

MEETINGS ’ .

In addition to public hearings, meetxngs shall be held approximately three
times each month at the call of the chairperson, with the advance approval
of a Goverdrrient official who shall al§o approve the agenda. A Government
official shall be present at all mee.tmgs.

Meetlngs shall.be opento the public except as determined otherwise
by the Secretary, notice of all meetings.shall be givento the public.

. Meetings shall be conducted and records of the’ proceedmgs kept, as
i required byappllcable laws and Departmental regulatlons Lt

-

\/COMPENSATION K . _
' Members who are not full-time Federal employees shall be paid at the

rate of $100.00 per day, plus per diem and travel expenses in accordance
wnts Standard Government‘ Travel Regulations.

ANNUAL COST, ESTINQ\TE

Estimated annual cost for operating the Study Group, includihg compensa-
tion and travel expenses for members but excluding staff support, is
$169,408. Estimat®d annual person years of staff support required is

3.5, at an es#imated annual cost of'g 79,374.

-

~
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REPORTS . y - <
The Study Group shall advise the Secretary, the Assistant Secretary
for Education and the Commissioner of Education. Such advice shall
be submitted through periodic progress reports, a final report submitted
six months after the Study Grbup meets for the first time, and such

other reports as fequested by the Secretary.

The final report shall contam, as a minimum, a list of members and
their addresses, the Study Grodp's, functions, dates and places of meetings,

. and a summary of Study Group activities, findings and recommendations.

A copy of the report shall be provided to the Department Committee
Management Officer, and the Office of the Secretary Committee Manage-
ment Officer.

’TERMINATION’[SATE“ ~

Unless renewed by appropriate action prior to its-expiration, the Student -
Financial Assistance’ Study Group will terminate not later than one year
from the date this charter is approved.

Aug. 27, 1976 Is/ David Mathews
.. - Secretary - -

»
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“SCREBULE OF MEETINGS AND WEARINGS

DATE OF THE MEETING

LOCATION

PURPQSE 0 F THE MEETING -

SUBJECT OF PUBLIC HEARING |

ctober 28-29, 1976

‘Nashington,/Q,L;

The Federal perspective of current
student aid problems.

No hearing held.

November 11-13, 1976

washington,:.D.C'.

Discussion of an organization and
concept for the study. .

Overview of student
aid problems . _._

1 December 8-9, 1976

Washington, D.C.

Review isSue papers on el1g1b1l1ty
and begin framing recommendations.

No hearing held.

January 6-7-8, 1977

/

San Francisco, -

California

Review issue papers on the Delivery
System and firm-up elTigibility
recommandations

4

Eligibility

<4
- . i

Pebruary 3-4-5, 1977

>

Dallas, Texas

-Review issue papers on Management
and Integrity, frame recommendations
on Delivery Systems and reach
tenative conclusions on eligibility.

Delivery Systems

Chicago,

N

i

- |.Approval of outlines for the Final
Report. ..

March 3-4-5, 1977 Complete review of management and - Program Management
. I1linois integrity, firm-up recommendations
on Delivery Systems, and
‘ ) framing recommendations on
), ) . management . ~ . "
April 4-5-6, 1977 Atlanta, Revise Eligibility and Delivery Eligibility and
‘ Georgia - System recommendations as Delivery System -
e necessary, reach conclusions on Recommendations
. . P \ management recommendations. i
April 28-29-30, 1977 | Boston, Revise Delivery System and Manage- Delivery Systems and
Massachusegls ment tecommendations as necessary. Program Management

Recommendations

May 26-27-28, 1977

Washington, D.C.

Review a Draft of the Final Report.
Make final changes tn the recommend-
ations

Final Recommendations
on A1l Areas.

4
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. PROGRAM DESCRIPTIONS
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- A !
The six Federal student aid programs which are' the subject of this report
are authorized under various sections of Title IV of the Higher Education
Act of 1965, as amended. Each program has been subtantially revised by .
Congress over the years since its initial enactment. The legislative

- history of each of the programs is summarized in the introduction to this

- report. These changes have reflected administrative experlence, growth

and change in the composition of student populations, and evolvirig
national policy on student aid.

Brief descrxpnons of each of the programs follow as’ background for the
discussion of issues and recommendations in the body of the report. Each
program will be discussed in terms of its legislative authority and purpose,
its funding process, and the nymbers and characteristics of students whu::h
it serves.

- L ]

Basic Educational Opportunity Grant program. The BEOG, program is
authorized by Part A, Subpart 1 of Title IV of the Higher Education Act,
first enacted were made to first year students for the 1973-74 academic
year. Each succeeding year an additional class become ehgtble. The
BEOG program is intended to provide a "floor" of -Federal dssistance to
the neediest students. It provides basic access to  postsecondary
education, and is the foundation of all other Federal student assiStance
programs. BEOG grants may be applied across the entire spectrum of -
postsecondary education, but only up to the level of baccalaureate degree.
Eligibility is limited to four years of study, but may be extended for a
f1hh year under special circumstances. To be eligible, students must be
enrolled half-timeor more. The BEOG program does not assist students at
the graduate or profgssional-level.

*

BEOG grants may be awarded in amounts not to exceed $1,400, raised to

“ $1,800 for the 1978-79 school year. The actual amount of a student's

entitlement may not exceed the difference between expected family

contribution and the actual cost of attendance at the institution, and may

not exceed 50 percent of the actual cost of attendance. The amount of

. . the expected family contribution is determined by a schedule developed
E each year by the Office of Eduqation and approved by Congress. The law

. provides that grants may be reduced proportionally if appropriations are

not sufficient to' meet the full cost of student's entitlements. This

authority was used only in the\first two years of the program.

)

»
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The BEOG program_is the .only one of the six student aid programs
administered direct}y by the Federal Government. Prospective sfudents
initiate the process-by submitting an application -providing baslc faﬁgy
-financial data. These appljCations are processed by a centtal*¥facility
under contract to_the Office of \Education, and the student féceives an
~ official notification of eligibility., The student then submits this noti-
fication to the schools which he or she is considering attending, and the
'school calculates the exact amount of the grant based upon the cost of
attendance at that school. The institution may credit the amount of the
1 agdinst student's charges or disburse the funds directly to the
B t at least once each school term. The institution then is reimbursed

by the eral government for the amount of funds paid to its students.
Institutions are now authorized to receive $10 per BEOG erzlee to

compensate them for-their administrative eests, but no_funds Have yet
been appropriated for this purpose. If the institution does riot lify to

administer BEOG funds, the Federal Government will disburse the funds .

directly to the -student. A flow chart ¢f the BEOG funding process
appears as Figure E-1. Participation in the BEOG program has risen
rapidly since its inception. Table E-1 portrays this growth in the BEOG
program. =

The BEOG program mostly serves students at the lowest levels of family
-income. The most recent data available, for the 1974-75 academic year,
showed that 58% of dependent students who qualified for BEOG grants
came froh families with annual incomes of $7,500 or bélow. In 197576,

about 65.5% attended public institutions, and 25% attended private ~

nonprofit institutions, -amd about 9% attended proprietary institutions.
More than half of ‘those qualli_r?ing for BEOG grants were fémales, and
nearly’half were members of niinority groups -- percentages much higher
thag the representation of these groups in the total postsecondary popula-
tion.

National Direct Student Loan program. The NDSL program is authorized
by Part E of Title TV of the Higher Education Act. The present NDSL
program is the successor to the original National Defense Student Loan
program first enacted in 1958. The NDSL program provides long-tefm,
low-intrest loans to ‘needy stydents. To be eligiblé, students must be
erirdlled at least half-time at a participating ‘institutions. A etudent may
receive loans up to: (1) $2,500 if enrolled in a vocational program, or if in
the first two years of an undergraduate programs; (2)‘a total of $5,000 for
the second two years of undergraduate study; or {(3) $10,000 for
undergr&tuate and graduate study combined. Loans are{repayable at 3%
interest beginning 9 months after the student leaves scheol normally over
a ten-year period. The borrower's repayment perfod may be deferred not
to exceed three years for service in the military, VISTA, or the Peace
Corps. There also are provisioris for partial cancellation of the loan for
students who enter specific teaching fields or for military service in areas
of hdstility. :




-

e

14
'NDSL is one of the three "campus-based" student aid programs. A
revolving loan fund is established at pat;ﬁcxpatxng institutions with 90%
Federal funds and 10% institutional funds. Institutions can apply for
Federal loans to meet their share of the.fund. Institutions apply for
a ;Xmonal Federal capital funding each.year as??ar} of their "Tripart" _
. {'ap fcation which also covers SEQOG.and CW-S. The appropriated funds-
are {divided among States by a_statutéry allotment férmula based on
/enro ments of full-time students in postsécondary education through the -
{ad te level. Each institution's -allocation-is then determined as its-

/sprorata share of NDSL need within that State established by regional
vie panels. Loan awards are made by the institution's student financial
. aid officer”or business officer as all or part of the aid package developed °
for eligible students, and institutions afe responsible for collections.
Funds Yepaid by sjudeng are returned to ¢he institution's NDSL loan fund.
A flow‘c‘hart of theND L funding process appears as Flgure E2.

increased cpnsistégtly over the life of the program. Basic NDSL program
ata.afe presente for a few-selected years in Table E-2. The estimated
avetage loan per student in Fiscal Years 1975 and 1976 was $690.00. ~

tion in ? fNDSL program by bpth institutions and students has

/ ~The H gher- Educauon Act of 195, Sections 120(a) and 491(b), defines
"instit txons" including schools nursing and_proprety schools. While NDSL
serves pre‘dommantly low income populition, its beneficiaries are not
generally sineedy as BEOG, CW-S, and SEOG recipients. The most
recent data available, for the academic year(1974-75, showed that 30.8%
of NDSE'borrowers were dependent students from families with annual

* incomes $7,500 or below. About 2.2% NDSL parti- cipants were

enrolleg in proprietary or public vocatjonal schools. OE program data
shows a national potential default rate of-14.7% ang a delignuency rate of
10. 296 as of June 30, 1974, ')d\/ .
College Work-Study program. The CW-S prograrn is -authorized by Part C
of Title IV of the Higher Education Act. The CW-S assists financially
needy students to finance a portion of th\ eir education through part-time
employment that preferably is related t6! their educational goals. To be
eligible, students must be enrolled at least half-time at a participating
institution as an undergraduate, graduate, or vocational student.
Depending upon need and time available, the student may be employgd for
as much as 40 hours per week during vacatjon times aithough a work week
of not more than 20 hours is permitted While school is in session. The
Federa} funds support 80% of wages paid to students in work-study jobs at
the inStitution itself or at public or privaté nonprofit orgamzatlons under
gontract to the msntutlon. .

1]
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CW-S is another of the campus-based programs. Institutions apply for
Federal funding each year on the Tripart application. Like NDSL, the
appropriate CW=-5S funds are divided among States by a statutory formula.
However, the CW-S formula is based on differing criterias number of full-
time higher eddcation students, number of high school graduates, and the
number of families below the $3,000-0f family“income. Each institution’ s
allocation is then determined-as its pro rata share of established CW- S
need within that State. CW-S job eligibility, determinations are made by
the institution's student financial aid officer as-part of the aid package
developed for eligible students. A fiow chart- of the. .CW-S funding process
appears as Figure E-3. .
Participation in the CW-S program by both institutions and students has
increaged consistently over the life of the program. Basic CW-S program
data are presented in Table E-3. In the 1975-76 academic year, the
program assisted about 895,000 students whose earnings aweraged $525.
About 18% of CW-S funds help finance off-campus jobs.

The CW-S program also mostly serves students whose family incomes are
so low that the BEOG entitlement' will not cover edugational costs. It
serves a somewhat more middle Tss student population than does BEOG.
The most retent data available, ffor the 1974-75 academic year showed
that 38.5% of .dependent undergraduate CW-S partiCipants come from
families with incomes of $7,000 ot below.

- ¢ L -~ =

It is estimated by the CW-S staff that during Academic Year 1975-76,
CW-S funds were distributed to institut(ons as follows: public universities,
11%; other - four-year public, 5%; public two-year, 23%; private
universities, 12%; other four-year private, 23%; private two-year, 3%;
public voeational, 6%; and proprietary, 12%. Ninety-féur percent of the
funds went to undergraduates while 6% was awarded to students at the
past-baccaldureate level. More than half of GW-S participants are
females and one-third "are mfembers of minority groups. While these
percentages exceed the percentages of female and minority students in
the general postsecondary student population, the percentage of minority

students served by CWS is marked lower than the percentage of minorities

assisted by BEOG.

Supplementai Educational Opportunity. Grant program. The SEOG
program is authorized by Part A, Subpart 2 of Title IV of the Higher
Education Act. . The SEOG program, which is enacted in 1972, is the
successor to the Educational ‘Opportunity Grant program first enacted in
1965. The SEOG program provides grants to students of "exceptional"
financial need. To be eligible, students must be enrolled at least half-

time at a participating institution as an undergraduate or vocational '

student and must be financially unable to attend that institution without
the SEOG grant. Graduate or professional students are not eligible.
Depend-ing upon need, the non-repayable SEOG grant range between $200
and $1,500 pet year, up to"a maximum-of $4,000 for four years' study (or
$5,000 in the case of five-year courses of study). Students who receive an
SEQG grant must also be receiving at least an equivalent amount of aid
from other sources:* / ‘
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SEOG is also a "campus-based" studént assistance program. Institutions

apply for Federal funding each year on the "Tripart" application._ Like -

NDSL and”CW-S, the.appropriated SEOG funds are divided among States
by a statutory formula. The SEOG apportionment is based gm,full-time
and full-time equivalent postsecondgfy enrollments. Each institutioni's
allocation is then determined as its pro rata re of established SEOG
need within that 'State. SEOG awards are’ made by the institution's
student financial aid officer. as part of the aid package developed for
eligible students. A flow chart of the SEOG funding process appears as
Figure E-4. '
Participation in the SEOG program by both imstitutions and students has
increased gradually over the years. Basic SEOG program data are
presented in Table E-4. In the 1975-76 academic year, the program
assisted about 445,000 students with an average grant of $524.

The SEOG program serves students from extremely low-income families

or students with somewhat higher family incomes who attend highercost

institutions. The most recent data ayailable, for the.1975 academic year,
showed that 54% of dependent SEOG recipients come from families ‘with -
=.an annual incomeof $7,500 or below. -Well over half of SEOG reci-pients
are females and nearly half are members of minority groups.

“State Student Incentive Grant program. The SSIG program is authorized
by Part A, Subpart 3 of Title IV of the H7g'her Education Act, enacted in
1972. SSIG is substantially different in nature from any of the other
Federal student 'aid programs. The SSIG program provides incentive
mgtching grants to States for the purpose of encouraging them te esfab-
lishytheir own aid programs for students with substantial financial need.

ederal-law leaves substantial autonomy to the States in designing
their own programs, so long as need is the primary basis for grant awards.

- ow income and middle income students may receive SSIG aided

grants depending on the criteria in individual States. Eligible students
must be enrolled at least half-time at the undergraduate-level. = The
maximum annual grant for a full-time student is $1,500, of which at least

" half of the funds must be provided by the State. *

All States now have established pregrams which qualify for Federal
matching under SSIG. The appropriated SSIG fundS are divided -among
States by a statdtory formula based on higher education enroliments.
Each State must designate an agency to administer the program, and its
criteria for awarding grants must be approved annually by the U.S.
Commissioner of Education. The State agencies-disburse funds to the
postsecondary institutions on behalf of students. Each State may deter-
mine the types of institutions which may participate and the types of
student costs toward which the grant may be applied. In order to qualify’
for SSIG funding, States must maintain the base level of State aid which
existed prior to SSIG. A flow chart of the SSIG process appears as Figure
E-5 and basic SSIG program data are presented in Table E-5. -

4
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The most recerm®™data avaﬁable, for the 1974-75 acacfemlc year, showed
that 43% of SSIG recipients come from families with annual incomes of
36, 000 or below, but 9% were from families with incomes of $15,000 or
- more. Awards for studenfs at public institutions accounted for 63% of the
recipients but only 48% of the fdnds. Awards for students at pri-vate °
) . colleges and universities accounted for 34% of the reeipients but 50% of
- - the funds. Proprietary schools were eligibleNonly in 22 States and
" accounted for 2% of the recipients and about 1 and\L«Z% of the funds.

Guaranteed Student Loan program The GSL program is authorized by

Part B of Title IV of the Higher Education Act enacted in 1965. The GSL

program is intended to make available Federally guaranteed loans for

# ™ postsecondary education. Loans are made from private-capital. Lenders

- \ may be either State (e.g., Texas and Wiscensin), commercial financidl

iinstitutions, commercial banks, mutual savings banks, savings and loan

,associations, credit unions, insurance tompanies, pension funds or schools

¢ which have been autHorized to serve as lenders for their own students.

_ The Federal involvement dccurs in four ways: subsidization of interest for

o " borrowers under certain conditions; special allowances paid to lenders

b when the HEW Sectetary determines that the interest limit which may be

- charged to borrowers_is pot competitive with the market; repayment of

the principal for borrowers who die, go bankrupt, or become disabled; and

. partial indemniication of lenders for losses due to borrower default. The

) GSL program contains-two major adminis-trative optlons, \Vthh result in
) two quite different components of the program.

First, States and nonprofit mstxtutxons are encouraged to establish pro-

grams to insure loans made to students in eligible postsecondary’ institu-

tions. Lenders are required to exercise "due diligence" in granting loans

- and to attempt to obtain repaymént; but if a default occurs, the State

* agency fulfills its guarantee and assumes the account. The Federal

T Government then reinsures the State agency for 80% of the loss. This -

option of the law has been chosen by 22 States who have estabhshed ’

\ qualifying State guarantee agencies. - - .

B Second, for those States where no guarantee agenty exists, the Federal

Government directly insures loans. "If a default occurs, the Federal

Government indemnifies the lender and assumes the account. This option

of the pr iy known as the Federally Insured Student Loan Program
(FISLP). ‘THe (ISLP optxon has been chosen by 28 States.

Loans insured under the GSL program may be made to students enrolled at
- least haif-time in an eligible college or university, schoolgof nursing, or
vocational, ;echnical, trade, or business school at eith€r.the under-

-
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graduaie or graduate lgvefs. Underéraduate-level students may borrow up
18 $2;500 per year to a. total of $7,500. .Graduate and professional

. Students may borrow up to $5,000 per year. Total undergraduate and
- graduate loans under GSL may not excéed $15,000. The interest rate paid
. by borrowers may not be more than 7 percent.,For students with adjusted

family incomes of less than $25,000, the Federal Government will pay the
interestywhilé the student is enrolled. , Repayment begins from 9 to 12
months after ‘the student completes-or leavés school; but the repayment

obligation may be deferred for up to three years if the individual enters .

.military service, VISTA, or the Peace Corps. The repayment period may
extend up to 10 years. Flow charts of the GSL funding process for the
State guarantee agency and FISLIP options appears as Figure E-6.

Ever ‘since its establishment, the GSL program has been one of the major
sources of .aid for eligible students. Basic GSL prbgram data are
presented in Tables E-6 and E-7.

Health Professions Guaranteed Student Loan Program

The HPGSLP is authorized ‘by “the Health Professions Zducational
Assistance Act of 1976, Section (401)a) of P.L. 94-484. It provides for
federally-insured loans to students engaged in study in the health
professions, including osteopathy, podiatry, public health, denistry,

veterinary medicine, optometry, and pharmacy. Responsibility for this -

program was assigned to the Office of Education in March 1977 in the

" HEW reorganization which sreated the Bureau of Student- Financial

Assistance. Loans up to $10,000 a year -- for a combined total of $50,000
-- will be insurable for all but pharmacy students who will be limited to
$7,500 a year for a combined total of $37,500. The funds may be used
only for education expenses. Unlike the GSLP, there are no interest
subsidies in this pro-gram. Therefore, from the time the loan is made,

students will pay interest compounded semi-annually at a rate not te -

exceed 10 percent of the unpaid balance of thé loan. Cancellation of both

principal and interest to a maximum of $10,000 a year is allowable for --

. borrowers who serve in the National Health Service-Corps ‘and for those

who. practice their- professions in an area where there is a shortage of

health manpower. The law provides stiff penalties for failure to comply:

with a cancellation agreement. .. )
. S
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FUNDING HISTORY OF TITLE IV-A, SECTION 411 : . N
/7 BASIC EDUCATIONAL OPPORTUNITY GRANTS : ‘

N Fiscal Year
Funding and Output Measures = -
N i 1974 19‘75 1976 1977+
Appropriation (8 in thousands) 122,100 -475000 < "° 660,000 1,506,000
: Number of éligible Institutions 5,374 ‘% 5,801 - 5,949 | . - 8,270
AN : Cos
" Number of Applicants 482331 1,114,000 2,450,000 _ 3,502,000
Percent of App!icant,s,Oua_nymg 55.7 . 61.1 :-.65.6 66.0
Number of Recip& 127,162 573,403 1,268,000 1,931,000
.S Percent of Qualifying Applicants « . . - )
" Receiving Awards ’ “69.0 84.1 . 840 L .7 838
- A : '
Average Award Per Recipjent . $ 21 3 618 $ 800 .8 790
Maximum, Award - $ 452 - § 1§00 $ 1,400 ¥'$ 1400 -
. Minimum Awarg $ 50 $ - 50 £ 200 S 2007
. - N N IS ) N
*Estimated ) : 4
. - - & ’
- * i - \ . » )
- - i_!:’-’- . - ¥ ) -
. ) /- L -
/\ “. » B
r—
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) FLOW CHART OF THE NATIONAL DIRECT STUDENT LOAN (NDSL) PROGRAM -
» = - . * . *
/'\ . ' Student and i . Student - |
b Famuly Submut Student Student -1 Studemt © Exercises
. Application and in-Schoat - Grace -1 in . . Forgveness
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- ) , - T 1 ] -
N : » ,
) ® . i
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. . V- e M . &
- = . - * ! )
. . . Y  § _ | B
- . hd [ - - : + )
Instrtution Institution - linstitution Institution ] . .
Subrmuts Notlfiad.oof Issued Approved Determines , Institution* instituNion Institution . L
Application R Ity - Grant Award a4 Loan Amount r. Establishes -~ Collects > Accounts -
o [for Funds to B R°9'°“a ngea | # % of and Disburses Repayment Loan : for » =3
t3 |DHEW/USOE A’“g‘""—' ‘Recommended Funds to Schedule Funds Loan Fund &
Reagional Office war . Award Student . 3 ’ ~
< . N . ~
‘ q " i -~
: . ° - !
. N - "'\
» - ° ', ¢ . s
) - A + Deparimental Federal R -
s Q:phw;dnog - : : Assistance Fmnancing , . .
R "“’I y Appeal Procedure * System {DFAFS} . T :
Paer?;ma o Disburses Funds ' ' - - i
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2" - -~ . 1 B
- + i - o o -
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. - - -
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FUNDING HISTORY OF NATIONAL DIRECT STUDENT LOAN PROGRAM FOR SELECTED YEARS

!

; f\!DSL Fiscal Year
Funding and Output Measures 1959 1962, - 1965 1968 1971 1974 1975 1976
; : <. . ’ ~

Appropriation ($ in thousands) ~ 31,000 75,175 146,700 193,400 243,000 298,000 ‘329,440 331,960
Number of Institutions 1,196 1,470 " 1616 1,738 2,002 2,643 2.985 3,167 .
Participating . . . v
] . .
Number of Total 24831 186,465 319,974 429,000 547,307 667,097* 682,000* 799,000*

. Students New (24831) (125371)._1193744) _(210,000) . (310,520)- , (400,258) (425,000) 535,060)
Aided Cortinuidge O (61,0041  (126,230) (219,000) (236,787) ' (266,839) (257,000) (264,000)
Amount of Average Loan ) s PR . )

; 8 78. 522 1 7 0* 690* -~ $690*

(Based on Total Loan Fund) $ 383 S4 s ' $52 $5 '0 365 . s } . s
sstimated Funds Available for o339 5833 ¢ $1538°  $2337  $3129 © 4331 s4707*  $5513°
Student Loans (in millions) ~ T . )
Number of Section 207 a4 8 85 84 60 101 90 72
Loans to Institutions * : ,

*‘Estimated <= 2

Source Bureau of Post—secondary Education, Fact Book - Summary of Program |nformation through Fiscal Year 1976
4
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FLOW CHART OF THE COLLEGE WORK-STUDY (CW-S) PROGRAM

=
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.o o FUNDING HISTORY OF THE COLLEGE WORK-STUDY PROGRAM-FOR SELECTED YEARS - R
Program Calendar Year ~ ' : Fiscal Year
Funding and Output . . H :

- Measures R : g . . \, R
- 1965 1966 1967 1970 .- 1973 N 1974 1975 1976 .

: : Appropriation (in thousands) ~ §5,710 ~ 99,123 * 134,100 152,460 270,200 270,200 _ 420,000 390,000

~Number of Institutions ’ ' - ) ; :

. Participating ] 1,0%5 ) 1,534 1,700 2,386 . 2,696 2,992 3,1?4 ) . 3,215

Number of Students \ l X y * .

Aided (unduplicated) \ 115,000 275,000 300,000 425,000 567,000 570,000 575,000 973,000

2

- . i

~ Amount of Averége Annual

- e s =
= Student Wages {including . "$ 290 ©~ $380 $ 425 . $470 © $500. % $520 . $520* - . $520* % .

. matching share) - ) ' . m

- . W

, - Gross Compensation to T . ~
; " Students (in thousands) $33,350 $104,500 $127,500 $ 200,300 $288,400 $295,000 $300,000* $506024*
L (including matching share), ’ . : ' .
‘Estimated

. ‘ : .
Source Bureau of Postsecondary Education, Fact Book - Summary of Program Information through Fiscal Year 1976

.




FLOW CHART OF THE SUPPLEMENTAL EDUCATIONAL OPPORTUNITY GRANT (SEOG.) PROGRAM
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FUNDING HISTORY OF THE SUPPLEMENTAL EDUCATIONAL OPPORTUNITY GRANT PROGRAM FOR SELECTED YEARS

Funding and Output

Fiscal Year

Measures -

1969

1971

1973

1975

1976

Appropriation {in thousands)

AN

Number of Institutions \/
Participating

-~

. Number of Students _ ___, . .
. Aided-Total . ... , ,@'TBS

Initial Year Awards
R . )

(123,165)

Renews! Year Awards None

Amount of Average Initial

Year Award per Student $ 380

Amount of Average ‘ ’ .
Renewal Year Award , N/A
per Student )

L e

123,600

1,780

258,175

{146,858) "

(111,317)

§ 422

$ 463

167,790

-

2100 *

¥

297,335

(155,895)
(141,440)

$478

$556

210,300

rd

2,302

- 331,541

(161,772)

(169,769)

-~ 8507

\

248800
3,258

, ®

(190,000)
=

{210,000)

$670

240,093

3,406

-

447,000

(243,000)

(204,000)*

N

$500*

4
.

*Estimated

Source Bureau of Postsecondary Educ#(uon, Fact Book - Summary of Program information ﬁ'erughfnscal Year 1976
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UNDING HISTORY OF THE STATE STUDENT INCENTIVE GRANT PROGRAM -
. Funding and Output o R Fiscal Year T
" Measures B ~ ) . -
- - o~ 1974 . ’ . -1975 1976
ropriation (in thgusands) . oo $ .20,000 T . $ 20,000 o . ¢ 3 44000 .
umbe%tates and. ¢ ( v . T .
erritories Participating ' : ) 41 - 48 g - 55
S o s S |
verage State Allotment .. ' $380,000 _ $400,000 . $500,000
mber of Student Awards 76000 - 80000 _ 176,000
M [ . . . - . . .
verage Amount Per Student ~ . . — oo ' s oR
ard (Federal Share)’  * "\ X $250 8250 o $2%0 -
cent of Recipients by Type ‘ _— ',Z/ . - PP
Institution P ’ . )
Total , ' 100.0 100.0 h , .
. - Public .- ¢ = e33 .7 599 .
4 Year — (39.8) - L (40 -
2-Year o . (23.5) , . 7 (109) ’
Private : Ag . : _ 386 :
4-Year . - {32.7) (37,0) ‘
“ 2-Year . . (.9 , ( 1.6) -
Proprietary” S 2.3 1.1
Other < . X 9 © .4
I AN
is based on r.pom f“:m pamcipmng States and, lTwmon‘s which made student awards with SSIG.
fof 1975-76 school yeer, .
for 1976-77 school year are not avallable N «
N . : . . ‘
- f ) ’ - "
4 ’ o ' ,‘ . \, 2 !"_5 J- ' " . i . "
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’ ". » FLOW CHART OF THE EUARANTEED STUDENT LOAN PROGRAM (FEDERAKLY INSURED) ’ .
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" FUNDING HISTORY OF THE GUARANTEED STUDENT LOAN PROGRAM

(FISL COMPONENT)

Pl Ve o Javes
" 1968-69 331,040 $ 284,162 $ 'éss
* 1970 365,387 353,788 968.
1971° - 481,691 " 484,015 1,005
1972. : 691,874 ™ 708,164 1,024
t -
1973 599,085 654,616 1,093
8 1074 506,854 611,657 1207
'L 1975 < 504,726 661,202 1,310
1976 (15 mos.)* 522,153 739,884

1,417

YEstimated
Source Informal Communication with GSLP Staff




FUNDING HISTORY OF THE GUARANTEED STUDENT LOAN PROGRAM (STATE AGENCY COMPONE

o+

Fiscal Yeér Number of Loans ' Tot(aoiolac))ans /}Jerage Loan:\
11966-69 1,350,296 $1,164,349 $ 862
1970 . { se6500 ’ 685,878 873 .
1971 . 594157 560,035 | 948 |
1972 566,597 : . 594,084 T1088 *
1973 4,201 - 543,907 B 1111 .
1974 . 430,673 T 7778 1225
1975 | 485606 ' 637,156 1,812
1976 (15 mos.)* 782,354 / . 1007120 1,402

“Esuimated . )

Source Intormal Communication with GSLP Ottice -
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) Program Allocation Charts .

. [ ] - R
This Appendix contains Tables that display the way the funds available for” '
each of the college-based programs were divided among the States in FY

\ 77, and the different percentages of panel recommendations received by
institutions in various States. L -
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<§;LLOCATION‘S OF COLLEGE WORK - STUDY (CW-S) FUNDS.

4

-
g a

R USE IN FISCAL YEAR 1

¢

977

{1976-77 AWARD PERIOD)

*

L)

* Final State

Final Allocation,

" *2 decimat placés.

2.

as a Percehtage of
. Allocation Panel P
-3 Recommendation*
Totals $389,300,000 56.732
Alabama 7,722,107 48.25

- Alaska - 537,462 56.54 \

. Arizona 3,889,254 72.37 \. .
Arkansas 3,967,807 75.47 |\
Caljfornia 34,933,004 46.87
Colorado 5,709,636 46.87
Connecticut 4,258,713 60.83
Delaware , 974,703 92.16
District of Columbia 2,465,858 46.87

ts Flonda 11,005,861 83.09

& Georgia 8,719,392 92.58
Hawaii . 1,327,051 69.91
Idaho ) - 1,456,087 46.87°

. Htinois ~’_~16,830,230 4687 -
Indiana 7,632,199 67.95
jowa 4,499,172 47.13
Kansas 3,797,225 * 64.79
Kentucky 6,603,606 78.97
Louisiana 8,781,005 98.68
Maine 4,844,774 46,87
Maryland 5,827,448 # 55.19
Massachusetts’ 19,193,506 ‘46.87-

.~ Michigan 13,403,204 87.10
Minnesota 8,878‘,137 46.87
Mississippi 6,200,577 '63.66
Missouri 7,439,451 59.12
Montana 2,390,623 46.87

7

i~d 8qu)

3

™ Final Allocation
. Final State as a Percentage of
. Allocation Panel
. Recommendation*® -
wﬁ;ued) : 4
Nebraska $ 2487659 /1565
Nevada — 77013 " 62.67
New Hampshire . 3,300,684 46.87 _
New Jersey ‘8862874 & 87.11 -
New Mexico 3,642,121 46.87
New York 28,518,520 54.76
orth Cagolina 9,704,148 ' 57.34
<~North Dakota 2,098,723 46.87
i 15,497,008 81.36
Oklahoma ~. 3,787,842 54.24
Oregon 9,038,392 46,87
Pennsylvania .16,772,365 62.82
Rhode Isiand 2,118,368 46.87 _
South Carolina 5,846,099 78.94 -
South Dakota 2,888,067 46.87
Tennessee / 7,657,103 72.75 °
. Texas 20,637,024 77.36 ’
Utah 2,246,576 56.10 , "~
Vermont: 2.608,528 46.87 -
Virginia 7,760,613 83.09
Washington 8,13Q,004 46.87
West Virginia ' 3,480,745 66.89
Wisconsin " 8,182,183 46.87
Wyoming v b 755,407 46.87 .
Pacific slands
Puerto Rico 7,173,842 100.00
Virgin tslaflds - *
, 2:8
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FUI

ALLOCATIONS OF NATIONAL DIRECT STUDENT LOANS (NDSL}
DS FOR USE IN FISCAL YEAR 1977 (1976-77 AWARD PERIOD)

-

Y

i
4

i
!

Final Allocation

. Final State as a Percentage of
Allocation Panel
’ Recommendation* ~
Totals $321,000000. -, 5097
Alabama 4702253 . T 47.42
Alasid@ 368,054 39.47
Arizona 4,041,558 45.58
Arkansas . 1,825,944 100.00 -
.California : 34,783,253 4131
Colorado 6,561,420 T -3947 ’
Connecticut 3,915,452 47.53
Delaware - » 956,312 63.18
District of Columbia * 2,222,821 41.07 -

v Florida 8,346,820 61.65

= QGeorgia 5,695,390 95.48
Hawaii - 1,295,201 94,73
Idaho 1,227,425 76.34
{Hinois 14,557,303. 46.21
Indiana 7,653,625 4565 -

" lowa 5,139,284 " . 5826
Kansas ) 4,153,849 ' - 7195
Kentucky 4,161,596 62.17 )
Louisiana -~ 4,874962 88.03 -~
Maine . - 3,688,883 39.47 '
Maryland 4,767,223 .39.47
Massachusetts .16,790,028 39.47
Michigan *° 12,932,029 51.85
Minnesota | 6,868,376 43.41
Mississippi 3,320,706 66.75
Missouri 6,713,433 81.12 -
Montana 1,002,249 - 100.0§

Final State
Allocation

Final Allocation

as a Percentage of

Panel

Recom;nendation*

*2 dgaimal places.”

]

(Continued) ' .
Nebraska . 2,726,996 86.34
Nevada 708,337 82.65
New Hampshire 2,751,949 39.47
New Jersey 1,055,598 79.98
New Mexico 2,835,149 39.47
New York’ 25,922,751 51.85
North Carolina 7,443,543 60:42
North Dakota 1,666,407 39.47
Ohio 13,833,629 ~ 50.48
Okiahoma 4,505,264 ~ 83.57
Oregon 6,974,559 39.47
Pennsylvania 14,518,620 52.76
Rhode Island 1,894,862 39.47
South Carolina 3,393,641 #100.00
South Dakota 1,877,449 39.47
-Tennessee 5,474,817 57.20 - .
Texas 12,967,082 100.00
Utah 1,649,304 . 100.00°
Vermont\ 1,959,673 . 39.47
Virginia 5643417 ° ~ 71.07 ~
Washington 7,083,360 39.47
West Virginia 2,715,017 70.46
Wiscorfsin 9,356,612 39.47
Wyoming 584,432 - 63.35 . -
Puerto Rico 2,970,801 39.47
Virgin Islands 21,292. 100.00 , __
<

v

Z'(‘I'l'.l .
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ALLOCATIbNS OF SUPPLEMENTAL EDUCATIONAL OPPORTUNITY RANT (SEOG)

AWARD PERIOD)

P

FUNDS FOR USE IN FISCAL YEAR 1977 (1976-77

\s

A / . )
) ) Final Allotation ? Final Allocation
~ Initial Year SEOG Final State+ . as a Percentag®Qf f Continuing Year Final State as a Percentage of
Program Allocation Panel | X : S?G Program Allocation Panel
- Recommendation* : - : ‘Recommendation*
i Totals o $124,832,000 33.66 : Totals $115,261,000 50.83
Alabama 1,762,163 30.42 <} Alabama 1,784,481 "
Alaska 173,093 26.99 "/ Alaska N «179,738 "
Arizona "1,580,555 3082 - -Arizona 1,252:260 . .
Arkansas 671,332 76.68 - Arkansas 563,827 "
' California 15,184,767 29.12 " California . 11,649,859 "’
Colorado 2,081:212 26.99 Colorado 1,664,217 " .
Connecticut 1,519,624 39.10 Connecticut ’ 1,614,166 - "
. Delaware - 380,607 83.76 Delaware - 204,972 "
- " District of Columbia 861,551 " § 26.99 - District of Columbia - 859,489 " ’ -
& Florida 3,268,707 45.74 Florida 2,429,501 | "’ . 2
Georgia 2,108,283 62.57 Georgia 1,410,388 - " &
-Hawaji | 483,481 57.35 Hawaii ~ 340,683 g . &
. Idaho 401,945 4320 . Idaho 450 "
. : ‘Illinois 5,576,944 26.99 ~ INinois 5,374,564 "
5 ' Indiana 2,597,752 37.99 Indiana '2,693,702 ” :
lowa 1,543,764 26.99 lowa 2,002,530M 1, " .
Kansa 1,301,644 47.23 . Kansas 1,258,174 ”
Kentucky « 1,433,798 . .4280 Kentucky 1,111,662 L i
’/ Louisiana 1,732,283, 65.13 ®  Louisiana 1,289,227. "
‘Maine 1,716,442 2699 Maine 2,766,370 " .
; |Maryland 1,825,33y . 27.31 Maryland 2,403,479 " s
. Massachusetts -+ 4520,021 26.99"' .Massachusetts 5,425,268 " :
. ~ Michigan 4,604,635 29.34 Michigan =~ . 6,420,123 | "
. Minnesota . 690,637 26.99 - Minnesota 3,431,635 "
ISsissippi 1,102,895 26.99 * Mississippi 169,093 "’
A " [ ri 2,172,434 43.72 5 Missouri 2,084,235 v
R > Montana 385,322 - 3434 . Montana - 357,752 v
: : *2 decimal places. ) - .
KTC ~ 241 l - i3




5

ALLOCATIONS OF SUPPLEMENTAL EDUCAT!ONAL OPPORT NITY GRANT*EOG) -T.

FUNDS FOR USE IN FISCAL _YEAR 1977 L1976—77 AWARD PERIOD) (Continued) ' -

EH

- Initigl Year SEOG» -

Final Allocation )

. , “»' '

p—

Final Allocation .

- G

N Final State  as a Percentage of Continuing Yéar.. Final State - as a Percentage of-
" Program .Allecation * Panel . SEOG Program’ ’ Allocation Panel
‘ : Recommendation® o o= s - Recommendatioh*
. < )
(Continyed) o . {Continued)  * - ) =
Nebraska $ 838337. .61480 Nebraska . ¢ $ 675746 5083
tva 284,084 . 4108 - Nevada .- # 152,918 2 W
N Hampsb:re 930,1 C 26.99 * New Hampshire . . 983,217 <"
New Jersey . 2,853,613 50.45 New Jersey 2,051,016 " &
Néw Mexico _ . - 844,704 £ 26.99 New Mexico " 1,369,30Y % -
Néw York 9,981,639 38.87 New York , , 8,542,9 oo
Ndrth Carolind _ 2,690,596 €0.27 North Carolina 2,506,447 , - " -
N N(_(rtqpakota © 699,921 26.99 North Dakota~ 1,211,634, o
Ohia. ° 4,622,270 32.25 Ohio L 4,723,6 ) "o
& Oklahoma 1,675,921 54.85 _Qlelahoma 9 885,43
Oregon 2,887,594 26.99 " Oregon ..2,080,996\ - . " . &
Pennsylvania '5,209,878, N\ ' 40.89" Pennsylyania / ‘. '4;784,550 - / e
.Rhode Island 605,107 29.66 Rhode Island 743835 . | "
“South Caroling, ~ 1,293,171 43.40 . -South Carolina 1,084,233 J "
South Dakota . 711,400 26.99 Solith Dakota © 918,178, "’
Tennessee _ _ 1,996,066 40.19 Tennessee = 1,871,347/ « [~
"“Texes, I 6,053,846 51 43% / Texas: ' . . 3,981,506 o
Utah ¢ 954,473 57.61 . ° hoo 739,265 / / e
Vermon® ~ . 1,249,820 26.99 . .Vermont . ., - 1391574 (/¢ " -
virginia =~ * © 2,226,023 49,61 Wirginia 1,661,510, [
. Washington 3,814,816 26.99 Washington  ; 2684622, | .
' West Virghia 800,388 32,49 - West Virginia - '1,026,392 / T
Wiscgnsin 4,804,851 . 26.99 Wisconsin 4,685,553 ok
Vyofging: ., . » 189'677 ‘ 3284 Wyommg,, -217,046. /. [~ -
, Istands oo 337768 .  81.72 Pacific Islands - - 7. VA A
.PuertoRico" ) . 1,875,390 .26.99 Puerto, Rico - 1,956,675 s
Virgin Islagds & & 13* 52.36 Vlrgln Islands . 78547 ¢ "
. g2 decimal places. . .. J ’ } P
. " o~ \ /,' : .o . ] “I ’ N
‘2: S I / . _ {2 \\ ‘ 274
. . ; . . . - |
|

(Ponuguod) g-4 sqeL




o e - APPENDIX G AR ~,
! . e ’ N R L A o E
. . R S : PR Y - .
! .- PARTICIPANTS AT—.IH_;E.‘ PUBLIC HEARINGS ’ -
November Il, 1976 Washington, D.C. ) i ®

Butts, Thomas - .- ' ', -
\ Director of Student Financial Aid
) University of Michigan -~ . ] -
. Ann Arbor, M¥chigan )

. Cattell, Newton . ’ * .
Pennsylvama State Umversnty . :
R University Park, Pgennsylvania
» . Representing: Umversnty Extensnon Association T e
> 'Fowler, William
L Y Executive Director +
_ National Home Study Councu and
~.7 = = Executive Secretaryy I
Accrediting CommisSfon of 'the Natlonal Home Study Gouncu
¥ " Washington, D.C. .

'
. Holec, 'Donald ‘- . © !
. Director, Financial Aid " o = . :
" Purdue University o
N * Representing: Mldwest Association of ,Szudént Financial Aid Admlmstrators

Jones, Michae! K
/0 ¢Sudent ’ A
. 3 Strayer College ’ . R
. b Washington, D.C‘ I . T - ¥
Kates, Robert J. (Jr.)« - =
College Entrance Examination Board 4 o -
New York, Ne¥ York . S .
- . Lefkovits, Marty. & . i
: " State Universigy of New.York ! -
Albany, New York ‘ ’ ’
Representing: Easte:’n Association of Student Financial Aid Admxmstrators

] Martin, Dallas ‘ * I i
. T Execunt)we Director . : : ’
: Natno al Assocxatnon of Student Fmancnal Aid Admxmstrators

S S Coue R

ha




. .
- - 4 A}

v . . .
lﬁeardy, Willram K
Executive Director’
Association of Community College Trustees
Washmgton, D.C. ) ”
Mlllard, Rlchard
Director - .

Higher Education Services -
Education. Gommission of the States
Denver, Colorado’, , ‘ -

N +

Muil;head Petér
C Clearinghouse 2 2

Professor, George Washington Umversnty

Washington, D.C.

PIRY

- Ofins, J.ay S. oo \

Genesak:Counsel _ ' o .

California, Assocxatxon of Paramedical Schools )
Los Angeles, Catifornia . + - 4 - ot
Also representmi er.gxela“Assooatxon of Prlvate Schtfbls

Poe, William -
" Student ,
GeorgeWashington University .
Washington, D.C. . N

Purdy, Allen- v ' -

* Director, Student Financial Ald . ) : —
University of Missouri : *
Columbla, Missouri’ )‘ o~ :

. . . b M - - &
Rhett, Haskell . .
~ Assistant Chanceltor for’ Student Assistance
- New Jersey Department of ngher ‘Education \
Representing: Natignal Assocnatxon of State Scholarshlp and Grant .
Programs * . . : e

-

Iy

. . e

“Rice, Lois ! ) ’
Vice President ‘ ' « !
ollege Entrance Examination Board L '
ngton, D.C. .
sdunddes, Charles .t * - s e

* Ditector, Office of Government Relations
., American Council for Education T .
‘Washmgton, D.C.

. . [ q-h S .
Seipelt, Doug . R, - - .
Deputy Director . ) . .
- Ohio Student Loan Comn‘ﬂssxoﬁ . ' ¢
~E€plumbus, Ohio o : ) .
Representmg' National Council of ngher Educatxon and Loan Programs
. " ...’. " " ‘: .’ *; 245. ’
f‘ : s € en , -
' ..u. ‘ ® . 2,?6 ) " N
<, = Co ' ' : {



- Perkeley, Cahfo;;maf a

Smith, Ernest

Administrator of Student Aid ~ - : -

- ‘Florida Department of .Educatign
Tallahassee,.Florida

-~

Walljng, Robert C.

Director of Student Financial Aid

Cornell University . - '
Ithaca, New York- -

Zaglamczny, Latry

Coalition of. Independent College and Umversn’ty Students

Washm‘ton, D.C.

. January"6, 1977 San Francisco, California>q ’

Barr, Ronald . ' 4
President * .
Student National Educatxon,A;ssocxatxon

' Washmgton, D.C.

Butts, Thomas

Director, Student Financial Aid
University of Michigan

‘Ann Arbor, Michigan

Fowler, Linda

Staff Associate

Education Commission, of States
Denver, Colorado .

Henry, Joe B. - ‘
 American College Testing
Washxngton,,D C.

— ¢

,\ : Howe, C.R. . i

California Association of Paramedical Schools
stsxo‘p Hllli, Caleorma

- Hoy, JohnaC. ’

Vice Chancellor for Uniyersity and Student Affalrs

University of California at Irvine

Irvme, Cahforma Ve e -

/ [

Lloyd, Richard . . -
"Student 1 4 o

University of California at Berkcley

Sidar, Al _

College Scholarship Service

Cotege Entrance Examination Board o
. New York, New Yq‘rk

Ll 26 .

= Tl i



—

Todd, James

University of Houston
Houston, Texas -

Representing: Minority Affairs Comn)'xssio? of NASFAA

oy

Travers, Fred

. Director of Scholarships and Financial Aid

A\ M

Associate Director of Financial Aid
University of California at Berkeley

. Berkeley, Calitornja -

Voight, Peter

A

AN

H

N

Director of-Division of Basic and State Student Grant

Office of Education, HEW
* Washington, D.C.

Written Commertt

Gibson, R. Jerrold
Dirgctor .

LOMice of Fiscal Services
Harvard University
Cambridge, Massachusetts

Snyder, Yilbur M.
Admxm}r

Lakewood Center, Washington

-4

EY

February 4, 1977 Dallas, Texas

Cockrill, Charles
Allstate Business College
Dallas,Texas

Representmg Texas Association of Private 5chpo!s

Darbxson, Larry
Prd’ect Director
Oklahoma Talent Search
East Central Univetsity
Ada, Oklahoma _

-

iHulcher, J.K.

—

ator for Vocatxonal Educatxon
- Dlrector of Clover Park Vocational Technical Institute

.Northeast Oklahoma State University

Tapelquah Oklahoma

Jacobs, Manon
Director of Student

v
Ed

inancial Aid.

University of Texas at Arlington

,Reprsennng Texas Association of Went Financial Axd Admmxstrators

]

L J

247

278

/

/

|

+
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New Orleansqgouisiana 7

. Written 'Com;nents -
. .4
.Tucsoen, Arizona

Ephraim, Utah .-

,

Jones, Jack . )
Associate Director.of Student Financial Aid ad
West Texas State University

_ Canyon, Texas

Luna, Xavier apd Marsico, Pete .
Students

* American Trades lnstxtute

*Dallas, Texas . . -

McCollough, Rebecca

Student

Southern Methodist University
Dallas, Texas .
McFarland, Robert

Director « )

New Orleans Educatxonal Talent Search Program

§
LY

Pow'ell Ruth o -
Counsel

Dallas g smethology Academy
Dallas, Texas

- Sanford, Ay~ - .- - -

Counselor . ]
Lincoln High School' . ' . . ‘

€ i . s

Dallas, Texas N ~
Todd James "
51rector of Scholarsh;ps and Fmancxal Aid
University of Houston -

Houston, Texas : »
Represe,nting’: Minority Affairs of NASFAA -~

- —

Wagner, Lucas C. . .

Parent . - . Lo
Dallas, Texas .- _ .

[

Leshe, Larry
Professor of Higher Educatlon
The University of Arizora -~

Snow, Richard Jay . : ‘o
Financial Aids Officer R
Snow College

-

»a



; ‘ . .
\! - ¥ . ~ " !
. R = - . »
. Craig; Jess . ‘ .o ‘ . ~
S Financial Aids Coordinator ' ‘ ) N
Los Angeles City College ’
. Los Angeles, California - s *oe
"7 Written Test?mdgy R A ‘
o ; Hoy, John C: . g : ) ,‘;' . - T
- . Vice Chancellor for Umversnt d Student Affairs -~ _ ‘ *
- -~ University of California, I - - . :
Irvine, California : , s
March 3,1977° Chicago, lllinois , . R .
. - ’ - ;N
Beck, Harty L. S e - ] o, .k '
University of Cincinnati -* : o R ,
) Cincinnati, Ohio .- o ‘ . .
v Representing: Ohio Association of Studefit Financial Aid Administrators
-~ 7 - - T .t .
’ . . A . :
» Brown, Thom P. ’ _ B , .
Director of Financial &id . ) ) T
., University of Illinois, Chmago focle ) . : ot L
-~ - ‘Chicage, Winois__ _ . .| _. =, S el
Boyd, Joseph . m L. S e
‘Executive Director oL . . - -
Illinois State Scholarship Commxssnon S . Lt K\ e
T4 Deerfield, lllinois . ’ : I
1 LY .& i - : ¢ ; . P K ) l
. . Clark, Joyce : ‘ R :- 2 o - ‘
.+ Coordinator ; - _ . R -
Higher Education Gmda}\ce Program . ST , .t T
. ' - =xBureau of Pupil Personnel Sesvices ,. R R,
ChJCa}gd Puhjic Schgols Ly e ,- - oo .
" Chicago,- Uhnoxs . " ‘ : . N y -
- - 6 R
HoleC, Donald - ‘ , ' T ~ [ ",
e, . --Director of Fifancial Aid , . T N .
Purdue University _ | AR .t - - T
o Lafaye;te, Indlana e - ‘ \ e . ,;
s & - & * o
¢ Ihlanieldt, William - - DRIV -
.+ ™ * Dean of Admissidns, Financial ‘Aid and Records SN e
. ~* Northwlstern University ~ Ly t : ot
" - Evanston, Nlinois : . ) ‘ -, R
- ‘ . . . ) » ] . . L " N . I
" /'* McDaniel, Betty F. . SR C : ‘ P
* .~ ,Director of Colleg§ Work Stﬂdy‘ Ripgram . ' 9 S
. ( - Catholic Charities . - « P T . ‘i )
. v Chicago, iilinois -« . E . L . -
r) C}"*f ‘. - . ‘$.: ., . B 21}9 . .. . ' : } . 4 :x..: f
EMC Y A ‘ - . \- R 28‘0 »
B g . L] -t ’ - '
- g~ M. -t ™ %



. -Acting Director . e
. Student Financial Assistance = - : ‘/’7 G
_ ‘Bureau of Postsecondary Education, ¥
e . Office of Education/HEW - ) .o .
' ',Washington,'D c. . - ) o
T - ’ r . . - N
o "'Va,ndeV’én, Myron oty e ‘ \ '
. v .Directot of Financial AJd l , T . .
- . University of Wisconsin * { PR R
Green Bay, Wn;cons:n L . e ‘

. . v v ey P -
! * v “ ’ -
I

Moore,James . L. P T .

Voight, Peter S . \ ~ 3 oo
Director of Division of Basm,and State Student Grant oot
Offiteé of Education, HEW - ot ¢ = :
Washington, D.C. oo , . o e

) -“‘/ . ,"l: e Cr. . 'AP”, .

s.AngLa 1977 AﬂaﬁtglGeorgla L T

- Bﬂggs, Channing ) P .. ‘ -
" " JExecutive Director . * o -
! " - National Association of Studenf Personﬂel AdmmnStrators )
Portland State University = - ' .

‘Portland, Oregop - ——r——=== * © N

; C L Dalton,G} J " o S L
-~ ' Directgr of Finan¢i Y ' . T
" Georgia State Umversfty - ‘ s R T
Atlanta, Georgia , . T o c
o T . . , - .
IEm’ RObeft W, . " ., , ' . , . ‘ P -—v
. Director of Financial Aid % ' . o0 . )
. », Oglethorp University ° . 2 T
{ - Atlanta, Georgia a : - , St

Geer, William b 4
Directar of Firanci d" . L .

University of North&arolina at: Cfxapei x-mil .o Y& -

’ ‘Chapel Hjll, North Carohna- N Lo ., A

McCormick, Joe - B s
Director of Student gid ' oo ’
O Mississippi State Univefsity - y ‘ v . v
, ) Repcesenting Nanonal Assocxatxon oi‘ Studeqt Mnancial Aid Admigistrators 4
S /Mbns, Marxea ! , ' i 5 A
© . Director. of Student Financial Aida' T o
> Atlanta Callege of Medical and,.Dental kssustants -

-5, Atlanta, Georgxa \ . . : -
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Payton, Dan

. Georgia State Scholarship Conthission , - ¢

Tucker, Geprgia )

*

- Reeher, Kenneth o ,

. Director .

-

Wilkes, Ché

-

A;Ll zs. 19?7 Boston, Massachusetts : y : _ o

Pl?nceton, New Jersey B

4

Pennsylvania Hi her Education Assistance Agency ~ “ .

Harrisburg, Pennsylvania

L

Richardson, John ‘ S ‘ "

Direcfor of Student Financial Aid s

Tuskeegee Institute, Alabama = ,

L] AL

Roystery, Preston .
Region I§ Regional Comn’ssnoner e,
Office of Edlcation, HEW
Philade h1a,g Pennsylvama

Tate, Sidney = . .
Director of Finandial mg ’ :
University of Mississippi s - oo
Umversnty, Mississippi o
Representmg ‘Southern Association of- Student Fxnanc:lal Aid Admmxstrator
- Ly .8

Whalen, Curtis - .. I

Director of Student Finaricial Aid - R
Florida Atlantic University ~ . ‘o el )
Boca Raton‘ Flonda , ’ . A :

. L -
N » -

¥ »

Directer of li-‘xna.ncxal Aid - . ’ , ' '-_ .
Medigal College of Georgia ’ - ) o >
Atlanta, Georgna .ot ' . LT

[

WrittenCmeents ]- . ‘ T \'

Reeves, John R. : o T e B ®

‘President . ~ -

N. Y. State Financial Aid Acﬁmmstra’fons Assocxa‘hon - - _ J
Syracuse, New York A ) ) {4 . " s

-
*”,

< .
. - - ' pt Lo
L

Bl kstun, E.dward,"—Preslden; . ." o L,
rq Blankstein, Inc. 0 ‘ ' s

N . . s ~ "‘ -
. . . i » . . [~ 4

iacca, John - . ) S
ector of Financial Aid " ., . , '

’

Néw England School of Law ,‘,_ N . &

. Boston,’ Massachusetrs

R esentmgr Mass. Assoaétmn af Student Fmapcxal Aid Administrators

N . ¥ .l- '
N - o251, S 4

’ .
v . - _ . , 4 [y
- 282“‘5 A ¢ Ta . Ya
. - = L] .
d * o - .
- v T ,

s'\‘-"

[ SR



‘»
e Curtis, Grant E. ., :
Ditector of Finarncial Aid
f Tufts University . . .
~Medford Massachusetts - - v ¢ . S A

Delaney,- Frank * T
Director’od Financial Aid - < .
College of the Holy Cross ‘
Worcester, Massachusetts -

b4 . ¥
Devlin, Charies & . " T v ’
' Assistant to the Vice.President Tor Finance . -
‘ .~ Northeastern University ' ’ . - . S
Bostori, Massachusetts - VAR . , ,

"Gibson, R. Jerrold
Directer of Fiscal Service - . ‘
. . - \Harvard University B < ) :
. e Cambﬂdge,M‘assacQusetts ¢ - ’ L -
- . ‘ - -
. * ., Gherlone, Douglas A. D g
. /. Ware Savings Bank s T ,
L) Ware, MhssachUsetts - ' : . -t
X; Jones, 3. Sanruel - ' )
o Financial Aids Officer . . . -
Mass§chusetts Institute of Technology ’ s
Cambrldge Massachusetts .« Lo

i
- - w . . . . N —
= . e ( L] - ; ’ - ;

.. - Kemske, Floyd'S . - . .
’ Boston University Medical Cenrer ’
S e . Bostont, Massachuse'tts e

. - Representmg° Mass Assocna'nofw of Studeht Fmancxal ’ud Administrators

. : UL s -
v, 7 O'Hdre, Thomas J i N
' ' - Assistant Regxonal Commlssxoner v

./ Divisioh of Gyaramtéed Student Loads e
e, b Regxon! Oﬁlce of Education _ -

. . f . - 1 *
' © 3 Written Comments - - &
L] - T ' 'Y ., .

: et P?ovencher, Elednor =~ - ‘ ., . !
V‘;\’ ' Executive Director ‘ . oo
I

New. Hampshire Higher-Education Assistance Foundation ) .
. Concord ew Hampshire : .

: 4 President - R
. " .J | Massachusetts Higher Educatnoh Assxstance Corporation - .
. ' Boston, Massachusetts- . .

?

\Holst,_Helgé' Lo -




" . Olson, Layton

- - . .o
R -
.
M v
.
. . -
. \ .
, .
f

May 26, 1977 Washington, D.C.

Blair, Steven - i \
Special Assistant to the Deputy Commissioner

. Bureau of_Sgudent Financial Aid - ot
~ Office of%%n : RN
Washington, D.C3
*  Ehrlich, Bernard > ‘ ’
Legal Counsel ‘ '
National Association of Trade and ‘Echmcal Schools
Washxjgton D.C. .

Fisher, Miles . -
Executive Secretary T

National Association for Equal Opportumty in ngher Education
Washington, D.C.

Hardman, Joseph

Division of Eligibility and Agency Evalyation

Office of Education .

Washington, D.C. s .

Martin, Dallas - .

Executive Secretary -

National Associatjon of Student Financial Aid Admnmstt‘ators
Washmgton D.C. - . +

Pugsley, Ronald S.
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