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DEPARTMENT OF HEALTH, EDUCATION AND WELFARE

Joseph A. Califano
Secretary

Department of Heal,a.,-,Education, and Welfare
-200 Inderieridence Avenue, S.W.
Washington, D.C. 20201

Dear Mr. Secretary:

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

The recommendations are respectfully submitted to serve as gener, I
specific remedies for the maladies affecting the complex programs w
are funded annually at $3 billion.

A host of studies, especially since 1973, have poi to _the need for -
serious reform in the area of Federal dent financial - aid.
Unfortunately, however, little has changed: I = work of_ths. gtudy Group
confirmed the existence of serious ,prRb ms, some hich may
undermine the integrity of the progranisr s well as publi fidence in
them.

and

The report of our study focuses'
bility and'certification procedUr
delivery systems; and the
agents involved in Federal

-
three areas/Of

for instituitforis
ram maha

dent linancial

To assure that the res of the study
the Study Group requests that you assi
Department responsibility for moni
recommendations. Moreover, the
interagency task force to re
interrelate within the Federal G

,contepeeligi-
en,students;

of all the

ar ie fullest extent,
or unit within the

plementation of its
Mat you call tether an

In aid programs as they

Finally, the Group request rt on the implementation of these
recommendations be pre nd sent to each member prior to a .follow-s

- up meeting which the St oupfequests take place in six months.

The Study Group sta e0y to consult with anclaSsist you or your staff
in any way necessary o benefit the student financial aid programs.

Sincerely,

John A. Perkins
Chairman
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PREFACE

This ,report to the Secretary of Health, Education, and Welfare contains
recommendations for the improvement of Federal student financial
assistance programs. The recommendations are in resp&seto the growing
concerns 'Of Congress, the Departmeht of Health, Education, and Welfare,
and the genera-1 public, regarding problems encountered in the administra-
tion and managemenrof the programs.

Nationally obtained pOblic testimony, evaluatioffs of previous studies,
discussions of prior recommendations, examinations of Federal reports,
and review of Federal investigations have identified serious problems,
which threaten to undermine the integrity of the programs as well as
public confidence in their administration.

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.

1006

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

1. Eligibility and certification procedures for institutions, lenders, anab
students;

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. 4 _

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 written reports by the
many interested organizaticrns and institutions. Some of these
recommendations already

*ill
been carried out or are being carried out

as of this date. Others *ill require legislative and/or regulatory action
and some will require deliberative review. The reader, is referied to
Appendices #, and 13, an index of t4 recommendations by interest area.

We wish to express our gratitude to the hundrftds of individuals throughout
the country who supported our mission by sharing,their ideas,.their befiets
and, most important, their recommendations. Without their hdlp the
report would be ihcorniPlete.

(
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Appreciation is extended especially tip the Federal staff members assigned
to support our work. Their expertise, diligence, and dedication werc
invaluable in helping. meet our objectives. We also commend the Depart-
ment of Health, Education, and Welfare for its support and cooperation in
this public examination.

In fulfillment of the char given to the Study Group through its Federal
charter, we submit this report in .the firm hope that the recommendations
for action will contribute to the vitalitylresponsiveness, and integrity of
student financial assistance programs.

r
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INTRODUCTION

r
Establishment of the Study Group

AV

Recognizing a need to improve' student financial assistance progra,ns
administered by the Department,. the Assistant Secretary, Comptroller
was directed by the Secretary of HEW, to develop a plan obtaining
independent outside advice to assist.in dealing effectively with the subject
of fraud and _abuse, and related management issues. In , response, a
Memorandum dated lime 71, 1976 propOser4 the appointment of a group of

( highly experienced non-Federal persons to study the management and
organization of student financial assistance progra ms administered by

Offite of Education.

The programs to l examined were the National .1)irect Student Loan
(NESSL) Program, Basic Educational Opportunity Grant (SEOG) Program,
St4lemental Educational Opportunity Grants (SEOG) Program, College
Work-Study (CW-S) ,Program, Guaranteed Student Loan (GSL) Program,
and 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 Security Administration.

The memorandum outlined issues related to management and organization
by raising the following questions:

1. %What should be the relative roles of Federal and State governments in
the administration of the six student assistance programs?

2. What should be the role of proprietary schools which act both as
lenders of federally guaranteed funds and providers of education
services?

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

4. How should these programs be organized within the Office of Educa-
tion? For example, should there be a separate organizational structure
to administer all student assistance programs?

5. HOW adequate are the existing steps to prevent- abuse.and -fraud in
these programs?

6. How adequate is the legal authority of the Commistioner of Education
and the Secretary of HEW -to effectively administer these complex
programs involving millions of students and thousands of institutions?

0.0
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7. What opportunities,. if any, are there for the use of common,
administrative and management approaches to the six now existing
student aid programs? Each program now develops separate
regulations, data systems, disbursement systems, and standards for
the determination of eligibility.

8. How adequate is 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 simplified?

10. 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 44 1,. 1976, the Assistant Secretary for Education formally
requested the establishment of the Student Financial Assistance Study
Group and, on August 27, the Secretary offically approved the request.
The anmunce -nent of the establishment of the Study Group -- under the
provisions of the Federal Advisory Committee Act Public Law 92-463), 5
U.S.C. ;pp., I -- appeared in the Federal Re Lister, September 1, 1976:
Its stated purpose was, "To advise of ways and means to implement more
effectively and efficiently the student financial aid programs
adminiStered by the Department."

The Study Group Charter ti

The Charter of v-ie Student Financial Assist)ance Study Group, appearing
in Appendix C, called for a membership of not less than seven nor rrrore
than 12 to be appointed by. the Secretary to sertve for a term not to
exceed one year. The members, including the designated Chairperson,
1ere 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
systems to public financial management operations. TheCriarter also
called for the Secretary to designate a Staff-Director and art Executive
Secretary. i
The Charter called for Study Group meetings approxi-rnately three times,
each month and for public hearings. In order to achieve maximum- sensi-
tivity to the concerns of interested groups and of the general public, the
public hea'rings were to be scheduled in different locations throughout
the United States..

The ,Cha.rter also called for periodic progress reports 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.

2
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Early Planning and Development

A Staff Director was appoinfe-d in mid .-September 1976 and an Executive
Secretary and other support staff in October. Most staff members were
detailed from various HEW components.

In late September acid early October, twelve individuals outside the
Federal sector accepted invitations from the Sepetary to as
members of the Study Group.

Study Group Members:

John A. Perkins, PrOfe;sor of Political Science,- Vice
President, Busl-riess and Finance, The University of
California, Berkeley, California.

Members: Norman E. Becks.Director, Student Financial Aid, Ball
. State University, Muncie, Indiana,

Lolaj. Finch, Associale Dean of Students, Washington
State University, Pullman, Washington

iameThl.Furman, Executive Director, Illinois -Board
o igher Education, Springfield, Illinois

To int L. Hale, Loan Officer, First National Bank
of Chicago, Chicago, Illinois

Chairman:

serve

isiirri..11111k..S

Richard Johnson, Director., Student Financial Aid, C.S.
Mott communioty mint, Michigan

James F.. Kauffman, Vice President for Student AfArs
and Admissions, Cornell College, Mount Verrion, Iowa

Clifford L. Larson, Chairman of the Board and Chief
Executive Officer, Northwestern tlectronks Institute;
Minneapolis, Minnesota

DavidW. PhippS, Vice President, Financial airs,andTreasurer; University of Alabama Tuscaldosa,Alabama

Paula.--* Reeder, Director, Loan ,DifisioN, VermontStudentas'Sistance Corporation, Burlington, VerMont

David E. Stahl, Ekecutive Vice President, National
'Association of Home IThilders, Washington, D.C.,

,

,3
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'Study Croup Staff:

. Adm.

J

Charles C. 'earner; Vice Nesident for Fiscal ,Affairs,
Dillard University, New Orleans, Louisiana

Research and
Writing

Mary Jane Calais -- Staff. Director

lNan, Stoney.-- Assistant to the Director'

Frank Stiewart -- Executive Secretary

Carol L. Erickson -- Staff AssisTnt

Henry Kirschenmann Research Associre

Francis Nassetta -- Research Associate

Jeffrey Lee -- Research' Associate

Joan Ratteray HEW Fellow

Josephine Ferguson A-ogram Officer

Robert B. Holmes -- Consultant

MaKy.Ellen Flynn --Vriter1

Barbara DeBose Secretary

, Edith McIlwain -- Secretary

Marjoiie Lynch, Under Secretary of Health, ducation, end Welfare
presided over the official swearing-in of membe on Octo0. 28, 1976.Dr. John A. Perkins, Professor of Political Science nd Vice President forAdministration statewide, University of Califor , was appointed
Chairman. Following the swearing-in ceremony, members were briefed onthe objectives of the Study Croup by 'various officials from the Office ofEducation and the Department of HEW.

.

At its first rrteeting October 28-29, after hearigg from Federal studentfinancial aid program officials about curre prograM operations,problems, and, conVns, the Study Cifoup outlirred a scope of work and:developed bosh a tffi.tative workplan and meeting schedule. Rather thanduplicate the efforts of earlier task forcest it was agreed that earlier

4
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reports and studies would be reviewed and appropriate recommendations
Considered, It also was agreed to concentrate efforts op existing
programs under current legislative authorities, rather Than on fuRdamental
changes whiCh would require C ngressional action.

. Conduct of the Study

Nine working meetings, were held throughoUt tilt country and, an -
acCordance with the proVisions of the Federal,Adyisory Committee Act,-
all were open to the public. (Dates, locations, and purpose are included in

mAppendix D). Attendance by the membership was consistently high and
the combination of individual expertise and experience contributed to a
thorough examination of ,The issues.

The work Alas ,aided significantly.by seven well-attended public hearings .
throughout the -country where oral testimony was received from
representatives of national and State associations, Office of Education
Central Office and Regional Office staffs, student financial aid
administrators, State financial aid agencies, lender's, 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 signifitantly among the various segrnents.of the
postsecondary educatior4 community word oth4s concerned about program
operation, every effort was made to provide for their expression.

To thrther commanicate the Study Group's work to the field on an ongoing
basis and to solicit additional public participation, a wiling list of more
than 400 interested persons and organizations was develdped. "Dear
Colleague" letters from the Staff Director -transmitted infor,mation on
issues under consideration, sunimary minutes,of each meeting; tentative

inv.!,recommendati s as they were developed, and other relevant documents.In addition, co nts and reactions were invited and many received:- On
an occasional Nis, tentative recommendations were published in the
Federal Register to solicit public comment and, throughout the period of
the study, Study Group members and staff met individually with interested
parties.

At various times, indic,idual members 4/ere designated to prepare reports
and papers on ,specific topics for the consideration of the entire SAudyGroup. Background papers also were prepared by the Staff. '- "A,

i
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Early in its work, the Study Group identified the major areas with which
it would be concerned and agreed upon an approach to meet the Group's
objectives within the time constraints set by the Charter. The study
focused on three broad areas:

1. Eligibility/Certification: who is eligible to participate in the
pt'ograms institutions, lenders, and students;

4
Servicelielivery: how assistance is provided;

3. Program Management and Integrity: how well the programs are
managed and how well the interests of institutions, and lenders are
safeguarded.

Each of these topicaisthe subject of a chapter of this report:

6
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AN OVERVIEW OF STUDENT FINANCIAL ASSISTANCE

Background Of Student Financial Assistance

Some limited sources 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 outstanding students and the great majority had to depend
entirely, on family financial resources. Access to higher education was
limited. Studenti enrolled in institutions of higher education were
primarily those who were "able" academically or who came from families
"able" to,rneet 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 II was insignificant.

'Institutional Aid Programs

nstitutions of higher education created student aid programs almost
simultaneously with their founding. Although there has been no

k 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 "common'
people." The Charter of the College .of William alid 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 affluent members. *,

/-
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 emerged a work-study and cooperative education.
movement' resembling that of today. A few institutions such as Berea
College were 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 dormipries," and by 1900, Yale had developed a Bureau of
Self-Help. MoSt institutions arranged part-time, unskilled positions in
areas such as libraries and food service which could t filled by
financially needy students.

State Aid Programs

The concept of financial aid td students from State sources arose late
even though 'States had long assisted higher education institutions
through .loans, direct appropriations, and grants of land. Perhaps the

7
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first state scholarship program was proposed for Virginia by Thrmas
Jefferson in 1800. Need and acadertlic ability -were the controlling
factors in the distribution of the limited amoun State aid and, in fact
until the Ci Ntil War, most State gift-aid ards were called "chari
funds", illustrating the almoSt total e asis placed upon need. Bef re
the 20th century, .few States ha established even limited sent
financial aid programs except or some fee waivers Civil War
veterans. By 1909, Connecticut had establis the' fir,Tt State
scholarship program and the New York Regen cholarship Prograrn way"
developed in 1913. Wisconsin establishes_ what was proba,bly the fir&
State higher education loan program in 33.

Within the past fe decades, 'however, the States have developed
numbe of categori 1 aid programs. These programib-ase awalds of aid'',
upon, the student's academic status, intended c ,/eer field,," or family
relationship rather than upon any demonstration of financial need./
Included ip -these programs are financial aid 'to students in medical,'"
teaching and engineering- fields; widows or children of veterans; Arid
disabled or children of disabled individuals.

States still contirilie to establish addit anal categorical *grams from
time to time. Since the, mid 195% s, 'however, there has been a
simultaneous major development in S ate financial aid fOr postsecondary
Pducatio'n in the form of compre nsive State scholarship, grant, and
loan programs at the undergradu e level based on financial need. Atk
last count, 50 'States and five t rritories had established such programs
provid.ng over S645. :-nillion assistance to more than one million
students ea`':..h year. These no represent the largest proportion of Ltate
assistance to students in p tsecondary education and have established
the States as mapr sourc of student aid. Neverthele, there is wide
varianbn among the Stat s m their levels of aidand halrof all State aid
4pr-ids are pl-ovided by. o ly five States: New York, Pennsylvania, Illinois,
e-ahlornia. and New rsey. Many of these programs operate to help
equalize t`n studeh s expense of attending higher-cost institutions.
Although the rece ly enacted State programs differ greatly among,
themselves in ell requirements, administrative procedures, and
types and amo ts of aid provided, they share one importantl,
r.haracteristic: t ey are based primarily upon financial need.

-Federal Aid Programs"

The Federk- Government also Is a latecomer in the awarding of financial
aid to pb'stsecondary .stude4s. Prior to the Civil War, the Federal
Gove.rnlent had little invelwernent of any kind in postsecondary
educatipa. Its first major initiative was the Morrill Act of 1862 which

_establiShed the system of land Throughout the remairter
of th;` 19th century and most of irst half of the 20th century, the

d Federal role in postsecondary education focused mostly onlimit
assil71ting institutions rather than upon directly aiding students who
att nded them.

8

18 (



J

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. benef its to education. Funds were provided for such purposes as
internationafisstudent 'exchange, the development of ROTC units,
vocational 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 tic) million students. even though the major purpose of
the legislation Was to over public employment and thereby remove youth
from the private labor

}
market. A -temporiry Federal loan program was

established during World War II to prepare scientists who would be
directly involved in the war effork

A-landmark event in-Federal student aid occurred with the passage of the
Servicemen's Readjustment Act of 1944, ,ore familiarly known as the
G:I. Bill. This led to a dramatic and permanent change in the
composition of the postsecondary student population. Veterans returning
to civilian lifetook advantage of the educational opportunities offered
by the G.I. Bill to enroll in college or other types of postsecondary
education. for the first .time, postsec,ondary institutions enrolled large
numbers of older students, many of them married. The experience cif the
G.I. Bill clearly demo strated that pesons 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, it enabled
large nurriberi' of veterans to enter postsecondary education who could
not otherwise have done so.

Partly as a result of the success of the Bill, the attitudes of
American society toward postsecondary ediktion began to change
through the, late 1940's and the 1950's. The desire for pos tsecondary
education rose among middle and lower income familieS where previously
it would have 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 from 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,
and 9.7 million in 1975. 1 This rapid increase In enrollments came mostly
from lower and middle income families as tell as from other non-
traditional students,and it placed a severe stress upon all of the existing
sources of student aid, whether institutional, State or Federal.

1

U.S. Department of Health, Education, and Welfare, National
Center for Education Statistics, Digest of Education 1976 Edition, Table
83, p. 85.
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,In ''response to this growing need, new Federal aid programs were
established during: the late 1950's and the 1.960'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 1.970 to $1830 million in Fiscal Year
1975. This rate (3 growth was much more rapid than the growth in
expenditures in, postsecondary institutions. For example, while the OE
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.

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
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 their academic
abilities, their chosen course of study and, to a lesser degree, their
financial situation. The program subsequently evolved into the present
National Direct Student Loan program.

A second impetus to increasing student financial aid arose in the early
.1960's, as. the Nation became increasingly aware of the need to equalize
educational opportunities for all members of our society, The Economic
Opportunity Act of 1964, the legislative vehicle of the War on Poverty,
authorized the College Work-Study (CW-S) program. The program,
administered by the Office of 'Education under a delegation of authority
from the new Office of Economic Opportunity, provided subsidized work
opportunities for financially needy students.

/
The United States made a further major commitment toward ensuring
both access and choice in higher education for students from all-income
levels in 1965. The landmark Highlr Education Act Of 196$ 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 institutions 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 faMilies.

In response to the need for assistance to students from middle-incomefamilies, the Act alsotestablished the Guaranteed Student Loan Program(GSLP) as a source of low-cost lokns of convenience. The Guaranteed
Student Loan Program provided Faileral_ insurance of educational loansmade by commercial lenders, and a federally-financed interest subsidy on

10
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loans made to students\from families with an adjusted family income of
leih than $,,15,000 annually. Loans were obtained under the GSLP by large
numbers of middle-income students, and' also by low-income students
who, because' of funding limitations, could not be served by the other aid

: programs designed for theiE needs.

The Higher Education Act also incorporated the College Work-Study
program ansl assigned responsibility for,it to the Office of Education.
Finally, the National Defense"Student Loan Program was slightly revised
to place more emphasis on, need than on academic performance and
endeavor.

By 1 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. embodi the three, basic types of student aid (gr
loans, and work oppor ties). Three df the four programs (Nat
Defense Student Lo s, Educational Opportunity Grants, and Col
Work-Study) were administered through colleges and universities.
fourth program, the Guaranteed Student Loan Program, rested on
participation of private lenders.

The next substantial revision, of Federal sttudent aid, programs. occurred in
1972. Congress recognized that the types and amounts of funding and r
existing programs were not sufficient to meet fully the goal of eqtal
opportunity for postsecondary education. Therefore, the Education
Amendments of 1972 (P.L. 92-3187 amended the Higher Edgcation Act to
establish two new grant programs, the Basic Educational Opportunity

'Grant (BEOG) program and the State Student Incentive Grant (SSIG)
program.

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 family 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 postsecondary education.

661/4"

Only entering freshmen were eligible for the first year of the BEOG
program, and the grants actually averaged only $271 the first year (1973)

__due 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 administered directly by
the Federal Government.

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 funding for other student aid programs has remained relatively

11



constant. As a result, the FY 1978 budget i'equest of $2:3 billion for'''
BEOG constitutes morek, 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 existitig Education Opportunity Grants" program was
somewhat altered to become the Supplemental Educational Opportunity
Grant (SEOG) program. It now serves as a means to prpvide aid to
students, who may or may not also have qualified for a Basic Grant, to
attend the institution of their choice.

t

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

TheN5SIG program provides funds to participating States on a matching
basis (up to a limit established by forimula) to establish or continue State
programs to award aid to students on a basis of need. The determination
of need under SSIG May include consideration 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 -15 toil.

The most recent omnibus education legislation, the 'Education
Amendments of 1976 (P.L. 942482), continued the six existing progirams.
The SEOG program was extepded without significant 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 in SS1G-, 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 which was
th ouely amended to increase bdrrowing limits for both graduate and
ndergraduate students, to establish new controls over leters and

borrower's 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.e.94-484 proi/ided federally.--insured loans to students engaged
in study in the health professions, including osteopathy, podiatry, public
health, dentistry, veterinary medicine, optometry, and -pharmacy.
Responsibility for this program was assigned, to the Office of Education
in March -1977 in the `?-I .W xeorganiza"tion.which created the .Bureau of
Student Finan.cial AssistanCe. loans- up to "$10,000 a year -- for a.
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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 program. Thetefute, 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
310,000 a year is allowable for borrowers .who serve in the National
Health Service Corps and for those who praqtice their professions in 'an
area where there is a shortage of health manpower. The law provides
stiff penalties for failure to comply with a ranpellation agreement.

The programs which have been discussed, represent the mostimportant
developments in Federal student financial aid for postsecondary
education since 1958. (Appendix E contains a description of these
programs). In addition to these major programs, other smaller special-
purpose aid programs have been authorized. These special-purpose
programs usually award aid on the basis -of personal status or
occupational goals, without refe4fnce to need.. There are programs

..which provide aid for the education of -veterans and their families; to
students in health and criminal justice.programs; to the dependents of
retired, disabled, and deceased workers under Social Security and other
Federal retirement systems; and to persons physiCally handicapped.

.
The Status of Student Aid .

Approximately $2.9 billion 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

one
funds will be going to students

receiving aid under More than one progiam..2 However, as siginficant_-_
as they are, these programs must be kbpt in proper persPectiye among
the total spectrum of sources of aid for postsecoridary education. The
total estimated expenditures for institutions of higher education for
1976-77 is $49 billion dollars. 3 In fiscal year 1977, about $7,9 billion

2 -
U.S. Executive Office of the President, Office of Management

and Buaget, Special Analyses: Budget of the United States°Governmeatt
Fiscal Year 1978 (Washington, D.C.: Government Printing Office, 1977),
p. 182.,

3 U.S. Department of Health, Education, and Welfare, NCES,
Projections of.Education Statistics to 1985-86 p. 71.
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his beep provided in Federal student assistance, another $4.8 billion in
Federal institutional aid and $1.7 billion in Federal tax expenditures (i.e., *-
tax exemptions). Therefore, the six OE, stusieotassistance programs
represent only about one -third of all of the Federal student-aid available.
Nevertheless, if these prograros" had not been available, many
academically qualified students would ,have been unable to meet the
costs o any postsecondary education or would have had to choose from a
much more limited set of options. Table 1 and Figure 1 on pages 15 and
t6 shows- the extent that these programs have focused on low and
moderate income students.

The other sources of Federal aid are not need-based: Half of theVotal
Federal student aid comes from the Veterans Admini'stratign. The'
relative importance of aid- -from the Veterans Administratign--,can;be
expected to decline in the future-as fcirmer military personnel exhaust
their eligibility and because veterans' educational, benefits haV ,been
sharply reduced for persons Who are entering military service. The
student aid provided by the Social Security Administration'systern, like
that' provided by the Veterans Administration, 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. k,
Two other ploviders of aid are institutions and the 'States. Most
instituticins accept an obligation tomake available some sources-of aid,to
financially needy students. However, much of it is awarded on'the basis
of academic attainment or personal status, in accordance `with the
conditions spetified by donors of the fundsf rather than ipn the b&sis'of
need

'11
Institutions will continue to be important sources of aid, but their

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

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 assortment of State
programs based on criteria other -than need. While State governments
.have recognized their *obligation to assist needy,:siudents ,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, Md in recent years. -!-A

4 ' ,, , . 4,

U.S. Congress, Congressional Budget Office, Postsecondary
Education:' The Current derIt al Role and Alternate Approaches (Washington,
D.C.: Government Printi O ffice, February, 19771, p. xx.
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DISTRIBUTION OF FISCAL YEAR 1977 OUTLAYS*
FOR STUDENT ASSISTANCE FUNDS BY INCOME, IN MILiPIONS QF DOLLARS

Outlays
Income Ranye of Fan flies of

Dependent Students Major gtudent**
Assistance Programs

o.

Dollars Percent

SO- 7,500 895 35 .

-7,500-10,000 370 14

10,060-15,000 440 .' 17
-.--,, -,,.

,15,000-20,000 "198 8

20,000 and up -72- 3

All Self-Supporting Students - 595 2,3

Total $ 2,570 - 100%

'Estimated
" I nc, Jded are Basic anIs Supplementairants, rivet Loans, Coilege Wo., -Sud{ and Guaranteed Loans 'subs,dy ,n,e,es and $Pe91.al

Source Congressonal Budget Office Estimates



:PERCENTAGE OF FUNDS AND RECIPIENTS IN MAJOR STUDENT
ASSIST.NCE PROGRAMS-BY INCOME CLASS, ISCAL YEAR 1977 OUTLAYS

LEGEND

$0 - $7,46
fe'

$7,500 - $9.999

Percent
' of of

Rectisserk,_ Dollars

BASIC GRANTS

tree

SUPPLEMENTAL
GRANTS

$10,000 - $14.99B

$15.000 and up-

DIRECT LOANS

$15.000 - $19.999

+ $20,000 and up

'GSL tribution (subsidy interest and special allowancelonly) includes self-supporting students.
ource, Congressional Budget Office estimates bad onBasic Grants applicant data, fiscal operatiQQs reports, and unpublished OGBL data

COLLEGE /

WORK-STUDY ', =

GUARANTEED
LOANS*

Self=supporting Students

2?

imb

I
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Two important general conclusions can be drawn ,frorn the history of
student financial aid progra.ms: First, although the most recent trend
emphasizes financial needs the basis for awarc:js -- a trend which wig*
probably continue for the foreseeable future as the cost of educatiollf
rises -- most of the 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 instictufron, direc,tly
from the State, directly from the Federal Government, or as a loan or
&rant 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 enforcetandardization of
philosophy or procedures upon all 'of the providers of aid. Nevertheless,
as a major source, of student aidsbe Federal' Ggvernment has an
obligation to examine its own aid cagrams to be sure that they are
properly coordinated with each oilier 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 evaluatirir the
extent to which the programs .are coordinated, it is eissential 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.

Sources of current Problems. and Concerns

Despite the relative success oT student financial, prdgrams in rheeting
many of their basic aims, they are experiencing problems which have
warranted .the aIrtion 9,1' Congress .and program administratpr The.
Mowing chapters specifically 'discuss and make recommendations
regarding problems..brief outline ctf the sources of the problems will
be presented here in three general categories: the rapisLigrowth and
change in the programs, their inherent complexity, and the opportunities,
they present for fraud and abuse.

Growth and Change

of ,the programs has experienced rapid growth since its
establishment. For BEOG, the growth has been explosive: in onlrfive
years, it has become the largest program administered by. the Office of
Education.

17
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More than three and one half million BEOG applications must be
processed each year. The loan volume of the*GSL: and NDSL programs
would rank them. among the largest consumer loan systeMs in .the
country.

Thl number of entities involved in- the six programs has increased
significantly each year, as has the number of students being served.

This rapid program growth- has placed great stress upon the Federal
Government, State agencies, lending 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
authorizations 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 billion' dollars. Each thousands of new persons assume
important responsibilities in the administration of the program, and there
have never been sufficient sources to provide adequate training and
technical assistance of the sca e. needed.

F urthermore, the prdgrams a not ,static. They .must be periodically
reauthoriied by Congress, and usually they air e modified in the\ review
process prior to reauthqrization. The changes made in the GSL program,
particularly, have been substantial as Congress has attempted to respond
to emerging problems in the program.,

Once legislation has been passed, the details of, 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 still another period for public comment arid an analysis of the
calWnionsts,linal regulations Ore published in the. Federal Register. The
process may slap include public-hearings.

-

While- ,intended to provide for maximum public participation in HEW
ruiemaking, this process is very time- consuming. Including the time
required to secure Department reviews and clearances, two years or
more have often elapsed before finalg regulations appeared. During this

-period, those whoa receive funds are subject to the law despite the
absence of implementing regulations.

_ In programs like the student assistance programs which are subject to
frequent Congressional changes, revised legislation may be passed even
before final regulations for the previous legislation have appeared. For
example, proposed rules' for the GSL, program published in the Federal
Register on Nbvernber 5, .1976, did not reflect 'tne 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 becaidse 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's in day-to-day program. administration. Because they must be
based =upon the and final regulations and must be initiated or
prepared' by overburdened Federal staffs, they have seldom been
available on a timely basis. Manuals have not been revised. since 1967 for
NDSL, -1971 fdr CW-S, and there has never. been a manual for the SEOG
since its inception in 1972. Only the BEOG program hassucceeded-in
producing annual revisions of its program handbook.

-
Program Complexity

of.

A second source of problems is the basic complexity, of the programs.
Complex administrative requirements typically are stated in the fine
detail the law. Consequently, detailed regulatidns are required. The
trend is for the programs to become till more complex as Congress
modifies them to extend their benefits and correct administrative
p r ob le m.s..

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. Accountgbility for Federal funds must be maintained requiring
a large amounl of information from all of these parties. Complex
procedures are involved in _transferring this information from one party

% ilk another mod, in order to establish the %tudent's ccVinued/eligibility
and the amount of assistance he or she may receive,, this information
must be kept current.

Furtherrnore, because the progams were enacted at different times in
response to different conditions they-contain some inconsistencies which
increase the possibilities for confusion .J-id 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 -readily available to students and that the
programs be managed prudently to minimize losses.

19
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Fraud arid Abuse

.Sa y,,experience shows that the programs are quite vulnerable td fraud
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- !live acted in good faith, and most problems can be
attributed 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
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 have_ indebted themselves.
Beyo4 these forms of misuse, there are well documented instances of
outright criminal fraud in he submission of false information, diversion
of Federal funds, bribery, and kickbacks.

S

It would not be possible to eliminate co pletely the possibility of .fraud
and' abuse without imposing onerous a expensive controls upon the
parties involved. Such controls probabl ould make the programs
unappealing to the students whom they are int nded to benefit, as well as
to the edUcational institutions and len*-1-5 who .are involved in their
administration. , While rigid controls probably would be counter-
producth4, responsible management still requires that reasonable
corrective actions be taken by the Federal Government to minimize
opportunities for fraud and abuse.
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HIGHLIGHTS OF MAJOR RECOMMENDATIONS

The Study Group's recommendations address_a, wide range of 'problems
and, concerns at different levels in the providing of Federal financial
assistance to students seeking postsecondary education.

these recommendations call for changes in all financial assistance pro-'
grams administered 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
required to implement 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 coordination
of those parties who play major and important roles in delivering Fed-eral
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 problems and
concerns are as follows:

1. The Federal Government has po_ overall philosophy of financial
assistance to studerits on which to build-a Comprehensive and logidal
program of support.

2. Legislation had provided a patchwork of assistance to meet particular
problems and concerns. This has led to different definitions for like
situations anck has added to the complexities that are faced today.

3. The major gbal at the Federal level had been to "get the money out"
as soon as possible. Little thought as given to good organizational
management or control. To a rye 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 j?eing over-
regulated and overburdened in administering student aidprograms.
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4. The organization for adMinistering the'se'programs irr the Office of
Ethication 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 fire 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. Theappliration,process should
be consolidated and simplified. Studenis and parents need to be fully
informed of their rights and responsibilities once assistance is
available.

8. The present State alloca4ion forrnu and institutional applications
for campus-based progratns ne ajor overhaul to provide equity
and integrity in these programs.

The Study Grou feels the (highlights of its recommendations, which
sornmarize. major steps- needed tg improve the orginizatign and

management of student financial assistance. These steps will help
considerably in solving the problems and concerns outlined 41,9ve. Each
can be found in one or more of the recommendations in the Study Group's
report to the Secretary of HEW.

w.

Organisation Structure
6_

The Study Group recommends that all HEW student financial assistance
programs be administered by single Bureau of Student Financial
Assistance in the Office of EM.Ication. 'To the extent possible, the
Bureau should be organized along functional lines, instead of along
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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 ould be established to strengthen the eligibility process
and emphasiz 'the prevention of fraud and abuse.

Allocation of Funds for Campus -Based Programs

The Study Group recommends major changes in the State allocation
formulas. ,Under present legislation these formulas vary among each of
the three campus:bascrprograms (National Direct Student Loan, Col ege
Work-Study; and Supplemental Educational Opportunity Grant) and have
no direct relationship to the distribution of funds to institutions and
students. These formulas should be based on the population to be seri/ed.
Furthe'rmore, the current method of assigningtthe discretionary portion
of the ten percent campus-based funds as led to considerable inequity
and grantsmanship and should be compl ely restructured.

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 testirridny
heard around the country the current institutional application procest 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.

A new institutional funding system should include a simplification and
'consolidation of the data collection system eliminating ail but reqUired,
used and 'unduplicated data. It should bow fully operational to over
awards made for t e 197944 fiscal year. addition stept sho d be
taken iz,r, nediately thtgali.df 1 77tto.effecN ny pos -chang s fbr,
fiical gar 1978-79 Which can be directed towarcra pe anent sol tion.
The Study Grciup recommends the immediate appointment of a w rking
group to accomplish these objectives.

Student and Parent Financial Data Requirements

The Study Group recommends that students and parents be requi ed to
submit financial data only once Bach year-in applying for Federal s udent
finahcial aid programs. It recommends that a -common financi data
collection system be established for use in the 1978-79 award yea . The
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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 theaBEOG processor. The BEOG
processor would inform the student ditgctly 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 application form.

Validation of Information with Income TaxRecords ----NI
- /

The Study Group recomm6nds that the Oftice of education require States
and institutions to verify financial data submitted by parents and,
students in applying for financial aid. comparisons should be made if
data is, recei*ed from various sources, including final verification with
income tax records. This will help reduce fr4ud and abuse.

The Eligibility Process
,.

Even though eligibility and approval for participation in, the Federal
student aid programs have been viewed as though they were identical
items, the Stuctretoup has conceived of Them as two parts of a single
process. The first part, the determinatibn of basic eligibility, is the
shared responsibility of the Federal Government, the States And the
private accrediting agencies; the second part, approval tor individual
program participation, is essentially a Federal responsibility.

The Study Group recommends that the determination of basic eligibility
remain the responsibility of the Division of Eligibility and Agency
Evaluation and suggests that much of the process involved in-arriving at
its determination remain unchanged.

4,
't3

In reference to the second part, of the. process the Study Group has
'recommended Stibstantial chInges. After being= dertified as eligible;

educational institutions would apply to paiticipate in particular Federal
programs. Changes in the approval process for an educaticinal
institution's participation in the student finahcial aid programs would
include 1) the development of a single application for use by institutions
in applying for participation in one or more of the seven principal student
aid programs, 2) the submission of application forms to and handling of
all forms by a single Federal office '' and 3) the addition of a
comprehensive evaluation of the instiiiition4s" resources, integrity,
financial aid program management and consumer protection practices as
they apply to the adminittration of federal student aid programs.
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StudentInformation 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 programs
with manpower- planning, career education, and social and community
service, including Talent Search, Upward bound, and Special Services.

The Study Group also recommends that HEW extend the scope of its
dissemination activities to fill needs beyond those covered by proposed
program regulations. Specifically, ..1) the scope should be broadened to
include all governmental student financial aid ptograms, 21an 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 academk 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.

Computer Utilization__

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 consequence-of a systems failure
upon the continued viability of the GSL and BEOG programs; and, finally,
the almost total lack of coordination between the GSL, SSIG, BEOG, and
campui-based programs in their respective computer 'system design and
,operaidns. -

As a result the Study Group has recommended that HEW undertake a full I
scale review of all student financial assistance computer operations and
exercise stringent control over tie' procurement of computer services,
Specifically, Fib/ should I) reassess the continued propriety and public
policy implications of long term contracting including its practical
constraint upon meaningful competition, 2) investigate the potential for
integrating part or all of the now separate GSL, SSIG, BEOG, and
campus-based systems, 3) impose stringent prior approval conditions on
contract modifications, 4) flirther tighten the Current restrictions on sole
source procurements, 5) strengthen technical review panels by requiring
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that such panels include a sufficient number of 'reviewers independent of
the contracting program office to assure an objective appraisal of
bidders, and 6) establish a functional Management Systems Division to
monitor and coordinate SFA computer operations.

Coordination with Other Federal Student Financial Ald Programs

The Study Group recommends- that HEW tighten the, coordination
between' student financial aid programs and other 'Federal and public
support sprtgrams to assureagainst duplication of funds in meeting a
student' educational expenses and assure that maintenance payments to
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-
.

The Study Group recommends that the Office of Education immediately
begin to develop, for Case 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 consultation with a committee, composed of across-

_ section of institutional respresentatives and OE Central and Regional
.Office representatives. The guidelines should provide direction on the
general and individual aspects of managing all student 'financial aid

-4k programs.

Financial Aid Transcript ,

The Study Group recommends that thi; Office of Education develop a
standard financial aid transcript for insti,tutions to use in monitoring
students' financial aid to assure that cumulative award limits are not
violated and to communicate other needed information.

T ntn
4114 * I .1 4or

The Study Gr up recommends tha%the Office of Education stimulate.and
- guide the elopment of comprehensive training for--all- -those involved in
the man gement 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-
institutional aid personnel.

at.
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Clarifying Responsibilities of Institutions

, The Study Group recommends 'precise definition of the responsibilities of
educaticknal institutions for the administration of stddent financial aid
programi, especially BEOG, to end confusion about he institutions'
responsibility for accuracy of data, the amount of validation required,
the requirements-to pursue repayments of over-awardsfietc. The Group
recommends that a clear statement of institutional re0onsibility become
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:

ftWhether they are fulfilling their intended purpose,

2. Acital and perceived barriers to. the eq4le distribution of aid,
I

3. The ramifications of expected changes in the size of the eligible
popblation 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,

5. Whether the financial characteristics of GSL borrowers have altered
with the establishment of new upper limits of family income and, if
they ave altered, the effect on the available of loan'. for lower-
income families and on the need for additional grants ana work-study
funds,

WiThe fiscal and social _implications of the growing number of
f "independent" students and part-time student qualifying for financipl

-aid,

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, schools, 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 for and are eligible to
receive BEOG's fail to attend a postsecondary institution, and

f
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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 outlined above are
needed because student financial aid has grown to become one of pe
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.

Moreover, as the volume of student aid has increased, a substantial
administrative structure shas 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,
edtcational institutions, and students and their parents for sharing the
costs ot.e.ducation and training. Furthermore, increasing'efforts must be
directed toward analyzing the impact of the student aid on institutional
decision-making.

9
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ELIGIBILITY AND PROGRAM CERTIFICATION:

INDINGS AND RECOMMENDATIONS

CHAPTeR'I

A. Intr uctiOn
.

One of ',the three major areas of study Undertaken by the Study Group Was
that of-determining the eligibility' of students, educational institutions,
and lendeis and theirsubsecitient certification of educational institutions
and lenders to participate in .the various Federal student aid progi-ams.
The study included, a review of the professes of. determining .basic .

Asgibilityr certifying eligibifky for. program s participation once basic
eTigibility is determined, maiOnance of .eligibility, and impro eg
alterncives to existing systems of eligibility determination.

/fr. 1 '
.

An eligibilitS/ determination, and the following certif n determina-
tion, assume that the approved par can be depended upo to ad properly

some period. into the future. these determinations re vatd, the
acts of the approved party need to 'e monitored only petiRically.,

r, . de

In its consideration of issues pertaining to institutional eligibility and
certification, the Study Gray has been careful to- maintain sharp
distlfictions among accreditation; institutionaj. eligibility, and institu-
tional certification for participation in Federal programs. ,

Accreditation, historically, has been the responsibility of non-govern-
mektal accreditation groups. The primary focus of the accreditation
progress is the determination of educatio quality. Educnai quality
is -,a necessary/ condition for institutions articipation

*
ir Federal aid

programi. Thus, students whouse Fedefalk financial assistance or incur
loan obligations to attend an institution should expect at least /minimal
standards of quality in the institution's educational programs.

Vq.

Even thou the accreditation criteria include a consider ion of insti-l*t ut io14 ity, accreditation alone is not a sufficient g rantee of the
compcompetence

and-willingness of the institution tovanage F deral aid fundsetence
acctirdance with the law. To protect it&own legitimate interests, the

FediralsGoverprilent is justified in establisMg oritification r-quitements
to ensurs, the sound and efficient administration of Federal progran-ri.
However, these requirements which are' designed tcyensure good program
management differ in chatacter from th reqyire:ments necessary to
determine educational quality.-

Ur
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The Study Group has made eligibility/certification relinmend;tions
related to institutions, to students, and to lenders. The Study Group also
considered the role of State approval agencies in the Federal student
financial aid programs.

instates -are eligible for iiarticipsition in the GSL and SSIG programs if they
agree to meet requirements set forth in the law and specified KOffice of
Education regulations. Many State agencies are or will rbe - riportant
participants in -tkem programs. '; Since there:is ApdefirWe number of
potentially eligible tes and, since the guideline re stated in a direct
manner, State eligibility Is readily determined. Eligibility is ensured if

s the State agrees to perform in a manner acceptable to the Office of
Education.

ne, - .

States' involvement is most 19 eiv asive in the SSIG program, where States
are designated as the responsible administrative or anization. States have
also become heavily involved in the GSL ram. by establishing`
guarantee agent' s for student loans. The guar tee agencies vary inIII
form in that t y may a loan guarantee agencies which operate in
conjunction w a State holarship agency,/ 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 nort-prof it corporation within a 6tate.
In one instance a private non - profit corporation, United Student Aid Fund,
Inc., serves a number of States. States arso have an option to act as
renders in4the GSL program on the same basis as other.. types of direct,
lenders and to have their loans insured by the Federal Government.

pnforttinately, the lack of uniforrri lending policies among eligible State
guarantors is a cause for some concern. Among States participating in the
Guaranteed Student Loan Program there are differing residency criteria,

loan limits, portability standards and levels of lender participation. In
some areas Guaranteed Student Loans are not available through either a
Federal or State or private- non-profit agency. There are also obvious
differences in die quality, programAerformance, and service between
State administered and federally a inistered programs. The lack of
consistent policy and-participation results in a condition. whereby students
throughout the 'country are not assured of equal access to or flexibility int
their use of Guarante0 Student Loan Funds. Obviously, encouragem
of inct,eak,s1 . State participation, program coordination., and
standardizatirdn to the degree possible are key solutions to the problems of
unequal access. -Oar)

\
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The major rgsponsibilities in the administration of Federal student aid
prograrhs focus on tie-educational institution which the student attelids.
The educational institutions directly administer the three ,campus-based
programs (SEOG, NDSL, and CW-S) and the ;_GSL program if they parti-.
cipate as direct lenders. They also have important roles in managing
*nds under the BEOG and GSL programs./ Altogether, more than 8,900
postsecondary institutions of many different kinds, participate in one or
more of the programs. The Study Group has. carefully examined they
eligibility/certification processes and the mechanisms available to OE to
mbaitor institutional performance in their management of Federal
financial aid dollars.

A determination of eligibility and certification under Federal aid
programs carries with it the responsibility for proper use.of Federat funds.
Administrative responsibility for the largE- 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 legalequirements for participation. The
process of eligibility and certification determination isherefore, crucial
to the integrity of the programs.

31
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B. Institutional Eligibility/Certification

BACKGROUND AND ISSUES

The issues involved in institutional eligibility /certification 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 popylation_base of institutions that would be
eligible. In fact* until very recently more emphasis has been placed on
expanding the number of organizations eligible to participate in the
financial aid programs than on providing safeguards to protect students
against improper institutional practices. ,Consequently, in recent years,
many institutions ,have taken on the responsibility for Federal funds for
the first time. This has strained the i-nanagernint,c4pability of some and
placed on them a Federal ,compliance responsibility which is not
adequately understood and which, therefore,. cannot be adequately
exercised. Until very recently, more empta§is has been placed on
broadening eligibility for student financial aid Agrams by expanding the
numbers of organizations eligible to pafticipate than on providihg
safeguards to protect studentsVgainst unproper institutional prattices.

Several requirements must ?let by an institution Which participates in
one Drbrnore Federal fina al` aid iprbgrams. The institution must meet
yoth the minimum eligibility requirements stated, in each prograft's

/authorizing legislation and the requirements of the general legislation
applicable to all recipients of Office of Education,funds.

The Higher Education Act of 1965 defines seven inajor elements of eli-
gibi 'ty. The institution must be one Which: I.) admit's as regular students
onl high school graduates or which practices, "open door" admissiOns; 2)
is leg Ily authorized by its State; 3) awards baccal,aucreate or advanced
degr s or two-year associate degrees-or includes non-degree programs of
at ast six months duration- leading to gainful -employment; 4) is
appropriately accredited; 5) has Operated for at least two years; 4 is in
complianceymith the, Civil Rights Mt and the Family Educational Rights
and Privacy Act; and 7),does- not use Federal funds for religious, or
sectarian purpose's.

l .
,

.

Since the intended ultimate beneficiary of the programs is the'student,4
the institution fails to fulfill its responsibilities, it is the student, whb is
harmed most. The best interests of the student an& institution may not
always coincide, and the. Fedefal Government has a particular responsi-
bility to ensure that stucnt interests are upheld.
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The second set of issues is related to the process for determinigg eligi-
ility/certification. These issues directly inovlve the most sensitive

itiestions 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 agencies-. On the other
hand, certification is essentially a Federal responsibility.

t I -
By both traditiOn,dnd the will of Congress, the Federal Government does-
not have the authority to assess directly the quality of institutional pro-
gram offerings. 1

,

Nevertheless, the Federal Government has a legitimate need for asstirance,
as to the education& quality and probity of postsecondary instituti&s 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
_estate 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 Of 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.

co'

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

determined primarily on- the basis of creditation by a/eligibility 4i,,
recognized accrediting .agency or by one of the ap owed 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. Thirdly, a
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view team of educators designated by the accrediting agency visits the
institution to see if, in fact, accreditation standards are being met in
practice. If the review team is' satisfied, the final step is for the
institution to be. listed as of fiGially 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 Federal governments; they are funded
entirely from their members' dues and application fees (they receive no,
ublic ,funds, eltl4er State or Federal); and their purposes do not

n essarily coincide with Federal needs. Accrediting associations are not.
r latory or enforcernerit bodies, and they are opposed to being called on

r
to sure responsibilities of a regulatory nature. This has been a source
of riction and some confusion as Congress'has sought means to achieve
greater institutional accountability for student financial aid funds.

To rriake the problem more complex, institutions which are n t accredited
may satisfy the accreditation requirement via other legal ave ues. These
include:

1. 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 accrediting agency;

3. Specific State agency approval;

a. Schools of Nursing approved under the Nurse Training Act (8
State's);

b. Public postsecondary vocational schools approved under the
"Mondale Amendment (12 States). Institutions approved by a
S at agency recognized by the Commissioner under the

ndale Amendments as "reliable authorities" are auto-
matically' eligible for particintion in all Federal studerit
financial assistance programs;
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4. Commissioner's determination of "satisfactory assurance" of
anticipated future accreditation by a recognized accrediting
agency. ,.

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

When institutional eligibility'status is confirmed, a letter is issued to the
institution .. listing those Federal programs and titles 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 which 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 fading 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 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
agenciel; and State guarantee agencies. AM of the parties have a strong
mutval interest in improving the qualitylof postsecondary education, and
this should provide the basis for cooperative efforts which can be achieved
without compromising- the prior separation of responsibilities.

A fourth group of issues relates to the area of monitoring the performance,
. of institutions which have been certified and determining their continued
'participation. As was mentioned earlier, the Office of Education does not

now have _a unified procedure for systematically reviewing institutional
performance.
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In making decisions regarding continued funding, OE 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 recartifjcation is per-
functory until or unless some contraryinformation emerges either through
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 authori ing the Office of Education to limit,
suspend, or terminate the parti tion of institutions (referred to as L, S,
and T) will provide a mews for dealing. with proiblem sitytions once they
are identified: ..c.

, .

While the most serious problems do eventually come to light, se ious
losses .of Federal funds aid harm to the educational' aspirations o Stu-

' dents may occur before a problem is recognized. Worse, less severe
problems may go undetected year after year. often 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 implementa-
tion of the following recommendations will aid in promoting more
efficient and effective management of Federal student financial
assistance programs. .

RECOMMENDATIONS

Institutional Eligibility /Certification

I -B -i Two-Step Institutional Eligibility Process

I-B-2 First -Step: Determination of Basic Eligibility

I-B-3- Second-Step Determination of Certification

I-B-4 Alternative Procedures for Determining
Eligibility

-I-B-5 'Single_Set of Requirements for Certification

I-B-6 Formal Recognition and Approval'of State Accrediting, Licensing,

Basic Institutional

Charter Agencies
"-

I-B-7 Strengthening State Participation.

f-B-8 Information Network Exchange --Basic Eligibility
.a

I-B-9 Contracting Betvren Eligible and Non-Eligible Irtstitutions
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I-B-I Two-Ste Institutional Eli ibilit Process: I) Basic Eli ib ity and
2 Certificate

Recommendation

The Study Group recommends formal and complementary wo-,step
process for the determination of institutional eligibility td.parti ipate in
Federal programs.

The first step is called "Basic Eligibility" which hiss the determi tion of
educationol quality as its foundation. The Division of Eligib ity and
Agency Evaluation would be responsible for granting basic e igibility
which would-qualify an institution of postsecondary education to pply to
participate in one or more of the student financial aid (SFA) pro arras.

. I

The second step is called the "Certification" process. Insititutions
possessing Basic Eligibility status must meet certification requirements
to become eligible to participate in specific Federal student aid
programs. The Certification and Compliance process would be the
responsibility of the Division of Certification and Compliance irk the new
Bureau of Student Financial Assistance (BSFA). (See III-B-I). Iri addition
to a review of an institution's practices with respect to both gefneral and
program specific statutory requirements, the process would involve a
thorough and comprehensive evaluation of the institution's resources,
integrity and capabilities in the areas of financial stability,' financial
management, program management, and consumer protection! practices
as they apply directly to the institution's administration of Oe student
financial aid programs. (See III-E-1).

1 IRationale ;
1

I

I

Experience has shown that institutional program participation based
primarily on basic-eligibility determinations such as the ckiterion of
education quality have been inadequate to preclude fraud and abuse.,

Precautionary procedures and more stringe1t certification requirements
should be implemented before eligibility for prograrrT 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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I-B-2 First Step: Determination of Basic Eligibility

Recommendation
C -

The Study Group recommends continued reliance by :the Division 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 prihcipal 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 conidered by DEAE
in the determination of an institution's basic eligibility.

Rationale

DEAE has developed and refined the standards thaj postsecondary
educational institutions must meet int order to meet basic eligibility
criteria. Institutional accreditation bran approved accrediting agency is
one of the primary requisites for participation in the Federal SFA
programs, and it is the responsibilitnof DEAE to grant approval of
accrediting agencies who provide this important service. Various State
agencies play a significant role in recognition of institutions to operate
and offer postsecondary education. In sofie 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 Fe eral programs which need this assurance before
granting funds. In thi sense, DEAE's 'tole in granting basic eligibility
would not be altere

I-B-3 Second Stepe Determination of Certification

Recommendation

The Study Group recommends the establishment of a Division, of Certifi-/ cation and Compliance-within the Bureau of Student Financial Assistance
(133FA)- to be responsible for certification of institutions to participate in
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Federal student assistance, programs-. (See III-B-I). One set of factors in
certification determination should be related to the institution's ability
to manage student financial aid programs and to assume fiscal
responsibility and accountability for Federal funds.

The qualifying criteria must include evidence of basic eligibility, a plin
for management and financial responsibilities, an ability to comply with
the requirements of SFA programs, proof of competent staff to operate 1
the programs,_ and procedures 4pr proper program management and
administration.

Educational institutions seeking certification for participation in one or
more t of 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 cblrform
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. This process will take the place of the
multiple "terms of agreement" currently issued by the several SFA
programs. It- is recommended that there be an annual review for the---
renewal of certification. A change in ownership will require an irrkmecff-
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.

Rationale

Efforts must be made to insure that the institution has the capabilities to
operate SFA programs and has been made aware of all rights and
responsibilities. These actions would be a major step in the prevention of
misuse, abuse and fraud. These actions will put emphasis on the front
end of the process to minimize or eliminate the-problems that have been
encountered in the past. -

The compliance area of the Division of Certification and Compliance will
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.
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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 Al 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.

ti

I-B-4 Alternative Procedure's for Determining Basic Institutional
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.

Three Letter Procedure

The Study Group recommends that. the current "Three Letter Pro-
cedure" (letters from three accredited institutions stating they 4ilf
accept :.transfer students and credits from the institution seekingeligibility, prior. to accreditation) be discontinued. Should the
Commissioner deem this alternative ft be necessary, thin it is
imperative that additional controls be added to the procedtke to
provide appropriate safeguards to insure integrity.

2. Commissioner's Approval

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 have access to a nationally recognized accrediting agency.

Statutory authority for interim approval is presintly provided onlywith 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.

4o
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3. State Agenop.Approval bf Public Postsecondary Vocational Schools
and Nursing Schools ,

. -
,.. ... .

a. State Agericy 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).vrequires that the
Commissioner p&lish a list of State ac editing agencies which
have been determined to be reliable au orities r aiding the

e Off ce of Ed ation.

quality of . public postsecondary vocations educati in their
respective States-for-the purpose of determini g eligib' "ty for the
Federal SFA programs administered by th

b. state A enc A..roval of 4ursin: Institutions

The Study Group recognizes that under 1?.L. 88-581, Nurse Train-
ing Act of 1964 as amended, nursing schools (generally not
affiliated with -a college or university) may be declared eligible
through State accrediting agency Approval.

The Study Group recommends * it ued 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 seen a need for the,Commissioner to provide
the alternativeisfactory assurance" for institutions that did not
fit under any other approved process for determining basic eligibility
status.

The-Study Group recommends that this alternative procedure be used
rarely and only when an unaccredited institution can not be
accommodated through any other available procedure.

Rationale

All postsecondary educational, institutions should have access to a
procedure which will determini basic institutional eligibility. However,
the processes by which alternative accreditation prodedures are used as
part of the determination of basic institutional eligibility require better
definition,to insure that all institutions are treated equitably.

4
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I-13-5 Single Set of Requirements for Certification

Recommendation
144 I V 440.4441,4; 4 ts y I r

The Study gro6p recommends that, to the extent possible, certification
requirements be standardized.

Rationale

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 meeting a
common set of requirements Such action would further ensure that all
institutions, regardless of th overnance structure or ,type of academic
program, would be treated uniformly.

I-8-6 Formal Recognition and Approval of State Accrediting, Licensing
_- and Charter Agencies

Recommendation

The Study Group recommends that State accrediting, licensing -and
charter agencies be recognized and utilized by the Commiiiioner 'of
Education as supportive resources in the same manner as private
accrediting agencies. Identification of these State accrediting, licensing
and charter agencies should be published and distributed nationally to all
Concerned.

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 linkage be established and
maintained. An approved list of State agencies could serve as a
foundation for such a communication network.

I-13-7 Strengthening St te Participation

Recommendation

The Study Group recommends that the lice of Education strengthen
the roles of the State accrediting, licen %%land charter agenciesin the

iprocess of granting basic eligibility wh re reliance on their approval is
the basis for granting basic el' ibility.
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Rationale"'
*

In generiab the State role in accreditation and liCensure is limited to
those area's where yoluntary, - accrediting agencies are not available..

.. However, it also enhances or acts in areas supprotive to the other partied
in the process. Each partner in.this process should play a defined role
which is not duplicativtrof anotker. .

, .,1,
- It is to the benefit of all the partners -= Federal, State, and private -- to
,work together in a non-duplicative manner to serve the goal of providing

..- 0 quality poststpridary education. The Federal Government can assist in
reaching this goat by recognizing and strengthening the State role where
necessary.

.4S
ti

I-B-8 Information Networ* Exchange -- Bask. Eligibility

4 Retr'nmendation
)

. ,

fr The Study Group recommends the establishment of a fprmal national
information exchange network relating to basic eligibility issues which

. would be coordinated by the Di;iSion of Eligibility and Agency
Evaluation: This network would include national accrediting associations..
which meet minimum standards established by DEAE for 'such
assQciationsi State accrediting, licensing, and. charter agencies; the
Federal tradt- Commission; the Veterans. Administration and State
Veterans Administration giTproving Agencies; and similar organizations.

Rationale .
Clear lines of communication are essential In coordinating systems
operations. The Division of Eligibility anti. Agency Evaluation should
continue to rely heavily upon external sources for information 'regarding
Vie quality, of educational offerings at specific institutions. Accreiii
agencies could perform the evaluation furtion. State licens
accrediting and charter agencies, the Federal Trade Commission, ,the
Veterans Administration and -State Veterans Administr tion Approving
Agencies, and similar organizations could be solicit for available
information regarding applicant institutions. Decisions rel mg basic
eligibility then could be made from a aimpilation of,;.inIdit e ion made
available to DEAE from all of these sources.

At
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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 thee 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 frkud and abitse.

I-B-9 Contracting Between Eligible .and Non-Eligible Institutions

Recommendation

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

Rationale

It is come to the Study Group's attention, that, as a result of contractual
arrangements 'between ineligible institutions and institutiotts with Basic
Eligibility, some students are receiving Federal linincial assistance to

- meet the costs of attending an ineligible institution. The Study GrOup
believes that such arrangements are not :in keeping wittithe intent of
Congkss and urges the Office of Education to 'take immEdiate steps to
correct this dangerous loophole in its basic eligibilitylftrocedures.
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C. Student Eligibility

BACKGROUND AND ISSUES

The determinationor! the -eligibility of institutions to partiripate_in_
federal, student- financial assistance (SFA) programs- is- -only an inter-
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
student citizenship, need, good standing, and enrollment. To
be eligible for assistance, a student must- b; a national of the United
States or be in the United States for other than temporary purposes and
be planning to become a citizen. The student must need the amount of
the aidthe or she receives. The student must be considered to be

mainle

good academid standing must be enrolled at least half-
tim Ithougb. the wording of e criteria varies slightly fromsOne
prbgtam to another, most of the concerns of student eligibility cluster
under- these categories. Even though these criteria appear
straightforward, the Study Croup has found that there are some signifi-
cant problems in their practical application hecause.of a lack of ciarity
in and a lac of consistency-arddng the defintitions used by programs, and
because of mbiguities in the use of key concepts.

The citize ship requirement presents fewer4ssues than the other three
criteria. deterrriination of citizenship is easily made for natural-born
or natur ized citizens. However, when students who are not 'United
Stites itizens apply, there are some inconsistencies regarding the
treat ent of the various tomes of visas issued/ by the immigration and
Naturalization Service.

Tie criteria of,,student need presents several major concerns regarding ,*
both educationaL costs, epd student resources. Thl- difference between-
the Student expense budget and expected individual or family contri-
bution determines the extent of the student's financial need. It is this
need which must be met by grants_or loans under institutional, State, or
Federal aid programs.

TherribiS no single accepted methcrd for institutions to determine student
expense budget. While-there is a' reasonable consensus among 'student
financial aid administrators-as to the basic components of educational
cost, there is a lack of agreement as to how to treat all of the variables
which enter into each corhponent. Some budget components allowed for
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by one program may not be allowed for by others. There maybe
differences betwee an institution's budgets used for, State prograinsand
those used tor BE . It is for institutions to manipulate student
expense budgets nd award financial aid in order to recruit, or retain ,
particular students.'

/ There are even more controversial issues regarding the determination of
( the expected financial contribution of the student anpl/or his or her

parents. There are nine approved analysis systems 6r variationt of
systems whichmay be used in determining student financial need. Some

It of these systems produce markedly different results, situation which is
an obvious source of confusion for students and their fa 'lies.

One particularly 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 %.%)hcc

1. 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 calendar year prior to the
academic year for which'aid is requested;

2. Has not received and will not receive financial assistance of more
than $600 from his or -hex parent(s) in the calendar year(s) in which'
aid is received and the calendar year prior to the academic year for
which aid is requested; and.

3. Has not lived or will not live for more than two consecutive weeks in
the home of a parenfdyring the calendar year in which aid is received
and the calendar year prior to the academic year for Which aid is
requested.

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. However a large and
growing percentage of postsecondary students is independent of parental
support. The proportion of students receiving benefits under Federal
student financla.1 assistance programs who are independent of parental -
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. mon age of postsecondary students has
significantly increased as more students defer entry into postsecondary
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education or choose to reenter education later in life. As the eligibility
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 beep a
general =trend in American society for individuals to assert their

----independenee--at-earcter ages. The-voling-age-has--beenced
many States'have 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 anvindependent student may be entitled,
based only on his or her limited income and assets, is-usually far greater
than that of a dependent. It is difficult or possible for the Federal
Government to verify the accuracy of inforrntion 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
independent status will almost certainly have financial need and will be
in competition with students from poor families for limited student
financial aid funds. It seems clear that the concept of the independent
student needs to be reexamined.

sic

Another area -of emerging problemS concerns the treatment of part -time
still:lents., 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 ilia those for full-time
students. The present laws and regulations atte75t to deal with the
situation of the part-time student, but fart slibikt of clearly defining and
addressing the special problems and needs of part-time students.

Another group of issues concerns the definition of, good standing. The
Congressional intent is that student financial assistance funds be used to
assist the student's ongoing costs of education. This intent is violated
when students enrolled in postsecondary institutions receive their grant-
or the proceeds of a loan, and then drop out and use the funds for other
purposes. There hate 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 tlien reduce the academic load to a part-time
leyel without reporting the rhange.

0
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,Congress, concerned about these ..problems, included in liw a provision
re4uir.ng that students receiving aid under programs of Title IV of the
Highe Education Act maintain satisfactory progress in the course of
study ursued in keeping with the .individual institution's standards.
Institutions,not having standards of satisfactory progress will be required

--to-develop ancl--aciopt 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.

Another set of Issues is related to determining and verifying enrollment
status. This may appear to be a simple procedur a student is either
enrolled or not enrolled. It is not so simple, however, when one con-
siders such increasingly common sivfations as the work-stUdy 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 crass
attendance, a procedure many educational institutions fail to take.

Finally, the Study Group addressed the issues related to the way in which
student`linancial assistarke 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 package which takes into
Consideration' the stiidentls'rcital need.' This problem is often complicated
by a lack of coordination arming the funding schedules for Federal
programs, but institutions also bear a responsibility to develop and
implement a clear policy and process for --packagingstudent financial
assistance from all sources..

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 whdther 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 are unclear or ambiguous, here is a potsibility for intentional
or unitentional manipulation in their interpretation.

f
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RECOMMENDATIONS

Student Eligibility
, 4

I C-i -C-emmon-Defintion
i

nI-C-2 Clarification of Terms

,

I-C-3 Student Expense Budgets

)
.

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

I-C-5 Use.of Need Analysis Systems for Independent Students A

I-C-6 Equitable Packaging Procedures

I-C-7 Progress Requirement

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

J-
'1-C-9 Part-Tithe-Students

1-C-I0 Correspondence-Shool Students

I-C-I 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.

40

Rationale
.

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-eligible.

1,...---'
It is the Congressional intent that student financial assistance programs
b; compatible and complimentary. For, this reason, eligibitty criteria'
must not be contradictory. 4

1
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I-C-2 Clarification oar Terms

Recommendation

The Study Group recommends that statements-such as "very needy", and
-"greatest need"-iiitiCh -are current- foOnd in tiottific -program -legislation -;
be eliminated dnd replaced with a single term "needy: " If however,
specific d,egrees of need are intended by Congress, these differences
should be more' precisely defined.

Rationale

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 Expense Budgets

Recommendation

1. The Study Group recommends thapt 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-
tion include inf8rTnatiOn4nd standards on:

a. Allowable budget components and a definition of each component;

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

c. A detailed description of allowable budgets for various types of
students (i.e., graduate, part-time, career, disadvantaged, etc.);

d.

e.

A recognition:of differences in-budgets caused by geOgraphic
variances in the cost of living;

Agreement on common methodology for budget construction;
and

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 av1ards which
are consistent with those published in the institutional literature.
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Rationale

It is difficult to address the eligibility iteria 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 fnade 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 Id the development
of standardized student Zxpense budgets.

To permit budgets that are too high, is to permit many dollars in over%.,
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 Midwest Association of Student
Financial Aid Administrators and the National Association of Student
Financial Aid Administrators. Broad issues discussed at these meetings

.1. The parties who shoold-eleteminebudgets - the donor, the institution,
the State or the Federal Government, etc.;

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

3. Acceptable metlftbds of budget construction; and

4. Essential budget components.

A work plan for the c erences designated six different types of stu-
dents: undergraduate, graduate and professional, non-traditional, dis-
advantaged, career, and part-time. For each type, the conferees
attempted to describe the student, determine how each student charac-
teristics impacts on each budget component,' describe the allowances
which should be made for unique c' cumstances, and attadh a dollar -cost-
figure, or average or range of f gures, 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 aid dollars, and economic standards of
budgeting.
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The Study Group believes that the results a these discussions may pro-
vide a base for agreement between OE and the filtancial aid commuhiti.

f-C-4 Defining the Independent (Self - Supporting) Student

Recommendation

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 review of the problems represented by this
student category and immediate'steps to resolve them.

Rationale

The Study Group is greatly concernedover,Ze dissolution of parental
contribution to student support a d the growing .numbers (now 30 per-
cent in BEOG) of indepehdent (self upporting) students. The problem of
tightening the definition through a ore stringent rule of age, martial
status, etc., has been considered. (61 other active and persistent
efforts are being made to define the. category of independent students,
the Study Grdup has agreed to indicate its support of thostigtfortssather'
than to attempt to develop another solution.

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

Recommendation

Regulationkshould be promulgated to prohibit the practice of including a
living allowance kri the budgets for independent students, when the need
analysis system has p?ovided- for such an allowance before determining
student's contribution. When using this type of need analysis, only dizt
educational expenses should be permitted as budget cost items.

Rationale

Currently approved need analysis systems for (self-Supporting) students
calculate a contribution for direct educational costs only. A portion of
the student's income and assets Ras 'been protected in such systems to
provide for other expenses including those for his or ,.hr dependents.
Therefore, inclusion of additional maintenance costs stn the student's
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budget, also based upon family size is duplicative and, when used, results
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 is not taken, the less sophisticated
financial aid administrator mar be in serious-violation of the spirit of the

__law_arid_still be withiti_his_or_ her understanding_of _the law's literal in

I-C-6 Equitable Packaging Procedures

Recominendation

The Study Group recommends that institutions be required to define and
publish financial aid packaging procedures in ,their administrative
policies. The establishment of fair and equitable aid packages by insti-
tutions, taking into consiOsration all available fund(s) sources, should be
encouraged by OE.

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-differences
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
fi

Recommendation

The Study Group r commends the establishment of a requirement that a
student must succ ssfully complete a minimum number of credits or the
institutional equiv lent in an academic year in order to be considered
eligible for finantia aid in the subsequent ylar.
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Rationale

There is undue ambiguity in the delfeation of conditions that will result
in continued student eligibility for financial aid in 'a subsequent academic
year. There sis a need -for tighter regulatory g_uidelines pertaining
satisfactory progress for the receipt of Federal student aid funds.

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
Program

Recorniffendation

The Study Group recommends that legisIdtion define distinct periods
and/lIr monetary limitations during basic and advanced periods of study.
Basic and advanced study correspond with undergraduate and graduate
course work or initial and advanced certification, respectively.

Rationale

Clearly established student funding limits are essential components for
the allocatidn of funds. Such limitations, both on length of eligibility and
the dollar amount' f eligibility are required I) in order to ,elim to
potential abuse, a 2) to ensure elwitable treatment of full-time\ and
half-time students.

I-C-9 Part-Time Students

Recommendation

The Study Group recommends that OE initiate research effcTts related to
financial aid to part -time. students. Such research should attempt to
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 oppoftunities available to this group of students.
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Rationale

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 bee applied to
assist in defraying such costs remains ambiguous and requires resolution.

The broadening pool of persons eligible to receive Federal studerrt aid
through extending' eligibility to part-time students may have serious
impact on ,the availability of funds for thf 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, when 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 theinstitution?

Although much has been written about the need to support the art-time
student, sufficient data is lacking to judge whet part-time students
need more assistance and whether they are ing adeqliately served.:
Data should be gathered and analyzed in the fol wing areas: ,

1. the purpose of the part-tine student's \ethicational 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;

4. The length of educational experience;

5. The course work pursued;

6. The meeting of educational objectives by part-time' students;

7. The circumstances, relating to a part-time student becoming
time; ansi

8. -Alternativeofethods of determining financial need.
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CoriNpkndence School Students

Re,csimmendation
a

The Study Group recommends that the Office of Education should
. reassess programs of student financial aid to correspondence school

students since applicattpn of existing regulations n9t.apprOpriate to
them., The Study GrOup believes that in no event should correspondence
school `stud4nts receive Federal student financial aid funds for expenses
beyond the direct costsofveducation.

Rationale -
Students enrolled in correspondence schools are eligible for GSLP*4 BEOG....,

4 and campus-bgsed programs. However, many definitions and prcedures.
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 cpristitutes half-
time. Before the cost of education can be determined, 4tiere must be
agreemeint on Ake ,allowable items of cost. Questions -regarding what
constitutes enrollInent, whit-constitutes good standing, what resources
should be available to the home study student for his or 'her education
all complicate OE's ability to judge between proper use or .misuse of
funds.
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Lender' Eligibility

BACKGROUND AND ISSUES
.

Two of the six programs, GSL and NDSL, involve anOther type of parti
cipants, a lender. In the case of GSL, the lender may be either a fin-
ancial , institution, regulated by Stare and/or Federal authorities, or a

._non-regulated instituticNikea college, or an insurance firs Loans are
niade from the lender's own capital, and are guaranteed by the Federal
G'overnrhent or State or private non- profit uarantee agency. In the casevof NDSL, a school -lends directly to its students from a fund which it
administers but 90 percent of Avhi h has been1provided by the Federal
Government.

. Although the Source of 5e loan p opal and thatype of organization
- serving as lender may differ, many f the same considerations apply ti

lenders under b programs. Lpde s must manage and be accountable
for Federal in accordant& with the changing requirements of
Federal law a egulations. They must determine borrower eligibility,
manage port lios of student loan paper which may remain outstanding
for up to 15years, and take steps to secure timely repaynient of loans
and minimize loan defaults. These are major responsibilities which differ

. significantly from the responsibilities involved in administering grant
programs or work proims. The suC ess of theseWederal Student loan
programs depends on well the responsibilities are exercised by the
thousands of lenders involved. .

*-
The issues involved in lender eligibility can belgroupedi several broad
areas. First, there is a group of issues relating to who should be
permitted to participate as a lender in Federal loan programs. Lending
ha's historically been a function of regulated financial- institutions and,
initially, only these institutions Could at as lenders i e GSL program.
However, later changessfn;the program 'permitte the participation of
both- regutated---and-rhoregtriatedteriders; leaders include
banks, savings and loan associations and credit unions -- businesses whose
primary purpose is to fulfill a lending and money-management function in
acc ance with State and Federal banking.ladfs. Non-regulated leaders_
include educational institutions, life insurance companies; pension funds,
etc. Educational institutions compromise the majority of nen-regulated
lenders in the Guaranteed Student Loan Program and loan the vast
majority of funds dommitte.1 by non-regulated lenders. Educational
institutions are, of course, the only lenders in thaleDSL program. Even,
though the same itstitution may serve as a r both in the GSL
program and NDSL program, it Must meet distinct criteria to participate
in each program;

de
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- Different processes are followed fpr approval of regulated and non-
regulated organizations to serve as £SL lenders and for monitoring their
performance as lenders.

Historically, apprOval of an application Worn a regulated lender was ro
forma. Under the Federal Insured -Student Loan .(FISL) Program
cot portent of the GSL, the financial' institution completed Of. Form 1156
(Lender's Application for Contract of Federal Loan Insurance) and -

'forwarded it, together with a current statement of financial condition, to
the Division of Insured Loans (now the Office of Guaranteed Student
Loans) in the Office of Education headquarters. Tne Contrat of
Insurance (OE Form 1182) and a six-digit lender identification number
were forwards) to the applicant, and financial institution became 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 Pifices.
However, the 4Lithority to issue Federal Contracts of Insurance to fin-
ancialNiastitutlbns operating, in guarantee agency States was retained in
the Central Office. .

The activities of regulated GSL lenders are monitored by the
Performance Council, (within the Central Office of the Cs tiaranteed
Student Loan prograM) which annually reviews a Call Report which
regulated t ndeos are required to submit and which reflects the condition
of their student loan portfolios. Particulai attention is paid to the
lender's delinquency and default rates. If it is determined that a lender
is experiencing difficulik the PerformanCe Cotincil. may call these
concerns to the lender's attention jand attempt to remedy the situation.
When warranted,. lines of credit arTestablished. - .

t
.

In the case' of the State guarantee program option under GSL, each
oarantee ,agency must becomeeligible under broad Federal guidelines.

, .

he State guarante agency then receives approves applications from\regulated institutio in the same 'Wanner as does the Federal

Government_ in nora-g rantee agency States. The State guarantee
agencies are responsib for monitoring the performaKe of their

; participkting lenders.

)Educational institutions and other non-regularted organizations seeking
approval as GSL, lenders follw a different process. Initially, no author-

. I/ ity existed to allow for a review of any lender's application. _Schools.

requesting lender authority were simply issued a Contract of Insurance
without. any review of their financial or administrative capability.
However, in response to.mciunting problems withAabl fenders, new GSL
regulations were published on October 31, 1970, establishing a process

, .
_ , ...Q. .
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for thevaluati& a?plic ations for schools as lenders. The applicant
organization was1 requireillb-dernonstrate that its procedures were in..
accordance with generallrift cepted commercial lending practices. The
non-regulated organization was 'expected to provide information such as,
a certified financial statement; a destription of its 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.

Evaluatibn Committee was appointed inthe Central Office of GSL
July 1, 1970, with two functions: (1) to re,view and analyze aPplicatioris

11 from "non-regultted" applicants, arid (2) to continue to review these
lende ce they began to function under the prOgram. In addition to
the iSnmaticrn provided by the applicant, the Evalikation Committee
could draw upon information that might be available from. other sources
such ,as the USOE Regional Office, a State guarantee agency, as State

authority, accrediting bodies, Dun And Bradstreet reports,
complainIdifiies, and NDSL experience, if applicable. The Evaluation
Committffe could accept, reject, limit, or table the application.

The Evaluation Conirniftee annually -reviews. a certified financial state-.
ment and a projection of their loan requirement's for the next year which
all non-regulated lenders are 6equired to. submit. Based on an analysis of
the overall financial condition of the institution and a review of its past
performance in the program, with particular emphasis oniits delinqviency
and default rates, aline 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 unacceptable. Commitments are mon,itohd

!'tom ensure that theline of credit is not exceeded:

---- The prodess of = becoming eligible as a GSL Ititder .is fairly well,
standardized for both regulated and non- regulated institutions:

There is no comparably comprehensive process for. teonining the
eligibility of educational institutions to act as len& s in the NDSL
program. Any accredited iftstitution, may apply for NDSLcapital funds .

+3, on the Tripart application. The amount of funds frilich may be granted to
the institution is determined on the basis of-the regional panel review 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.

7.
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The process of monitoring the operation Of eligsle lenders and the
standards and procedures for the termination of eligibility are not well
defined for either GSL or NDS1t.- The system of credit limits for non
regulated--G-SL lenders prcwides one control, and the Office of Education
received formal L, S, and T (limitation, suspension, and termination)
authority for GSL lenders, in SEction 438(a) 13) of the Education
Amendments of 1972 as a means to deal with problem-situations. An L,
S, and T authority similar to that already existing for GSL was extended
to all Title IV aid programs, including, NDSL, by the Education
Amendments of 1976. , Regulations for the new, comprehensive L, S, and
T authority are, as bf 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 institutions in fulfilling the
responsibilities of a lender. While there are obvious exceptions, the
default and delinquency rates experienced by non-regulated lenders
(largely educational institutions) in the GSL program are, on the averagef
five to six times as hie as the rates for regulated lenders. Delinquency
and default rates for the NDSL program are calculated on a different
basis from the rates for GSL, so direct 'compariSois between the two are
not appropriate. However, default and delinquericy rates in the NDSL
prograpi are also disturbingly high. The number of institutions whoie
NDSL delinquency rates are high eno gh to cause concern his been rising
PS pi dly in recent years, particularly i the public community college and

siAw
prqprietary school-sectors.

There are. several factors which appear to contribute to the difference
between thelkrformance of regulated and non - regulated institutions as
lenders.

The first factor relates to the question of lending expertise.t 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 educational lender.'
There have been serious, well-publicized problems with Education
Amendments.. of 1976 eliminated home study schools as lenders and
provided for additional regulatifsn of educational institution lenders with.
poor performance records as GSL lenders.

o -
It may .be argued that the -role of lender is not an- appropriate one for
postsecondary educational institutions In general as lending functions are
inconsistent with their overall purpose and function:
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The lad< of training programs' for schools lending officers, the frequent
shortage of resources'and staff, inadequate recordkeeping facilities and
systems, and the rapid turnover of financial aid personnel contribute to
seriou roblems with the average educational institution's ability to act
'as----L_c,4 petent, responsible lender. The management of a'loan progearn
is a spscialized financial activity, and the necessary expertise probably
will hot be acquired by persons for whom it is only one part of a job. It is
not only unscrupulous proprietary institutions, but otherwise respectable
educatiOnal institutions as well, which may misadminister loan programs
and intentionally or unintentionally abuse student borrowers.

The educational institution which also acts as lender may find itself in a
conflict 9f interest situation. A school whose survival depends on
recruiting students in a competitive 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 serve the needs of students, could
become, subverted to serve the needs of institutions. Furthermore, one
possible, safeguard usually does not exist in educational institutions: the
sales (student recruitment) function is not separated. from the credit
(student loan) function as it would be in a business organization.

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
and thus may be more inclined to exercise proper care at the, point of
loan origination. When any lender fails to exercise due diligence, the
cost of that failure ultimately falls upon the Office of Education and the
taxpayer.

The .benefits to a commercial lender from participating in the GSL
,-progrm_ are marginal at best. Some people have suggested that, should
'more Vnd more eucational institutions beccime 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 xample,,they might make loans only to Members of the
families of their regular' customers, only to students at elite institutions,
only to students with outstanding academic records, Only to students in
certain career fields, or only'to students beyond the freshman level.

61
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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.

it second set of issues lies in the area of the skills, information, and
administrative safeguards needed by lenders in the GSL and NDSL
programs, and- how the Office of _Education can ensure that they are
present.

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 1 (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 individdal student borroWers each year. The task
of-communicating necessary informati6n to all of these individuals on a
timely basis is vast and unending. Conditions, personnel, policies and
procedures change within an organization over time; the performance of
a lender which once may have operated well may have deteriorated.
Without adequate technical assistance and monitoring by Federal or
State staff, poor -practices may become established. Without adequate
and timely in pendent auditing, the misuse of Federal funds may go
undetected f long periods. By analogy, the administration-of a pro-
gram like .L through private leriders is like a-national organization Alit
thousan of local branches with the critical difference that fh
Offic of Educon dOes 'not have significant -authority Over the
"branches" which operate as independent-organizations.

.

It Was believed that banks and other financial' institutions
regulated under State and Federal laws could operate a student loan
program wifh, little or no supervision, assistance or training. Actual
expetience .0tnonstrated 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 purposeful abuse,
While their regulated status provides a safegbard as to general probity
and can help to detect moss ikiiegularities, it does not ensure in itself
their competence and satisfactory performance in Federal administeringt
programs the GSLP.

1Approximiately 19,000 1-egulated and non-regulated institutions
have received vendor numbers for participation as GSL lenders.
However, this total includes separate vendor number? assigned to
branches of commercial banks.
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Thi management. of the GSL program in a lending institution has some
marked differences from the management of other commercial loan
activities. .1t requires the mastery of a complex body of constantly -
changing Federal. law and regulations. It requires adherence to in,

legislative prupose which:maY be at odds with the institution's own'
lending policies. It requires making loans-with no collateral to borrowers
on .the strength of their anticipated future capacity to repay and who are
likely to relocate before beginning repayment.

Another important aspedt of these issues surrounding the question of
lender eligibility concerns the delineation of the differences between
eligibility determination and the monitoring of lender performance, and
the appropriate placement of these responsibilities within the Office of
Education organiiation. The determination of the 'basic eligibility of
educational institutions for (Vice of Edugation prograins is presently
handled in the Division of Eligibility and Agency Evaluation (DEAE). The
GSL program carries out a separate process to certify lenders for
program participation. Lender performance is monitored by the
appropriate Regional Office and Central Office staffs. The focus of
responsibility and internal procedures for the L, S, and T authority have
not been finally determined. However, initial steps have been taken to
place that authOrity within DEAE.

A third area of issues in lender eligibility relates to student access to
loans. From the standpoint of the prospective _student and the insti-
tution he or, she wishes to attend, the NDSL program offer's one very
important advantage: certainty. The amount of NDSL loan funds4ail-
ab_le to the institution is known and reasonably predictable into the neat
future. The institution, acting as lender, can-offer an NDSL loan to an

.Feligible student witb,,a-ki0 probability that it will be available.- The loan
`decision is immediate, and- the loan can be planned -as part of the
student's total aid package. The GSL program, on the other hand,
depends .on the voluntary participation of private lenders. 4y- may
reduce their participation in times of "tight money," when the yield on
GSL loans, becomes particularly unattractive.. They may adopt leilding
policies which are more restrictive than Federal law. They may decline
to participate at all, making Gtrar teed Student loans unayailable to
students from certain, areas or att ding certain schools.

The availabilitr..of private pital for loant to postsecondary students is
a critical component'of 'student financial aid. However, there are many
actual or potential disincentives to- lenders in the GSIi program.- The
complex administrative processes may be a deterrent to participation.
Also, the-rate of return may not be very attractive, especially in view of
high servicing costs. The lack of a clear definition of "due diligence"
may be a deterrent, because it presents the real danger that claims will
later be rejected by the State guarantee agency or Federal Government
on the basis of claim that due diligence has not been met. The high
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likelihood of delinquency and default and the effort required to locate
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 mariagement its total loan portfolio. ,

The management of loans under a Federal student 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 continue,
the Federal Government must take care to recognize and answer the
legitimate concerns and needs of lenders.

RECOMMENDATIONS

Lender Eligibility

I-D-1 Nonregulated Lender Requirements

I -D -2 Educational Institutions Lender Certification

I-D73 Annual Agreement or Contract Provisions

I-D-4 Reporting and Control System -4,

I-D-5 HEW Audit Guidelineg

I-0-6 Lender On- Site Compliance Reviews

I-D-7 Improving Communications Between Guarantors and
Participating Lending Institutions

I-D-8 Encouraging Good Lender Portfolio Management
Practices

1-0-9 Training for Lenders.
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I-D-10 Encouraging Increased State P\articipation

I-D-11 Models of Effective State Practices

4.

1-13-12 Development of Regulations Pertaining to the
Guaranteed Student Loan Program

I-D-13 /Reassessment of the Escrow System

---1.4144 Responsibilities of Educational Institutions Which Do Not,
Participate.as Lenders in the Guaranteed Student Loan
Program

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

I-D-16 Certification and L, S, and T Processes -.State Agencies.

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

I-D-1 Nonregulated Lender Requirements

Recommendation

The Study Group recommends that nonregulated GSL lenders be required
to demonstrate an organizational and managerial capability that is equal
to that of regkilated financial institutions (such as banks) in the areas of
program service, integrity, and accountability before they can be
certified for participation as a lender.-__

Rationale--

Educational institutions and other nonregulated lenders currently are
authorized to serve as lenders- in the GSL prOgram. Before nonregulated
lender's 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 commitment-to prggram
qbjeetives and found management practices. There must also
adequate capital resources and a commitment to established Principles ofd
sound fiscal stewardship.
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An examination of nonregulated GSL lenders reveals that the administra-
tive talents of these.- widely dispersed institutions varies feom the
incompetent to the very sophisticated. The, organizational and
managerial capabilities of these lenders have a ditect impact on the
success of loan programs. The specific areas, of weakness are loan
counseling, processing, servicing, and collections.

1-D-2 Educational Institutions Lender Certification

Recommendation

The Study Group' recommends that the Office of Education establish
certification standards and criteria to determine if aa institutional
lender can meet the expected levels of program performante.

This certification process would require ttle signing of a formal agree-
ment as described in 1-D-3.,

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

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

2. A statement of the educational mission including type of edutational
program offered and degrees or certificates granted;-' student.
characteristics, including percentage of lull and part:pfne 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 institutionalstudent financial assistance
program; and placement activities.

3. A report on projected volume in the loan program including docu-
mentation to support-the institution's projections and a statement of
the resources (staff, facilities, administrative budget) the institution
intends to commit to the administration of the program.

4. Policies and procedures must be developed and implemerited, if not
already in plae, to establish safeguards and control on the fiscal
program management of these loan programs. Provision for
separation of duties, along with the appropriate checks and balances
needed between the loan approval and disbursement procedures, will
be require to accomklish adequate program integrity and fiscal
accountability.
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5. If 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 programs and related
audited statements as a part of their application to become a lender
under GSLP.

. Educational institutions which have not applied fCri certification for
participation in a Federal aid program other ththe Guaranteed
Student Loan Program should not be allowed to become a lender
under the Guaranteed Student Loan Program.

7. Educatidnal institutions who are lenders should be required to insure
that an opportunity 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 ade aware of
this eligibility.

8. A propr1etary institution should provide background information on
individuals listed as owners. This could be.aprofessional resume or

4history of business experience.

Where an educational institution has recently submitted the same infor-
mation as ;outlined above to the Division of Certification and Compliance
of the Bureau of Student Financial Assistance, .that information should be

A requested from the Division so as to eliminate unnecessary duplication of
effort,for the institution.

Rationale

e. The institutional lender has a responsibility as a direct and indirect
beneficiary of public funds to demonstrate its capacity to suocessfully
manage this stewardship.

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

I-D-3 Annual Agreement or Contract Provisions

Recommendation

The Study Group recomme nds that the Office of -Edu6tion and/or State
and private non-profit guarantee agencies *sign a-formal agreement or
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contract with lenders which outlines the obligations, limitati ns, and
sanctions on lender activity. These provisions could include but re not
limited to:

.
I. Authorization for the guarantor to set a maximum number and dolla

amount of guarantees per year -- with no authorization-for carryover
of iiipused authorizations. The authorization would be based on
planned loan volume of the lender and any limitations on volume
deemed necessary by the guarantor.

2. Guarantor sanctions or penalties which ill be enforced in of
mismanagement use or fraud.

3. Minimum management and organization requirements based on loan
'volume.

4. Provision for an alnual revitw as required,

Rationale

There has been a lack of clear understanding on the part of all parties
regarding their responsibilities and what sanctions or limitations,will be
enacted. One matter that has been a partf4ular 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 agreement or contract is
signed by the lender and the guarantor in advance, clearly setting forth
both responsibilities and sanctions, it should facilitate operations. It
should also make lenders aware of action that will be taken in cases of
mismanagement and, hopefully, will serve as a ditrrent to those who
would abuse the program. .

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

I-D-4 Reporting and Control System --

- Recommendation

The Studytroup recommends that the Office of Educa ion and/or State
and private non-profit uarantee agencies establish reporting and control
systems after the i tial certification process to measure the
performante of educational and Other non-regulated lenders in meeting
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their defined responsibilities. A direct relationship should be maintained
between reports filed and compliance reviews schieduled and performed.

Rationale

The current Federal reporting system does not provide meaningful and
useful datk for either the fender or the guarantee agency. In some cases,
this has led'to 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
data that are useful as a management tool, aid in decision making, and
indicate problem potential and should be coordinated and compatable
with state and private non-profit guarantee agency information systems.

OE and approved State guarantee agencies should establish a reporting
and control system to measure the performance of- educational insti-
Itetions acting as lenders within the Federal program or the individual
State program. The performance standard should be clearly defined and
enable both the institution and guarantee alency to determine if legal
and administrative responsibilities are fulfilled.

These reporting requirements and performance standards would include t
the lollowing:

1. Submission of independent audits covering bothliscal stewardship and
management of the loan program. ""

2. Lender submission of quarterly reports on prograrh activities that
would serve both the lender and guarantee agency .in managing the
loan program. This quarterly report should include figures for
quarter, 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.
The HEW audit guidelines ( commended in I-D-5) could be used as a
foundation for developing The reporting system.

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

a. Number of loans made,

b. Status of loan portfolio,

c. Funds available for loan committment,

d. Number and percent of ,loans in delinquerfcy and default
-status,
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. e. Action taken on loans in default status,

.

f. Number of claims subm- ted,
ri

g. Number of claims pend g payment and paid, and

h. Policies and procedures that limited full operation of ,the program
(as defined by appropriate Federahor'State' agency).

1-13-5 HEW Audit Guidelines
*

Recommendation

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

Rationale
.

The iofous need of the Office of Education to maintain constant sur-
veilla .e. of student financial aid progran?s has been amply demonstrated
by recent publicity on the 'incidence ti of fraud and abuse at the
institutional level. .

P 46 _
This may best be done by requiring audits of all student, financial aid
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 tufn will result in
information _that can be used to measure the performance of the lender.

f-E:06- Lender On-site Compliance Reviews

Reconimendation .

The Study Group recommends that a system of regular on-site t
compliance -review of lenders ,be established, funded, and maintained by
the Office of Education and guarantee agencies. The first such review
should be made prior to the granting of approval as an eligible lender.
Others should be scheduled in accordance with a work plan to review alllenders. In addition, in problem situations, they would be Rirforined asneeded.
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Rationale ..
, .

Only .recently; have on-si e complian, evlews been
,,

cOnsidered , and
impleented at the Federa level. Additional staff for this purpose was
recently;authorized, and has been added to both the Central. and Regional
Offices of OE,: It is cru ial that this effort be fully 'implTriented.
Prevention AO detection fraud .and abuse must be 'given priority if
loan programs are to contin to be suiported at adequate levels. Lack'
of publicttrust and confide ce in the operation of the program could
result in many deserving stu nts not being served. On -site revIesFis one
of the pr9ncipal methods to' insure program integrit 'the lever of the
eligible lender.

!

`L °

.4
"N

On-siite compliance reviews should emphasize lenders' compliance with
regulations and make, every effort, through appropriate sts 'and
reviews, to -deternline the efficiency and ,integrity of the pTocedures
followed in actual prabtice.

OE- should coordinate with guaranteloagenties to assure that appropriate
.review procedures have been establiThed and implemented by each to
agency. .. .

P..
1-0.-.7 Improving Communication's Between Guarantors and Participating

`1.endin5iInstitutions*t
Ric&rnmendation

The Study Grow recommends thatthe Office: of Education and State and
...privatiiiion-prefit guarantee agencies, where applieable, undertake the
folio activities to improvt communications with lending institutions:

1. Thy Office of Educa'on and State and privatql1On-profit guarantee'
agencies should ov infoirnatiOn, guidance, and training regarding
the manage t and inistration of student loan portfolios.

Ark
e of Education should establish within qpi Regional Office

GS-1-13; and should encourage establishment within each 'State
2. -The Of

.f.af

nd private non- profit 6$1$rantee
lender-inquiries v

cy, a focal point foreceipt

7l
-1* 46
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3. The Office of Education should establish within each Regional Office
of the GSLP- and should encourage the establishment within each
State arid,- private- non:profit 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 disiissing solutions-to" those problems.

Rationale

To date, regulatAd financial institutions participating as lenders iu the
Federal Insured rEu de n t Loan (FISL) program have not been provided with
current arid, consistent standards and guidelines for administering their

.staident Joan portfolios. .1-enders have reported that, their efforts. to
obTaiii answers to questions have been frustrated because they cannot
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 ifitched toprovide needed information.

A consistent method fore evaluating lender performance also elbipds to be
established to encourage continuous or increased participation, 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 .institutions and
representatives of their guarantee agencies, be it a Federal, State or
private non-pkof it agency.

.

A need also exists to provide a consistentvapportunity for representatives
of lending institutions.to advise guarantors of the success or flailure of
their- promulgated .polic effect of policy . or . regulation
implementationr, and wa p. program could& be setreh4thened or
improved. It is important for the, success of the program that an
effective feed-back mechanism be established-, -

9

:I-D-8 Encouraging Good ;Lender. Portfolio Management Practices

Recommendation

The Study Group recommend that t e Office'of Education and State and
private, non-profit guarantee agencies encourage good lender portfolio
management and build irito th am disinc,entives for poor portfolio

I (
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management. As necessary, the guarantor should provide training for
. lender staff, program manuals, collection assistance, and regular 'on -site

compliance reviews to ,encourage proper administration of the GSLP.
Guarantor options to serve as disincentives for poor lender program
,management should include: 4 *.4

1. Limiting lender authority to make loan,

2. Paying default claims on a slidiniscale based
delinquency ratio, and -

3. Limiting lender authority to sell student loan paper.

Ration*

'A great deal of effort- ditionally has been spent on problerris after they
have happened. This has stilted in a crisis management approach to the
student loan program. e _time and effort should be put into
pre'ven-ting problemsiond one to do this is to build in the proper
incentives for good Rd honest perfor ance.

on default or

_ J-D-9 fr4a ining_for_Liclers

Recommendation

The Study. Grdup recommends that the Office of Education and/or State
and private non-profit guarantee agencies spons& programs of training
for the staff of all participating lending institutions (regulated and non-
regulated) who are assigned to administer the GSLP. Progralbs of
training should be designed to insure expertise in the areas of loan
origination, servicing, and' collection.

Rationale

A full statement on training needs for all stu
will; be included in the "Program Manageme
the report.

ent_financial aid prpgrami
d.Integrity" section of

I-D-10 Encouraging Increased State'Participatico

Recommendatio44

,
The Study Group recommends that the Office-of
efforts to encoutee additional States, to parti

)

- -
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Student Loan Program. It fOrtherxecomMends that The Office of Educa-
. lion take the initiative to request the assistance of'the National Council

of Higher Education Loalf"Orograms in this matter. MoreoVer, the Study
Group recommends that the Offite of Education call together the
National Council of 'Higher EJucation Loan Programs, the National
Goveranors Conference, the National Conference. of State Legislators, and
other appropriate . groups orindividuals to review means for fur-

. ther supporting and encouraging States to participate in the Guaranteed
Student Loan Progr.

gationale
4

It is the clear intent of Congresg-to encourage the establishment of more
'State or private non - profit, guarantee agencies, die the Study Group feels
that the Commissioner has a responsibility tlcio all that he can to
encourage, the development of, and to foster the continued existence of,
State or-nen-profit guarantee agencies.

Furtheernere, even very ,recent experience has demonstrated that where
a strong State gt,lar'aptee agency existed, the loan programs operate with
much greater success. Present information is that in such States- lender
participation is greater, the defaukt rates are loweG students are bettei
servend the Federal interest'is better protected.

This type of effort is supportive of the Federal thrust to ,place greater
athority and responsibility at the State level and alto is supportive)! of

. -31he traditional State leadership role in mauters-of educkion.

I-D-11 Models of Effective State Practices

Recommendation

4'

The Study Group' recommends that the Secretary, with the advice and
cooperation' of State and pri4/ate 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 Student Loans
tap follow' where applicable. ,

,Ration e

Evidende and statistics clearly'su rt the fact that ,that State guat;anteer "
ancies have had more favors e experience in loan collections and

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

a1 F ,*

;
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tion and management which if adopted by OGSL as well as new State
agencies bould result in substantially increased efficiency and significant
other savings.

I-D-1; Development of Regulations Pertaining to the Guaranteed
Student Student Loan Program

Re-commendation

The Stu Group recommends that regularly, scheduled joint meetings of
Federal, State and private non-profit agencies administering the Guaran-
teed Student Loan Program be convened to: .

I. Facilitate the development and Cmplementation of new regulations,;

2. Promote common understanding and interpretation of program policy,
law, and regualtions; and

3. Achieve uniform and consistent procedures for program administra-
tion and management to the fullest extent possible.

The Study Group further recommends that the Office of Guaranteed
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. (Seej-0-10 and I-D-11).

Rationale

Throughout the history of the GSLP , the Office of Guaranteed Student
Loan has been remiss in coordinating program informatiori dissemination
to State and private non-profit guarantee agencies or direct lenders on,a
timely and consistent basic: In addition, the Office of .Guaranteed
Student Loans has not provided sufficient and meaningful opportunities
for.GSL administrator/8, lenders, and educational institutions to becomeinvolved from the outset iry, assisting' in the drafting of regulations and
policy.

os,

The establishment of a forum to include, for example, representatives of
t,he National Council of Higher .Education Loan Programs, khed American
Bankers, Association% the National Association of ,Student Financial- idAdtninistrators, and the, ional Association Of College and Univer ty4 .1 NI

,
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Business Officers te encourage increased cornmunicatiortand cooperation
among all factions involved in the Guaranteed Student Loan Program can
only result in improved administration and management.

I-D-13 Reassessfnent of the Escrow System

Recommendation. -1

After reviewing available information about tide 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 recommends. that:

h The escrow system not be implemented until after completion of a
thorough review of-all feasible alternatives,

0- 4 2. If. some sort of escrow system is desirable, the initial lender shoUld be
given the opportunity to make the multiple disbursement and retain
use of the "float,"

3. yis proposal be given a trial before moving to full implementatio of
single escrow agent cNcept now being pilot tested.

Rationale
.4

Much concern has been evidenced in, testimony to the Study,Group on the
subject of the proposed escrow agent. ,hough the Study Group applauds
the Office of Education's de.sire to curb fraud and!abuse in the GSLP, the
Group believes that action i to implement the escrow systeM has been
hasty, and believes that less expensive, more acceptable alternatives to
the escrow system should be explored and tested.

I ,

It is the Study Group's understanding that originating lender4, have -not
been provided with sufficient opportunity to develop glans foi multiple
.151 ch would allow them, as opposed to the escrow agent, tb
utilize and hetnefi float of loan dollars whitsbAave been
provided out of their Own coffers. as the program-depends upon
the continued participation of comer the Study Group
believes these lenders should be given t first opportun serve-as
their own escrow agent.

A
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I-D-14 Responsibilities of Educational Institutions_ which Do ,Not Partici-
pate as Leaders in the Guaranteed Student Loan Program

Recom mendation

The Study Group recommends that tlie Office of Guaranteed,Student
Loans, together with State and private non-profit' guarantee 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 responsibility which require definition incrude
but are hot limited to

1. Student counseling-responsibilities;

2. Disclosure of student borrower inforination to lenders and guarantors;

41!)It Penalties for i roper certification .of student eligibility.;

4. Timel0 notification, of student termination and graduation;/
5. Loan proceeds accounting and refund procedures in cases when

a.-- senders tFatsmit- c-hes Made. payable to the student directly to
the educational institution,

Lenders make checks -sr<payable ..to the student and the
educational institution and transmit a check to either the student
or the educational iiptitution,

c. The loan check :exceeds costs _ payable to the . educational'
. institution and a refund is due the student,

d. A studen4 terminates enrollment during the re pteriod or. .

cancels prior to entry, and is due a full or partial refund of loan
. .,

.v _ proceeds. . ...
. L.

A

These policies should be published by the Office of Education and dis-
tributed to inancia1 aid administrate s and business officers. at ail

-eligible. .edu tonal institutions. An addition, thi 'Study Group
recommends that the Office of. Ed ion and the State and private non-0.
profit guarantee agencies, together ith regi "I or Stati divisicins of
National Association of Student Ili vial Aid dministrators (NASFAA).

and Natiohal Association of Co e 'and Uni ersity Business Officers
(j4ACUJ30), sponsor regular workshops and meetings to discuss and
:present information on the role and responsibilities of eligible
educational institutions. t. *:

a .
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Rationale 4

ti

I V.- ,Educational institIuilons which4do not participate as GSL- lenders, but
whose student's have access to Guaranteed Student Loans from other'
sources, benefit directly and indirectly from the .GSL program. There-
fore, they should be required to play an active role in ensuring proper
program* administration and management. Unfortunately, until the
Education Amendments o 1976 were enacted, the role and responsi-
bilities of eligible e tional 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. , .

, Iii ,

1-13-13 Coordination of Program and Compliance Reviews
4

Recommendation

The Office of Education prograni and Conipliance reviews of educational
institutions should include the Guaranteed Student Loan Program as well
as other student financier aid programs..

Rationale
.

1

uch a change in the operation or..this caripliance activity would
ertainly result in some ,adminiitra,tiVe cost ,savings and would most
ertainly cut down on the number of times the participating tistitution
ould have to be inconvehienced,py a Federa' inspection..

l.ri'cier the new Bureair of Student Financial Assistance comprehensive .
student aid program reviews willsbe_more easily accomplished::

, , ; .

. 11D- 16 tertfIcatioitnd L, It and, T ProceisesStateAgekies
. i - - 1

Recommendation
ti

The authority delegated.b:y the Combis.lioner t
profit guararr a agehcies enabling them to retie
participption,in the GSLP (as opposeeto the
the. limit, suspension, and termirOron of both
reasons of mismanagement,- fra and abust
defined by the Comraissionerz- 'N

!-\

`IL

,State and:private non:
lititifyUnclirs for

P) and play i-a "Ole in
lenders and -- school for
should be more clearly

a
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Rationale .
It has come to the attention of the Study Group that neiVer the law, the
regulations, 'nor published GSL policy -clearly define, Te role and
.authority of "State and private non-profit,guarantee agenciegin certifying
and reviewing lenders and Of in limitingosiApending and terminating

`schrools,and lenders. In iordec to -facilitate the certification of lenders
ant'clarify the role of State and private . non-Orof it agencies,in cases
when: mismanagement or fraUd and abuse - ,threatens its integrity, the
Study Group believe/ the CommissiOner should'rhalce cleAr tie delegation
of-his authority 'to thise agencies to certify lenders fr participation and
t® initiate L, S and T provisions4 the law. t- .:

r

r ,

I-D-17,:-Joint Site 11.4ts by Office of Education andState Agericiei
1

R ctmmendation
'

. t
,t.

. 0: .
The-StuSy Croup recommends that the' Office of Education explore the

'possibility of conducting joint site visits of postsecondary institutions and
fina'ticial institutions for the purposft of reyiewing their administration of°

the Federal Student InSt4reckl-oan Pram.
,,..._. .

Rationale ' -
t

a

The. purpose and t4041$' waf reviewing inaricial and educatiorial
institutions are essentially the same' .whether- conducsted by State
guarantee agency or by a Regional Office of Education. Joint visits:
made by representatives of these agencies would be complementary and
effici4nt and serve to elimillate duplication of effort;

1

P
IA.
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A: CHAPTER H

DELIVERY SYSTEM: FINDINGS AND RECOMMENDATIONS

A. Introduction
- t i -

The second of th hree major areas of study undertaken by the Study Group
concerns the deliv y of Federal studentifinancial assistance . prograrns:
Issues in delivery syste s can be consideredPat three levels. First,- are issues
related to the distriby on of funds to the S ,. s *the alloetion formulas,
the ,distribution, of 'discretionary , funds, .J. a

Iwp the relationship between
allocations to States and to institutions. Se°, 4 are issues which focus on
the institutions -- the. allocatiaikof ,funds ong participating institutions
and thelprocesSes by which iiistitetions apply for funds. Third, there .are
issues which focus on the student and his or her family -- the procedures
under which students apply for fUnds, the availability of information needed
by students and their families to.,rnake viise '-decisjons, and the KOcess- by
which funds. are actually paid to students institutions.

.. t
i, . . 1
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B. Allocationof Funds for Campus-Based.Programs

BACKGROUND AND ISSUES
I

The State Allocation Process v

The three campus-based 'programs (SEGG, CW-S, .and NDSL) use an unusual
process for allocation of funds to States. In the first step of the process,
legislatively s'pecifiedwformufas allocate 90 percent_ethe avaitable2funds in
the NDSli, CW-S1 and SEOG - IY (Initial Year wards) program.', among-

. States. This step in the process'ensures that all tates will recei ?e a'share
of the' funds, for each prograin based upon elected State demographic

.charactecistics. The statute also specifies, that the remaining 10 percent of
the undsin each program must first be used,to bring each State up to its
1972 levelof funding. . -

-The second.steptf the funding process consists of allocating funds both -to
States and within States on the basis of.relative Ineed. Institutional need is
determined by Regional review panels which recommend thernappropriate
level of funding ,based eon. the statement of need in the institutional'
application for campus-based funds (Institutional Application to Participate
in Federal Stu'den't Pinancial Aid Programs).

-Any remaining funds after each .State is astured=of its1972 lever of funding
tare to ite endued among the States according to equitable criteria
, established riy the Commissione4 of Eciucation.The criterion adopted by the
Cdrnmkssioner now in effect(is, to distribute these ',discretionary" funds to
those. States whole statutory allocation of funds constitutes the lowest s

percentages of their panel-recommended funding to bring these States up to
a .uniform minimum percentage. Thus, the differingt State needs, as

,. r
O llr- -! The CW-S program provides for up too` percent set aside for Guam,

, Puerto Rico, and the "Virgin" itlands, Amerieran Samoa, and the Trust
/ Territories'of the.-Paeific Islands and f3 students who 1i -iein the latter two

. ==. jurisdictions but attend eligible instit ions outside those jurisdictions.
., Ninety percent of the remaining funds are allocated by statutory forms.

. . =

t
)

i

-2'
, = - The- COVnmissioner -of Education has statutory 'authority to allocate

i t'

f

\° lachlieve the purpose of the program. The procedure established in regulation4

-.

SEOG -CY (COntjnliing Year awards) funds in ,a manner' which will best
I

by the Commiisiorter is to divide the total amount available for SEOG"- CY
panel recommendations to determine a uniform , national percentage of
funding for all States. Thus, the method of assigning the, SEOG - CY funds
differs markedly froin the procedures used to allocate the NDSL, CW-S, and
SEOG - IY funds. .

"4-

2'
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reflected in the panel-recommended levels of funding, enter the process ;or.
the first time with the assignment of the discretionary ten percent funds.

Once the final level of State funding 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 fhe distribution of funds to students' based
upon financial need. .,
It can be seen that theamount of assistance actually received by a student

4) from de campus-based programs under this process does not depend solely
upon his or her financial need. In addition to need, the funds available f6r a

,student's award also depend on the tate in which he or she attends an
institution of postsecondary educatio and upon the amount of the individual
institution's total demonstrated need n relation to other institutions within
the State.

As a prelude to criscusSion in the following sections, the processes' for
institutional applications and the allocation of funqs in the three programs -

are portrayed in Figure 1. (See page 83)

Selected Concerns

',The first major area of concern,elates to the widely differing outcomes of
the funding process in the SEOG, NDSL, and CW-S programs. For example,
the NDSL awards to itiStitutions 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 recomrriendations' in 6 States. These wide
disparities, which occur in each year's funding cycle, have been a source of
concern for many years and have been at leait partially responsible fo'r the
charge that the funding process is inequitable..

3 Funds sometimes become ava able for reallotment among States. This
, can occur, for example, when the f ds originally allocated by the statutory
criteria (i.e., formulae and "hold harmless" provisions) exceed the level of -

panel recommendations for the 'Stare. Currently program 'regulations
specify that any SEOG - IY or CW-S funds available for reallotment will be
assigned in the same manner as the'discretionaiy funds. In other words;

eallotments are, V be carried out so as to raise the unifor,m. minimum
pelicentage level of.funding to a higher. level. The reallotmeOt NDSL
fund is covered by statute. The statute provides that NDSL fiindt available
for reallotment shalt be reallotted among the remainin&-States in such a
manner that each State's proportionate share of the .trallotted funds is equal
to its proportionate share of the total national deficiency between the panel
recommended funding level And the amounts previously allotted.

82
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Figural

HIGHLIGHTS OF,THE APPLIATIbN AND ALLOCATION ,PROCEDURES
FOR FEDERAL CAMPUS-BASED _FINANCIA.L AID FUNDS

Application Process for
the Campus-BUed
Programs ,

Institutions Apply for
Campus-Based Student
Financial Aid Programs

Regional Panel
Review of
Applications

Regional
Appeal
Procedure

-

National Appeal
Procedure

Panel Recommended
Level of Funding

Allocation Process for
Each of the Campus-Based

, Financial Aid ProgrAns

Ninety percent of the funds
allocated to states are baied
on statutory formula

1

The remaining ten percent of the
funos are first used to bring-all
states up to their level of funding
in fiscal year 1974

1.
Any remaining "ten percent"
funds-are used to bring states
funded so far at the lowest
percentage of their panel
recommended -level of funding
up to a common minimum
percentage level of funding

. s+.

.

*ft

In the event that the funding
for any-state exceeds panel
recommended level of nding,
the excess iimds are re. ocated .
to other states

p

(nce
the final level of fun

for each' state. is determined,
each institution's share of th
state's panel recommended le
of funding dIPtermines each
institution's share of the
final state allocation-

1
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second source of concern, related to the first, is that the -institutional
application and state allocation procedures are not complementary. Ninety
percent of the allotment in the SEOG - IY (Initial Year awards), NDSL, and
CW-S programs is allotted each State according to demographic. .

characteristics. These characteristics (such as enrollment) are not directly
related to student financial need: Thus, although the campus-based
programs are aimed toward meeting student need, the existing formulas
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
ditcretionary 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 been increasing
concern that the"current methods, of-assigning the discretionary 10 percent
funds- have further encouraged grantsmanship in the institutional application.
process.

A thirdaInCern is that the statutory elements which determine- the State.
allocation process differ among. 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 facfor (i.e. the
number of families with incomes less than $3,000). The NDSL and CW-S-
formulas' Consider only full-time 'enrollment, but tge SEOG - IY considers
both full-time and full-time equivalent part-time enviliments, in spite ot the
fact that only students-who areLat least half-time are eligible for all' of the
programs.. Furthermoreiolthough only undergraduases are eligible for SEOG
iinds, the SEOG - IY formula considers undergraduate and graduate
students.- .

.

Proposals for Change -

Since the inception Of the NDSL Prograrri Pin 1958, the State allocation
formulas have been a topic for debate and disagreement. The first
appropriation for the NDSL program covered an averageof only 10 percent
of the original institutional requests; but funding percentages varied from
low of 4.1 percent of the amount -requested to a high ,of '35.9 Rercent.'
These disparities in funding percentages led to proposals for either changing
the allocation formulas by adding new variables (e.g. per capita income,

- actual State expenditures for student aid, etc.) or for eliminating the
formulas, altogether. However, the problems were somewhat alleviated by
increlising NDSL appropriations end the addition of 'the CW -S and EOG
programs in .1964 and 1965 respeqtively.

4
U.S. Cor4lress, House, Suncommittees the Committee on,Educatkop

and Labor. Hearings on Several Titles Contained in the Defense Education
Act of 1958. 84ih Cong., rseSess.; 1959p;

.
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The foliowing_years saw a number of attempts to amend the legislation
relating to the State allocation formulas. A bill introduced in 196'8 proposed
the elimination of the formulas Kand 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:

4

The forrhula for determining the'State allocation does not take into
consideration two important ,factors. First,- the number of students
enrolled in high cost institutions, varies radically from one State to-
another ... Second, the forMula-for determining the State allocation
does not tke into consideratTon the distribution of income among

- States.

In spite of widespread_ support for changing the allocation. proldures
1968;no changes were forthcoming.

There were further attempts to either. eliminate, the fcq.rn. ulas or
g 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 theStates. It was argued that
State formula allocations were necessary to motivate panel "menibers-to
judge each other's applications critically in. order to share limited ftinds
equitably. Thus, without individual State allocations, it might promote
undesired movement toward an expanded Federal bureaucracy to allocate
the funds equitably.

The allocation process for the campus-based programs was again the subject
of close Congressional .scrutiny when the programs were re-authorized in
1972. Some Congressional interests wanted to leave the formulas alone,
others wanted to combine the--three formulag, and 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. It determined that 90 percent of appropriated fu,nds would
be allocated among' the States by formUla and the the remaining 10.percent

. would be discretionary for use by 'the Commissioner of Educatioh. There
was a provision, however, that diScretionary funds first be usefi to assure
that each State was brought up to its Fiscal Year 1972 level of funding.

Y

5 Notes an Working Papers Concerning thE.4dMinistration a ProgramS
Authorized rider Student I-inancial Aid Statutes College Entrance
Examination Board, (Washington, D.C., 1968), p. 34.
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Criticism of the alloc-ation process continued after passage of the 1972
Amendments. A 1973 publication of the Brookings InstitErtion noted that
inequities could take place at several stages of the application and
atlocation'process.

A 1974 GAO report concluded that the "present process of alloeating CW-S,
SEOG, and? NDSL funds to educational institutions is apparently not
equitable."

A 1.974 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 impatt on like individuals in different States, a
characteristic hardly in beeping with Federal programs intended to bring
about nationwide equity."

A National Work Conference, convened under the auspicies 'of five
_ edueational associations in 1974,also recommended review and evaluation of
- the State allotment formula -and panel review process ivelation to stated
goals for the campus-based Federal student aid programs.

A second National Work Conference, in 1975, specifically recommended that
the same allotment formula be used for all the campus-based programs and
that the procedure for distributing the Commissioner's 10 percent
discretionary funds be changed over a two -year period so that it would be
distributed on the saine basis as the 90 percent Rinds.- The latter
recommendation was made due to the perceived inequities and the potential
for grantsman*p created by the method of assigning the discretionary 10
percent funds.

6Alice M. Rivilin, et S. Setting National Priorities -- The 1964 Budget
(Washington, D.C.: The Brookings nstitute, 1973), pp. 150;51.

7
United States General 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 Programt, 4 April 1974, p. 33.

8
Larry Gladieux and Lois Rice, Title IV 01 the Higher Education ACt

(Washington, D.C.: College Entrance_Exarnination Board, 1974), p. 15.
9Final

Recomniendatiorii of the National Work Conferences -on,
Institutional -- State--Federal Partnership in Student Assistance, 30
September 1974. (Typewritten), p. 10.

1 0Second Year Institutional-- State, - Federal Partnership
Assistance, Interim Report/Final Report, 2 June 1975, p. 16.'
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f
There is evidence to .support the concern that institutions dd elevate
requeSts so that their States qualify as a "floor State" art`Cl receive additional
funding from the distribution of discretionary funds. For example, 10 States
which received "substantial" amounts of "IQ percent" funds in 1976 shoW a
pattern of dramatically increased requests fiuring the three-year period of
fiscal 1974, through 1976. Large increases have not generally occurred in
States which do not receive "10 perce _funds, but the,median increase in
institutional requests fOr campus-b d program funds over the three-year
period- was over 80 percent in 10 States which received substantial
amounts of "ten percent" funds.in fiscal year 19754276. By comparison, the
median increase in requests ifi/ 33 States receiving-little or "10 percent"
money was under 9 percent over the same three-year period.

The panel recomm ded* funding levels not only form the basis for
distributing funds ithin States, but also determine whether-the State will
receive discretidhary "10 percent': funds or reallocated funds. Therefore,
the- fairness of the present allocation process depends heavily on the extent
to which regional review panels operate uniformly and consistently and are
successful-in detecting inflated institutional requests. Nevertheless, there
have been substantial questions about panel decisions and their uniformity on
a nationwide basis. The.goal of achieving national consistency is severely

4 hampered by vast differences 'in requests from institutions in various States.
For example, the total 1976 requesefor all, campus-based program funds
ranged frdm over $1000 per fulretrn6"- equiitalent student inz-aKe State to
under $200 in another State. Given such a, range or per capita'requests, it is
/Unreasonable to expect panels as presently iystituted to" make consistent -
and equitable decisions on a nationwide basis.

/-

In 1976, after completing a review of the allocation process, OE concluded
that longstanding efforts AO achieve uniformity7 in the panel review pr'ocess
had not been successful, and a new regulation was proposed, providing for
distribution of disCretionary 10 percent funds in accordance with the
statutory formulas 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 States. However, the proposed change was not adopted, and the
procedure under which the 10 percent funds are distributed to "floor States".
remains in effect.

liRobert B. Holmes, An Examination and Analysis.of Selected Aspects
of le Alloc tion Procedures for the Cam -Based Federal Spderat
Financial Aid Programs (DoctoraFdissertation, University of Michigan,
1977), pp. 16 -1625.

12Ibid., p. 173-76.
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Summary

Proponents of the exiting process can argue that the -State allocation
process provides-some advantages. It -helps to'ration Limited funds among
the States, insuring that each will receive.at least minimal funding. It also
has been- contd thai the use of State formulas is an incentive for
institutions to exasi.se restraint in their requests, becatiSe they are applying
for funds available within 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 preset means of allocating
the 10 percent discretionary funds is an acceptatlferLindicator of differing
needs among the States. Nevertheless, the real and potential disadvantages
in the present system far outweigh any purported advantages. It is
inequitable in results, subject to abuse, and ineffilient.4 First, 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 to exacerbate rather than correct these inequities; b)
made the process subject to abuser and c) led to -administrative difficulties
and inefficiencies.

RECOMMENDATIONS

Allocation of Funds for Campus-Based Programs

An Appropriate Conceptual Frarnew6rk for the InstitutioAal Application .

and State Allocation Procedures

II-B-2 Revising the Assignmen,t of Discretionary 10 Percent Fundr

II -B -3 Revising the State Allocation Formulas

;
II-3-1 An Appropriate Conceptual P'ramework for the-Institutional Application

and State Allocation Procedures .

Recommendation.

Since the application and allocation procedures are so ciciSely intertwined, the
Study Grcip recommends that the working committee established in Recom-
mendation'II-C-3 give priority to consideration of the incongrUities between the
procedures utilized to bring funds to States and those used to distribute, funds
within States. This process rrrusrinclude the testing of alternativejfIlocation
models and formulas for distributing pot only to States but within States. This
process also must indude fuilher definition of Congtessional intent regarding
Federal-stUdent assistance programs.
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Rationale
..

At the present time, there is a dual conceptual framework which supports1institutional a-pplicati and State allocation processes. On the one hand,-90
percent of the funds ,e: distributed tarStates 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 discretionary portion of. the 1O
percent funds to States and the reallocation of funds..

The Study Groups has identified inequities in both the institutional
application proces's and the State allocation process. Therefore, the testing
of alternative institutional application and State .allocation models and
formulas should be an essential activity of the working committee.
HoweVer.,, Congressional intent regarding' the overall purposes and..
interrelationships of the Federal financial aid programs is not well defined.
This lack of definition and clear policy statements have hinderedattempts
to develop and analyze alternative institutional application and State
allocation procedures. The Cpllege Entrance Examination Board noted this
problem, infra 1974 study of the Title IV programs:

..

The omission of a clear statement of purpose for the student aid
programs under Title IV may have been intentional, the result of
legis4ative compromise and concessions. Still, a definitive
statement of goals could have added td a better understanding of
the programs, their interrelationships.and target populations.

. The Study Group believes that the working committee should seek further
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 filnding process outlined in recommendations II-C-1 and II-C-2.
These funds should be utilize4- to fund continuing institutions at

roximately their current level and to accommodate the funding of new
inst



-

S

The working 'committee which would be established iri ,accord with
Recommendation IK-3 should be charged with the 'responsibility for
identifying, testing, and recommending alternatives for allocating the 10
percent discretionary flings in the 1978-791iscal year and in futureyears.

Rationale

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 Recommendation II-C-3)
which 'would fund all institutions at a level which bears .a reasonable
relationship (with certain adjustments) to current levels. 'Regardless of the
type of institutional funding proCess used in 1978-79, however, the Study
Group belie1es that the-astsi,gnment of 10ercenz discretionary 'funds should

be
changed so that there will no longer be an incenrtiVe for elevated

-requests.

VI ithout precluding other alternatives, the working committee should assess
the relative 'advantages and disadvantages of alternatives such as the
following:

1. Assignment of the discretionary 10 percent funds on the same basis as
Vie ninety percent statutor9 funds;

2. Assignment of the discretionary_ 10 percent funds for theopurpose of
providing equity at the institutional level rather than the State level;

3. Not changing assignmit of the disr:rdlonary 10 percent funds and
relying upon the development of an institutional application utilizing
verifiable, auditatrle data to reduce the potential for grantsmanship.'

; 11-B"-3 Revising the State Allocation Formulas

Recommendation
.

1The Study Group recommends_ that the variables utilized in the State
allocation formulas be changed to1be consistent-with the eligible populations
being served by theseprogramst The ,working committee established by
Recommendation 1I-C-3, which ill be seeking to darify'the Congressional
intent of the Federal student nan dal aid 'programs, will be in a unique
position to provide leadership in his effort.

Rationale

1 . 'The advent of the BEOG p?ograrn.has brought Massive amounts of-
financial aid funds to students. Yet, the allocation formulas do not
reflect the effects of the BEOG program even though it is the
"foundation" of financial "aid. Decisions are Veded to place the
campus-basedprograms in the proper context of other financial aid

.programs so that the formulas can reflect these relationships.
,
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2. I The variables used in the current allocation formulas ,have remained
essentially unchanged since the inception of the programs (NDSL = 1958,
CWSP - 1964, (S)EOG -. 1965). 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 students from
poverty level families, but one of the variables "used to allocate funds is
an index of relative State poverty.

3-. The current allocation formulas contain some irrelevabt variables.1For
example, the SEOG formula contains the full-time equivalent
enrollrnent of part-time students even though only students who are
enrolled half-time or more are eligible. Although hal,-otime.students
are eligible for both CW-S and NDSC funds, only full-ttrne students are
included in these forn?ulas. In spite of the fact that graduate students
are not eligible for $EOG - IY funds, the allocation forfAula contains
both undergraduate and graduate students. The purriber of high school
graduates is includid iri the CW-S formula. Yet, the interstate
migration patterns oZ high school graduates vary widely, Felting the
usefulness of this variable as an index of the future need for-funds.

p
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C. The Institutional funding Process for Campus Based Programs

BACKGROUND AND ISSUES

Campus-based student 'financial aid funds are assigned to _participating.
institutions in each State by a complex process in which the overall financial
need of istudentsin attendance at one eligible institution is evaluated, and
compared against the need of students attendingother appliant 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.

Aspects of the Application process which lmve been reviewed by the Study.
Group include: The Tripart application, the Tripart,,WOrkshops, the .

regional panel-re-view process, the regional appeal procedure, the National.
appeal panel, the use of the- Commissioner's 10 percent discretionary funds,
the reallocation procedtres' ,,and the State formula-system.

The Forms-

When the%first of the three present programst NDS. (originally the National
Defense Student Loan Program), was enacted in. 1958, the process by which
instNitions 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 amout of funds for which-they wished toe.
apply., In the early years of- the prok,fam, a small national review panel of
college officials was convened in Washington each year to approve funding

forthe:applicant institutions.

Before the Office of Education assumed the administration of the_ CW-IS .-;
program in 1965-1966, the application for hinds in that program involved
submitting a separate application form. With the implementafor of the
EOG (Educatiogal Opportunity Grant) program that same year, the first
Tripart application was introduced.

Colleges were urged at this time to apply for all three programs on one six -
page form. It was also at this time that regional review panels %were first
convened. 'Both the application form and the panel ,size grew from that
year forward. As the process has evolved, there has beep a trend toward
requiring greater degrees of justification of each institution need for funds.

13
. . The-institutional Application to Participate an 'Federal Student

Financial Aid Programs. y
. o
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The concept of institutional need analysis-was introduced into the applica--
ticin process (Long Form) in 1970. The institutionwas required to categorize
its needy students by parental income. By determining' the parental
contribution available to these students and combining that slim with aid
available from Outside sources and then subtracting the total amount from.
the total educational costs of the students', an unmet neeirwas determined.
.An institution was then permitted to request a total amot.int of funds equal
to this need; towever; there was no means 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
revisions, the- same intitutIonal needs-analysis concept is still used, with the
exception that data is longer collecteciy- 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. Hoviever,
-these changes resulted in increased length and complexity of the application
and _validity did not seem to imprdve. For example, ,OE's Region X
conducted a study to verify information submitted on 1976 tafplications by 44
institutions with a history of well received applications. The results of
the study raised serious queS"tions about the accuracy of projed data used
for funding .process. Moreover, even historical .information or the
applications was questionable in many instances.

Even with the check lists and pages of instructions which accompany the
application, some institutions are still unable.to file a usable form. Con-
commitant with the growth and complexity of the application, there has
teen an increase in the number of participating institutions. 'Processing this

/massive amount data has become an increasing burden on OE staff. At the
present time, Regional Office SFA staffs

out
primarily occupied with

oprocessing applications for about five months ut of the year.

Varying Concepts Used to Evaluate Applications

Throughout the history of the institutional application process, varying
concepts have been used to alleviate or cope with the deficiencies and
problems encountered in it./ Early application procedures were simple and
functional, takiog into account such-factors as fund utilization, staffing
,patterbs, 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 not substantiallrexceed a preVjous funding level.

14
Hollis Adams and Duane Richardson, A Study of Alternative Funding .

Mechanisms for Student Financial Aid (Portland: Oregon: Northwest Re-
gional Educational Laboratory, 1976), pp. Al-A6... --.
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In subsequent years, the "institutional need analysis" concept was intro-_
duced. This was an attempt to identify the number iat needy studentl and
the aggregate financial need. Later, the concept was tied to utilizatiogid
normal growth rates, with the various factors gaining more or less emphasis
from one year tb anothei.- Atkition of very needy studePts Yvas, for a time
considered of utmost irnpogan3e, particularly in.the SEOG. program.. The
normal growth concept beam'e predominant in r1974, when colleges were
permitted to file a "short form" as are alternative to the traditional "long
form" application. The initiation of the short form was in response to

)1t criticisms of the long form by both the--OMB and postsecdndary institutions.
If a college vas willing to accept a funding level no greater than_110 perceni_.
of the previous year's panel approval, it had relative assurance of 110 percent:. ,

funding. In_ days_of_ relatively stable enrollment, many colleges (65%
percent in fiscaltyear 1977) used the short form. It should be noted that
introduction of the dual system (short or long forms) put paryels in the
questionable position of ma,king decisions from two different conceptual 4.

points-of view, institutional need or normal growth.
,

L The Panel Process

Regional panels are responsible for reviewing institutional applications for-
campus- (lased funds and comparing the,individual institution's request with
requests.frornsimilar institutions. Among-other factors, panel members are
typically chosen on the basis of 'their fathiliarity with institutions within the
region. As such, the panel has an understanding' of pertinent facts not
contained in the institutional application, including such important factors
as administrative capability and financial stability. Therefore, panel
recommended funding levels result from a consideration of information from
both formal and informal information resources. -.

It is important to point out that funding levels recommended by the panel
are seldom available to the institutions, sinet funds have'not been available
in recent years to fund fully paneLapproved requests. Furthermore, funds

)**. which are available are divided among States by formula _In_such _away that
similar institutions in different States receive different percentages of
'panel recommendations. .(See Appendix F) College A in one State may
receive as much as 95 percent of-its panel recommendatioh, while college
B, a similar institution in a nearby State with equivalent actual needs, may
receive as Jittle as ,32 percent. Since panelists are- aware of. these
phenomena, their objectivity in reviewing institutional requests is affected.
In a recent survey, 68 percent of 98 respondents, who had. participated on
regional prels believed that many- or most institutions inflated their
requests. In order to receive the dollars it actually needs, the applicant

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 inflated application to compensate for reductions
_necessitated by the State allocation frmula. For example, the application
of college B, intended to determine the actual dollars needed by the college,
must somehow -show a need for $312.50 in order to receive an award of
$100.00 (312.50 x 32 percent) after the State formula applies. Tae fact that
colleges have been able to prove'need for $.31.2.50 when only-$100 is needed
points to the weakness of the application; and to the ,dilemma faced by
panelists under the current system.

An additional weakness in the present process is the inability.of panels to.'
propeily 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 '-intween regional
panels.

Pressures to change the institutional application _process have increased m
recent years. Included` have been requests for new .applition, elimi-
nation o/ the panel process, Using only auditable information. implication
of the entire procedures, strengthening the panel process, transferring the
responsibility for institutional allocations f? --tate agencies, and using a
formula distribution of funds to institutions.

In summary, the application and funding process are complex, burdensome,
and time consuming. They, encourage graritmanship and speculation on the
future. An alternative means for distritkuting funds must be found.

R 'CO's.iki,ENDATIONS

Institutional Funding Process for
Campus-Based Programs

11-C-I Requirements of Any Institutional Funding Procedure

Developing a New Institutional Funding ProcedUre

16
L.ritted States, G.A.O., Administration of the Office of Education's

Student Financial Aid Program, p.

. .
17 :-

. Unite-d States, DHEW, Office of EducationTRequirementsStatement
and System Proposal of the Task Force. on Data Manag_ement of the Campus-
Based Student Financial Aid Programs, IT January l', pp. 704g.

I
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1 II-C-3. Establishment of a Working Group

JI-C-4 Reallocation of Funds inNDSL, SEOG, C'W-S

II-C-f Requirements_of Any Institutional Funding Procedure

Recommendation

TheStudy Group recommends that any' prOcesS designed to assign campus
based funds to particiRatinginilitutions must-include the following:

1. General Criteria

A. The funding process should carry out the -program objectives as
established by Congress. Further clarification of. Congressional
intent is necessary.

B. Information'onthe planned method of fund distribution, review and
appeal guidelines, and rules and regulations should be announced to
institutions well in advance of the implementation of the system.

C. The funding process should ibe readily understandable to the in-,
strtution and governmental units administering the programs.

D. The funding process should be as simple and straightforward 'as
possible and should be designed-to reduce administrative efforts in
both institutions and the Office of Education.

E. The funding process must be-sequentially Coordinated in order to
accommodate the varying Calendars,of the institutions, the Office'.
of Education, other aid programsand the appropriatiOns cycle.'

a

F. The standards, techniques, and procedures used in thectunding
process should be uniform and consistently. applie4d:from,instit'Utim
to institution, from State to State, and from region to region.

G!, Any funding process should be subjected to extensive testing before
implementation.

-6

H. The appropriations. process should precede the institutional ap-
plication process so that the fu-nding process can initially ,assign
"actual" dollars ritheF thail "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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2. Data Collection and Use

4. ,.A. "e funding process should utilize only data 'that* can be
verified and audited. Authority to ,require such verifiiations
should-be included in regulations. This implies that, to the extent
pOssible, all data,. represented must be actual, not estimated or'
projected.

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 pitcess.

C. The Office of Education should fuLly_jutilize the advan
automatic data proceisin*in the fUndipg proceis. - .

. , , ; . .

. 3. 'geview and 'Appeal ,

_

The ,funding process should allow for a review and appeal- mtchanisrri.
The mechanism for review and, -appeal should be a peel .panel repre -. *,

sentative of constituent, groups including tile Regional Office of those
institutions. The policies and procedures governing review and appeal
must be clearly defined arld published simultaneously with the document
used by institutions to' request funds. The justification for decisions
mgcle by Ite appealeal panel suld be carefully documented and per-
manently maintained as a.matte of record.

Rationale

The current system has Many disadvantages including the following:

1. The current application is diffictilt and time consuming to someilk
edit, and, evaluate.

current application encourages grantmanship.

3. e application speculates On the future, in that deciisions are 6ased on
pr,lojected figures that are difficult to estimate and impossible to
validate until two years later. .

4.,4444. Institeltions, repott. that they spend an inordinate amount of time
;lath ring and verifying the data.

- A

5.', The application is burdensome to process. The logistics in Re
Pisal Year 1976 are ,cited
application tere received.
copies, resulting in, 52,000
sorted; logged and-checked
'anaount of data is difficult,
Properly.

97

V fqr
as .an example. forty (740),.

Most contaitced 14 pages, each having 5
pieces of paper which must be received,
for 'completeness. Similarly, the immense
if not impossible, for the panels to consider) '
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6. The,unevenoess of the processing workload from one region to another
another ten& to foster inecNity. The average panel review time varies
from under oneithalf hour in one 'region, to almost and hour in several
other r

. f..
Beca y Group believes that ,the strengths of the application
procedur are o far outweighted by ilES weaknesses, it believes that an
alternative means of distributing. funds to institutions must be

Developing, New Institutional Funding Procedure
. -
Recommendation

The Study Group recommends that a new method of fled allocation be
developed"and fully operational for use in 1979-80 (Fall, 1'978). The de-
velopment of changes in the 1978-79 funding process should be "transitional"
in the tense that these changes, should be consistent with the method to be
utilized in 1979-80.

The Study 'Group ethrther recommends that the 1§78-79 funding process
should: .*.

1. Fund all institutions w131-ch have participated in the programs for, two
.years or more at a level which bears'a reasonable.reletionship, to cur-
rent levels.

2. Attempt to .correrct grbgs irieq 'uities in current levels of institutional
.tft7nding.

Be. flexible to accommodates new institutions, as well as relatively new
institutions, .whose dirrent levels of funding may not reflect their
actual need.

Rationale

timeThe Study Group believes that there is insufficient time to design and test
.acItypately an ideal process for fund allotation for 1978-79 (Fall, 1977). It,,
therefore,' re mmends a continuing effort toward achieving that objective.
Such' an of
elaborating
.p.f achievab
Inese goers..

It is expected 'that e -development of a new funding process will be dif-
ficult and time consuming in that it must not jeopardize the educational
plans of individual students -or the fiscal position of participating institu-
tions.

should first establish the gdals it wishes to achieve by
e criteria listed in II -C -1. Having 'established a eframework

goals, it should test various methods of fund allocation against'

.98
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II-C73 Establishment of -A Working Group

Recommendation

The Study Group recommends that the Secretary immediately direct the
Commissioner of Education to establish a working group to assist in the
development of new approaches to the fundirig process.

IN

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:

A

I. The testing of alternate allocation models and formulas (including
allocations Minstitu -tions from funds available to each State, as well as,
State allocations);

2. The review of data needed for a revised funding process;

3. Clarifying the role and function of the Regional Offices;

4. Clarifying and revising the role and function of the review panels if
they are required.

`The Study Group recommend,s that the working group be or6nized immedi-
ately in order to develop a calendar 'for identifying, testing, and imple-
menting changes in the, funding proCess.

-7-The Study Group_also recommends that the working grow& in its develop-
ment of new funding process, should explore .andattemr to resolve the
incongruities inherent in the relationshia,...bet0exen the institutional funding
process- and the State allocation procedures. (Site RecOmmendations II-B-I,
2, dc 3) FOrthermorE, the Study Croup believes that an essential part of thit
process must include the resolutpn of the interrelationships among Federal,
State and institutional financial aid programs, as well as the resolution of
the interrelationships among the_yarious Federal programs.

The working group's role should continue until a new permanent fund alloca-
tion system is in place and operational -by February 28, 1979 for use in the
1979-80 fiscal year.

Rationale

The development of any new process to allocate funds to-institutions will
necessarily impinge upgn many facets of Fectextil, State and institutional
operations. Therefore, to assure the develoOment of a funding process
which is workable and equitable, input frOm a wide variety of sources is
mandatory. Because oit the inherent diversity of State and institutional
programs, the Office of Educations is in a unique position to provide leader-
ship for this'effort.

I -
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II-C-4 Reallocation.of Funds in NDSL, SEOG, And cW -S

Recommendation

1. The Study Group recommends that beginning in the 1977178 school year,
Regipnal Offides be given Iinal authority, for reallocation of regionally
deobligated funds, in the 'SEOG and CW-Sarograms, in order to permit
timely use .of these funds. -

2. Such regional authority should extend .tOthe NDSL Program by making
statuatory-changes,

3. - Such regional authority for reallocation should-be ext ded from one
State to another Within a region if there is no dec ed need for that
funding within the Slate from which it tVasdeobligated.

re.

Rationale

In order to provide maximum flexibility in assisting stu-denis, it is necessary
to change the present procedures for assigning deobligated funds. By
increasing regional authority, the funds- can be delivered to the institutions

. at a firrr Nwhen they can make use of them. Freed from the necessity to
overestimatesfunds within one 'State, verestimates and underestimates 'can be

ameliorated over regional areas, eliminating Significant differences between
bordering States. It has not beeh possible, in the past, to reallocate,badly
needed funds.

'00
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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
for the student and his or her parents. One has only casually to examine the
student finantial 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 studenrmay file separate financial aid applications with each
institution to which admission is sought, as well as for,financial aid with a.
State agency, for a Basic Educational Opportunity Grant (BEOG), and fof a
Guaranteed Student Loan ( GSL).- The student may also complete
applications, for scholarships from .locals union, company, or philanthropic

In addition to the numerous financial Aid applications to,,be completed, the
student -Ts- frequently confronted with the more coMpliCated task of
completing several need-analysis statements. Institutioni may choose among
several ppssibilitres: the College Scholarship Service, the Arneritan College.
Testing Program, or the 'income tax method, or they may adopt the BEOG
andesis. Thus, a student submitting applications,to two or more institutions:
may be requested to sutmit informationto meet"the requirements of two or
more different need anYsis -systems. Some State agencies utilize still
another system. Private sources of financial, ard may request financial
information from the family in yet another _form. It is more than possible,
then, that a student will be required to complete up to seven different
documents, each requiring similar informatiOn, just to apply for financial aid
at just one institution.

The application process for students is further complicated by three key
considerations:

1. The definitions of some of the requested data on the applications are
not alwayksonsistent among the national need analysis Services, States,
the BEOG program, and the GSL program.

i4PiThe «timing of tht distribution and processing of applications differs
arriong private, Sate, and Federal systems and, thus, create. confusion
for students and complicates the instituti6rSal- packaging process.

3. The_varying use among privatel State, and Federal systems of estimated
or actual gamily income /esulfs 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 confusion, lack of
information, and amount of effort involved, some students and parents fail
to apply to receive the benefits of programs intended to assist them. At the
least, students anT their parents spend many unne ssary, hours providing
repetitive information for the many different organiations and agencies in
the aid-awarding process. There is little question at the multiplicity of
farms, uncoordinated' application dates, and inconsistent definitions_ cause
some missed *opportunities and, thus, hinder fattainment of the goals of
access and choice which underliehe Federal studer!firiancial aid programs.

In 1975, the National Task Force on Student Aid Problems called for the
adoption of a common financial aid application, ca racoon 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 by the Coalition for the
Coordination , of Student Financial Aid. The itoalition has provided
substantial leadership for efforts directed towarct siinpliOing 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 families fail to
comprehend the totality of the system. _Major changes are,- therefore,
needed in the current patchwork process in order to prevent the systeni-froin
literally being buried in duplicative paperivark and in order to make the
systdm more easily understandably:

RECOMMENDATIONS

II-D-1

II -D -2
;_

II-0-3 Data Validation

Student Application and Awards Process

Simplication of the Student'Application Process

se Year Family Financial Data

II-D-4 Identification of Common Data Elements and Establishment
of- Common Definitions

BEOG Award as Foundation for Total SFA Award Package

I D-6 The. Basic Educational Opportunity Grant Appropriations
Procedures
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Basic EducationatOpportunity Grant Application Deadline

H-D-8 Validation of Information With Ineme Tax Records

11-D-9 Use of GSL Funds to Substitute for Parental Contribution'

II-D-10 Coordination of SFA and Public' AssistanCe Programs

II-D-1 -Simplication of the Student Application Process

Recommendation

The Study Group recommends- the adoption of -a student application system
whiA would _rnake it possible for a student to supply family financial daft
only once a yea? in order to have family financial strength analyzed.
Under such a system, data elements needed to determine student eligibility
for a PEOG wiAld 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 the need of an additional application.

Rationale

The concept of a corn.mon financial aid data collection (CFADC) system will
reduce the number of applications for financial aid to be completed by astudent and his or her family. It will also facilitate the synchronization of
the delivery of institutional, State, and Federal financial aid and implement
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 chooes, estimate the BEOG Student Eligibility Index,
determine its own expected family contribution, and, where appropriate,
package the various oources.of aid under its control with the probable BEOGaward

18'The 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 m iled to the student'. In addition, the
BEOG processor will handle changes in student data and control for dup117,
cate applications. Furthermore, care will be taken to insure that students
who wish to apply only for a .BEOG, may still continue to do; so with no
change.: - _

II -D -2 Base Year Famy Financial Data

The Study Group recomknends that only verifiable year-end data on the
family financial sixuation be used for the final assignment of Federal funds.

of student applications by the BEOG program,
rrvate need 'analysis-processors should be consistent

ear-end .data. Howevero special efforts on the part of
ish to advise families of the student's probable financial aid

:Recoi-nmendation

Thestribution sched
State a ncies, and
with the
colleges-6
eligibility in connection 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,
ett.).

M

Rationale

A common financial aid data collecti?n (CFADC)systern.requires theuse.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 unfil near the end of each calendar
year. The application -utilized by the CFADC system-should permit a re-
ference, by the family, to information reported to the Internal Revenue
Service rather than leaving 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 dose
of the'calendar year.. An even higher rate of item validity is attained after
the Federal tax return-has becn completed. In terms of fraud and abule, it
is apparent that the use of prior year data is preferrable since it would be
difficult if not impossible to prosecute successfully someone for an incorrect
estimate of future income.
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Both advantages and disadvantage4 accrue from either an early application
availability date, stich as September or October, or- a later .one, such as
January. An -early date wctuld allow students the, opportunity to finalize
their postSecondary plans at an earlier date. However, an early application
availability date implied that stmdents,would be submitting estimated rather
than actual year-end data. Although it would be possible to address the
problem of estimated data by strengthened verification procedures, _the
point Temains that substantial repackaging and resroCessing could be the end
result-of an early application avai4ability date. Wjxquestionable whether.the administrative effort involved in this repackaging and reprocessihg
effort, or the possible- student confusion, would be offset by the fact that
awards could be made at a slightly earlier date:

The adoption 6f 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,
it is likely that a simplified application form and service could be developed
by the private need analysis processors which would provide- an approxi;
oration of the family. ability to pay for those students and institutions
wishing to hke earlier information. Such a service would enable institutions
to make tentative financial aid offers a/an early 'date which would be
reviewed subsequent' to the submission of actual data at the enjtof the
calendar year.

II -D -3 Data Validation

Recommendation

..... _

The Study Group recommends that &common financial aid data collection ..

(CkADasysfem include a coordinated data validation Component.

Rationale k
...

.-,

'''.-"C &Wed data validation efforts will improve program integrity and
reds

Orare
fraud and abuse. The CFADC concept would provide a mechanism

for coordination and possible expansion of the often duplicative data
validation efforts currently underway in institutions, State agencies; and
pritate need analysis processors. Therefore, the results of data validation
efforts by a participant in the CFADC system should be shared, if appropri-
ate1 with other participantscjn the CFADC system. Participants not cur-
renTly conducting data validation efforts should beencouraged to initiate
such procedures and similarly to share the results, as appropriate, with other
participants' in the CFADC system.



Furthermore, under the CFADCesystem, it is possible that original .data on- a
student could be received by the 'BEOG processor from two or More sources.
This would proVide an opportunity to. compare the data according to
preestablished parameters and to conduct follow-up activities with the
applicant as needed.

,

In summation, the Study Group belieyes that data validation efforts directed
at correcting intentional or unintentional differences in gota are a vital
component of the CFADC concept.

II-D-4 Identification of Common Data Eleri'aents and Establishment of
Common Definitions

Recommendation_

The Study Group recommends that the Office of Edtication, the private need
renalysis services, and the State scholarship and grant agencies proceed with

all practical speed to identify the .commod -data elements. and definitions
which would permit the CFADC system to operate and to develop the
procedures necessary to assure timely and accurate transmission of data to
the 13E0G processor. It is practical to seek full implementation of this

. system for academic year 1978-79.. 4

Rati3nale

Each organization which awards financial aid to students whether a
Federal, S jAte, institution, or private source has the right to require that
students /provide the financial information' the organization needs to make
decisions under tts own criteria. However, because each aid system has been
developed independently and hiStorically has operated" autonomoustyr there is
little consistency in the data elements they request from 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 rep/ differences in the needs of the
organizations...pe CFADC systeril provides the potential for a major
simplicatioia of theptudent application process. without sacrificing the needs
of aid-giving organizations./
The revision of student application forms to sicIlietee common data elements

`and standard definitions, as far as this can be-achievekand the development
of procedures to transmitta to die B Atiocessor -should be joint efforts
of the Federal, State, private rgInizations concerned with need
analysis. It is the view of the Study Group that it is posiible to incorporate
.31,1 of the data elements necessary to compute the BEOG Student Eligibility
Index into the application forms of tate agencies or-private-processors.
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II-D-5 BEOG Award as Foundation for Total SFA Award Package

Recommendation

The study Group recommends that consideration of a potential award of a
BEOG be required in all cases before au other need-based award of Federal
funds is authorized for an eligible student. States should be encouraged todo likewise.

Rationale

Since the BEOG prbgram is the foundation of undergraduat financial aidprograms, it is appropriate that all eligible students be>incouraged, to
complete BEOG applications. This recommendation is compatible with the
objective _to collect common data information for 'multiple eligibility
determination (see Recommendation II-D-1). ,Likewise short-term efforts to
'accommodate studentswah9, have not completed the BEOG award processprior to receiving nee&ba.ted aid funds are not inconsistent with this re-
commendation. everal States have already implemented such a procedure.
If State student financial assistance continued at. the same level after this
actip,n, the additional 'funds available could be extended to assist more
students and /or in greater amounts.

II-D-6 The Basic Edrir*IonalOpportunitYGrant Appropriations Procedures

Recommendation

The appropriation procedures for the Basic Educational Opportunity Grant
Program should., be changed to remove the existing uncertainties in the
amount of awards that can be expected. Any new appropriation procedure
should,either fix-the dollar amount of the appropriation on the basis of
the best projection- of needed funds, or 2) approve a givin payment
schedule.

Rationale
(

The payment schedule enabling financial aid administrators to calculate
BEOG awards has typically not been available until May or June. The

,inability to _determine the actual amount of the BEOG award at thesame
time'other sourcei of aid are packaged has led to4considerable inefficiencies
in financial ape offices (e.g., awards must be repackaged if the actual BEOG.-
differs from the estimated BEOG). Furthermore, the late date at which %
actual BEOG awards can be calculated complicates educational decisioq-_

making for many students.

1st
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In the early days of the BEOG program, the lateness, of the payment
schedule was due to uncertainties related to Congressional permissidn 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 .whethet the amounts drawn down or borrowed against future
appropriation would be restored by a' supplemental appropriation from.
Congress. Since such appropriations have been lee in coming; .BEOG
program officials have riot known whether the pool of funds available for the
subsequent year would be the -total original appropriation' or the
appropriation less that .which had been "borrowed" to meet current
expenditures.

A third source of uncertainity ?-e.d duringng _the 1975-19'7,6 academic year
wheti permission to borrow against future appropriations 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 wards for
approximately three months.

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:.

1. The Illar amount of appropriations could be established for the
fiscal year based on the projections of participation rates' and
levels of student awards. Requests for supplemental funds would
not be entertained'if projections were liter fou)ld,to be in error:
This fixed appropriation approach implies a first-come, first-served
philosophy.

2. A given payment schedule could lie approved based upon the best
. projections of participation rates and levels of student awards. The

payment- schedule approach implies that the BEOG programs is a
true "entitlement program and, -thris, an "such funds as may be
required" appropriation would to required W.-support the payment
schedule.

The adoption of either of the approaches would make possible the ear
dissemination of the payment schedules as well as eliFninate the threat
readjustment of, the student's calculated award later in the academic year.

II-D-7 The Basic Educational Opportunity Grant Application Deadline

0Recommendation

The calendar, relating to stu t application deadlines. for the Basic Edu-
cational Opportunity Grant rogrdm should be carefully reviewed and
adjusted to insure that students who choose to attend institutions with non-
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traditional aca ic-calendars .have the opportunity 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

;

4

Rationale

Students making a decision to attend a postsecOnciary institution after the
March 195 1NEOG deadline may lose up to 50 percent of their entitlement by
virtue of the 'time 4:)f year the decision is made. For example, a student may
decide. on March 22 to attend institution "A" starting April 1. (Most
vocational schools have courses beginning ,monthfy.) If the student had not

,previously completed a BEOG application, he or she would (ose three months
of entitlement (April, May-, and June)_ before' being eligible for a grant
covering. only the portion of training that remains after June 30. If the
course in question were six months in length, it is evident that one-half of
the BEOG award Would be-forfeited. Although BIOG publicity states that
March 15 is the deadline for submission of- a BEOG aprication rather than
for' enrollment, many institutions with non-traditional academic years are,
characterized by studerits who make educational decisions and plans
simultaneously with enrollment.

Therefore, the existence of the.March 15th cut-off may cause distor.tiOns in
student enrollment patterns since less affluent students may not be.able to
afford to. enroll in,.61,AMay, and .June. This isfurther compounded by the
tendency of many"iftstitutions to, utilize a "first-come, first - served"
philosophy in other financial aid programs, leaving them with no funds late
in the award year.

The BEOG system already hai 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

Recommendation I

Study Group ceoommends that, OE require States and institutions to
verify and 't alidate the financial information submitted by parents and
students in applying for finahcial ail. Comparisons should be made with.
Income Tax records to the greatest extent possible.
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Rationale

'increased efforts to verify information on student financial aid applications
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/qg institutions to compare financial Information obtained from
application sources and, if possible, to vetify the-financial information with
Income Tax'records. Studies to date indicate that approximately 15 percent
of Basit Gcpsii,Applicaritl tend to underestimate income and approximately
6 percent oyerestimate.

11-0-9 Use of GSL Funds to Substitute for Parental Contribution

'Recommenclat,

The Study Group recommends that any need analysis system approved by the
Commissioner for determining parental contribution for campus-baied
programs be allowable for use in recommending subsidized GSL's for de-
pendent students.

Rationale
. .0

The Study Group recognizes that in determining-stu awards under thi
carripus-based -programs, financial aid administrators are o consider -

( subsidized GSL's as a substitute for part or all of the expecte . rental
contribution. Amounts in 'excess of the parental contribution are cq\n- ered
a student resource. . , ,

Currently, there are provisions in regulations for campus-based program
which allow students to borrow from the GSL program ari,-,-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, determi es the. need for campus-based funds. How-p
ever, not all the systems approved by -the Commissioner for determining
family contribution andneedllcan =be used for- recommending-GSL amounts.

19See Sylvia I. Diegn.au, "Stretching Your Financial Aid Dollafs:
Another Look at Income Verification," The Journal of nt Financial Aid,
November, 1975; and James Lt. Bowman, Accura of entsl Taxable
Incorhe Rerts for the 197Z-73 Processin: Year, EcrUca nal Testing

ugust, quote in 'a 1- ion o ent and Par t Reported
Data on the sic Grant Application Form, 1-ina) Report, Volume I, Applied

. Management Sciences, Z3 November 1976, p. 8.
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II-13=1Q Coordination of SFA and Public Assistance Proems

ReCommendation

The Study Group recommends 'that the Secretary direct 'agencies within HEW
to formulate policies and procedures 4or the coordination of benefits

/ avaifatle to students and their families from both student financial aid and
public' support programs. The Study Group further recommends that the
Secretary seek a similar coordinated eff9rt with agencies external to HEW.

, . . . , .. .
. .

objective* of this recommendation is to: 1) prevent the duplication of
. funds for the student's maintenance, and 2) prevent the curtailment of funds

provided for the student's maintenance. from public support programs when
financial aid fundS are awarded to-meet direct educational expenses (tuition,
fee4rbooks, transportation, and child care).

Rationale

. Direct educational costs may include tuition, fees, books, transportation to
and from the educational` institution, and child care while atterading the

- educational institution. The: Study Group is aware that duplication of
Federal aid ang public support dollars has occurred because of imprecise
policies within and without HEW. The Group also is aware that aid reci-
pients' maintenance payments from other sources have been reduced when
only direct 'educational expenses were met by.student financial aid program
sources. In instances'whereby maintenance payments do not meet room and
board costs at an educational institution, the student should have the option
of relinquishing the public support program eligibility and seeking a total
financial aid package based upon need.

dr
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E. Information 'deeds of Students and Parents ,

BACKGROUND AND ISSUES

Efficient and equitable delivery of financial aid requires adequate dissemi-
nation of informatioK to students and their parents. Information must be
timely, tactually accurate, and comprehensible to students and their
parents. Information is needed to help ensure: 1) that 106pective.students
and their parent are aware of the sources of possible aid and are in a
position to take advantage of the benefits offered by the various student
financial aid programs; 2) that students, ctin make wise choices among
educational institutions without major financial const nts;, 3) that students
are more likely to select a beneficial educational pro ram; and 4) that
students receive adequate consumer protection.

Current Efforts

Many different Federal, State and local government agencies and private
organizations are involved in trying fo meet the need for information about
Federal student financial aid programs. Each of the Federal financial. aid
programs has provided for some disseminatidn activity. The best example of
this activity occurs in the BEOG program which trains kith Central and
Regional OffiCe staff; prepares and distributes handbooks, student guides,
and lists of eligible-schools; .develops policy communications to institutions;
and provides annual training of high school counselors,- student financial ald
administrators and fiscal officers.

012

OE Regional Offices are.responsible for providing information and adviCe to -
educational, connmees' and for 'the dissertanation 'of. inforriiation 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 current students, and also to
school and social agency perkhnel. The computer-stored data base contains
a great deal of inforMation about financial aid programs.

Evidence of Unmet Needs ( .

DeSpite these and many other efforts, there is dear evidence thif lack of
information abbut student financial aid stands as a serious barrier to
postsecondary education. Many potential students are not aware of Federal
student financial assistance programs or other sources of aid which might
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enable them to undertake postsecondary education. A report by the Student
Ad-visors, Committee of the College Scholarship Service concluded that'
"those 4tudents who have the greatest need are least likely to learn about IF
the system, and least a,ple to overcome the hurdles of forms,- annyal finan-
cial aid need analysis and repeated trips to the financial aid office.

The National Longitudinal Study of the High School Class of 1972 21
revealed

that approximately one-third of 1972 high school graduates who did not enter
an institution of postsecondary education within I and 1/2 years after
graduation gave as the reason: "needed to earn money_ before could pay for
IfOrther education." An even greater percentage of respondents in low
socioeconomic groups-1nd minority respondents gave this reason.

fitr
Apparently, many students are not only ,uniformed_but misinformed about
the types of aid available and the bas is on which it is awarded. The same
study showed-that of students planning to continue education, but not ex-
pecting to receive financial aid, 40% expreised a wish not to go into debt
(apprently assuming that aid consisted Snly of loans). Fifty percent re-
sponded that they did not expect-to qualify for aid because of their glades 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-qmirter of the currently

enrolled students from families with in-Comes below $6,000 (students_ who
would, probably demonstrate need) failed to apply for financial Aid. Mqre
than 40 percent of the students from families with incomes between $6,000
and $12,000 did not apply for aid.

20
"What 250 Studen0Say About Financial Aid Problems." CSS Student

Advisory Ccinimittee Report, College' Board Review, No. 100, Summer 1976,
New York: College Ekrance Examination Board, p. l6.

21'United States. DHEW, National Center for E tional Statisits;
National Longitudinal Stud% of high School Clasi of 1972, Washington, 1).C.:
Ups. Government Printing office, 1975), pp. 13, lg., 28.

22
The Needs algid Resources of Under raduate Students in Postsecondary

Education in the State of New Jersey:19 5(Princeton, NJ.: New Jerser
-,Commission on Financing Postsecondary Edkation, 197'6) as cited in Making-0g," lit Count: A Report ong1Project to Provide Better Financial Aid Information

7SU& nt s , (New `fork: College Scholarship Service of the College,
ntrance Board, May 1977), p, 11.
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Not only are students often unaware and misinformed about financial aid,
but they tend to greatly underestimate the actual costs of postsecondary
education. TWA. shown in 1975 surveys of high school seniy5s in Iowa and
Pennsylvania. ' Furthermore, another national survey shows that

-studeeits are inadequately informed about sources of possible financial aid
and ere 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 Characteristics of private
colleges in favor ofiwhat they 'perceive to be the lower costs of the public
institutions.

Compounding the problem is evidence that students have been victimized by
some unscrupufbus educational institutions. Consequently, strong interest
has developed- in,the Congress and Federal agencies in protecting student
consumers against incomplete or misleading information.

i 1975' report of 'the Federal teragency Committee on Education (FICE)
Subcommittee on Educati Consumer Protection summarized the situl
tion as follows: :'

The general picture shows that Federal efforts in protecting the
student consumer are ,under way, but have yet to achieve a fully
developed thrust.- Policies, are largely reactive. Information
provided to the student is inaIquate. Safeguards against outright
fraud and simple abuse are weak. aFew agenGieeFave systematic
procedures for handling complaints from students_.and parents, or
for redressing valid claims. Coordination between Federal agencies
is at an embryonic stage, and the educational community itself has
not activated consumer prote&on concepts or meclwisrns where
consumer problems exist. Among the Federal departments and

.

encies, the2gesponseto eaucational consumer' problems varies

-or
23A Subley of Plans for Education and Careees: A .View of What the

Iowa High School Senior Class of 1975 Plans to Do'Following Graduation and
Wtyl (Evanston, Illinois: College Entrance Examination Board, Aidwest
Welional OffiCe, 1975) as cited in Making It Count, p. 11.

24Student Resqurces.Survey Number (Harrisbur g, Pennsylvania: Penn-
sylvania Higher education Assistance Agency, 197&) as cited in Making It
Count, p. 11.

-
25Davis, IS., and W.D. Van Dusen, A Survey of Student Values and

. ,

,Choices (Atlanta, 'Georgia: 'College Entrance Examination Board, Southern
Ireltor 'id Office, 1975) as cited in Making It Count, p. 11.

26 United States DHEW, bffiee of the Assistant Secretary for
Education, Toward a ral Strategy for Protection of t'he Consumer of
Education, (Washington, .C., July, 15754 p. 1.
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Provisions of the Education Amendments of 1976

fn response to the problems of consumer access to adequate and accurate
information, Congress included several major Consumer- oriented provisions
in the Education Amendments of 1976. The Al4FPriai,strat i ve allowance for the
campus-based programs was increased to Thar jiercent and the institutional
ceiling on such payments was increased to $325,000. In addition, the 1976
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
requirements for student consumer information:

The 1976. Amen:dments also includte a new section (493A) on stTicnt con-
sumer information wilich °requires institutions to, provide information about
what student assistance is available, how it is distributed, the means of
applying for assistance, right and responsibilities o1 recipients, cost of
attendance,- refund policy, academic program of the institution, data re-
garding student retention and, when available, student completion rates and
the name of the individual designated to provide information. Institutions
must be in compliance with these provisions by July 1, 1977.

_ Section 493B of the 1976 Amendments requilqs the U.S. Commissioner of
Education to survey institutional jaractices in praiiding students with
complete and accurate information; to meet with appropriate' parties; to
report to the Congress by October 1,1977 on the use of workLstudy students
as financial aid counselors; and, whenever possible, to include student peer
counselors in OE-sponsored training programs.

The 1976 Amendments also expanded the so-called. TRIO programs (Upward
Bound, Talent Se,rch, Special Services for Disadvantaged Students, and the

`,ware cent Ed4otional Opportunities Ceiateas) to provide impromed
4tOrmationto current and prospective disadvantaged postsecondary stu-
dents. Section 418A provides new authorities for Service Learning Centers
at postecondary institutions serving substaitial numbers of disadvantaged
students and'provides for grants to Sfates to establish Educational Infor-
mation Centers which would provide guidance, counseling, 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 information on career education activities, to students and
schdol personnel.



Unaddressed Issues

.

The 1976 Amendments, however, do not address themselves -to- all of the
existing problems in student information about Federal student financial aid
programs. There is also reason to believe that unless a fordeful effort is
made to coordinate the various consumer information provisions of the 1976
Amendments, bothin planning and implemehtation, the results will be
fragmented and -duplicative. While the Amendments require educational
institutions to provide information to enrolled and prospece students, the
definition of prospective Studenti" is narrowly construed to include only
students who make inquiry to the institution. In fact, many of the neediest
students probably will not even consider making contact with a
postsecondary institution unless they have, prior information which leads"'
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 Pso 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 fot-the Improvement of
Postsecondary Education (FIPSE) states: "In the course of 'this project, it
has become apparent that .many of the commurhcation processes in in-
stitutions 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 unclear
that we would be attacked if we described them publicly.' Each of these
objections was encountered by One or more of the FIPSE projechparticipants
.as they attempted to dettelop information abodt costs and aib."

While there is' widespread agreement that students need more, better and
:rive timeqiniarination, 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 develiip a system which will deliver useful information
families.

e's

27Making It Count: p.

-2gIbid.
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RECOMMENDATIONS

InformatiOn Needs for student and Parents

I , -

II-E-1 Coordination of Efforts

II-E-2 State Agency Programs

II-E-3 Institutional Initiatives

II-E-4 Scope of Informatiori Content

II-E-5 Information Dissemination Audiences

II-E-6 Lender Assistan e in Dissemination of Student Financial Aid
Information

II-E-7 Listing of Act e GSLP Lenders

Student Borr er Counseling

II -E -1 Coordination of Efforts

Recommendation J
The Study Group recommends that the Secretary establiA -a; clearinghouse
for all Studentortnation programs. This clearinghouse would serve as a
focal point for all rriajor student assistance information activitles,be they
Federal/ State, iristittitidnar, --dr cbmrtitinity-based; Establisheol-under4a-- -
multi-year contract, it would be authorized to collect, develop and di-
sseminate information; encourage and coordinate existing informatrcn
programs, and conduct outreach efforts.

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 aril forceful effort" is made to coordinate the
various authorizationi, both in the planning and the administration of their
implementation, the results will be fragmented and duplicative.

J.
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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 p otect the student as a consumer.

These activities would be m e likely to complement and reinforce each
other with the oversight of a clearinghouse or other focal point 'to coordi-
nate them. One example of his point of view was given in testimony to the
Study Group at the March m eting:

I further understand thdt, while the .Federal Government has been
doing a laudable job of coordinating its programmatic activities
with those of State scholarship agencies, for example, as in the
case of the State Student Incentive Grant Program, there has been
no such coordination when it comes to providilyi5 matching ?inancial
support for informational outreach activities."

Such afocal 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, dtate and institutional) and the
studeni special services activities of social agencies and community groups
(including manpower planning, career education, etc.) as well-as those.
funded through TRIO.

The Clearinghouse also would be responsible:for:

1. Developing; and disseminating a compendium of financial and other
aid sources on a. State -by -State basis;. g,

2. Publishing a newsletter;

3. Developing materials for use in media campaigns;

4. Responding to letter and phone inquiries;

5. Designing br hures and other literature suitable for the various
audiences des ibed in recommendation II-E-5.

,-- .

29
Ioward Improved "Access to State and Federal Financial Aid Benefits,

Joyce Clark, Coordinator, Higher Ethical-lam Guidance Program, Chicago
PTblic Schools, p. 3.
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4 State Agency Programs-
Recommendation

HEW should plan a pirogram of cooperative activities with the States and
provide incentives to improve and expand State initiated information pro-
grams. Specifically HEW should:

1. Identify exemplary State programs .afid disseminate information About
those programs to the other States;

2. ' 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)
Occupational Information Systems Grants Program.

Rationale t

Each of the many scholarship, loan, and other postsecondaryagencies of the
States have had'some successful and unsuccessful experience that should be '
shared. Federal efforts to disseminate these experiences will speed up the
dtfsiton process to the benefit of all. All fifty States now have a State
sch arship or grant office, often developed in response to the funding
prdvided through the SSIG.pprogram. SSW could form' the basis for the
sharing of information.

14N, Another way for improVing coordination among States is to expand upon the
lelpartment of Labor's activities. For example, 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 concepts4tested
by the Oregon iiarger Informatiorifilytecn (CIS):

so t 110. V

Specific program "activities whith- could be con ucted in conjunction with
financial ,aid information programs are:

1. Establishment of an information syste staff within the State
receiving grants;

2. Establishment of a policy - making board or consortium, made up of
representatives of-key institutions representing _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 usersp

4. Adoption of a delivery system to disseminate information to per-
sons in the process of career exploration and decision making;

119

1 3 i)



5. - Provision of services to schools,`inanpower 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 activity, .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 augmentation of this effort will insure
that SFA concerns are adequately considered in the eight States with DOL
grants and increase the number of States that can be involved.

II-E-3 Instit tonal Initiatives

.Recornmention .1 ---
$. . '

HEW must make additional efforts to prombte and encourage institutional
initiatives. For example HEW should:

I. Further develop and refine the materials 'developed by constitutent
groupf, and a .

2. Provide technical assistance and training seminars to assist more insti-
tutions in developing better dissemination of information based on the
identified exemplaiy materials.

Rationale . /
To be -tpnsistent with the intent expressed Oy the financial investment in
students, government azencieir miht not pnerelx establish and enforce
-Mthimum standard?. They also must provide leadership and incentives to
institutions to provide prospective students .with: guidance that will make
well-informed decisions more likely.

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 shad be encouraged.

Eleven institutions funded by The Fund for the Improvement of
Postsecondary Educatibn (FIPSE) have served as demonstration institutions
in developing 'prospectuses for their individual campuses. The resulting
exemplary materials_shtletht be used as a basis for a greatly expanded
program of prospectutdevelopment.
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Scope of Information Content

Recommendation

Concerted efforts are _required to provide a balanced and compreheniive
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 stwatnt access, choice, retention and student protection.

Rationale
4 1

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 educatii institution, academic program, and career) can
only lead to frustration and, consequently, less than optimum use of public
funds. Moreover, the frustration resulting from improperly balanced
information emphases can and often does lead to student-dropout and non-
payment of loans.

Some recognition of the need to provide '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 information
regarding the employment of students enrolled in such courses, in

- loch varat t rjade or ca r d. 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
percentage30of such students who obtained employment in such
positions.

30"Federal, State, and Private Programs of Low Interest Loans_to Students
in Institutions of :fligher Learning ", Federal Register (Volume 40;l1o. 35), p.
7596'.



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 college graduates annually; 2) the recent report 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 Orrently..4%.
available -- and tha b) prospective students from impoverished communities,
blacks, and people ose parents had little educaSipn were most lacking in
"career and occupati development" information. 1

Obviously, More remains to be done to encourage wiser use of student financial
aid funds. -.

4-E-5 Information Dissemination Audiences

Recommendation

qt.The efforts of HEW to disseminate information must be-increased to fill needs
that are not covered by proposed regulations. Specjfically, HEW must provide
information about all-Government student financial aid programs.' A more
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 oppoilunities. The information that is
provided should be:

1. Tailored for prospective students who may not make inquiry at a post- is
secondary-institution;

Addressed to different academic levels (including lirst-year high school
students) and tb non-traditicnal students (those who wish to restart formal
education);.

v -- - vr
Understandable by variouspeople of vious s ioeconomie backgrounds;

4. Targeted not only toward students but toward those in a position to
Influence student Aisions such as admissions counselors, high school
counselors, community referral services, and parents.

31
The First National Assessment / of Career and Occupationalji,

Development: An Overview, (Dbnver Colorado: National Assessment of
Educational Progress, November, 1976), pp. xv-xvi.
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Rationale

=

-.-4
In accordance with the Education Amendments of 1976, proposed regulations
require that institutions, receiving administrative cost allowances (for par-
ticipating In BEOG, .GSL o;:a campus-based program) provide information
about themselves and about financial aid programs available to a student.

4

Specifically, the proposed regulations state:

The information to be prepared and disseminated to students
includes:

Ney'

A. description of all student financial aid programs able to
students who enroll at that institution, including- the
procedures and forms for applying for such aid, the
student eQgibility requirements, the criteria for selecting
recipients from the group of eligible a licants, and the-
criteria for determining the amount student's award;

8. A statemerft of the rights and responsibilities of students
receiving financial aid under the Basic Educational
Opportunity Grant, Supplemenial-Etiucational Opportunity
Grants, College Work-StUdy, National Direct Student
Loan, or Guaranteed Student Loan Programs. This
information shall include:

1. Criteria for continued eligibility for each program,
including the financial conditions which must be met;

2. Criteria for determining that, a. student is in (good
standing and maintaining satisfactory progress in his
or her course of study, asrequired'by. Section 497(e)
(9 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 mar 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 expected schedules for repayment
of any loan received by a student as part o_f his or her
student financial aid; and

4
p
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. 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 institution, 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 tuition and fees or other refundable portion of
cost paid.to that institution as described in paragraph (C)

"--Of this section;

E. The academic program of the institutions, including the
current degree prOgram and other educational and training
programs, the institutional, laboratory, and other physical
facilities which relate to the academic prograth; and the
faculty and other instructional personnel;

,F. Qata regarding student retention at the institution,
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, an he percentage that such students
represent of the total enrolled;

G. The number and percentage of students completing the
program in which a student is enrolra or ekpreis.sed
interest, if such data are available at thejnstitution.

While the regulations are comprehensive so far as institutions are concerned,
they do noNaddress the need to comfflunicate with non- student groups and 'to
students at different academic five's and from va ?ious socioeconomic
backgrounds. This need,kwas well stated by Joyce Claris, the Coordinator of the
Higher Education Guidace Program in'the Chicago Public Schools, in recent
testimony to the Study Group. Mrs. Clark said:

32"Education
Amendments .6f 1976: Postsecondary Education; Intent to

'Issue Regulations", Federal Register (Volume 41, No. 230), p. 52423._

7
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14.

a

...it-Ion-nation concerning the availability of these resources, an *

assistance in com leting the often-complex application procedures,
are a major det Vent to most of thg low-income populations who
readilN qualify or financial aid. It is not easy to promote higher
education op etunities,_ in poverty communities,- where the
problems of _ay-to-day survival take precedence over the long-
range prdmis of a better life beyond the receipt of a bachelor's
degree, or a certificate of training. Even an -extensive media
co ign of the tie which heralded the advent of the Basic Grant
Frog am in 1.973 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 tg4evision shoWs which broadcasted information
about the program.

A coordinated effort to obtain the coop?ration of the mass media, eddcatio n
and student associations, and industry can go.a lOng way in helpiuesbemove
t information gap. One pareof this,,effort should include a coordination of
effort in time as well as in content; i.e., "a student financial aid week" could
be dec.4ted and an intensive effort made by all parties ,simultaneously. The
parties in such a coFnbined e6tfort should include:

. c

1. Federal agenciei (includin those with career unselihg cespon-
sibilities), ,7

2. State scholarship and loin agencies,

3. Secondary schools, s

4. Community- -agencies (including unemployment offices,, w elfare
agencies, libraries, labor unions, businesses, educational oppor-
tuniy centers, Women's.Services, etc.),

5. Lending institutions,

6. Education associations and institutions,

7. _ Television, radio, magazines, and newspapers.

Lender Assistance In Disseminatien of St-Went financial' Aid In-
441rion

RelornTendation

The 'Study Group recommends that OE ant Stage and private non-profit
guaranteeagencies, coordinate the establishment of a .student information.

-.resource system with all lenders to insure that all students are directed to
investigate their eligibility for various sources of 'grant or lower-cost loan
aid, prior to processing ,a Guarl'anteed Student loan. .0

33%ark, p.
4
2.
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In this regard, the Office of Education' and/or State and privelivnon-profit
guarantee agencies should provide each Student load off ic ith infor-
,mation regarding the availability of and eligibility requirements for various
other sources of student financial aid.

Rationale
fl

To assist the student in seeking SFA that best fits his or her financiA need
and educational goals, it is recommended that lenders be a source of infor-
mation on SFA pro gika This inforrriation should be *tided by OE or the
guarantee agency and Er in a ready and convenient Ircirm for use by the
lender. It could take the fdrm of a pamphlet or fact sheet listing SFA
programs and locations for obtaining additional information.

Although ehany efforts.have been initiated to inforril parents and students of
the availability of student financial -aid, it seems that much more still needs
to be done. Lenders could assist this process if up-t date, useable infor-
mOtion were available. This could be used by lender/ the same way- that
bank loan officers advise cus omers about other sourc s of credit when the
bank is unable to meet their n ed at that time.

i

II-E--7 Listing 'of Active GSLP. Lenders

Recommendation

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.

.RationA ole

Currently, there are approximately 19,000 eligible lenders under, the GSL
program. However,,only about 1/6 pf them are actively participating. The
result is that parents:and students must expend considerable tinie 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 participaR% would not be difficult. This information would not only
be useful for the with immediate need fora loan, but would also aid in
planning for future needs. Foillexample, if several years prior to their son's
-a daughter's anticipated college enrollment, partents noted, that their bank
was not listed s "participating," they might" wish to move their accounts to
another .locallending institution which did provide a full range of services,
including,_ guaranteed student loans. The pressure brought to bear by such a
disclosure might have the desirable effect of increasing bankers' awareness
of the importance ( making GSL available to their customers.

126 111
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II-E-8 Student Borrower Counseling

Recommendation t

The Study Group recommends all 4tudents receiving a loan should experience
a mandatory counseling session with a lending officer to discuss the nature
of the student obligation and repayment responsibilities.

Rationale Oi" 4.41,

One of the consistent thrusts of the Study Group has been to recommend,
where possible, preTientive action to address fraud at abuse. Here is another
point at which such is the case. Too 9ften 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 aecepting
Guaranteed Student Loan, and other students assumed Guaranteed Student
Loans withbut intending to repay. Both orThese 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 to meet this obligation.
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F. Federal Student Financial Aid Payment Processes

BACKGROUND AND ISSUES

2
The Process

:

Several means are currently used to make payment of Federal funds to stu-
dents,.edbcational institutions, and lendipg institutions.

Payments to students under the BEOG program are, with relatively, few ex-
ceptions, made through the student's educational institution, which receives
its payments by means of the Departmental ,Federal Assistance Financing
System (DFAFS). However', BEOG alsomakes payments directly to approxi-
mately' 8,000 students attending some. 750 institutions through the
Alternative Disbursement System (ADS). ".

Payments to institutions under the camps -based programs are also made
through DFAFS, except for NDSL- !'207" loans from the Federal Government
(needed for the one-ninth ND matching Junds). These loan funds are paid
directly ty institutions throw the Offi of Education Finance.Divisionz-

-The final step in the 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' Made in °a. manner which is both
timely and provides an auditable control af funds.

Four organizations are involved in the -CIFAFS process: 1) The program
office (BEOG, CW-S, SEOG, NDSL) which determines and authorizes the
amount of ,funds to be awarded and paid to its institutional recipients; 2) the
OE Finance Division which verifies ,;the existence of unobligated
appropriated funds against which to charge the authorized awards and, in
effect, approves the authorization; 3) the Fedei=a1' Assistance Financing
Branch (DFAFS_unit),' the Office of Finance; which ads as the paying agent;"
and 4) the Treasury Department which prepares and mails checks to schools.

1
4

Departmental Federal Assistance Financing S stem (DFAFS)
...

r.

Most institutions -paid thro*h DFAFS participate in two or more HEW pro-.
grams and have multiple gitnts. Approximately 3,000 schools receive total
payments (for all award) in excess of $250,000 annually and are allowed to

,draw funds as needed to meet impending expenditures under a .Letter of
Credit arrangement through their commercial bank via, their Federal
ReseFve Bank. Many institutions make weekly draws,, larger Institutions
make them morgifrequently.
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institutions which receive less than $250,000 in, annual payments are paid
monthly, by Treasury check, upon submission of a mon-thly payment re9uest
to Federal Assistance Financing Branch (DFAFS unit). The DFAFS unit
provides ail institutions with a quarterly report listing each open grant and
the amount awarded (payments authorized). The institution is required to
return the, quarterly report showing the total cash received and the cash
balance as of the end of the quarter. Upon receipt, the DFAFS unit
forwards a copy of the report to the OE Finance Division and the, program
offices for their informatiern and use.

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 program personnel.
Such input is virtually nonexistent. Discrepancies, and even fraud, in
management of the fundscan develop and go undetected for long periods.

4 .'

The DFAFS unit often encounters delays in being notified of 'current awards
by OE, especially at the beginnirg of a semester when updated information
is required. It is not uncommon for an 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
rfrequests 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
institutions and communication between program officials and the DFAFS

are lacking.
.__

Alternative Disbursement System

While the great majority of funds under the Federal student financial assis-
tance prograrns. are disbursed to institutions through tfte DFAFS. process,
approximately 8,000 students receive payments directly from the BEOG pro-
gram. Stikents 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
Brigham Young University.

To receive payment under the BEOG alternative disbursement system, a
student submits his or her student eligibility report (SER) together with a
certification that he or she is enrolled and attending class (Form 300 to the
EfEOG application processing contractor. The 4ontractor verifies the stu-
dent's eligibility, computes the amount of the BEOG award, and forwards the
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information to the Office of Education which initiates payment directly to
they udent. The major shortcoming of, the 'direct .paymeht system is its
vulnerability to abuse by students who top out of school after submitting
their certification of attendance. Virtually complete reliance must be
placed on the integrily of the student to notify PE of his or her dropping out
and io refund the unearned payment. -from Atte student's perspective, t
second shortcoming M the alternate disbursement system is the lateness-of
the payment. Delays may occur under he best of circumstances, and
delays ,often occur as a result of_erro s in data on the submitted'
certification (304 forms).

In summary, the overall payment process is complex; subject to serious de-
-. lays, fraudand abuse; and needs substantial improve 'rhent.

COMMENDATIONS

Payment Processes

II-F-I Control of Payment of Funds

II-F-2 Cash Utilization Verification

II -F -3 tBEOG Alternative Disbursement System

II-F-4 Payments to Students by Institutions (BEOG and SEOG Programs)

II-F-I Control of Payment of Funds

Recommendation -

A. Controls should be established immediately iwithin OE to assure that
improper payments for campus-based and BE4G programs are not made
through the DFAFS system and that unused authorizations are deobligated
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-
coWciled by OE to the authorizations approved on its records and the
urtobligated balances-reported by the institutions to OE. Differences
should be investigated and corrected promptly.

Rationale

Payments to schools under the BEOG and campus-based programs are made
through .the DFAFS. Numerous instances have been identified where payment
authorizations were not furnished to the DFAFS in a timely manner and where
OE cited an incorrect institutional code number, resulting in delays and neces-
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sitating payment outside the automated system. Other instances have been-
' identified where OE made awards to 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 through the return of its
mailed quarterly reports. Quarterly cash payment reports are furnished OE by
the DFAFS, but these reports are not verified against reports submitted by the
institutions to 9E or against OE's records. It ha's been reported that unused
authorizations are not deobligatecf by OE. The HEW Audit Agency attributes
these conditions to 1) low priority given to the dose-out and de-obligation 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 Implemeritation

The OE should streamline its processing of award-payment authorizations to
the DFAFS to:

1. 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.

greater3. Incorporate, and:exercise 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
rogr.fgs 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.
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II-F-2 Cash Utilization Verification

Recommendation

The Study Group recommends that OE include verification of Cash
Utilization Reports submitted by institutions to the DFAFS and OE against
the accounting records of institutions as a normal part of on-site reviews.

Rationale

There is no practical way to verify theigported need eor 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 AmendmeKits of 1976 and an on-site verification of their cosh
balances should be included as one step in the total audit (also see
recommendation I-D-6).

BEOG Alternative Disbursement System

Recommendation

A. Ttee 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: if the Alternative Disbursement System (s-retained, requirements which
have no real usefulness or purpose should be dropped and requirements
which will give greater accountability of fglids should be instituted.

C. All institutions not under ADS should be compensated for their Costs in
ocessing BEOG records.

Rationale

The ADS was de loped to make direct payments to students whose educa-
tional institutions ould not consent to act as paying agent on behalf of
BEOG. Direct pa ents are currently being made to approximately 8,000
students attending 750 schools, the preponderance of which are run by
hospitals or are pr ietary. The BEOG student population of the individual
institution is small. Hence there should be less burden on them than there
is on other institut ons 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 requirgd to certify the class
attendance and good standing of BEOG students either 'through endorsement
of student payment checks or periodic,(fo example, mohly 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 relatingl to administrative
expense allowances are contained in recommendation III-C-16.
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-- --The current ADS is no a satisfacto alternative in many cases and does not
- adequately serve th( student. It containsbuilt-in i delays and soueces of

frustration.- Because of the problems in the sYstem, OE has been reluctant
'to implement it even in cases of institutional fraCt and ,..Ouse since the
student will not be served properly':

Payments to Students by Institutions (BEOG and SEOG Programs)

Recommendation

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 funds and defer the payment of
Federal cash outlays until actually needed by the student/institution.
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Chapter III

PROGRAM MANAGEMENT AND INTEGRITY

.

6. Introduction

The third and final major area of study undertaken by the Study Group
concerns OE's managementof the Federal student assistance progrms
and the nature and quality of the management support which OE gives to
the other paities in the process. The,integrity of the programs ultimately
depends upon how soundly they are mirtaged.

The management of these programs has been '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 managerial problems which have
contributed to inefficiencies, inequities, abuse, and fraud. Chapter III

addresses these problems in four major sections. -

The first (Section B) concerns a group of issues relating to organization
and staffing of the offices which administer thie programs. These issues
include organizational structure, staffing levels and qualifications, and the
division of responsibilities between the OE Central'Off ice and Regional
Offices.

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 and lender personnel in student financial aid statutes, regulation.
and procedures.

Finallf--;"--(SectionE) 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._

134



B. Organization and Staffing

BACKGROUND AND ISSUES

Central Washington Office

In a period of slightly less than two decades since the enactment of the
NDSL program in 1958, OE haS undergone repeated changes in itsorganizational 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.

The most recent change occurred on March 9, 1977, when HEW Secretary
Joseph A. Califano announced a major reorganization .oftehe Department.
A new administrative unit, the Bureau of Student Financial Assistance,
was created within OE. The new Bureau has responsibility for the GSL
program formerly Oditinistered in the OE Office of Management as well
as for the five programs (BEOG, 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 Professions Schools) was reassigned ffom the Health Resources
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 Secretary's major reasons for this action was to increase
efficiency and strengthen the Department's efforts to comb/sit 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, reorganiza-tior,took a 'major step-in addressing the
,,problem of di>rided responsibility. The Sbcretary's action establishing the
Bureau of Stydent4Financial Assistance was entirely consistent with the
findings of /the Study Group that the diyision of responsibility had
contributed tO,1 some of the administrative problems in the programs.
However, the Study Group also believes that the March 9 reorganization
will t be sufficient to strengthen the administration _of the -student

anti aid rograms and that significant changes from past
rganizationa s ures and management practices must be made in

organizing the new read.
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Of equal importance to placing all student aid programs in _one new bureau
is .the proposed functional approach which the Study GrOup-belieVes should
be used in managing the programs Under the former and current
organizations, each individual program was and is structurally
autonomous. Each has its own staff of analysts, -computer systems
specialists, audit resolution personnel, etc. Issues in student financial aid
usually are viesed autonomously from the.. perspective of individual
programs and dote from the perspective of how well the programs
interact with one another and are meeting national need. The
compartmental otgani2ational approach fosters the ,growth of different
program regulation definitiqns, the duplication of program effort, the lack
of flexibility in meeting peak workloads, higher than necessary staff hosts,
and complicates the sharing of hardware-and human resources, and the
coordination of program or legislative strategy.

The administrative separation of the various programs has impacted most
significantly on the financial aid administrator at educational institutions
and on the student consumers of these programs. -The student 'aid
administrator is required to submit -periodic reports to each of the
separate administrative units, receives audits initiated separately by each
of the units, and receives separate, and sometimes conflicting,
regulations, guidelines, and policArannouncements from each of the
'separate programs. Students are requAel to contend with unnecessary,
inconsistencies in eligibility requirements and With overlapping requesti
for information.

These problems will not be -overcome if the internal organization of the
new Bureau continues the present pattern of separate offices
administering each program. The Study Group believes that the
organization of the student financial aid programs along functional -lines
will itself significantly improve the present situation and will permit the
introduction-of titer controls and checks in the day-tb-day- operation of
the prOgrams.

Regional Roles

The RegidnalOffices and Central Office do not work now as a coordinated
whole. Each appears to have little confidence in the other. Central
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, orr 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.
The Regional Offices further state that the Central Office is either
unresponsive or slow in answering when guidance is sought. They complain
they cannot carry out their mission properly because they lack authority
tb truly control the work requW2d by their mission. Both positions,
undoubtedly have some validity. However, the fundamental problem is the
void created by the absence of a dear, viable, specific policy on the roles
and authorities of each.

14i
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The role of the Regional Offices is described in three recent do'cuments.
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 aware that a study of the. Regional Offices is
cuerently underway at HEW. It anticipates that th study could lead to
changes in the number of Regional Offices, their ge raphical location,
and their overaLL role in the- administration of HEW °grams. Any of
these matters could significantly influence decisions orf the specific SFA
functions which the Regional Offices might 'best ,be suited to carry out.
However, regardless of the role, the Study GrOup stronlieves that
ambiguity about roles must be removed and that clear heirarchial lines
ei?ust be established.

Staffing

Recent increases in staffing for the student financial aid 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 hag continuallklagged behind the growth in workload.

The Bureau of Postseco ndary 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, especiallyin 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--fer-ther 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
R'aegional staff and explicitly set out the authorities and responsibilities
61 each has had an obvious impact on productivity and the effective use
of staff time. Large amounts of staff effort are being devoted to
performing work of questionable benefit.

One example of an activity requiring an extraordinary amount of staff
effort is the panel review process described in the previous chapter.
Central Office staff, Regional staff, and institutional representatives

1"A General Description_of the Mission of the'Regional Offices,"
signed by the Commissioner of Edut=ation on-June 1, 1975; a memorandum
on "Reporting Relationshig's- Among Headquarters and Regional (Mice
Staff," signed by the Commissioner on June 2, 1975; and an organizational--:--
statement. published in the Federal Register on August27, 1'76.
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spend an inordinate am'Ount:of time preparing for and serving_on review
panels. There is, and has been, widespread agreement that the process is
not only ineffective in_,accomplishing its purpose (i.e.,, the equitable
allotment of available funds to schools 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 `Financial Aid
requested separate staffs to process audit* reports received on
institutions even though both Divisions deal with essentially the same
institutions and even though the audit findings on any giverf.institution-
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 moil*
efficiently carried out through the regional network being set up by the
Office of Guaranteed Student Loans.'

The student financial aid programs are largely process-oriented
operations with much similarity and commonality. Accoidingly, it should
be relatively easy to measure work output and- to tset down and monitor .
realistic performance standards. The Office of GSL has begun to set
standards }'for its Regional- clairans collectors and to require status reports
from then. Aside from this noteworthy start, however, little of
substance' has been accomplished. Without standards and the means of
measuring perfoimance againSt them, 'projections of true staffing needs
is a highly subjective, undisciplined exercise not subject to verificatiorr.
As a result, higher level management is precluded from Flaking rational
judgmenti on priorities and alternatives:

The similarity of activities among the SFA programs would lead
.r

one tolk
.. -

anticipate a high degree of commonality in job descri 'ons and grade.
structure across the programs and across Regions. That not the case.
Part of the dissimilarity results no doubt fro 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 job descriptions and the grade
structure of these areas, individually and in comparison with each Other,
appear to be illogical. 43,
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o' In--'spite of OE's many statements on et e understaffing of the BSFA,
vacant positions hSve not been filled it "a timely manner. ,,lAdeed, as of
December. 3P, 1976, BEipc had, tilled-none of the -107 new positions
authorized for FY 1977:.'While the exact reasons for the delay in filling
vacancies was beyond the Capabilityof the-Study Group to determine, it
appears that, a lack or coordination and cooperation between the SFA
program offices, the Bureau of Postsecondary Education, and* OE's *'

Personnel and Training Divisionwas a major factor.

R4ECOMMENDATIONS
Alo

Organization and Staffing .

111-B-1 Organization Strucuire

1.11-B-2 Combining the Health Professions Guaranteed Student Loan' Pri5grom and the Guaranteed Student Loan Program

III-B-3 Personnel Management

111-B-1 eorganization Structure

.Fecorbrnen,dation

A. Central Washington Office

i .,I. Al!All six student financial aid programs shoult115e Consolidated into
a single administrativeunit.

2. The single administtative unit for SFA programs; because of Ii size and responsibility, should be placed'ik the hierarchy of th
Office of Education at an appropriate level_ to facilitate its
operation. Under the. current OE organizational structure, this
requires placement at the Bureau level.

3. The administrative unit should be or6nized alongyfuhet 1 lines
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
ateas as policies and procedures, management, evaluation and
planning, certification and compliance, program operations, and
data systems and nnanagNent. The functional divisions should be
established,to sere common responsibilities across, program lines
to avoid dupkation of efforts, to enhance efficiency of
ciperations, and to ptevent '.the need for major reorgani tion in
the fufure'i*he !Lent of a changeiri Federal support libr these
programs.

.
. .
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.4.- Separate units should be 'established within an Operations Division
to perform the operations activities 1) of the loan programs and 2)
of the grant and College Work-Study pr2grams.

5. The Division of Eligibility and Agency -Evaluation should remain
apart from the SFA organization. This Division should continue to
be responsible for approving accrediting agencies and for
determining the basic eligibility of educational institutions.
However, a separate certification division should be established
within the --Bureau- -of- SFA --to- authorizean- instittitiont-s-
participation in'the SFA programs.

B. Regional Offices

1. The organitational structure of the Regional Offices'shOuld be
compatible with the Central Office . to facilitate and pr)Smote
student financial assistance activities in those areas where they
have delegated authority or have been assigned administrative
responsibilities.

2. The delegated authorities and responsibilities of the Regional
Offices and the Central Office must be clearly set. forth. The
drganizational structure of the Regional Offices must reflect and

"support those activities and responsibilities.

3. Stand'ar4 policies and procedures must be established for Regional
Office operations to insure consisterkt and unifotitn practices
between the various Regional offices.

C. Staffing

464-t-

1. Numbers of employees

Staffing patterns need to be adequate to assure proper control
throughout the process, to provide 'support for.operating programs
in accordance with legislative intent, and to service those
individuals and institutions which are partiCipants in the programs.

2. Qualifications

The operation of these programs requires meeting heavy
management 'and fiscal responsibilities. Position (job) descpptions
Must cleaLly be related to these types of responsibilities; e.g.,
audits, tRhnical assistance, and site review. Background as an
educatocis not the only qualification for filling these positions.
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itatiOnale.

The current organizational structure of the SFA programs is a major
contributor to duplication and to the lack of mantageri4I oversight and
.control. Little reform is possible without the reorganizatkin of these
programs along Junctional lines.

Because of_the special- nature of-tha- reCottimendationithe-following-t
specific suggestions for-implementation are made.

^1=

Suggestio, for ImpletnentatiOn of the Functional Organization

The fundtional-divisio'hs recommended above should provide for such
areas as development ar4 dissemination of policies and procedures,
certification and complfance, =program operations, data systems
management, and management evaluation and planning.

An organization c rt (Figure 1.See .Page 142) depicts the Study Group's
recommendation or a functional organization. A descriOtion of the
functi,ons shown the chart and organizational alternative which seem'"
viable to the Stu Group follow:

Eligibility Un i3aiic eligibility can be defined as the process through
which an educatOnal institution is/determined to be
academically qualified to participate in Federal
programs. Responsibility for basic eligibility
decisions (i.e., accrediting agency approvals and
institution,* approvals) currently rests with the
Division Oftligibility and Agency Evaluatiolt (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
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.

Certification t
and Compliance
Unit The certification and compliance functions can be

defined as the process through which an eligiblIk
-school, or lender is determined -to poskess certain
stipulated financial and management prerequisites
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PROPOSED FUNCTIONAL ORGANIZATION OF
THE BUREAU OF STUDENT FINANCIAL ASSISTANCE A

COMMISSIONER
OF EDUCATION

:BUREAU -00-1-46-f-fER AND-
CONT Ul NG EDUCATION

BASIC
ELIGIBILITY

Agency Approval

Institutional Approval

S

BUREAU OF3'T`d ENT
r.JNANCIAL ASSISTANCE

LIMIT, SUSPEND,'
&, TERMINATE

APPEA LS

CERTIFICATION
AND
COMPLIANCE

.
Certrf icatron-

Compliance

Includes Limit, Suspend, and Terminate (LS. & TI Coordination
and Control

National Direct Student Loans, Guaranteed Student Loans
(Including the National Health Professions Rederatly Insured
Loan Program)

*State Student Incentive Grant Piogram, Supplemental Edu-
cational Opportunity Grani Program, Basic Educational
Opportunity Grant Program, Collage work-Study Program

1

"MANAGEMENT
EVALUATION
AND PLANNING

Evaluation

Planning

Statistics & Reports

LOANS**

1
.P0t.ICIES
AND
PROCEDUR ES

Regulations

Manuals/Handbooks

Public Information

Training & Technical
Assistance

PROGRAM
OPERATIONS

NI4L Application Review
& Award

Loan Accounting

Collection

Claim Examination

I

DATA SYSTEMS
MANAGEMENT

Management Information
Systems

Computer Operations,. ,°

LGRANTS"
--

.- Application Review
& Award

Grant Accounting



and is thus certified or authorized to participate and
continue to pafticipate in student aid,programs. This
function, like the eligibility function, might be
located outside the BSFA since its determinations
will probably also be used by HEW and other Federal
programs besides.SFA. However, the Study Group
strongly believes that it should be part of the BSFA.
The certification 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. DERE staff are
not qualified to make such assessments. Although
qualified 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
functibns 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 ,prgapizationally,, 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.

The Study Group suggests that the organization
responsible for the certification and complitnce
function consist of two units. The certification brut
would be responsible for decisions on whether a
school or lender is authorized to participate in SFA
programs; it 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 apd regulations and
to assess their financial and management operations.

Th, resolution of audit findings is closely related, to
the certification and compliance function. The Study
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Management
Evaluation and
Planning Unit --

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 -
CentralCentral 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
to correct deficiencies. identified as a `result of an
audit. The activity might also be place in a separate
organization apart from the ceyitfication And-
compliance unit thus giving it even greater
independence.

, Evaluation is the process through which program
effectiveness is assessed and alternatives developed
for the consideration of management. It includes
long-range program ,assessments, major lfsue
analyses, impact studies, comparative studies,

,--research, 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. ,_

Planning is the process through which resource \needs
and strategies for organization and program changes
are determined and presented to management.
Planning also encompasses determining the data
required for managing, the means and frequency of
collecting it, the means and frequency of presenting
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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Policies and
Procedures
Unit --

ea,

choose to locate the evaluation function within BSFA,
we suggest that it and the planning function be in the
same unit.

The process through which program rules are
established includes the formulation, 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
publication of booklets, brochures, manuals,
handbooks, "Dear Colleague" letters, and other
publications su plementing or intended to represent
official HEW E policies and procedures.

The failure of the Bureau of Postsecondary Education
to issue timely, comprehensive, and clear yegualtions
and policies 'is a major mason for the program's past
administrative problems. ,

It is critical that the policies and procedure unit
function officiently, therefore, the Study Group
recommends that thfs 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 HI-C-9)

The problem in issuing timely and comprehensive
regulations and policies occurs, apparently not only in
BSFA, bu,t throughout OE. HEW may therefore want
to consider whether , the regulation and policy
function for SFA and all other OE programs should be.centralized in an organiiation reporting directly to

Commissioner.

Training, technical assistance, andl3ublic informat'n
are key aspects of the policies and procedures
function. Training should be made available to HEW -
OE personnel, student financial aid administrators
and business officers at postsecondary institutions,
high school counselors, lenders and State officials
concerned with student aid, etc.
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Data Systems
Management
Unit

Technical assistance is ,the rendering of expert
counsel or aid to §chools and lenders in preventing or
correcting an in,stitutional.deficiency or imiirkOving an
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
studelit financial aid office; and to the improvement
of a grant or loan accounting system.

Public iofor.mation 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
training, technical assistance and public information
functioni should be assigned to the unit responsible
for the developinent and dissemination Of policies and
procedures. Most training i5 aimed at the
dissemination rand tlar4fication of rules and
procedures; herfce, there is much to favor the
oversight-orrpresouation of training programs by the
off ice responsible for and, presumably, most
knowledgeable about such rules and regulations.'
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 presenting the training sessions,
and a Coordinating role in the development' and
sc ling of training activities. The varied nature
of he counsel and assistance which might be provided
educational ihstitutions 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 Regiohal offices.

Literally millions of documents ranging from
application forms, awardi notices, payment notices, .

etc., are received and issued annually by BSFA.
Therefore; the coordiK:ited, 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
programi design and operate their own ADP systems
independently of each- other; With little if any
coordination or monitoring.

The Study Group believes the importarice 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 accompliified and mightainaude the collection of
data required for evaluatidn and planning. For the
GSL program. the process includes the identification
of lending institutions and their borrowers, the
recording and verification of loani, 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 program' includes some of the above tasks as
well as the allotment and reallotment of funds and
notification of awards.

For the SEOG and CW -S programs the operations
process included receipt and review ,of institutional
2pplications; notification of awards allotment and
'Feallocation of funds; and the recoodiliation of cash
and award.rePorts. The-BEOG program includes 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
typicallk 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 bet ter coordinated.
Accordingly, the Study Group recommends that a
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The Role of
the Regional
Offices

\

single loan operations unit be established for the GSL
and NDSL programs and a single grant operations utiit
be established for the BEN, SEOG, SSIG, and cp-s
programs. Certain activities -a the' operations.
function may best be performed at the Central Office
and others at 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 Offices:

1. Conducting on-site reviews of . participating
institutional, linanci&I, 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
(01G) (See Chapter III, Section E). To the extent ,

that supplemental reviews are necessary they
could be performed by Regional_ 'staff in
accordance with review guides established by the
BSFA andt5IG.

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.

5.4 Providing, x anded input into the regulations and
policy development process.

6. Providing a communication link with Federal and
State agencies. . -

7. Acting as liaison with institutional and SFA
associations.

8. Serving as'a primary local resource of information,
and assistance for communicAtiori with students,
schools, and lenders.

148



III-B-2 Combining the Federal Program of Insured Loans to Graduate
Students in Heap Professions Schools and the Guaranteed
Student Loan Program

Recommendation

The Study Group recommends that the Federal program of Insured Loans
to Graduate Students in Health Professions be integrated into and
administered by the single Bureau level administrative unit recommended
in III-B-1.

Rationale

The National Health PrOf etions-Ftderally-Insured Loan-Prograrrr is sitfritar
in many imi50Ftant 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:

III-B-3 Personnel Managenitnt

Recommendation

The Study Group recommends that:

(1) The job descrAtions of the SFA'staff at the Central Office and
in the Regional Officei be revised to describe more accurately
the duties actually performed and that common job descriptions
be written for like duties regardless of where organizationally_
those duties are performed.

<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 for use in determining staffing

requirements.

(4) OE expedite the staffing of the Bureau of Student Financial
Assistance.

Rationale

There is much similarity in many of the actiyities performed under the
SFA programs, and the woik of those performing them. The current job

1_49

%dr



Ift

'LA

/-

. -.4. .

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 and SFA offices.

a.'
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C. Management

BACKGROUND AND ISSUES

In a broad sense this entire report concerns the management of the
student financial ,aid programs. However, _this section specifically

considers the internal operations of the Office of Education and the
operations of other organizations involved in SFA, especially the
educational institutions.

\ Internal Controls and Separation of Duties

410 -
The quality of management is largely determined by both the extent and
manner of how duties are separated and how controls are established. A

ab system of management checks and balances is a particularly important
aspect of the separation of duties and internal controls. Management
controls are the meaukthrough which work can be processed in an orderly
fashion, bottlenecks an low performance can be quickly identified and
resolved, and the work performance of an organization can be routinely
monitored and kept on schedule. Appropriate controls encourage positive
competition and cooperation among involved organizations.

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
r,esponded 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.
Recently, the Study Group found essentially the' same deficiencies in the
current operation.of the NDSL programs by the Central Office.

'Management Information and Data Collection

Effective management is predicted on the availability of op-to-date
reportsilhd information which notonly outline,curren't activities but also
project ev@Itts. Several reports on activities in the student financial, aid

,Ila-

2U.S. C.A.O. Report to the Congress by the Comptroller General
of the U.S. Examination of Financial Operations for Fiscal Year 1975.
February 10, 1977.
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programs are current available to officials in the Bureau of Student
Financial Assistance, and to managers at other levels of the Office- of
Education and the Department of. Health-, Education, and Welfare. How-
ever, the Study Group believes that these reportS are generally inadequate
-as a basis for informed decisionmaking. The ;availahle,information and
reporting, systems hair developed on an _ad hoc, -uncoordinated basis
withciut a comprehensive consideration of what infONAtion is actually
needed by decisionmakers at various organizational levels within HEW.

.The tudy Group believes Mt OE needs' td assess Carefully its ir`lormation
need§, considering the differential needs of . managers with various
responsibilities, and then to design a system which meets those needs.

'The' Group is also concerned' with he 'uncoordinated data collection
practices of the SFA prograpiks 'and e burden such practices .i,rnpose' on
educational institutions arW: lender Each SFA&peogram requires
institutions to compile andsubmit arately cornO'Trable, information.
Additionally, much' of the data collect d are not 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 of

_which are of questionable valelity. Although instit tions should4continue "
to be required to collect data which serve alid Federal need, they
should not be asked to continue to p data Whih serve no useful
purpose or are duplicati where accuracy" is questionable, and the data
are not validated.

,

Uttlization and Procurement of AD10,..t
.

ADP is vital to how well the student financial ,aid pr ams can be
hdministered. Resource art* time constraints preclud the Study Group

4. from delving intE 'this area ;to the depth which ould be desirable.
Nevertheless, the Group is deeply .concerned abo t, and urges HEW to

, undertake a fullscale review of,. all student financial aid ADP operations.

The Stitly Group is also concerned overithe continued propriety of the
long-term contracting for major ADP systems. Contractor services are

41 obtained tor virtually all ADP services used by the student firiancial aid
,programs. The systerna are comprehensive and the dollar values,of the
contracts are large. Without question, contracting was the only realistic
course of action open..to OE officials initially. '41* Federal'policy on
computer utilization in OMB Circular A-76 greatly encourages'deeloping

Tn.:house ADP system capabilities... Stibi? the facilities, staffing, and

'P4
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expertise which have beery developed by the current contractors as a
consequence of their initial selection, is egreat as to present the danger
Of foreclosing the possibility of competitive proposals , from other
potential contractors for future procurements.

The Study Group has a related concern abobt the integiity of the procure-
melt process-for ADP services. t The GroLip'S Concern is best reflected in
the findifits of an HEW study on the psi.. successor system issued ih
Januajy 1977.3 The study concluded that the "management control
techniques used in &contracted effort were not sufficient to protect the
department." In addition, it noted the lack of "alternative means of:
loviering the cost of operating the computer hardware for the system.
docume2tek

a
d management and financial controls, a task-oriented work

structurUas ciated with specific end -products, audit trails within the
contractor's accounting system, and assurances of the transportability of
systems developed by contractors."

The HEW'st reconlinended that "no future effort of this scale should be
undertaken w thout 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 tt4 contracting for major ADP support systems.

!lunation for Institutional Administrators

The management of Federalltwilent financial aid programs at the
institutional level his been hindered by irregular and infrequent issuance
of interpretive 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
aicourAbility. Imprpved management in these was would result in more
efficient delivery of funds to students, and also would serve as a deterrent
to fraud' ind abuse.

.,
=

31.1.5. Department of Health, £duration, and Welfare. Office of the
Ass1stant Secretary for-Management and Administration. "Report on the
Status ore* Guaranteed Student Loan Program SOctessor System."
January, 1977., (Typtirm:ritten)
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A clear Aatemenif of the national- purposes to .be 'served by Federal
financial aidlyrograms 'and elineation of specific goals and purposes'l,to be achieved by e1e ams are essential to gdod management
practices at the local evel. .

It is important that. rules and regulatIoni 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 authdrity to develop and promulgate regulations
has esulted 'in conflicting terminology and incongruent demands being

ed upon the financial aid administrator. .,

Further , in the day to day operations of tlfe-SFA prdgrams, there too
often is lack of clear policy, conflicting policies,. or conflicting
interpretatipns of policy. Institutional admInistrators, as well as Regional
Office personnel, can search for a Central Office opinion which most 1-
closely approximates their desired course of action..

Payment of Allowance to Schools for Administrative Costs
A.

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 rdiscretiorif 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 schools accept the responsibility thrust upon them. Bisit
it is abundantly clear that the exercise of these responsibilities generates
costs, in many instances sizable costs.

The National Institute for Financial Aid Administration (NIFAA)-
conducted a study in the fall of 1975 to determine the cost being incurred
by. postsecondary educational institutions related to the conduct . of
Federal student aid programs: 512- institutions were queried; 197
submitted useable responses. The average reported 'expenditure per
student was $101. The costs, 15'y type of institutionj_ in the NIFAA's study
were:

Per Student
Type of Institution Recipient Costs

4-year public institution
4-yewprivate institution
2-year public institution
2-year private institution
2-year proprietary or Voc/Ed

4
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$ 97.00
106.00
104.00
111.00'
103.00
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The National ,Association of State' Universities and"Land Grant Colleges
(NASULGC) estimated the costs per student at its omember institutions -to
range between $40 and $50. The cost differences shown in the NIFAA's
study and the NASULGC's estigiate may be attributed to at least two
factors: economies of scale and the met s used by these organizations
in determining institutional costs of SFA 9gra'rns.

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 #nd 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 payMerit to institutions 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 die 4-percent allowance for the
campus=based programs has been put into effect, funds have' not been
appropriated for the BEOG andGSL allowances.

The Study Group believes that neither the campus -based formula nor the
BEOG /GSL capitatioh 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 prograg-is. are not reimbursed by the
Federal Government, regardless of the rationale for nonreimbursemeRt,
they must be recovered from other sources ultimately from the student
through increased tuition and fees, The Study- Group is therefore
concermed about the establishment of public.policy without benefit, of

lata on the costs incurred by institutions in administering SFA.program% .

The 'Study GrOuP believes that, given such reimbursement, -institutions
should be expected to administer SFA programs in a responsible manner.

0.

Revising Current Program Policies /
In the course of its examination of SFA programs, -the Study/ Group
identified several inconsistencies and fettures of the:legislation and
regulations for SFA programs that have"caused confusion and problems,
and where legislative change's or modifications in regulations would be
appropriate. Most of the 4egislaiive changes which the Study Group

/
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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
-relate to the imprpved management of the programs are presented in this
section. In addition to these specific 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.

RECOMMENDATIONS

Management

Operating Procedures

III-C-1 Internal Management Information and Reports

111-C-2 Collection of Data

III-C-3 Computer Utilization

Control over ADP Procurement

III-C-5 Consolidation of Financial Reports

III-C-6 Reas*ssment of BEOG Report

III-C-7 Coordination With Other Federally Supported SFA Programs
et

Policies and Guides

III-C-8 "Statementtatement of Intent and Purpose

r III-C-9 Streamlining the Regulation Procesi

0 Development & Dissemination of Program Manuals
0'

III-C-1 1 Establishment of Regional Support Centers

1Policy Changes -- NDSL
it -

III -C -13 Policy Changes -- BEOG

III -C -14 Policy Changes -- Campus-Based-Programs
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III-d-15 Policy Changes 7 CW-S 77 itUdentearnings

Payment of Administrative Allowance to 'Educational Institutions

III-C-17 Clarifying Responsibilities of Institutions

III-C-18 Financial Aid Transcript

Miscellaneous

Payment of Permanent and Total Disability Claims

III-C-20 Access to Central Student Loan Records

III-C-21 Reassessmeht of SFA Programs

III-C-1 Internal Management Information and Reports

Recommendations

The type and frequency of Bureau of Stud tint Financial Assistance reports
presently provided to various levels of OE management are inadequate.

The Bureau of Student Financial Assistance should provide its sown
managers and that of OE and HEW with periodic status reports on its
various operations. The reperts should be issued with such frequency and-

, contain such information as is necessary to make the addressee
appropriately knowledgeable about SFA operations.

Rationale a

Managers cannot manage effectively without current information and in
sufficient detail to give accurate insight into what is happening, what is
not happening, aJ what, is expected to happen in their organization. Such
fundamental information as the following is not now provided

f.

1. Listing of lenders in the GSL 4nd NDSL progra'ms ranked by dollars'
loaned, GSLdefault 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 I status;

4. Reports on audit and fiscal compliance reviews;

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. necessary actions (Early
Warning System).

III-C-2 Collection of Data

Recommendation

The Study Group reconimends that

1. The data collection activities ig . 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

M The present time, data collection and analysis efforts reflect the
fragmented nature pf the student assistance programs. Moreover, Much
of the data collected are not used and are of questionable value.

Efforts su that of the Data Management Task Force which exanied
the data processing needs_of.--the.---raltikis--raseg programs should be
supported.--HOWeVer, 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 I) in generating information relevant to comprehensive policy
analysis of all of the Federal student aid programs, and 2) in prriding
Coordinated information which would assist in the early identifitation of
"problem" institutions. Implementation of this recommendation would be
a step in the`transition toward a central information depository.

III-C-3 Computer Utilization

Recommendation."'

The Study Group recommend% that HE,/ arrange an independent full-scale
review of all SFA computer operations. The study should cover.
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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 conttraints 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 sepa?ate and largely uncoordinated systems of the
various SFA programs' constitute an efficient use of ADP
technology and capabilities.

Rationale

ADP is essential- to SFA operations and.the management of the SFA
4programs. 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.

HI-C-4 Control Over Automatic Data Processin: 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. I 4v'

Rationale ti

Because b#fhe technical complexities often _ inherent in ADP
procurertents, 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
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 means of,
monitoring/coordinating as an integral part of. the management
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. Structiiiing technical review panels to prevent favoritism' in the
val ion of contractor proposals. Panels should include a sufficient

num r of knowledgeable individuals who are truly independent -of the
Btreau of Student Financial Assistance to insure integrity In the
selbction process.

3. Handling feasibility studies and implementation services as separate
transactions.

4. Breaking clown large systems projects into tasks and end products
separately priced out and with stipulated 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

le,asonable cost.

6. Specifying clear time a d expenditure limits, in feasibility and other
procurements s whi ace ncertain in outcome, beyond which work
cannot proceed without a positiv& formal determination by OE that
additional efforts would be lruitful.

III-C-5 Consolidation of Financial Reports

Recommendation

The Study.Group recommends that: *a.

fk, Financial reportg required of the various Federal SFA programs be
donsolidated to the maximum degree possible.

B. The consolidated report should be designed andtimed to
interrelat with DFAFS cash reports and shout( be used to
compare y sh drawdowris with reported program activities. 4

C. In cogsoli ating these reports, the statistical data on the income
chtarac istics of the student population receiving campus-based
awards currently required on the fiscal operations report should be
reduced or eliminated.
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Rationale -
Separate expenditure reports are currently required frbm institutions for
the BEOG and the campus-based programs. These,reporti could be readily
combined thereby reducing paperwork and processing effort. Additionally,
the BEOG reports are a means of continually relating an educatiottil
institution's reported program activity to its cash requests. Hence, they
should be designed to include inTtrmation compatible with that contained
in DFAFS quarterly reports and scheduled to coincide .with those reports.

5
III-C-6 Reassessment of BEOG Program Report

RecommAdation

The Study Group recommends that the BEOG procedure for processing
institutional progress reports and for making adjustments to institutional
payment authorizations should be reassessed in light of the high error
rates being experienced in the data submitted, delays resulting' from those
errors, the additional workload that educational institutions cause by
submitting "ad hoc" reports, and the recent requirement for biennial
institutional audits.

Rationale

The BEOG progress report is meant to verify the propriety of institutions'
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 submitted in the report.
There is some evidence that as a result of prOcessing delays, educational
institutions are submitting second reports, further increasing staff work-
load and increasing the potential for duplicate payrbents. Additionally,
the system is of questionable protection against educational -institutions
which .would seek -to abuse the ,prOgram. A considerable amount of staff
effort and contract funds are being devoted 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 authoriiations of educational institutio .at fail to
subNit a Student Validation Roster (SVR) or progee reports -without
supportive Student Eligibility Reports. However, t tudy Group believes
the processes are sat seriously eroblem-ridden as td require a full
reassessment.

f61
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III-C-7 Coordination With Other Federally Supported SFA Programs

Recommendation

In establishing policies and procedures, data collection,-accountability
requirements, etc, efforts should be made to provide closer coordination
and interaction betA,t7c4n the SFA programs administered bye Office of
Education and other Federal programs that provide financial assistance to
students.

Rationale s

The SFA programs administered Sy the Office of .Educatibn are but a few
of many student aid programs funded by the Federal Government. The
best use of public monies demands that all such programs be administered
in concert with each other to effectively utilize the available funds.

III-C-84 Statement of latent and Purpose

Recommendation
1

The Office of Education should clearly set out the purpose of the SFA
programs. Furthermore, the purpose of each of the programa, individually
and in their relation to each other, should be dearly stated in language
coo :orlon to all programs: Such statements should include the Federal"

---"N-Governmen,t's intent for the use of Federal funds in relation to non-
Federal student aid funds.

Rationale

The lack of ,clearly stated national policy on the role f the OE SFA
programs 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 atsbOth the
regional and institutional levels. OE must' provide greater direction
regarding the most appropriate use of OE's student financial aid funds.

III -C -9 Streamlining the Regulation Process

Recommendation

1. The Study Group recommends that the Of_fice 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
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given ,regulation, representatives of the constituent groups 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. Unkr the functional organization proposed by the Study Group the
Office of Education should consolidate the development of student
financial aid regulations.

Rationale

The goals and objectives of the individual student financial aid programs
must be implemented by rules and regulations thatare both/internally
explicit and consistent within each program and exterrially ompatible
with other Federal programs. The present system allows each program
office to develop its own rulers and regulations. The decentralization of
the authority to develop and promulgate regulations has resulted In
conflicting--terminology and incongruent demands being 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, no 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.

III -C -10 Development do Dissemination of Program Manuals

Recommendation

The Office of Education should give immediate attention to the
development, and diss'emination 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 response: ilities for all aspects of SFA programs,
from the, OE Regional Offices, and represerftatives of the Bureau to assist
in- the development of such 3 set of comprehensive guidelines. The input
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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 available for used by the 1979-80
program year.

The preparation of ,these guidelines should not await the promulgatiori of
regulations but should be preparecl,sto the extent postible, in conjunction
with them.

Rationale

In the past, rules and regulations governing particular programs have been
translated into procedural guidelines and manuals to provide direction to
the management of the programs at the inVitutional level. However,
publication of these management guidelines has not kept pace with the
promulgation of new rules and regulations. Thus, institutional financial
aid administrators have been left to their own devices in interpreting the
egulations and in developing management procedures to insure

programmatic intent. This failure to develop and publish current
guidelines has made it difficult for OE to hold institutions accountable for

, their administration of the programs.

ment ofdditional confusion has been created through the development\
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
this, did not fit into the scheme of administration by program.
Furthermore, administrative procedures have been recommended by OE
which ,ate sometimes inconsisteV with normal. institutional management
practices. ! This illustrates t' need for institutional input into the
develqpment of management guidelines to be used at the local level.

. Topics to be included in such guidelines include the following:

,I. General Program Descriptions (including a discussion of the philosophy_
of Federal SFA programs) geared t'O' those who are tangentially and
officially concerned with student financial aid administration, e.g.,
presidents of institutions.

2. Eligibility Information pertaining to institutions, programs and
students.
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3. Student _Budgets and Family Contributions including' research to
develop reasonable institutional
standards budgets, the need sy
computational formula for fam
of the need...sytern output, verification of data, a 4f adjustments to
need, docurnenr..z

udgets, appropriate adjustments to
's impaCt on student budgets, the
contributions, calculations, review

4. Pa'ckaging.Philosophies

5. Office Management including forms design and review and sample
forms; financial aid advisory committees; available training,
professional associations, newsletters, etc,; design internal controls for
effective management; and the coordination of aid programs,
overawards, and recovery of overawards.

6. Specific Program Descriptions including SEOG, N.DSL, CW-S, BEOG,
GSLI and other aid, programs including Health Professions and LEEP.

Topics to ilcovered in the program descriptions would include:

a. Institutional, program, and student eligibility;
b. Minimum and maximum awards (annual and cumulative);
c.
d.
e.
f.

Student application process; -

Required documentation;
Disbursement; and
Records maintenance.

70 Fiscal Recordkeeping

8. Reporting Requirements for DFAFS, Tripart and BEOG.

9. Billing and Collections JL,

10. Evaluation -of Financial Aid Operations including self-evaluation,
. program reviews, and audits.

- 11. ADirectory of Regional and Central Office Staff including their
designated areas of responsibility and glossaries of terms used in
financial aid programs.

12. A Calendar of Financial Aid Events

13. ADiscussion of Financial Aid and the Law including a discussion of
-"the impact of various legislation (e.g., the Buckley Amendments-and

affirmative action requirements) on the operations of the financial aid
--off ice.
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111-c-I 1 Establishment of Regional Support Centers'

Recommendation
-
The SfuO.Group recommends ttpt:

a) The Regional OffiCes be utilized as support centers for the rendering
of technical' assistance and training to schools, lenders, and students.

,

-b) OE's Cemtral Office provide consistent policy direction to the Regional
Offies so at a uniform interpretation of rules, regulations, and
program management directives isachiesied.

c) The Regional Offices be staffed An a fashion which would 'allow an
adequate level of Support services.

R;tionale- 77\

e

There is no- clearly defined source of program wpport services. Without
such fixed responsibilities there is no accOuntability; moreov,er, there is
often 'inaction. Institutional financial aid administrators, as well as--
Regional Office personnel, can therefore "ship" for a Central Office

At" opinion which most closely approximates, theirdEiired course of action.

The support service which have existed are carried out on a "time
' 44aVailitble" Ipask T Kaye. been s squeezed in among a host of other "41-

,responsibilities due to lack of perio4inel.

.

III-C-42 Po. ChangearNDSL

itecommendotion i
4' . ,.

_
. .

''?

The Study:Group recommends lit:
OE issue instructions en a tqan is to be Ontderedlitefault.

,
2. /OE irk instructions on the lAnOling of d aulted loans by edu,ional

V I
. ,

3. The canLIellation provisions for teaching, Head 'start, and. military
4Service be droppe from futurVoans.
. ; .

Iss The -grace perio and loan payment arnants,be flexible between
.... , .

student and eddc tional,institutions_within'lintts'established by OE.... ,. - A .

..
5. InCrea creffort

0
be made to devise a method yherobV students having.

t1/440 or more lo iii paymerPts, status ca consolidats their, loans and
.
,payinents.,e . .
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6.The "207" provision, allowing educational institutions to borrow their
-c. matching portion of the loan fund from the Pefferal Government at a

favdred rate of interest, be eliminated.
.

Rationale

The current rules under whicthe NDSL program is administered create a
variety of management problems for educational institutions. Several of
these rule's are unnecessarily restrictive (such as the provision that allows
Ale write-off of loans math principal and interest balances of ."not more
than .-$2"); others havr outlived' their purpose (e.g,, the cancellation'
provision for teackers). They do not contribute to a better accountability
of Federiifunds but they are burdensome ancrcostly to the schools.

The Study Gioup 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 institution, each
contributing from, its own resources. Further, educational institutions -;
which borrow under "207" are given preferential treatment, by virtue of
the low interest 4te charged' such borrowers, over, the educatiVI
institutions that secure their funds on the open market._ .

III-C-13 Policy Changes - BEOG-k

Recorrimendation

The Study Group recolnmelnds that: ° ` ,_
. '4

' f.1. The Paym'ent Schedule developmept be timed. in a way to allow Its- distribdtion at approxima.tely,t skrre'etirhe as-the EtEQ applications
to which it wiall relate. 4,

. 4 1 4 1 ' j

2. Average costs be used for students on carinpus room and board rather.
- thanactlial cost.

3. The -computation procedures used for summer awards be clarified and
published well in advance.,

)4. Institutional student financial aid administrators li.given discretionary
authority to deny or limit the Ayrnent of a BEOG for a prior academic
period(s) if such a disbursement of funds results in an aggregate award
that exceeds the student's fironciat aid package.

. -

RatiOnale.

1. The Payment Schedule is table "which fridic-ate§ the amo. unt of a
student's, BEOG award given the student's eligibility index and cost Of
attendance. The table reflects the ieire1 of awards which can be paid

* -given the amount of funds available for a particular year. Using this
I
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annually issued 41e, 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 khedules are issued too late
in the, year. Normally, they have appeared in May, after many
institutions begin the awardibg prbc&ss. The process of develop's-1g
payment schedules should be accelerated so that they cdri be issued
when BEOG applications are issued. .

2. The cost of education used on the payment schedule is unnecessarily
complex. The detailed corriputations pose serious prob1tms 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 indetermiriate when awards are sent, and are commonly ganged
during the year, etc. Even the determination of the room ape board
plan selected by the 'student poses management ptoblems -in many
institutions.. It would be desirable to allow institutions to use average
rather than actual costs for room and,board expenses.

3. The process for detimining summer awards to educational insti4
ii'tutions must be clarified arid published priory to the summer - award
'period. Publishing after that time causes institutions to mate

unnecessary adjustraen*

4. The current BEG application may be submitted any time' prior to
Mat'th 15 of thte academic year.' The Student Eligibility Report which
is generated and subsequently submitted to the on may be
used to provide a BEOG for current and subsequent academic per
and for periods already completed. - Such a practice can case
significant management problems.

tr
HI-C-14 Policy Changes Campus-Based Programs

RecommendatiCra

'The Study Group recommends that OE; dimLt ,

1. Seek a change. n its appropriations legislation to delete the distinction
between SE0 Initial-Year and SEM Continuing-Year Funds.

2. Seek legislative authority to allow schools greater flexibility in the
transfer of fuhds%etween the GW-S SEOG programs:

3. Define the term "*pleMental" in relation to fincial aid packages.

-4. Eliminate the SEOG "matching" requirement. ,
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Rationale

Prior' to the Higher Education Amendments. of 1972, there was clear
. priority, given to continuing ,year (then called renewal-year) students in

both the tripant application review and_ awarding process. The
Commissioner determined that the amount available for initial year-funds
was to be caldulated by subtracting the total amount recommended by the
panel for renewal students from_the total dollars_available. At the
institutiarral level, educationainstitutions were obligated to takeT-care of
their eligible continuing itucTneis first, even if it meant' utilizing their
initial ye it authorization to W so.. (Art initial -year award is the --first
SEOG awarded to a student. Awardsfor subsequent academic years are
deemed to be continuing-year awards.)

;fit conteitence.debate on the Higher Education Amends of 1972, there
was strong -sentiment that too much preference had been afforded the
continuing-year student. Therefore,- separaie appropriations 'were
maKdated so .tha* the Congress deuld make certain that-some minimum-
ambunt of money was r ,served for initial -year students regardless of the
need for renewal or conitnu ing"-year funds.

'The appropriaon language has not, however, been consistent with the
authorizing Miguage 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.'
Therefore, the control that the Congress desired has not been exercised.

Providing a single SEOG authorization to institutions will _promote equity
in meeting the needs of students and will eliminate the burdensome%nd
unnecessary complications of the current system..

9 The Group 'also believes that due tofluctuations in both the levels of
appropriations for the CiNtrus-based programs, and in the demand for the
funds, it is '-neceharyi to provide institutions increased authority to
trantfer, funds between the programs in order to alleviate Shortages or
excesses whiCh, may occur in specific programs. The Study Group is.
particularly concerned about the flunctuations in funding. which may' be
available to institutions from year to year -- fluctuations which-may result
in significant, yearly variations in ;'institutional packaging philosophies.
These' yearly changes in packaging;ace difficult administrativefi,.to sap.
nothing of the difficulties 'in explaining deviations from normal financial'

'aid packages to students..
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The SEOG program requires that Federal funds be "matched" with another.
type. of aid:- With the advent of BEOG,- the matching requirement was ,

eliminated. This, step diminished administrative requirements
,significdntly in the areas of recordkeeping, monitoring and auditing.
e

-111=C-15 Policy Changes CW-S Student Earnings

Recommendation

The Study Grip-recommends that:

1. Institutions 'be allowed to transfer students who have 'earned theilull
amount of their CW-S awatid to the college payroll without penalty of
overawarding.

2. Students not be able to use the loss of CWIS employment as a basis for
fil.ing claims for unemployment compensation, or similar programs
designed to assist,those who lose regular employment.

Rationale

The attlege Work-Study program requires more administrative - effort by
institutions than any other WA 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 monitoring of all monies paid to:a student
whether from Federal or -non-erieral sources.

It is most difficult to *project student 'earnings, and students are often
forced to terminate their employment midway through the academic
period because their need is met. To cause. students willing' to work to
'cease their employment because_gf an artificial limit on earnings seems
counterproductive.

4

Finilly,*the Study Group believes the use of CW -S employment as a basis
for unemploptient claims is a violation of the spirit, if not the letter, of'
the . law. Such 4aims against the employment compensat n program
should not be permitted.
I.

I
4

111-C-16, Payiment of Administrative Allowance to Schools
..

, ..
RecomSendation ,

.
,

The StudyGroup recommends that

-1. 'Educational institutions be paid an appropriate allowance forIlkspcosts

4
i7o

1
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incurred in administering theSFA programs.

2. The amount of the administrative allowance be established through a
representative sample survey undertaRen to identify the costs involved
in the administration of student aDd programs and the appropfiate
means of reimbursement. The survey should identify:

a. The type of services and administrative activities involved in the
administration of student financial aid programs, both Federal and
non-Federal;

P
'b The costs related to those services and activities;

. _ ,---
c. The extent, if any, to which OE SFA 'programs required more or

less administrative effort on the part of educational institutions
than other student aid programs; and

d. A simple methodology for determining those costs at individual
schools or computing an aggregate formula, rate, or amount that
will reasonably approximate such costs and which can be used as a
basis for reimbursing all edticational institutions.

3. Given such reimbUrsement, educational institutions should be expected
to admOtiister SFA programiiiligently and with a responsible. attitude.

Rationale

There are cOlts involved in administering OE student-aid programs, and
revenues must be generated to cover those costs. It is proper that the
Federal Government compensate educational' institutions for their costs
related to Federal programs. It is especially proper Since educational
institutions will likely be expected to exercise greater discretion and
oversight in administering SFA funds in the future thanithey have in thee
past. Failure of the Federal Government to reimburse institutions for
their costs results, in the ultimate shifting of the' Costs to all students in
the form of tuition- and fee increases. The present formulas, howevA are
+tot adequate. They contain the potential for underreimbersing some
edgcational 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 adrninisfering a $500 grant. Yet,the campus-
based programs would reimburse twice as much' for administeting' the
$1,000 grant as for the $500. The $10 per student fee proposedfor the
BEOG program is also flawed.
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,
III-C-17, Clarifying Responsibilities of Institutions

Recommendation

The Study Group recommends that responsibility for the administration of
student financial aid programs including the BEOG be 'precisely defined.
The definition should include a, description of the responsibilities for
verifying student-provided information on income, reporting _known of
suspected discrepancies in such data; and recovering overpayments.

°
Rationale

There is confusion,among institutional officials, particularly in regard to-
the BEOG' grogram, about institutional responsibility for the. accuracy of
data, the amount of vigidationexpecteOf the educational institution, the
requitement to' pursueM studen; for repayment of an overaward, etc. The
BEOG staff has found it difficult to be demanding because of its inability
to vpply. the et.cdtional, institutions with an-administrative allowance.
At same tiA, it is becoming dearer that only at the institufional
level can such monitoring and-coatipl be effective. The Study_ Group
urges that a dears ment of pstitutional responsibility become a part
-of the -regulations. --

III-C- Financial Aid Transcript "N..%

Recommendation. te

The Study Group recommends that thi Office of Education. assist in
developing a standard financial aid transcript for use by:schools in
Monitoring students' financial aid.

Rationale

4n order to make certain That cumulative award limits for the ederal
programs'are not violated; financial aid administrators mu ocument the
financial aid award(s) received for each student who has previously
attendid a postsecondary institution. rrently some irfstitutions use
individualized letters or forMs to re t such data.- Others use the 4..
Finahcial Aid transcript !developed by N SFAA. Each yarie's in content

°and the format. of the information requir
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The efficlencies 4ccorrrpanying, a standardized form, are evident.
Familiarity with tikform will result in, more expeditous-cbmpletion by
the receiving i ution. Secondly, a on e an institution has completed
the finanCial aid Bran ; t for a ktuddnt, a copy of the forrri,may he used
to satisfy all further infor iotial requests concerning that individual.

11.1-C-19 Payme
.

_bt of Permanent an Total Disability Claifng

Recommendation

The Study Group recornmends prompt proceising.of 'permanent and total
disability claims of- Federal student borrowers by the Office of

- Education. --

,Rationale

MediCal reviews of permanent and total disability claims are made by
Social Security Administration (SSA) physician's.- The; time it takes tg
process the claims through SSA is unreasonably long; 1 year is not
uncommon. The Group believes theire 'should-be alternatives tithe use of
'SSA doctors; e.g., a certification qy two physicians other than the
claimant's ph_ysician.

itt

.

4
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III-C-20 Access to Central Student Loan Records-

Recommendation
N

The Study Group recommends that the Gfle of Education develop the
"on-fine" capability-)o obtain access to the student loan records in the'
Office of Education's student loan, central files and provide low. or,nor
cost terminals tothe State, guaran,teed loan 4g6ncies in order, toproLide
them access 16 the central loan recordk However, proper' controls Aver-
the use of fhe da,t1 should be developed.

Rationale

J

The. Study Grotip is aware of the %extremely. difficult Fecord keeplfig
problem,s associated with the Guaranteed Student L6an gram and tie
even greater' difficalt?in e blishing a record keeping uctute that
provides ready access, It ist Group's belief that the lack f an easily

. accesible record system inhibi the _communication of an individual

./

4
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173

4

4



4

borrower's total guaranteed (Federal and State) lOan-experiencei-Clea0y
there is sufficient need' to merit the expense of developing Ate "on-line"
capability, to obthin access to all the student loan records and p extend
that.ecciess to the State guarantee agenCies. In, such an arrangement,
immediate access to these recofdswill eliminate problems of -students
receiving loans in.-excess' of: the. allowable aggregate maximums, or '6f

, student% who have defaulted son- previous accourits insured one
'guarantor receiving new loans' thrdu,gh a secopd guarantor. With such a

capability the student Kan records 'Could be Verified, ,iipd3ted, .and
reconciled with State records in a timely and efficient, man-her.

ReZsessment of SFA Programs
.

'Recommendation

The ttly Group recomatends that
....

!` A. A major study of the SFA programs be'undertaken to determine:. ,.' 6 t -I
1. Whether they are fulfitling ,their

1
intended ptirpqse; (e.g.,Ito--/

:determine the degree' that all potential student pupulations - such
. as those liVing-in-ruiaiireAS2 are adequately served). .

i
N '

'

,
2, Actual ancnierdekved ilatriegs te.the equitable distribution of

,-*
the programs, ' .

'

3, the ramifications of expected changes in the size of the eligible'
poOlations, likely cbanges ,in social security, veteran's benefits,
olherlentitletnent programs, S\ate,aid programs,' new enrollment
ptterns, the newly 'auth'orized health professions loan program
etc,

5.

The extent foNwhich the SFA
cohventiOnal State and instit
Federal Government.

4"ratris encourage the shifting of
tonal funding Ksponsibllities to the

.

- *
Whether the financial charicteVistics of GSL. borrowers f'save
Shafted with the establisbment 'of_ .new upper limiti Of parental
income and the effect such shift is likely to have on the avail-
ability of loans- for lliwt,r income families and on dr need for ;
additional' grants and work-study tundi.

soi
)

6. The fiscal and social implications of the growing qumbers- of
"independent" students and -parttime- Students applying and
qualifyihg for financial aid.
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7. The needs and problems of the turban commuter, nontroditionat
student' who is typically independent, older; and a member of a
minority group.

8. The general attitude of students, parents, educational institutions,
lenders, and the taxpaying public toward- the -various types of
financial a.id prOgiams and the availabitty of aid funds to-Atudents..

9.'.The reasons for the failure of studeNts who apply for and are
eligible , to receive BEOG funds subsequent4 to attend a post-
secondary school.

-

B. That-stu- dies be undertaken to identify the alterna. . .
programs, includingc,,

1. Consolidati4 some O; the FEKleraCstden t _aid prograrns, including

to the. current

entitlement programs, oi;

2. The establishment of a -single federal' entitlement, prdgram for all
; stedents pursuingan educatiofor gainful employment. .s

- Rationale
t ,

: .

. . 0., - (%

. ..-.
Student financial aid'has grown from relative irlignificance itip.one ofthe'
dominant forces affecting postsecondary education today, ,F Or example,

'I' in the 'space of only., 4 years,' the liaiic Educational' Opportunity' Grant
program his grown fr&m $122" million to apprbximatetY $2 b'il'lion. .State
scholarship and 'grant programs;virtiially non-existent, 20 years ago,
awarded almosi$200 million annually by 197 and grew to $645 million by
1975-76. Federal payment under the GR. rogram for subsidies, interest,
and -loan defaults Is at the $50Q millio .leyel. -Total aid benefiting
students from all ,Fedeial progras is how. estirilatd to be in excess of
$7.9. bitlion. ,annually. , _

;11

In addition to visible- costs,a maSsive
/,

buceaucracy is being Created
within the Federal and State goverriments, educational institutions, and
. lending institutions to adthin,ister the programs. The pfogOms grow ever

_more complex= in ncere attempts to treat all ituderrts institutions
fairly, white curbrAvabuse. ..The Group believe$ it is time to reexamine
the extent tb whfch, and how, financial aid should be provided and to
define. the respective respo*bilities of :the Federal` Gdvernments.State
governmentsAinsttiutions, and .student's and their parents for sharing tie
costs of educatioh and training.

11t
.----
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0 D. Training Institutional Financial Aid Administrators

[BACKGROUND AND ISSUES

HEW relies trevily upon non-Federal official's in carrying Out the three
campui-based programs (CW-S; NDSL, and SEOG). Most of the admini-
strative responsibilities for these programs are carried out by financial aid
administrators, fiical officeri, and other persons in educational institution
adthinistrative structures.- For eampie, it it an educational official or an
institution? not A Federal employee, who determines the 'amount of

,Federal aid funds which a given student will reeeive and who approves
federally guaranteed loans, and it is at the 'Mel of the educational
institution that source records are kept.: Hence, the development of a
cadre of competent student aid administrators; is a ,matter of concern to
the Study Group, as well as to the postsecondary education community.
The/raining of such a body of competent-administrators will greatly a/ssist
OE 'in- the goal oteliminating fraud inand the abuse of student financial
aid programs. .

In addition to 'student aid administra tors at postsecondary iriaitUtio-ns,
1 .

.1there- are other groups involved in student aid at lending institutions and
State agencies. Their influence is pervasiVe; their impact on the policies,
goads, and outcomes of postsecondary education is significant. It is
important, therefore, ,that the professional development and training of
financial did adMinistrators outside the institutional setting go hand-in-
hand with that of those within it 4

... 1. --
4'There i. s a need fbr a, comprehensive training program or .a serfs of

coordinated short-term programs through which financial aid
.-, adronistraIors can develop and sharpen their skills: Unfortenately no such

program(s) are widely available todaf.
. .

440--

*., Before a' successful, program car! be effecti v ly designed; there needs, to,
, - be ,a better. ndeistanding of, and4gree ent on, the kinds of talents whichm
/ financial- aid administriitort ought ,to^ bring to their Ignitions. Once

'agreement on the knowledge and skills equired has been seached, the
training programs necessary to help administrators acquire an'c mar'
that expertise,can be readily developed. ',;

. , ,-

The 'Studi. 'Group , belieVes both these _,undertakings are beyond the
capabilities of OE or- any other single organizational entity. Rather, the
Study Group envisions, and' wishes to encourage a cooperative venture by
OE, with State student aid organizations, public interest groups, and
professional associations concerned with SFA. ..

p
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The need for training has already been recognized by the Congress, in the
Education Amendments of 1976, in its authorization of $280,00Q in
matching grants to States to design and develop "Programs to Increase the
Proficiency 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 th4t authority.

RECOMMENDATIONS

J
Traini

III-D-1 Tjaining

Recommendation

r

The Study Group recothmends that OE-give incentive and guidance to the
development "of a comprehensive training program diwcted toward Those
involved in the manager-lent of SPA programs, including, in addition to
financial aid administrators, chief adrninistraVve officers, business
officers, and non-institutiohal aid personnel:

The training program should utilize a variety of management specialists,
educational environments, and training materials to maximize its
effectiveness. Before a successful program can effectively be designed to
train strident aid administrators, there must exist a better understanding '
of their roles and functions. ,

Rationale -

Although much has been written on the basic skills and abilities common
to successful administration of aid, little or no effort has been made to
determine the level of expertise required of each of these skilllevels.

a
Tftere 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- .abdut student financial assistance at many institutions.
This situation has led to inadequate staffing, underbudgeting, and limited

177
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resources 'at the institutional level, which has led in turn to the high
turnover rate of financial aid administr4tors and, in rurne cases,
ineffective program management. . Through special trairiing efforts
presidents, vice presidents, gleans of students, admissions directors, and
others must be made aware of the complexities and basic management

identified

requirements for the proper and adequate performance of operational
,. responsibilities for student financial assist7ce programs at . the

institutional level.

Once An appropriate body of _icnowlpdge and level of has been-
identified, the curricylorn course matecials, teaching. methodologies,

rational settings, and teacher training, requirements wilFrfollow in
logica sequence. An outline of each of these areas follows: '
Methodologies and Educational Settings .

1, _Master's Degree Programs -- academic year

2. Institute Programs -- 1 week to 3 month curriculum. .

3. Internships -- cooperative programs,- including practical experiebce
0 augmented by classroom study, with or Without graduate credit.

4. Work-Shop Experience" -- efforts to' address specific needs, and
.- techniques, e.g., need'analysi%, fiscal-procedures, interpretation of new

laws and regulations, etc. :
5. Professional Meetings -- regular updating' of aid administratck*- at

State, regional, and national professional meetings.

6. Program Retiews _and Site Visits '-- a one-to-one analysis of an
institution's financiataidoperation by an expert or team of experts.

11

Sources of Trainer's-

1. College and university teaching staff.

2. Expert members.of thesaudent financial aid profession. I

3. 'Representatives of serlite agencies such as CSS, ACT; billing services
. (We.chovia, American National Bank).

. Office of Education staff.
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5. Experts from Federal agencies who 'have ,overlapping responsibilities,
i.e., NIH, HEW Audit Agency, HEW Office oiCeneral Counsel, HEW
Office of Investigation, etc.

6. State scholarihip and loan agency staff.

.7. Experts from related professional organizations (NAcUBO, AICPA,
AHE,.NASPA, and NASFA).

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
-aid prograMming and management, no oAe set of training materials will
satisfy all of these experiences. However soun&Tan approach may be, it
cannot be effective until it is comprehensively defined, fully ref inedand
disseminated for the use of others. :

Training Materials Needed

.

I. A Te)Lt Book on Financial Aid Administration such a textbook would
referer$e various disciplines,: the fundamentals of -which are requisite
to the trained financial aid administrator. Although .a number of
graduate and postdoctoral canditates haze eyed stith an effort,
adecplaie financial sponsorship would assure its c4orripletiorx

Ns-

Z. Procedural Manuals -- regulations on how to establish and maintain a
financial aid office must be developed, constantly updited, aid made
readily available for training efforts. Presently, program manuals on
Goveilimental, and other programs are, for the most part, outdated
and unavailable. While mgdel. manuals are important tools of a
comprehensive training programrit must be recognized at the outset
that that procedural- mane is vary_significantly among institutions-
according to a combination of administrative structural factors, size
and, type of institution, and otheeb-distinguishing characteristics.

Manuals which encourage use of standardited techniques are particularly
useful during interim periods when formal training is unavailable.'

V
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E. Program Integrity
I

BACKGROUND AND ISSUES

With an undertaking the size d breath of the student financial aid
programs (5,000 schools, 18,000 enders, and millions of students), there 4s
no single action or remedy whic can adequately deal with the problems of
mismanagement,- abuse, and fraud. -However), these problems can be
Minimized through an integrated management System designedo prevent
them or to detect and correc them Where they already exist. Many of
the components of such a 's stem have Already been recommended in
previous sections of this rep rt: 1) an organizational structure with an
unambiguous line of authod 2) adequate staffing, 3) clear and timely
regulations, 4) an adequate anagement information system, and 5) timely
handbooks, guidelines, and t ining programs.

This section is specifically

1. Systematic on-Site eviews;

2. The implementati .of emit, suspend, and terminate procedures;

3. The vigorouspurs it of delinquent and defaulted loans.

oncerned with:

On-Site Revie s of Institutional and Lender Operations

There is. no substitut
operations as a,prev
fraud. But HEW has
reviews in the nutn
-every likely to. For
30, 1976, only about

the program were
attempted to fill t
audits" of their 'a
-cohdticted by their
it felt it lacked a

_instittitions have
State auditors, so
inadequate. 4 How
1976, OE now has
clear reading fro
now has the opp
of itt managem
professional Aid'
conduct of such

for on-site reviews of institutional and lender
ter and detector of mismanagement,- abuse, and
ever had sufficient staff to perform such on-site
and depth which might ideally be desired, nor is it
ample, during the period July 1, 1975, to September
00 of the 5,08e schools and 18,000 other lendjars in
ited by the HEW Audit Agency., Although OE has
gap by encouraging the institutions to have special
nistration of the student financial aid program
ependent ,acCountants (at the institution's expense),
rity to require such audits: To their credit, many
audits Performed by independent accountants or

,450 for the period just cited. But even.this total is
With the passage of the Education Amendments of

r legislative authority to require such reviews anda
niress that such authority should be exercised. QE

ity to, make use of this authority as art integral part
eporting system, relying, primarily on independent
and the staff of the HEW InsPector General for the
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Limit, Suspend, and Terminate

If management, abuse, and fraud are to be controlled, educational insti-
tutions and other lenders must understand that violations of deRartment
regulations and policies 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 action's by. OE.
These objectives can be accomplished through the implementation of a
formal appeals' procedure Stied into the certification and compliance
profess. Such a procedure needs to apply to all studen financial aid
programs and t6 provide for school/lender appeals, on the ecord, to an
administrative law judge or an appeal board .independerit f BSFA and
_reporting direclty to the Commissioner of Education or he Assistant
Secretary* for Education. The procedure, however, should not act to
inhibit an action of BSFA where such action is necessary to protect the
Interest-of the Government.

The Congress has already .vested the Commissioner 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 Commissjoner,determines, after affording the institution an
opportunity for a hearing, hat the institution has "violated or failed to
carry out any regulation prescribed under this part."' The Education
Amendments of 1976 extend that authority to the campus-based and
BEOG programs which the study group was directed to review. The 1976
amendments also contain two provisions not included in the 1972 amend-
ments:

1. A hearing on- the recordt required, aad

2. The period of suspension is limited to- 60 days unless limitation or
termination proceedings are initiated withiir that 'time or the
CorrimisSioner and the institution agrees to an extension..

The Suspension 'Procedure applies in situations in which fraud or major
Mismanagement or abuse is brought to light which, if allowed to Continue,
will result in unreasonable risk of substantial loss of Federal funds. On
the other hand, the entire Limit, Suspend and Terminate Procedure applies
in three eventualities:'%

,

1. Situations in Which an institutions with respect to its academic
qualifications, is deemed eligible to be alender, but in which it tacks
other prescribTd'prerequisites such as fiscal stability, reliable record-
'keepin, or qualified student financial aid personnel.
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2. Situations in which fraud or serious miracagement or algise is
brought to light, but in which suspension is ot warranted, or in,which
suspension action is taken, and the school or, lender is, amenable to
corrective measures.

3. Situations in which fraud or serious *mismanagement or abuse is
brought to light, and the institution is unwilling Or unable to institute
corrective action; or BSFA has no confidence thai\ corrective actions
will be taken.

OE has recently published proposed regulations toward iM\ plementing the
Commissioner's legislated authority in each of \these eventualities. With
certain important modifications outlined -in', the following
recommendations, those regulations should adequately serve their purpose.

GSL Collection Activities

..

Student defaults not only tax the treasury and thus the taxpaying 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 likel to lose any sense of
responsibility to repay. Similarly, those stude s who do repay when
others, are not required to do so ill rightly r nt 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 larke' volume of loans becarie due for repayment, the
seriousness of the default problem became more and more apparent. l .

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 just recently - completed a review of GSL:s
collection activities and has issued a draft report, which notes the
significant steps OE has taken in this area but which also notes th'at the
"collection efforts are not keeping pace with the growing inventory of
defaulting student loans." 4

, _

4 U.S.-General ileccounting Office, Collection Efforts are Not in
Pace\vith-the Growing Invento,ry of Defaulted Student Loans. Draft, '
no date, page i.
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GAO has made 'several recommendations, which the Study Group
endorse .

1. Ttiake collectio9 offices require debtors to submit financial
statements as a m s of better determifting their ability to pay.

. -

2. That OE" make greater efforts to cdmprIcmiSe claims wherea debtor's
ability to pay in full is in fact impaired and that guidelines on com-
promise settler14nts be revised to encourage, rather than discourage,
the use of this collection techniques.

3. That guidelines be developed for collections personnel On-procedures
for collecting through offset Or payroll deduction when the individuals
in default are federal employees or former Federal employees.

4. That OE ensure that every Regional collections staff effectively
participate in the program for .Regional level referral of the
defaulted loans to the U.S. attorneys.

5. That a system be established for monitorinie,Regional Office
collection activity. The .systern should be capable ,q1 assessing
whether defaulted loans are, processed to completion koliection,
referral for legal actionor termination) rather than returned to the
inventory, including any defaulted loan cases processed by a
contractor. It should also provide the information necessary to ..isess
the adequacy of collection efforts in each Region,in light of existing
aryl anticipated inventories-of defaulted loans.

NDSL Colliction Activities

The same 'sense of urgency and expertise which OE is directing toward
GSL defaults is lacking in the NDSL program. Unlike the GS1.. program,
the Federal Governfrient. has, no liability to NDSL lenders for loam
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
provides are diluted by students' failure to'repay.

The default and delinquency rates in the NDSL program are high.
Educational institutions are not banks and often do not have the
expertise of banks td administer loans. Nevertheless, as participanledn
the NDSL program, the institutions are stewards of public funds and must
exercise (and be helped to exercise) the diligence and professionalism
inherent in such a role.

18.3
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The training of school administrators would improve the situation( and the
Study Group has made recommendations for training in Section'Ifl -D. The
Study Group has also. noted, in the management section 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

-7 institutions the flexibility necessary to trace 'students and collect and
settle loans.

Student Bankruptcies
.

The Federal-Bankruptcy Law4itvas enacted to give-relief to individuals who
had becOme indebted to the point that their ability to 'repay, based on
their likely future income, was remote. The purpbse of the law is to
relieve honest debtors of the crus14-ing bur den- of heavy-debt in order that
they might live a future produ ctive life unencumbered by their p,at
mistakes. That law, however, is beiVal5used 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-bankruptcy
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
or his dependents." More recently, however, Congress has been)
considering H.R. -6, a uniform bankruptcy law. Section 436 of that bill
would, if enacted/ repeal the GSL bankruptcy provision. To nullify the 5-
year nondischargeability of GSL loans would lead to substantial loss of
Federal funds and encourage even greater abuse of the GSL program.

RECOMMENDATIONS

e
/Integrity

111-E-1 SchoOl/Lender Fiscal and Program Reviews

1H-E-2 Legislative Amendfrients_,- L, S, and T

III-E-3 L, S, and T' -- Basic Eligibility and Compliance Actions and
Staffing

111-E-4 L, S, and T Regulations

.04Collection of D aulted Loans, Intra-Goyeirnmental Cooperation

i;,/
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III-E-6 Assistance in Locating Student Borrowers

III-E-7 Preventing Prbgram Abuse Through Misuse of Bankruptcy

Writeoff of Uncollectable Defaulted Gk. Loans

111-E-9 NDSL Student's Obligati(); to Repay

0 Writeoff Of Uncollectable Defaulted NDSL Loans

III -E =11 Prosecuting Perpetrators of FraLid

III-E-1 School/Lender Fiscal "and Program reviews

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)p audit guides and instructions for use in on-site reviews by

.inder)endent auditors, OIG, and SFA staff. Such guides should cover all
-phases of the review, including -financial condition, mtiagement
systems; and 'collection activities, as well as student eligibility,
packaging, and other program complianCe areas.

B. `b E , 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. Required bienniel audits of institutions And-lenders be the foundation'
upon which on-site reviews are scheduled. Maximum reliance should
be placed upon independent auditors, State auditors, and the OIG" for
the-cpnduet of reviews.

D. BSFA staff concentrate on: performing priority reviews in a ccordance .

with prescribed guidelines in (A) above, performing special reviews as
deemed necessary and providing support services to institutions.

A

.
iE. Procedures be established whereby those institutions which are known

to be potential high risks can be assigned priority reviews.
.

Rationale

Separate reviews of individual 5FA programs are wasteful of resources
and a burden upon institutions. Hence, all prOgrams should be reviewed
concurrently; The legislatiye requirement for biennial audits presents an
excellent opportunity for systematic and thorough reviews of school and
lender administration of .SFA programs by professionally qualified people
without tt/e need for a massive staff build-up by OE-. In addition, the
extent that State iiuditors wc91d be willing.and able Ito partia*Tate should

S ig5
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be investigated. But professional quality instructions Must be developed
which reflect the purpose and scope of such reviews for used by those
performing audits for both school and non-school , lenders. The guide
should provide for a simultaneous review of all HEW student financial aid
programs conducted by a school or lender. It should cove. all aspects of
those programs, including student eligibility;. packaging, accounting
systems, cash management, accuracy of report submitted to OE and
DFAFS, loan practicei, and collection procedures. Separate guides
should be developed for schools and non-school lenders:

III-E-2 Legislative Amendments S, and T
aj.

Recommendation

The Study Group rec mends that the Congress amend the authority it
has given the Canm ssioner of Education to suspend institutions from
program eligibility by providing that:,

I. An institution's eligibility may be immediately suspended for 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 follov4ing customary due process procedures.

2. Suspended institutions be given opportinity to appeal but suspension
remain in effect for the prescribed period unless reversed as the
result of such appeal or otherwise resolved..

Rationale

Congress ha's provided specific authority to' OE 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, how-ever, permit such action only
:after an institution has received "due notice and a hearing. While this
restriction is fully. appropriate in most situtations it does not recdtni4e
the need of OE to be able to take immediate emergency actions in those
situations where failure to act promptly exposes the Goernitent to
substantial risk of loss of funds.

L, S) and T Basic Eligibility and Compliance Actions and .

Staffing

Recommendation

The Study Group recommends,that. the Office of Education regulations on
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Limit, Suspend and Terminate-recognize those activities related to the
responsibilities.of the Division of Eligibility and Agency Evaluation which
differ from the-responsibilities of BSFA.

W
. - .

The. Secretary of HEW 4-id OMB should review carefully OE's.rapability
to implement new regulations on L, S, T actions. Appropriate actions,
should be taken to make certain that sufficient staff and other resources
are-available to meet the Need for effective and timely action.

, e

Provision should. be made whereby State Guarantee Agencies may be
delegated authority to initiate compliance action in the GSLP where
-appropriate.

-Rationale
_7.

r
The Study Group is proposing that there 'be-a two -step eligibility prkess,
one step concerning the basic eligibility of educational institutions and
accredinting agencies, the second concerning the financial conditiop 'and
management of -educational institutions and 'other lenders. It is-
import-ant that the distinction be made -explicit in the regulations and
that the process give recognition to the Arferent organizations
responsible for such actions. . -

The implementation of the legislative mandate. for L,`S and T actions
may require a realignment of resources in OE. This may suggest the
need to reallocate existing positions and seek increases in budget
requests and commensurate appropriations.

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 cii-ciimstances that have
occurred in the past, this recommendation highlights the need to balance
program authority with the program's administrative costs so that
effective control can be maintained, in the management 'of complex
programs. i:

III -E -4 L, S and T Regulations

Recommendation
- 4

.

The Study Group recommends that OE amend its proposed regulations
implementing its legislstive authority in Limit, Suspend, or Terminate
procedures with respect to schools an'd lenders participating in the
student financial aid programs .to:
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1, -Identify the Deputy Commissioner of BSFA as the official respo
.. for making Limit; Susperid and Ter-rninate deCisions.-

sible

Provide separately for limit, suspend, and terminate pr ee,fifIngs. Fo
example, it should be poSsible to pursue limitations w ut having t
"go through 'termination proceedings as presently required in th
propose-regulations. The Deputy Commissioner 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 regulation.

3. Define "suspend"-to include emergency action.

4. Require that where suspension is recommended by a responsible source
such as Regional Office or a State guarantee agency, the Deputy
Commissioner for SFA must act on that request within 15 days.

/-

5. Eliminate ambiguous terms and languge with unclear meanings.
Terms such as "reliable information" and "substantial loss of incomes!
should not be used without more precise definition.

6. Institute a procedure to assure that actions pending or taken under the
S and T process are communicated in a timely_ fashion to those

agencies and offices whose programs are affected by-those actions.

7. Publish and maintain a current listing ofcertified institutions.

Rationale

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 an
the institutions need to follow, seriousness of L, S and T actions dem
that the-decisionmakers be responsible officials-in-4he top echelons OE.
Language such as "reliable information" or "substantial loss of

need
are

so imprecise as to invite contention. Consequently, there a need (6
have a clearer definition of terms so that both 0 taff and the
institutions fully understanq their rights end obtig ns. Additionally,
while the procedures for prhcessing limit, suspend, terminate actions
may be identical, they are- separate actions and s Id bd dealt with
Separately in the regulations. The draft regulation avail-able to the
Study Group did not distinguish between limitatio and ter-mination
proceedings. Instead, limitation actions arose as one the consequences
of a termination proceeding. -

finally, actions taken by _OE in its studept financial id programs could
have important impact upon other Federal a te, -prograrils or
significance to the relationship with an institutien eral and pate
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offices. Hence, it
tion's administration
L,S and T actiori that
Similarly, thoSe orga
certified institutions

ortant that in,. osechinstances where ari\i.s titu-
an SFA program is sk deficient is to warra0 an

o her concerned plarties be appr*'iately notriedi,
tions and others I would find a Oryent listing of
ul, and it should be a'ailable to'them.

.1'1

HI-E-5 Collection
Cooperation..

Recommendation

De aulted Loads \\ Inter- Governmental

. ---
The Study Group recommen*that the Secretary seek the full cooperation''--.

4of all, governmental agencies attempting to recover amounts due on
delinquent and defaulted stude t loans. Furthermore, At. feasibility and
legality of "offsetting" delinquent and defaulted loan amounts against
payments due to the debtor from any governmental agency thould be
investigated. Examples of such payments that might be Used- 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.

Rationale

Since enactment of the Guptanteed Student Loan program, 4 million
student loans amounting to/ $4.5 billion iive bee guaranteed through
September__I-976. Quring this time, $280 miAtion-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 0E.5 The number of defaulting
loans is growing. at an increasing rate, and many of the loans are

\ approaching the time when the statute of limitations will bar court
action. Greater intragovernmental cooperation- would help allev,iate this
problem, but new procedures and policies are needed. One such policy is
that debts owed to the Government can be offset by Federal payments_dtie
the debtor.

The OE collection mandate is the Federal Claims Collection Act of 1966.
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 tb GAO or the Department of
Justice for further collection action. The regulations ("Joint Stairelards")

5 Ibid.
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also provide for collection action against those debtors who are receiving
pay or benefits from-the Federal CoVernment. The-Se Joint Standards
enjoin Federal agencies to toOperate in 'these efforts to offset debts--

ti

against salary or retirement benefits of Federal employees.

Aside from Federal employees,_ the right of offset is sometimes restricted'
by law or administrative regulations. These barriers should be further
examined to see to what extent it is feasible to change the current 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).
However, 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).

Assistance in L/Qcating Student Borrowers

Recommendation

The Study Group recommends that OE take the necessary sfeps to
reestablish an effective locating procedure through cooperative
ar.rangements with the Internal Revenue Service and the Social Security
Administration.

Rationale

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 notifying the lender of a change of address. Then
by the time the loan is due rfor repayment, it becomes a painstaking
process to locate the borrower. Many such borrowers are never located,
and the loan goes into default. .

There are two other Federal sources of more current addresses' of
borrowers"whic might be used.. -in the collection effont. If the individual'
has filled a Federal income tax. return, IRS would have a recent address., If

, the individdal wOrk,s'in employment covered by the Social Security system,
SSA would 'Wive the name and address of the individual's most recent
employer.

6The U.S. Cour of Claims,,'-in Cherry Cotton Mills, Inc. vs. United
States, 59 F. Supp. 122 (Ct. C1. 1 0), upheld a Government set off of a
tax refund a&inst a lar e past dul, indebtedness that resulted from a
defaulted loan. The cou on page 126 of the opinion said that the tax-
payer, "...had no right \to collect ey from the U.S. when it owed a
past due debt of theUnried States...



Intermittently, OE has been, able to assist lending institutions in locating
missing borrowers through cooperative efforts with IRS. These procedures
have been only marginally helpful because of recurring questiaris,,of the
legality of the procedures, because of time lags,. and because of,
qi

con-
cting directions on how to use thisservice. One of the conflicts t

resolved is the question of authorization for the release -of data. GSL
form 1154 contains a 'blanket release statement, while IRS wants a
specific year release. A resolution of this difference is being discussed.
The Study Group, recognizing the inherent urge;.CDE to renew
efforts to resolve all of Vie problems which impede the development of
such a joint OE -IRS process.

Because of the difficulties encountered i cy-locating students through IRS,
and to provide an alternative method to fill in and back up the data
gathering -tplibcess, the Study Grbup is alsb recommending that a
cooperative arrangement be developed for data collection with the Soisial
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.

III-E-7 Preventing Program Abuse Through Misuse of Bankruetc_y

Recommendation

The Study Group recommends that' HEW take a position opposing-- the
enactment Section 436 of H.R. 6, "A Bill to'Establish a Uniform Lay/ on
the Subject of Bankruptcies," which would repel Section 439 of the
Higher E cationmendments of _1976, which provides for the 5-year
noudischargeability tf certain student loan debts. ' . ',

Rationale

There has been a growirig problem in the GSL: prograyi in .recent years of
student \ borrowers filifig for bankruptcy soon after completing school, and
thereby securing cancellation of their GSL loan obligation. More thart
3Q,000 cliims to date, amounting' to over $35 million, are attributable
students filing for bankruptcy, and the- rate of bankruptcies have been
increasihg rapidly.

191

a



't

In response to this problem, Congressenacteda new Section 439A of the
- Higher Edbcation 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
bankruptcy provision. To nullify the 5-year nondischargeability of GSL
loans would lead to substantial loss of Federal funds and encour eRew
greater ablise pf the GSL program. ..The Study Group 'Strongly end
need for this provision i tfieGSL probram in order teprotect.the
agailoti unwarranted losks through bankrupt-s, and it encourages,
andUE to oppoSe Section 436 of H.R. °6 in its present form.

Writeoff of Uncollectable Defaulted GSL foil*

.

Recommendation
.

The Study Group recorriniends that OE take actions to implement its
authority to writeoff uncollectable, defauftell .GSL loans after , all
administrativeand legal actions have been exhausted: Controls should be"
established 42 prevent any individual borrower, whose loan has been.'
written off Oder this provisio-nfrom receiving any form of OE student
financial aid in the futur unless restitution has been made by the
borrower.

dr

--Rationale
A

Although OE has had the authority to writeoff' uncollectable defaulted
GSL loanN, it has failed to use this authority.' OE's process for acting on
de ultEd loans haS-been to make, an inital attempt to collect and then to

'le the loan files of all _those who did not respond. to initial
tion attempts. Second and' third steps in the procedure to exha.ust ?

all methods of collection have not been taken. Lack of follow-through in
. coilction efforts is a. contributing factor in the continuation of abuse of
the GSL Program. Once the methods available have been, exhauSted
without uccess, however, there is no point in carrying the loan on the
invent y, and it should be written off.

If OE must write off a loan, as uncollectable, the 'Study. Grow be ves
.

that OE should take steps to try to prevent tha,t individual from eiving
any further benefits under its other student financi ()grams., Ohl
such step might be to publish a list of the individuals ose loans have
been- written off and circulate this list to" the BE ocessor and,
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1
egilicatiorial institutions which "adminster the cacripusbased programs.
Alkither would be to include- information abbut written off loans .on a
student's "it transcript.41..it

N

t.

SL Student's Obligation to Repay

Recommendgion
4

The,Study Group recommends that OE should insisiethat institutions design
all documents -given to the student borrower to reflect the student's

o
.., ". repayment obligation to the Federal' Government as well as to the

institution from which he has borrowed. The pcomilsory note, the payout
' note, and. the repayment schedulc. as well as all billing communications
should make it clear that the Federal Government has an interest in the
transaction. .. .

Rationale.

NDSL monies awarded the i stitutions are given them in trust,. conditioned
up9n their willingness to calect loans and insure the revolving capability-
of the loan furid. At such time as uncollectable notes are 4ssigned to OE
the borrower becomes obligated to the 'federal GOvern'ment. If the .

borrowers-understand that 'the law enforcement agencies of Government
can take action against' them; is assumed that they wifl.take their
obligation more sqriouslit and be les's likely' to default.

4! t

1117.F-10 Writeoff of Uncollectable Defaulted NDSL Loans

Recommendation'

The Study Group recommends that OE promulgate regitlations prescribing
procedures for participating institutions to reclassify delinquent loans as
uncollectable, thereby relieving institutions of psponsibility-' 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 discretionras to what constitutes due diligence'. The cost
of collectiOn in ,relati to the amount collectibl$ should be a'factor in
write off decisions.
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Rationale

. Currently, there are o usable guidelines for institutions to use in writing
off uncollectable N661. loans. The OE posSesses authority to issue such
guidance by means o regulations. The magnitude of the default problem'

_is_masked when no t istinction is made between loans for which active
collection efforts ar being made and thoSt which have been determined
to be uncollectable.

The-tre.mendous backlog of uncollectable loans represents an intolerable
burden to ,the. institutions and is not conducive to the kind of thorough and
precise resoldtion of defaurfenoans which might result in their reduction.
The institutft's determination that a-loan is uncollectable does not mean,
however, that the file could not be reactivated if the borrower later
offers td repay, for example, as a condition ot readmission to the
institution.

III-E-11 Prosecuting Perpetrators of Fraud
(

Recommendation

The "Study Group recqinmends that ..OE rri6kce an effort to prosecute
individuals through the courts, based on-the provisions of he Education.
Amendments of 1976.

Rationale

A program which can be violated with impunity by _a few will ultimately
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
responsibility. Those that abuse that trust should suffer the legal
consequences of their, actions. A few successful prosecutidriS would do
much to eliminate fraud and abuse. -

.,1?3 (a)
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APPENDIX A

LISTING OF STUDY GROUP RECOMMENDATIONS BY ACTION REQUIRTD:
LEGISLATIVE, REGULATIVE, OR ADMINISTRATIVE*

Legislative
Action -

1
Regulative

Action

'At

I-B-4-Phase out of 3 letter
Procedure

I-B-5-Single Set of Eligibility
Requirements

r-C.-l-Common Student Eligibility
40 Criteria
'C-2-Common Defiwition Of need.
I-C-8-Duration and Funding

Limitations for CW-S

I-B-l-Two%Step Eligibility
I-B-3-Certification and

Compliance
df State

Agencies
I-B-9-Contracting with Non-

eligible Institutions

Administrative
Action

I-B-2-Determination df Basic

I-C-3-Establishmen of.Student
Budgets

I-C-3(2)-Budgets made
Consistent with
Publications

ITC-4 befinition of.- Independent

Students
I-C-5-Use of.Need,Analysis Sys-

tem for Independent Students
I-C-7-Progress Requirement

II-C-10-Correspondence Students

Eligibility
I-B-7-Strengthen State

Participation
I- B- 8- Jnformation Networks on

:Eligibility

I-C-6-Equitable Packaging Pro-
cedures'

I -C -9'- Part -time Student

I'

I

*Thete categorizations were made without benefit of consuliatimi with legal counsel.
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Legislative
Action

Regulative
Action

Administrative
Action

I-D-1-Unreguldited lender'

Require4nts
I-D-2-Lendpr C4rtification
I-D-3-AgreementYProvisions
I -D -8 -Good Lender Portfolio

Management Practice
I-D-9-Trdining for Lenders-

I-D-13-Implementation of Escrow
System

I-D444=Responsibilities of
Educational Institutiohs
Whicio not Participate
as Lenders in GSLP

I-D-16-Certification and LST
Processes - State
Agencies

I-D-4-Reporting and Control System
I I-D-5-HEW Audit Guidelines
LJD-6-Lender On-Site Compliance

Review

I-D-7-Improving Communication

I-D-10-Encouraging Increased State
Participation

' '40-J1-Models of Effective State
1 Practices

LI-D-12-Development of Regulations
1 Pertaining to GSLP
I-D-15=Review gal) Participatteo

of/ion-Lenders
I I-D-17-Joint OE and State Agency .

Site Visits

II-B-1-Conceptual Framework
fo'r St to Allocation

and IrStitutional
Application
Procedures

\II-B-2-Revising .the 10%

Discretionary Funding
II-B-3-Revising the Stat

Allocation /Formulas



Legislative
Action

Regulative
Action__

.

Adininistrative

-Action.
k

II-C-4-Reallocation of Funds
ip NDSL, $EOG and OW-S
(2, 3) .

.

.
,

II-C-2-Developing a New
Institutional
Funding Process

.

II -C -1- Requirements of Any Funding

Process

II-C-3-Establishment of Working
Group

II-M-BEOG Appropriations
Procedures

,

)
.

. _

.

.

.

.

.

._

II-D4-Base Year Family
Fihancial Data

II -D.-5 -BEOG as a Foundation
II -D -7 -BERG Application

Deadline
II-0-8-Validition,of Infor-

mation.with Income
Tax Records

I -D-9-Use of GSL Funds to
Substitute for PareAtalk
Contributions

II-D-10-Coordination of SFA
and fuhlic

Assistance
,

.

,

r II-D-1-Simplification of Student
A.,

Application Process
D-3-Data Validation

-4)-4-Identification of Comkon
l' Data Elements

.

.

.
.

4

.

.

-

.

. _

.

...,

.

,

.

=

,

. . ,

II-E-8-Student Borrower II-E-L-Coordination of Information
Counseling Efforts .

,

II-E-2-State Agency Information
Efforts

.

.

II-E-3-Institutional Information,/
.

"
. Efforts

II-E-4-Scope of Information Content
.

II-E-5-Information Dissemination
Audiences ..-,



,

Legislative ,

Action.
Regulative AliMtnistrative .
Action Action

.

.

.

.

II-E-6-Lender, Assistance in

Dissemination (If\
. , Infonnatiorr

.
_

1 II-E-7-Listing of Active Len

.
,

..

,
i

.11-F-3-Alternate Disbursement i II- F- 1- Contra} dement of Funds
System . ! II-F-2Verification of Cash Uti-

I-F-4-Payments by Institutions lizatioh Reports
.p Students

.

i

III-B-1-Organization and
;

Staffing 1

c _

.

I11-&-2-Combining NHPFIL,P
.and GSLP ,

[ III-B-3-Personnel Management

.

,

IWC-12-Policy Changes-
'ND-S1 43,-6, 7) .

III-C-13-Policy_ Chinges '."

.BEOG (2) ?4

III-C-14-Policy C.hanges -411#

Campus-based Programs
III-C-15-Policy Changps CW-S

Student Earnings
'III -C -16- Payment o dm.

Allowance fa School -

Appropriation Needed,

.

\

,

,'. ..t,(

III-C-BtStatement of Intent
, 1 and PurpOse

11-1=t-,13-Policy. Changes BEOG
', (1, 3, 4,) '--

.

III-C-17-Clarifying

-N
. -Responsibilities-of

k
.. Schools ' . -

,

.
NI.

.,,,iiIII-C-9-Streamlining

.
.

.

,

III-t-l-Internal ManageMent Infor-
mption-Reports

III--C-2-Collection of Data
III4C-3-Computer Use .

III -C -4- Control Over ADP Procurement

111-C-5-Consolidation of Financial
Reports

111-C-6-Reassessment of BEOG Program
III-W.-Coordination With Others

*..t
federally Supported SFA

si , Programsw,i,-.4..

the Regulation

1
, Process

II1-C-10:Development of Program
,i-Manuals

,

.

11.
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00

0.

4.

Legislative
Action s

RegtTlative

Action ,

Administrative

. Action

ft . ,

A

.

.

.

.

.

,

III -C -11- Establishment of Support

Centers
.

wIII-C-18-Financial Aid Transcript
_of Disability

Claims
III-C-20-Access to Student Loan

Reoerds s,

III -C-2T-Reassessment of SFA
Progtams

.

.
.

_

_
.

III-0-1-Training

1

III-E-1 and III=E-2-L, S, and
T Amendment

III-E-7-Preventing Prwram Abuse
Through Misuse of
Bankruptcy

III-E-8-Write-off of Uncollectable,
GSL .

.

/
.

III-1-3-Basic Eligibility and
Compliance Actions

III-E-4-L, S4 T gegulations
III-E-10-Write-off of_Uncof-

. lectible Defaulted
pst. Loans

.

b

l
III-E-5-Collection of Defaulted

Loan-Intra-Governmental
Cooperatipn

III-E-6-Assistance in Locating
Student Borrowers ..

III-E-9-NDSk. Students Oblication
to Repay

III-E-11-Prosecuting Perpetrators
of Fraud

.
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APPENDIX B

0

TOPICAL LISTING OF STUDY GROUP RECOMMENDATIONS

in reviewing the Study Group's recommendations for sohition s to the
urgent problems faced in the administration of Student Financial 'Aid
programs,. several categories of reCommendations emerge. Throughout

c the majorsections of the report there is a persistent call for reduction of
fraud aod abuse, standardization, simplication, coordination, and
cornmunicationsbetweep programs, between regions, between guarantors,
bgtween data process*, etc. There are many recommendations which
impact on States some. which impact on Regional Office activity, and
some calling for further study. Based on these and other recurring
categories, the following topical abstracts of -thearelevarit portions of
recommendations has been prepared. .

<
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Reduction of Fraud and Abuse

I-B-1 Establish a.two-step institutional eligibility
proceSs.

I-B-3 Include an institution's ability to made SFA%
programs and assume fiscal responsibility and
accountability for Federal funds,as a factor in
granting certification. An annual review for 4

the renewal of certification should be made.

I -B -8 Establish an information network on eligibility.

I-B-9. Control the educational servicks that are con-

tracted- between an eligible and non-eligible

institution.

I-C-3 Develop a common methodology for developing
studentexpense budgets.

I-C` 5 Eliminate possibility of twice including living
allowances in determiningapeed for self -

supporting students.` - Pr

-

I-0-1 Establish requirements for non-regulated lendirs.
)

I-D-2 Establish standards for certifying educational

ihstituteons as lenders. . .

I-0-3 Design a formal agreement or contract with lenders

. which *outlines the obligations, limitations and
. _

sanctions on_lender activity.

I-D-4 .Establish a reporting and control system to meas-
-ure performance of non. - regulated lenders:

I-D-5 Develop HEW audit guidelines.,

I-D-6 Establish regular on -sate compliance reviews of

lenders.

.170-8 Encourage good lender portifolio management
practices.

Clearly define authority
and T process.

1-
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II-B-2 .

II-D-2

II -D -3

II -D -8

II -E -8

II-F-1

k

Revise assignment of 10 percent discretionary
funds.

Use only verifiable year-end family financial
data in determining awards.

Establish coordinated data validation as part
of the CFADC

Require State and institutiona 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.

AV

II-F-2 Verify Cash Utilization Reports to school
accounting records.

III-C-1 Issue internal management reports Suitable to
alert managers to potential and existing problems.

III-C-6 ,Reassess and improve BEOG program reporting so as
to make it suitable for preventing abuse.

III-C-10 Develop and disseminate a set of intergrated
guidiblines or manuals governing all OE,.SFM
programs.

III-L-11 . Establish Regional Support Centers.

III-C-12-1 Define a defaulted NDSL loan and issue institu-
tions on handling of defaulted NDSL loans.

III- C -12 -2 Establish flexible limit's on the NDSL grace
period and loan payments amounts.

III-C-12-5 Permit institutions to write-off certain NDSL ldfns
after diligent collettion efforts have failed.

...
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III-C-13 Give institutional ortudent financial aid admin-

strators discretionary-luthority to deny or
limit-the payment of a BEOG for a prior academic
period(s) if such a disbursement of funds results
in an aggregate award that exceeds the students
financial aid paCkage.

111-C-17 Define responsibilities of educational institu-
tions to include verification of student- prdvided
information on income, and recovering overpay-

-ments.
.

Encounage use of: Financial Aid Transcripts.
-04

III-C-20 , Allow easy access to central loan records.

,III-D-1

III-E-3

Give incentives and guidance to encourage develop-
of a.comprehensive training program.

0

Conduct concurrent school and lender fiscal and
program reviews of all HEW, SFA programs.

.0 0
,Amend legislatio'n to authorizing the Commissioner
to immediately suspend an institutions' eligi-
bility up to 60 days, under certain conditions.

Balance program authority with program adminis-
trative costs to allow effective controls.

Amend proposed L, S and T regulations.

III-E-5': 4btain intra-governmental cooperation in the
- collection of defaulted loans.

III-E-6 Obtain IRS and Social Security Admilistration
assistance in establishing effectivi-procedures
for obtaining current addresses of student
Orrowers.

III-E-7 Oppose any attempt to repeal current auti1ity
to'prevent for five years discharge of lo)n
debts, through bankruptcy proceedings.

202
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Paperwork Reduction

I-C-2 .Establish common'definitions of Student Eligi-
bility. Define "need" to mean the same thing

L
in[SEOG that it means in BEOG.

.,
'i

II-D-1 Establish a student appliction process which
requires a stUdent.supply financial data-bnly
once a year.

.

Consider phase out of BEOG - ADS.

Shorten the institutional applicatiofiS,

Consolidate alt4nate Disbursement System into
a single administrative unit.

Combine the National Health Professions Guaran-
teed Student Loan.Etogram and the GSLp adminis-
trative units.

III-C-2 Coordinate and consolidate dita collection
and use sampling techniques.

III-C-5 kkon-Soliabte Financial Reporti and reduce the
amount of statistical data requested:-

.

411I

.Reassess value of thebBEOG Prqgcess Report.
ilk '

Consolidate the SFA regulations.

III-C-12(1) Eliminate cancellation provisions in the NDSL.

III-C-12(6) 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.

III-C-14 Eliminate the SEOG matching requirement.

203
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4

Communication and Exchange of Information
. I

I-B-8 Establish an information network on Eligibility.

Improve communications between guarantors and
participating lending institutions.

I
Schedule joint meetings of Federal State and
private non-profit agencies administering GSLP-.

ASA

Establish a clearinghouse for all student aid
information activities for Federal, State,,/ .

institutional and community-based programs.

II-E-2 Plan a program of cooperative activities with the

IP
States and provide incentives to improve and
expand State initiated information programs.

IJ-E-3
Jpe

Make additional efforts to promote and encourage
institutional initiatives for better information
difsemination programs.

II-E-4 Establish a 'network to assure updated communi--
cations'on actions.pending or taken under the L,
S, and 7 process to those agencies and offices
whose programs are affected.

II-E-6 Obtain lender assistaikce in dissemination of
student firiancial aid information.

II-E-7 Develop and provide a current list of active
GSLP lenders.

II-E-8 Counsel student borrowers.

I I I-C-19.
ti

Develop and disseminate a set of integrated,
guidelines or manuals governing all OE --SFA

programs.

204
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Iha-4

impact on States

In the determibation of Basic Eligibility,
place continued reliance on the partnership
between Federal agencies, State agencies, and
approved vollintary.accrediting agencies. Con-

sider State chartering andlicensure
criteria.

Continue the procedure by which the Commis-
sioner recognizes State accrediting agencies
which approve "quality of training in Nursing
Education andin Public Postsecondary Voc-
ational Schools.

I-B-6 ' Recognize and utilize State accrediting,
4 and licensing and charter.agencies as supportative

I-B-7 resources in the same manner as are private
accrediting agencies. Furthermore, strengthen
the role of these State agencies.

1-k

I-D-3

Establish a formal national information
exchange network relating to basic eligibility
issues including State accrediting licensing
and charter agencies.

Design formal agreements or contracts with
lenderts annually outlining obligations,
limitations and sanctions on lender activity.

I .

Establish a reporting and control system io 10

measure the performance of lenders.

Improve communications with lending
institutions.

Encourage good lender portfolio management.

205'
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I-D-9 Sponsor a required program,of training for the-
staff of all participating lenders.

I-D-10 Increase efforts to encourage additional States
to participate in the GS4P.

I-D-11 Determine best methods of State program admin-
istration for new States to follow.

I -D -12 Conduct joint meetings of federal, State,.and
private non-profit agencies in GSLP to facli-
tate the development and implementation of new
regulations.

I-D-14 Assist in the development of a clear definition
of the responsibilities of educational institu-
tions which are not lenders.

I-D-16 Mare clearly define the authority of the State
in the L, S, and T Process.

I-D-17 Explore the possibility if ctina joitt
site visits with State cies.

I
II-B-1 Give privity consideration to the incongru-

ities between procedures utilized to bring,
funds to States and those used to distribute
funds within States'.

II-B-2 Allocate the ten percent discretionary funds
in a manner consistent with the institutional ..

funding process outlined in II-C-1 and II-C-2. ,

,

II-B-3 4 Revise the State Allocation Formulas.

II-C-4

II -D -1

Extend authority to permit regional offices to
reallocate funds in the NDSL, SEOG, and CW-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 deobligated.

Adopt a student application system which
requires a student.to,s'Imply family financial
data only once a year Nor participation in
State agency and other aid programs.

206



I I -E-4--

I .

II-D-5

II-E=1

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

- authorize or an eligible student.

Establ sh leafinghouse for all student
inform io rograms including Federal, State,
irtstituti al and community based.

Plan vprogram af cooperative activities with
the States and provide incentives to improve
and expand State initiated information programs.

Allow State Guarantee Agendes to initiate com-
pliance action,in the GSLP where appropriate.

Develop audit guides and instructions for use
in On-site reviews by independent auditors the

. DIG and SSA staff. .

fit

Al1
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II -B -3

II-C-1

II-C-4

II-D-6

III-C-2

III-C-5

Simpllificatiofl

Revise State alloo4tton formulas.

Design an Institutional Funding Process
simple and straightforward..

Give Regional Offic e final authority to re-
allocate regionally dtob4igated funds in the
campus-based programs.

Simplify the student application process.

Change the HOG appr6priation procedures.

Redlice data requirtd from institutions.
43

Cons()) idate, financjal reports now required of

SFA programs and I.-educe the statistical data
on the Fiscal Opera ,ions Report.

Reasses 4EOG reporting procedures.

Streamline the regulation process.

Permit the use of:average costs rather than
actual tosts for campus room and, board.

III -C -14 Eliminate the disOnction between SEOG Initial

.Year.an SEOG .Continuira Year.

4'208
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I-C-9

Studies and Research Recommended

Study the long-range impact of part-time
students on postsecondary educatsion and clarify
definitions, the-necessity 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.

III-C-3 Conduct a full scale review pf all SFA computer
operations.

III -C -6 Reassess the BEOG Progress Report,:

III-C-16 . Establish appropriate administrative allow-
ances to schooTS through a representative
sample survey to identify the casts involved.

III-C-21 ,Conduct a major study to reassess SFA Pro§rams
(eg. to determine whether they are fulfilling
tnia4r.intended purposes for various poRu-
lations; the.ramifi:Aotjons of expected changes
in the size of the eligible poOulations; the
extent to which the SFA programs areAetting
the.shifting of conventional State and inst,itu-
tional funding responsibilities to the Federal
Government; and alternatives to the .current S,FA

programs).
4 4 ".12/7

I-E-5 Study feasibility and legality of "offsettin,
d linquent and defaulted loan amounts against

ents due,to'the 'debtor from any govern- .

mental agency.
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IMpact on Regional Offices

I-B-3 ,Perform the on-site compliance review functions.

I-D-7 Consult regularly with representatives of
lending institutions.

I-D-17 Arrange joint program reviews with State
agencies..' i..

s S
+%

II-C-4(1) Give Regional Offices final authority for the
reallocation ofJundt. .

Develop a clear statement of authorities and
responsibilities for the structure and activ-
ities of the RegionarsOffices.

Use the Regional Offices support centers, to
giye technical assistance and training to
schools, lenders, and students under consistent
policy direction:,,

Provide training for, Regional Program Officers.

Participate in on-site reviews of educational
-ingrIutiong and lenders.
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I-B-5_

I-C-1

I-C-2

I-C-3

I-D-12

Standardization

Standardize institutional certification
requirements.

Establish consistent criteria for Studat
Eligibility.

Determine a common or at least more percise
definition of need for the various programs.

Develop.a cOMon methodology Student

Expense Budgets.

Promote a common interpreta n of policy in

the GSLP.

Establish uniform standards, techniques and
procedures used inthe funding process.

II-D-3 & 4 Establish a common financial aid data
collection system.

III-B-1 Establish standard policies and procedures for
Regional Office opations.

III-B-3 Develop common job descriptions for SFA
staff At Headquarters 4nd in the regions.

Clearly state the-purpose of each of the
programs in language common to all programs.

Give consistent policy direction to the
Regional Offices,so that unifor7 interpretation
of rules, regulations-and program-management
direCtives is achieved.

-Encourage the development and use of a stand-

ardized financial aid transcript.

4
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II-F-3

III-C-12

Budgetary Implicatio\ns-
\

Establish standardized Student Expense Budget,
Standards:

Redefinetht "independent" student. \

Implement the Escrow Systept.

Change the appropriateionss procedures for the
HOG Program

Reassess the BEOG
system.

Drop the cancella
Program

alternative disbursement

on provisions in the NDSL

Time the developmen of BEOG payment schedule
to allow for its di ribution at approximately
the same time as the related BEOG application.

III-C-15 Allow institutions t y over unused 64-S
or funds from one award pkriod.to another. 3'

III-C-16 Pay institutions an- allowance for costs
incurred inqdministering SFA programs.

2
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Training

om

I-C-3 .$ port the development and publication
of a manual of budget construction which
includes information on training4tudent
firiancial aid officers.

4

Provide additional training on the-manage-
ment antpdministratidn of student loan
portfolios.

Sponsor a required program for
the staff of all participatinging
institutions.

Sponsor reguhr workshog,to preu rit infor-

.

mation on the responsibilities of eligible 11

educational institutions,

Make additional efforts and 'condurct train-

/ig seminars to assist institutions to
evelop better information materials.,

mmediateimmediate ttention to the development
and dissemination of an integrated set of

manuals governing a inancial aidOrograms
administered by the Meau of Studetit Finin-
cial Assiltance.

.40
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Coordination

I-D717 Conduct coordinated visits to lenders.

II-C-1 ,,4SequentiallY coordinate tWunding pr:ocess
o accommodate varying ca ndars.

II-D-3

II-D-10

Establish coordinated data validation as
part of the common financial aid data
collection sy$tem (tFAMt).

Coordinate the delivery
Financial assistance awn with Public
Assistance Programs. .

Pro ide a coordinated picture of all SFA
programs.

. I1I-B-1 Administer all SFA programs through a
single administrative unit.

4
1114-2 Combine the administration-of the GSLP

and National Health Professions Loan
Program.

iir-c-5 Consolidate annual progress reports in the
campuvased and BEOG programs.

III -C -7

---,,

Coordtnate the Office of Education student
Assistance Programs with other Federally
supported SFA, programs.

t"
111-C-9 I Cbordinate regulations now being written

for the-Education Amendments of 1976 with
each other; as well as with existing regula-
,tions.

Develop and disseminate an iniearated set of
guidelines or manuals governing all SFA
programs.

Consolidate loans in repayment status to .

, reduce multiple payments.
_ .



DtPARTN1ENT OF HEALTH. EDUCATION, AND WELFARE

APPENDIX C

'CH ARTEit

Student Financial Assistance Study Group

PURPOSE

The Secretary is responsible for the administration of the various student
financial assistance programs =mandated 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 Contradts for Training and Research program, the Direct
Loans to Students in Institutions of Higher Education program, and the

,Work -Study Programs. The complexities of these programs and the result-
ing difficulties in their administration require the review and recommenda-
tions of ,a special study group.

AUTHORITY

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.

FUNCTION

The Student Financial Assistance Study Group shall advisc 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.

,

In order to achieve maximum sensitivity to 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.

-
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STRUCTURE

The' Student Financial Asp istance Study Group sha 1 be composed of not
less than seven nor more an twelve:mem all of whom shall be
designated by the Secretar , including the hairperson. Members shall,
be selected from persons of utstanding expertise in the fields of higher
education, large-scale student fin4ncing systems,' management of public
financial institutions, and the application of data processing systems
to public financialirnarragement operations.

Membets shall be invited to serve jor'a term not to exceed one year.

Upon request of the chairperson, th executive secretary may arrange
for the appointment of the Study Gr Up-of one 'or more consultants who
have specialized technical knowledge 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 request of the chairperson with the
advance approval of a Government official.

./
The Secretary shall designate a-staff director and an executive secretary,
who shall be responsible ft- support services.

MEETINGS

In addition to public hearings;meetings shall be held approximately three
times each month at the call of the chairperson, with the advance approval
of a Goverment official who shall alSo approve the agenda. A Government
official shall be present at all meetings.

Meetings shallbe open to the public except as determined otherwise
by the Secretary; notice of all meetingsshall be given to the public.

Meetings shall be conducted, and records of the' proceedings kept, as
required bapplicable laws and Departmental. regulations.

COMPENSATION

Members who acre not bull-time Federal employees shall be paid at the
rate of $100.00 per day, plus per diem and travel expenses in accordance
wits Standard GovernmenTravel Regulations.

ANNUAL COSUSTIfvfitTE

Estimated annual cost for operating the Study Group, including compensa-
tion and travel expenses for members-but excluding staff support, is
$169,408. Estimated annual person years of staff support required is
3.5, at an esiimated annual cost of $79,374.
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REPORTS

The Study Group shall advise the Secretary, the -Assistant Secretary
for Education and the ComMissioner of Education. Such advice shall
be submitted through periodic progres's (eports, a final report submitted
six months after the Study Grbup meets for the first time, and such
other reports asfrequested by the Secretary.

The final report shall contain, as a minimum, a list of members and
their addresses, the St tidy 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

k Management Officer, and the Office of the Secretary Committee Manage-
ment Officer.

TERMINATION ATE-
.

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
Seciretary

4
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APPENDIX D
4

SCHEDULE OF MEETINGS AND KARINGS ' -

DATE OF THE MEETING LOCATION." PURPOSE OF, THE MEETING SUBJECT OF PUBLIC HEARING

%October 28-29, 1976 -Washington ,,,,C., thy Federal perspective oil current
student aid problems.

No hearing held.

November 11-13, 1976 Washingtonr-D.C:
.

Discussion of an organization and
concept for the study. ..

Overview of student
aid problems . _,_

December 8-9, 1976

. -

Washington, D.C. Review issue papers on eligibility No hearing held.
and begin framing recommendations. ,

- January 6-7-8, 1977 San Francisco, .

California
,

Review issue papers_on the Delivery t Eligibility
System and firm-up eligibility
recommendations. 4$ ..-

P)1ebruary 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

March 3-4-5, 1977

.

i

Chicago,
Illinois

.

Complete review of management and -

integrity, firm-up recommendations
on Delivery' Systems, and begin

framing recommendations on
management.

Program Management

.....- ,-

-,

April 4-5-6, 1977 Atlanta,
Georgia

1
e

Revise Eligibility and Delivery
System recommendations as
necessary, reach conclusions on
management recommendations.

Eligibility and
Delivery System
ReCopmendations

April 28-29-30, 1977
.

Boston, y

Massachusetts
---

Revise Delivery-System and Manage-
meet recommendations as necessary.
Aipprovel of outlines for the Final
Report.

Delivery Systems and
Program Management
Recommendations

,

May 26-27-28, 197 Washington, D.C. Review a Draft of the Final lkeport.
Make final °changes in therecomend-
ations.

Final Recommendations
on All Areas.

A

ear



APPENDI E

, PROGRAM DESCRI IONS

rar

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 substantially 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 experience, growth
and chAnge in the composition of student populations, and evolving
national policy on student aid.

Brief description's of each of the programs folloviafbackgr7iiund 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 rigmbers and characteristics of students which
it serves.

Basic Educational Opportunity Grant program. The BEOG, program is
authorized by Part A, Subpart 1 of Title 1V 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 eligible. The
BEOG program is intended to provide a "floor" of ,Federal assistance 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
flth 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 professional 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
each year by the Office of Education 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 directie by the Fedeial Government. Prospective sr-u,dents
initiate the process-by submitting an application providing "basic f

'financial data. These applitations are processed by a centtal" facility
under contract to the Office of ,Education, and the student receives 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 %he cost of

ndance at that school. The institutions may credit the amount of the
iagqnst student's charges or disburse the funds directly to the

t at least once each school term. The institution then is reimbursed
eral government for the amount of funds paid to its students.

Institutions are now authorized to receive $10 per BEOG enr lee to
compensate them for- their administrative costs, but no _funds ave yet'
been appropriated for this purpose. If the institution does not lify to
adminifter BEOG funds, the Federal Government will disburse the funds .

directly to the 'student. A flow chart of the BEOG funding process
appears as Figure E-1. Participatron in the BEOG program has risen
rapidly since its inception. Table E-1 portrays this growth in the BEOG

at

stu
by the

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 frotin families with annual incomes of $7,500 or below. In 197576,
about 65.5% attended public institutions, and 25% attended private
nonprofit institutions, and about 9% attended proprietary institutions. k.
More than half of 'those qualifying for BEOG grants were females, and
nearly''half were members of niinority groups percentages much higher
than; the representation of these groups in the total postsecondary popula-
tion.

National, Direct Student Loan program. The NDSL pogram is authorized
by -Part E of Title IV 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 -term,
low-intrest loans to 'needy students. To be eligible, students must be
erirdned at least half-time at a participating Institutions. A strudent 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) $10,0011- for
undergrRtfuate and graduate study combined. Loans arel repayable at 3%
interest beginning 9_months after the student leaVes schix)1 normally over
a ten-year period. The borrower's repayment perfotrmai be deferred not
to exceed three ,years for service in the military, VISTA, or the Peace
Corps. There also are provisions for partial cancellation of the loan for
students who enter specific teaching fields or for military service in areas
of hostility.
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NDSL is one of the three "campus-based" student aid programs. A
revolving loan fund iS established at participating institutions with 90%
Federal funds and 10% institutional funds. Institutions can apply for
F pral loans to meet their share of the fund. Institutions apply for

ional -Federal capital funding each.lear as_ _part of their- "Tripart"
iap tion which also covers ,SEOG ,and CW-S. The appropriated funds-
are divided among States by a_statutOry allotment idrmula based on
enro ments of full-time students in postsecondary education through the
rad to level.' Each institution's -allocatiorl, is then determined as its

jj»ror to share of NDSL need within that, State established by regional
vie panels:, Loan awards are made by the institution's student financial

aid o ficer or business offiter as all or part of the aid package developed
for e gible students, and institutions aft responsible for collections.
Funds epaid,by stmdents are returned to the institution's NDSL loan fund,
A flow Chart .of the NDSL funding process appears as Figure E2.

.

Panic tion in th NDSL program by both institutions and students has
eiincrea d consist tli over the life of the program. Basic NDSL program\ata a e piesente for a few-selected years in Table E-2. The estimated
avera oan per student in Fiscal Years 1,75 and 1976 was $690.00.

" - The H gherducation Act of 1965, Sections 120(a) and 491(b), defines -
"instit tions" including schools nursing and,proprety schools. While NDSL
serves iggidornindntly low income population, its beneficiaries are not
general kotbeetly as BEOG, CW-S, and SEOG recipients. The most
recent data available, for the academic year( 1974-75, showed that 30.8%
of NlaStsbKrowers . were dependent students from families with annual
incomes vik $7,500 or below. About 2.8% NDSL parti- ciparrts were
enrolled in proprietary or public vocational schools. OE program data
shows a national potential default rate' of-I4.7% a a deliqnuency rate of
10.2% as of June 30, 1974.

College Work-Study program. The CW-S p;ograrn is authorized by Part C
of Title IV of the Higher Education Act. The CW-S assists financiilly
needy students to finance a portion of their education through part-time
employment that preferably is related to their educational goals. To be
eligible, students must be enrolled at least half-time at a participating
institution as an undergraduate, traduate, or vocational student.
Depending upon need and time available, the student may be employed for
as much as 40 hours per week during vacation times although a workweek
of not more than 20 hours is permitted ^Ile school is in session. The
Federal funds support

or
of wages paid to students in work-study jobs, at

the institution itself or at public or private nonprofit organizations under
contract to the institution.
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CW-S is another of the campus -based programs. Institutions apply for
Federal funding each year on the T-ripart application. Like NDSL, the
ap-propriate,.CV-S-funds are divided among States by a statutory formula.
However, the CW-S formula is based on differing criteria: number of full-
time higher ethication students, number of high school graduates, and the
number of families below the $3,000=of 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 institRion's student financial aid officer as part of the aid package
ctpveloped for eligible students. A flow chart-of the,,CW-S funding process
appears as Figure E-3.

Participation in the CW-S program by both institutions and students has
increased 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_ ayeraged $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 educational costs. It
serves a somewhat more middle ss student population than does BEOG.
The most recent data available, for the 194 -75 academic year showed
that 38.5% of -dependent under raduate CW-S participants come from
families with incomes of $7,000 or below.

It is estimated by the CW-S staff that) during Academic Year 1975-76,
CW-S funds were distributed to institutions 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, 8%;
public vocational, 6%; and proprietary, 12%. Ninety-four percent, of the
funds went to undergraduates while 6% was awarded to students at the
post-baccalaureate level. More than half of CW-S participants are
females and 'one-third 'are Members 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.

Supplemental 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 student's of "exceptional"
financial need. To be eligible, students must be enrolled at least half-
tiine 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
SEOG grant must akso be receiving at least,an equivalent amount of aid
from other sources:'
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SEOG is also a "campus-based" student assistance prograni. 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 ig basedcApfull-time
and full -time equivalent postseconsIty enrollments. Each institution's
allocation is then determined as its pro rata care 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 institutions 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 familj, incomes who attend highercost
institutions. The most recent data available, for the1975 academic year,
showed that 54% of dependent SEOG recipients come from families 'with

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 Hither Education Act, enacted in../
1972. SSIG is substantially different in nature from any of the other
Federal student Said programs. The SSIG program, provides incentive
m. t ng grants to States for the purpose of encouraging them te effab-
lish their ov.fn aid programs for students with substantial financial need.
The ederal. law leaves substantial autonomy to the States in designing
their o n 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 'programs which qualify for Federal
matching under SSIG. The appropriated SSIG funds are. divided among
States by a statutory formula based on higher education enrollments.
EaFh 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.
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The most recen'tbclata aiavailable, for the 1974-75 ac demic year, showed
that 43% of SSIG recipients come from families with annual incomes of
$6,000 or below, but 9% were from families with incomes of $15,000 or

imore. Awards for students at public institutions accounted for 63% of the
recipients but only 48% of the funds. Awards for students at pri-vate
colleges and universities accounted for 34% of the recipients but 50% of
the funds. Proprietary schools were eligible\only in 22 States and
accounted for 2% of the recipients and about 1 and 2% of the funds.

Guaranteed Student Loan program. The GSL progr m 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 fof
postsecondary education. Loans are made from private-capital. !enders

N
I may be either State, (e.g., Texas and Wisconsin), commercial financial
linstitutions, commercial banks, mutual savings banks, savings and loan
,associations, credit unions, insurance companies, pension funds or schools
which have been authorized to serve as lenders for their own students.
The Federal involvement occurs in four ways: subsidization of interest for
borrowers under certain conditions; special allowances paid to lenders
when the HEW Secretary determines that the interest limit which may be
charged to borrowers,,is not competitive with the market; repayment of
the principal for borrowers who die, go bankrupt, or become disabled; and
partial indemnification of lenders for losses due to borrower default. The
GSL program contains-two major adminis-trative options, which result in
two quite different components of the program.

First, States and nonprofit institutions 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 repayment; but if' a default occurs, the State
agency fulfills its guarantee and assumes the account. The Federal
Government _then reinsures the State agency for 80% of the loss. This
option of the law has been chosen by 22 States who have established

1 qualifying State guarantee agencies.

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 it- known as the Federally Insured Student Loan Program
(FISLP). e SLP optionzhas been chosen by 28 States.

Loans insured under tl)e GSL program may be made to students enrolled at
least half=time in an eligible college or university, schoolhof nursing, or
vocational, technical, trade, or business school at eith?r the under-

_
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graduate or graduate levels. Undergraduate-level Students may borrow up
te, $2;590 per year to a- total of $7,500. ,_Graduate and professional
'students may borrow up to $5,000 per year. Total undergraduate and 4=

graduate loans under GSL may not exceed $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
interests,while the student is...enrolled.. Repayment begins from 9 to 12
months after the student completes-or leaves 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 progrkm has been one of thin major
sources of .aid for eligible students. Basic GSL pitgram data are
presented in Tables E-6 and E-7:

kealth Professions Guaranteed Student Loan Program

The HPGSLP is authorized Thy the Health professions EducatiOnal
Assistance Act of 1976, Section (401Xa) 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 treated 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 bbt 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 9SLP, 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 to
exceed 10 percent of the unpaid balance of the loan. Cancellationof troth
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. .
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FLOW CHART OF THE BASIC EDUCATIONAL:OPPORTUNITY GRANT4'(BEOG) PROGRAM**
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- ,

BEOG,Apialication

Student Eligibility Report
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Eligibility
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o

Award

Participating
Institutions

BEOG
Application
Processing

Monthly Cash Request
or Litter of Credit

=,$11

DHEW/USOE
. Prepares Student
Application
PrOcess-

Funds

Institutional Agreement*
Authorization I alfs

Progress Reports, Student
Eligibility Reports,

Encof Year Student Rosters

USOE
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Congress,
DHEW/USOE
Staff, Other
Publics

i.

Authorized Ceilings

Departmental
Federal Assist-
ance Financing
System (OPAFS)

0

iPTreaspry De-
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Feral
Reserve System

Publication of
Family Can,
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Approval of
Family Con-
tribution Schedule
by Ciongi.ess



FUNDING HISTORY OF TITLE IV-A, SECTION 411
BASIC EDUCATIONAL OPPORTUNITY GRANTS

VON

Funding and Output-Measures
1974

Appropriation ($ in thousands) 122,100
. ,

Numbei- of Eligible Institutions 5,374

Number of Applicants 482,331

Percent Of Applicant,Qualifying 55.7

Number of Recipe 17.7,162

Percent of Qualifying Applicants
Receiving Awards e-69.0

Average Award Per Recip ent 271

Maximum.Award $ 452

Minimum Award 50

Est mated

Fiscal Year

1975 1976 1977*

475,0 00

i 5,801

, r: ..,
660,000

5,949

1,506,000

6,270

1,114,000 2,450,000 3,502,000

61.1 e .65.6 66.0

573,403 1;268,000 1,931,000

84.1 84.0 83.6

$ 618 $ 800 790

i,050 S 1,400 1,400

$ = 50 200 $ 200'
7- NIA



FLOW CHART OF THE NATIONAL DIRECT STUDENT LOAN (NDSL) PROGRAM

Institution
Submits
Application
for Funds to
OH MUSD E
Regional Office

Institution
Notified of
Regionally
Recommended
Award

Student and
Family Submit
Application and
Need Analysis
Document

Student
In-School
Period

Student
Grace
Period

Student
in
Repayment

Student
Exercises
Forgiveness
Benefits, Defaults.
or Pays -in -Full

111p

Private
Need Analysis
Service
Evaluation

01111.

Application
Reviewed by
Regional
Panel

Institution
Issued Approved
Grant Award
1% of

-Recommended
Award

1

ma=41111.

Appeal Procedure

Institution
Determines
Loan Amount
and Disburses
Funds to
Student

Institution"
Establishes
Repayment
Schedule

Departmental Federal
Assistance Financing
System OF AlFS}
Disburses Funds
fo Institution

O."

Institution
Collects
Loan
Funds

4lb
Institution
Accounts
for
Loan Fund



FUNDING HISTORY OF NATIONAL DIRECT STUDENT LOAN PROGRAM FOR SELECTED YEARS

NDSL
Funding and Output Measures

Fiscal Year

_ 1959 - 1962. 1965 1968 1971

Appropriation ($ in thousands) 31,000 75,175 146,700 193,400 243,000

Number of Institutions
Participating

1,196 1,470 1,616 1,738 2,092

Number of Total

Students New___.......___..._
,-.., Aided
14 Continuirig.

24,831

(24,831

0

186,465 319,974

1125,371)____(193,744)

(61,094) (126,230)

429,000

__(2.10,000)

(21.9,000)

547,307

_ (310,520)-

(236,787)

Amount of Average Loan
(Based on Total Loan Fund)

$ 383 $ 522.$ 478-

.,

$ 5Z1 $ 570

EstiMatecl Funds Available. for
Student Loans (in millions) $ 83.3 $ 153.6e $ 233.7 $312:3

Number of Section 207
Loans to Institutions

44 85 85 60

1974 1975 1976

298,000 '329,440 331,960

a

2,643 2,985 3,167

667,097* 682,000* 799,000*

.,(400,258) (425,000) t535,(400)

-4--(266,839) (257,000) (264,000) er

m
. A)

$ 650* $ 690* $ 690*

$433.1* $ 470.7* $ 561.3*

101 72

'Estimated
Source -Bureau of Postsecondary Education, Fact Book -Summary of Program Information through Fiscal Year 1976



FLOW CHART OF THE COLLEGE WORK-STUDY (CW-S) PROGRAM

1,1

0
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DHEW/USOE
Regional Office

.13,3

Institution
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Regionally
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Award

Application
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Regional
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Student and
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Application and
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Service
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Issued Approvved
Grant Award
(% of.
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1
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Student
in Job
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Assistance Financing
System (DF AFS)
Disburies Funds
to Institution

it*

Student is
Paid OQ

Periodic
Basis
i.e. Monthly

3
"r.



FUNDING HISTORY OF THE COLLEGE WORK -STUDY PROGRAM-FOR SELECTED YEARS

Funding and Output
Measures

Program Ca ndar Year

1970

Fiscal Year

1965 1966 1967 1973
1,

1974 1975 1976
_

Appropriation (in thousands)

Number of Institutions
Participating

Number of Students
Aided (unduplicated) \
Amount of Average Annual
Student Wages-(including
matching share)

Gross Compensation to
Students (in thousands)
(including matching share),

65,710

1,095
-

115,000

$ 290

$ 33,350

99,123

1,534

275,000

$ 380

$ 104,500

134,100

1,700

300,000

$ 425

-
$ 127,500

152,460

2,386

425,000

, $ 470

$ 200,300

270,200

2,696

567,000

.$500

$ 288,400

270,2Z

2,992

570,000

$520

$ 295,000

420,000

3,154

575,000*

$ 520*

$ 300,000*

390,000

3,215

973,000*

$ 520*

$ 506,024*

EstImated
Source Bureau of Postsecondary Education, Fact Book -Summary of Program InforMation through Fiscal Year.1976
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FLOW CHART OF THE SUPPLEMENTAL EDUCATIONAL OPPORTUNITY GRANT (SEOG) E'ROGRAM

Institution
Submits
Application
for Funds' to
DHEW/USOE
Regional Office

Institution
Notified of
Regional!
Recommended
Award

Student and
Family Submit
Application and
Need Analysis
Document

Private
Need Analysis
Service
Evaluation

Application
Reviewed by
Regional
Panel

Institution ,

Issued Approved
Grant Arard
(% of
Recommended
Award

1

Appeal Procedure

Institution
Determines
Grant Amount
and Disburses
Funds to
Student

Sm.

Departmental Federal
Assistance Financing
System (DFAFS)
Disburses Funds
to Institution



FUNDING HISTORY OF THE SUPPLEMENTAL EDUCATIONAL OPPORTUNITY GRANT PROGRAM FOR SELECTED YEARS

Funding and Output
Measures

Fiscal Year

--1.

V
er

:.

1967 1969 1971 1973 1975 1976

Appropriation in thousands)

41,

Number of Institutions
Participating

Number of Students

112,000

1,383

4 12'4,600

1,780

258,175

(146,858 }'

(111,317)

$ 422

$ 463

167,7J0

2,100

297,3,15

(155,895)

(141,440)

$ 478

e556

210,300

4 2,302

244600

3,258

400,000
4

(190,000)
0*

(210,000)

$ 670

$ 670

240,093

3,406

447,000*

(-243,000)*

(204,000)*Nss,

$ 500'

$ 550*

Total

Initial Year Awards,

Renewal Year Awards

Amount of Average Initial
Year Award per Student

Amount of Average
Renewal Year Award
per Student

123;165

(123,165)
,

None

$380

N/A

331,541

(161,772)

(169,769)

$507

$ 610

4

*Estimated
Source Bureau of Postsecondary Educ4'tion, Fact Book -Summary of Program information nirough`fiscal Year 1976

258
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LOW CHART OF THE STATE STUDENT ,INCENTIVE,GRANT (SSIG) PROGRAM

Publication Of
State Allotment

. Plan by
DHEW/USOE

t

4.

A

.4

Identification
of Participating
States by
DHEW/USOE

4,

SirApplication
by -Stite
to DHEW/USOE

0
. '1

Issuance of
State Allotments
by DHEW/USOE

State Prepares
Student Applicatioh
Procedures and
Award §ystem

Nap

Student and Family
Submit Application
and Need Analysii
Document__

'kr;

4

r , I

Private Need 1

Analysis Service,
Evaluation -1

L

1.

I .

I

PP
,

States Paid by U.SOE
- Direct Payment
- Letter of Credit

lor

or

,State Determines
Grant Amount
and Disburses
Funds t9 Student



NDING HISTORY OP THE STATE STUDENT INCENTIVE GRANT PROGRAM

Funding and Output
Measures

, -

g 5

Fiscal Year N

1974 . -1975 1976

ropriation (in thgusant)

umber llStates and, 4
etritories Participating

verage State Allotment

$ 20,000

41

S380,000."

$ .2006:

48

$ 400,000

3. 44,000 .

55

V500,000

mber of Student Award's 76,000 80,000 176,000,
verage Amount Per Student

Itand (Federal Share) ''.... : $'250 $250 $250

Cifil of Recipients by Type
4,
:;,/

44 4.44Institutidn
Total

100.0t ,
Public

59.9
4-Year

(49.0)
2-Year

(10.9)
Private-

38.6
4-Year 37.0)
2-Year r ( 1.6)

Proprietary.-
1.1

Other
.4

4 .100.0

63.3
(39.8)

(23.5) ,

A.k...
432.7)

( .9)

2.3

.9

VPis hoed on reports fom participating States and/Territories which made student awards with SS*.for 1975-76 school year. .

..for 1976-77 school year are not available

.

I.

4

. .; 2 x-31
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FLOW ,CHART OF THE GUARANTEED STUDENT LOAN PROGRAM (FEDERALLY INJURED)

`Studs tcf
Family Complete
.Application and
Submit to' .-
Educational Inst.

2

Student
Submits
Cart if ied
Application
to Lender

Educational Inst.
Certifies
Application
and Returns
to Student

Lender Submits
Approved '-
Application
to DHEW/USOE
Regional Office

DH Oh/UWE
Regional Off ice
Submits Application
to National
Processing Center

Student
Relives
%am
Funds

.411.1.=

A

Student
In-School
Period

Institution
Delivers
Fundi
to Student

Lender Disburses
Funds to'
Student
for to Student
through put.)

NowelPwr

OH EW/USOE
Processing
Center Retina
Certified AppL
to Lender

xti

1

Student
Grace
Period

Institution
Notifies
Lender of.
Last Date of
Enrollment

11110.,

Lender Bills
DHEW/USOE for
Interest Subsidy
and **cis'
Allowance

DH EW/USOE
Pays Institution
Interest SUbsidy

and Spiscial
Allowance

woonmei

Lender
establishes
Repayment
Program

Student
in
Repayment

Lender
Collects
Loan
Funds

DHEW/USOE
Gives
Lender
Pr e-da erfl
AUStanCe

1 Student
may Default,
Die or
Become
DiszbIed

Lender
Submits
Clairp
to
DHEW/USOE

DHEW/USOE
Pays
Claim
to Lender

StUdent
Pays
in
Full

Lender
Notifies
DHEW/USOE
of
Paid-in-Full

owiDHEW/USOE
Attempts
Collection
of
Default

9
=



FUNDING HISTORY OF THE GUARANTEED STUDENT LOAN PROGRAM
(FIST COMPONENT)

Ws.

rItegiV Year
Number of

Loans
Total.
(000)

Aver 9e
Loan

1968-69 331,040 $ 284,162 S -858

r 1970 365,387 353,788 968.

1971. 481,691 484,015 1,005.

1972 691,874 708,164 1,024

1973 599,085 654,616 1,093

1974 506,854 _ 611,657 ..-- 4,207

, 1975 504,726 661,292 1,310

,1976 (15 mos.) * 522,153 739,884 1,417

sEtttmated
Source Informal Communication with GSLP Staff

la
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FUNDING HISTORY OF THE GUARANTEED STUDENT LOAN PROGRAM (STATE AGENCY COMPONE

Fiscal Year Number of Loans
Total Loans

Average Loan
(000) -

I 966-.69

1970

1971 *

1972

1973

1974

1975

1976 (15 mos.)*

(

1,350,296 $1,164,349 $ 862

556,509 685,878 873

594,157 560,035 948

566,597 594,084 1,048

4813,2p1 543,907 1,111 4

430,673 527,776 1,225

485,606 637,156 1,812

782,354 1,097,120 1,402
1

Eit 'mated
Source Informal Communication ,with GSLP Office

...........-- /



APPENDIX F

4

Program Allocation Charts

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 9f panel recommendations received by
institutions in various States.

239
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LLOCATIONS OF COLLEGE WORK - STUDY (CW-S) FUNDS
1976-77 AWARD PERIOD)

R USE IN FISCAL YEAR 1977

g

Final State
Allocation

Final Allocation.
as a Percentage of

' #1- -Panel
Recommendation*

Final Allocation
Final State as a Percentage of
Allocation Panel

Recommendation*,

Totals $389,300,000 56.731 lkoontinued) ,

Alabama 7,722,107 48.25 Nebraska S 2,47,659 /75.65
Alaska 537,462 56.54 Nevada 717,013"--" 62.67
Arizona 3,889,254 72.37 New Hampshire 3,300,684 46.87
Arkansas 3,967,807 75.47 New Jersey '8,862,874 4 87.11
Ca Wornia 34,933,004 46.87 New Mexico 3,642,121 46.87
Colorado 5,709,636 46.87 New York 28,51f3,520 54.76.
Connecticut 4,258,713 orth Catolina 9,704,148 57.34
Delaware 974,703 92.16 Morth Dak2sta 2,098,723 46.87
District of Columbia 2,465,858 46.87 15,497,008 81.36
Florida 11,005,861 83.09 Oklahoma 4,787,842 54.24 -I
Georgia 8,719,392 92.58 Oregon 9,036,392 46187
Hawaii 1,327,051 69.91 PennsylVania . 16,772,365 62.82
Idaho 1,456,0A7 46.87 Rhode Island ' 2,118,368 46.87
Illinois -16,830,230 46.87 South Carolina -5,846,099 78.94
Indiana 7,632,199 67.95 South Dakota 2,888,067 46.87
Iowa 4,499,172 47.13 Tennessee 7,657,103 72.75
Kansas 3,797,225 `64.79 Texas 20,637,024 77.36
K ?ntucky 6,603,606 78.97 Utah 2,246,576 56.10
Louisian'a 8,781,005 98.68 Vermont- 3,608,528 46.87
Maine 4,844,774 46,87 Virginia 7,760,613 83.09
Maryland 5,927,448 55.19 Washington 8,13(1,004 46.87
Massachusetts' 19,193,506 West Virginia 3,480,745 66.89
Michigan 13,403,204 57.10 Wisconsin 8,182,183 46.87
Minnesota 8,878,137 46.87 Wyoming. 755,407 46.87
Mississippi 6,200,577 -6166 Pacific rsIbnds
Missouri 7,439,451 59.12 Puerto Rico 7,173,842 100.00,
Montana 2,3,90,623 46.87 Virgin Islands

*2 decimal. places,
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1

AL OCATIONS OF NATIONAL DIRECT STUDENT LOANS (NDSL)'
FU DS FOR, USE IN FISCAL YEAR 1977 (1976-77 AWARD PERIOD)

Final State
Allocation

Final Allocation
as a Percentage of

Panel
Recommendation*

Final State
Allocation

final Allocation
as a Percentage of

Panel
Recommendation*

Totals $321,00,0,000 50.97 (Continued)
Alabama 4,7)02,253. 47.42 Nebraska , $ 2,726,996 86.34
Alasa 368,054 39.47 Nevada 708,337 82.65
Arizona 4,041,558 45.58 New Hampshire 2,751,949 39.47
Arkansas 1,825,944 100.00 New Jersey 7,055,598 79.98

.California 34,783,253 41:31 New Mexico 2,835,149 39.47
Colorado 6,561,420 :--7 -39.47 New York 25,922,751 51.85

, Connecticut 3,915,452. 47.53 North Carolina 7,443,543 60A2
Delaware - i. 956,312 53.18 ,4' North Dakota 1,666,407 39.47
District of Columbia 2,222,821 41.07 Ohio 13,833,629 50.48

14) Florida 8,346,820 61.65 Oklahoma 4,505,264 83.57- Georgia 5,595,390 95,48 Oregon 6,974,559 39.47
Hawaii .
Idaho

1,295,201
1,227,425

94.73
76.34

Pennsylvania
Rhode Islind

14,518,620
1,894,862

52.76
39.47

N
IV

Illinoii , 14,557,303, 46.21 South Carolina 3,393,641 *100.00
Indiana 7,653,625 45.65' South Dakota 1,877,449 39.47
Iowa 5,139,284

P
. 58.26 -Tennessee 5,474,817 57.20

Kansas 4,153,849 -:- 71.95 Texas 12,967,082 100.00
Kentucky

,:
4,161,595 62.17 Utah _ 1,649,304 100.00'

Louisiana - 4,874,962- 88.03 - Veimon 1,959,673 ,, 39.47
Maine 3,688,883 39.47 Virginia 5,643,417 21.07
Maryland 4,767,223 -39'47 Washington 7,083,360 39.47
Massachusetts .16,790,028 39.47 West Virginia 2,715,017 70.46
Michigan )
Minnesota

12,932,029
6,868,376

51.85
43.41

Wisconiin
Wyoming

9,356,612
584,42

39.47
63.35

Mississippi 3,320,706 66.75 Puerto Rico 2,970,801 39.47
Missouri 6,713,433 81.12 Virgin Islands 21,292 s 100.00
Montana 1,002,249 ' 100.06

dpcimal places.
1

) 2 (79 A

2 u.
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c.

ALLOCATIONS OF SUPPLEMENTAL EDUCATIONAL OPPORTUNITY RANT (SEOG)
FUNDS FOR USE IN FISCAL YEAR 1977 (1976-77 AWARD PERIOD)

Initial Year SEOG
Program

Totals
Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
District of Coluinbia
Florida
Georgia
Hawawii

Idaho
Illinois
Indiana
Iowa i
Ka rrsas4....--
Kentucky -
Louisiana
Maine

'Maryland
Massachusetts
Michigan
Minnesota

. .

IPPI
. 1M issdti ri

Montana

.2 decimal places.

2/./.

Final State*
Allocation

Final Allo tion
as a Percentag f

Panel

Recommendation*.

IContinuing Year
Skip Program
w

Final State
Allocation

Final Allocation
as a Percentage of

Panel
Recommendation*

$124,832,000
1,762,163

173,093
1,580,555

671,332

33.66
30.42
2643
3cr.fig
76.68

Totals
Alabama

1 Alaska
-Arizona
Arkansas

$115,261,006 50.83
IY

1,784,481
.179,738
1,252-.2%

It
563,82?

15,184,767 29.12 California 11,649,859
2,081;212 26.99 Colorado 1,654,217
1,519,624 39.10 Connecticut 1,514,166

380,607
861,551 est

83.76
26.99

Delaware
District of Columbia

204,972
859,489

3,268,707 45.74 Florida 2,429,501
2,108, 3 62.57 Georgia 1,410,388

1 483 1 57.35 Hawaii 340,684
401;945 43:20 Idaho ap9-,450

5,576,944 26.99 Illinois 5,3/4,564
2,597752 37.99 Indiana 12,6n702
1,543;764 26.99 Iowa 2,002,5301
1,301,644 47.23 Ka nsai 1,258,174
1,43,798 .42.80 Kentucky .1,111,662
1,732,283 , 65.13 Louisiana 1,289,227
1,7,16,442 26.99 Maine 2,766,370
1,925,33' 27.31 Maryland 2,403,479
4,620,021 26.99 ' Missachusetts 5,425,269
4;604,635 29.34 Michigan = 6,20,12

690,637 26.99 Minnesota 3,431,535
,1,102,895 26.99 Mississippi 1,669,093

/2,172,434 43.72 Missouri 17064,235
385,322 34.34 Montana 357,752

-n

2 2,

_=
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ALLOCATIONS OF SUPPLEMENTAL. EDUCATIONAL OPPORTUNITY GRANTiltE0G)
FUNDS FOR USE IN FISCAL...YEAR 1977 0976-77 AWARD PERIOD) (Continued)

Initifl Year SEOG
Program

(Continued)
Nebraska
rIvacta
NOw Hampshire
kiw Jersey
New Mexico
New York
Nth Carolina
Ncirth,ipakota
Ohio.
Oklahoma

C.4 Oregon
Pennsylvania
Rhode Island
SotAti ro ICa l' na 'pm

South Dakota .

Tennessee

Utah
Vermonr-
Virginia

,411)

44

0',

ti

V

Washington
West Virginia
Wiscginsin

Islands
Pu p-Rico'

,

Virgin Islands

'P.

'93

42 decimal places.
'

Final State
Allocation

Finbl Allocation
as a Percentage of
`' = Panel
R ecom in enciati on 'lc

Continuing Yeae_i
SEOG Program'

o - '

( Continued).
838,337 6140 Nebraska
284,084 . 41,08 Nevada
930,15V 26.99 New Hampshire

2,853,613 50.45 New Jersey
844,704 26.99 New Mexico

9,981,639 38.87. New York
2,690,596 40.27 North Carolina

699,021 26.99 74-7- North Dakota
4,62,270 32.25 Ohio
1,575,921 54.85 Oklahoma
2,887;594 26.99 Oregon
5,209,878, 40.89; Pennsylvania /

605,107 29.66 Rhode Island
1,293,171 43.40 South Carolina

711,400 26.99 Sotith 'Dakota
1,99066 40.19 Tennessee
6,053,846 51.43NX. Texas; .

954,473' 57.61 rbteh'
1,249820 26.99 .Vermont
2,226,023 49.61 Virginia
3,814,616 .26.99 Washingtop ;

800,388 32;49 West Virginia -

4,804,01 26.99 sir Wisconsin

.1077 32.84 Wyoming., .
43,768 81.72 Pacific Islands

.26.99 Puer.to,"Flico
*44" 13;' 52.36

of

Virgin Islands

. Final Allocation
, Final,State as a Percentage of

Allocation Panel
. Jo.

-Recommendatioh4

$ 675,/46
1.52,910

-983,217
2,051,016
1,369,3
8,547,9
2,506,
1,211,6
4,723,6

a

50.83

885,437\
2,060,996 \
'4;784,550

743,535
1,084,233

918,178
1,871,347
3,981,506

739,2651
4,391,574'
1,561,510
2,684,622
'1,026,392
4,685,553
.217,046

1,956,575
7,854

4

ti

a

It

a IL
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APPS -NI

PARTICIPANTS AT THE PUBLIC HEARINGS

November 11, 1976 Washington,

Butts, Thomas
Director of Student Financial Aid
University of Michigan -

Ann Arbor, IsMthigan

Cattell, Newton
Pennsylvania State University
University Park, PfnnsylVania
Representing: University'Extension Association

'Fowler, William
% Executive Director

National Home Study Council, and
Executive Secr-italy-a.--
Accrediting Commiffon of'the National Home Study Giouncil.
Washington, D.C.

Holec, Donald
Director, Financial Aid
Purdue University
Representing: Midwest Association of $..tuctntyinancial,Aid Administrators

Jones, Michael
tsittudent

Strayer College
Washington, DX;

Kites, Robert J. (Jr)
College Entrance Examination Board
New :York, Nesk York .

Lefkovits, Marty.
State Universiay of NeW,York
Albany, New York
Representing: Eastet'n Msoc. iation of Student Financial Aid Administrators

Martin, Dallas
Execukive Director
Nation'al Association of Student Financial Aid Administrator's

244
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9

l' early, William
Executive Director
Association of Community College Trustees. --
Washington, D.C.

Millard, Richard
Director
Higher Education Services
Education.Commission of the-States
Denver, Colorado'

Muir,head, Peter
C Clearinghouse ,
fessor; 'George Washington University

Washington, D.C.

mains, Jay S.
General_Counsel
CaliforniaKssociation of Paramedical Schools
Los Angels; California .

Also repreSentin : yirgi&A`tAssociatiori of Private Schools
.9 A

Poe, William
Student
George4/ashington University_
Washington, D.C.

Purdy, Allen
° Director, Student Financial Aid
University of Missouri
Columbia, Missouri

Rhettp.Haskell
Assistant Chancellor for Student Assistance

fl New Jersey Department of Higher Education
Representirw National Association of State Scholarship and Grant

t

Programs .

Rice, Lois
Vice Pretident

olleg6 Entrance Examination Board
ngton,

Salind rs, Charles .

Di

. . . .
.

_ tec r, Office of Government Relations
a , AmAlcan Council for Educatioin

Washington; D.C.

Seipeft, Doug A.

m0 ,,

Deputy Director
e

Ohio Student Loan Comnlissioti
--tnlumbus, Ohio , t

,

. 'Representing: 'National Council of H igher Education and Loan Programs
-

10 .. 4 i' 245
.
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r

Smith, Ernest ,-
Administrator of Student Aid

_ 'Florida Department of ,Educatign
Tallahassee,-Florida

Walling, Robert C.
Director of Student Financial Aid
Cornell University
Ithaca, New York-

Zaglaniczny, Larry
Coalition of. Independent College and University Students
Washington, D.C.

. January '6,1977 San Francisco, California>

Barr, Ronald
President
Student National EducationAssociation
Washington, D.C.

Butts, Thomas
Director, Student Financial Aid
University of Michigan
'Ann Arbor, Michigan

Fowler, Linda
Staff Associate
Education Commissiorl of States
Deni/er, Colorado

Henry, Joe B.
American College Testing
Washington,,D.C.

: Howe, C.R.
California Association of Paramedical Schools
Missiop Hill, California

Hoy, JohnC.
Vice Chancellor for University and Student Affairs
Ltniver-sity of California at Irvine
Irvine, California

-; Lloyd/ Richard
_- Student.

University of California at Berkeley
eetkeley, Califorpia a

Sidar,
College Scholarship Service,
College Entrance Examination Board

. New York, New York
`246 -
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Todd,, James
Director of Scholarships aad_Financial Aid
University of Houston
Houston, Texas
RepreSenting: Minority Affairs Commi4sion of NASFAA

Travers, Fred
Associate Director of Financial Aid
University of California at Berkeley
Berkeley, California

Voight, Peter
Director of-Division of Basic and State Student Grant
Office of Education,'HEW
Washington, D.C.

9

r

Written Comment.

Gibs On, R. Jerrold
Dir ctor
O PAce or Fiscal Services
Harvard University
Cambridge, Massachusetts

Snyder, yilbur M. .

Adminietrator for Vocational-Education
Director of Clover Park Vocational Technical Institute
Lakewood Center, Washington

.

February 4, l9 Dallas, Texas

Cockrill, Chaifes
Allstate Business College
Dallas,Texas
Representing: Texas Association of Private ,Schppls

Darbisdn, Larry -

Prdject Director
Oklahoma Talent Search
East Central Unive'rsity
Ada, Oklahoma

Hulcher, J.K.
.'.Northeast Oklahoma State University
Tapelquah, Oklahoma

Jacobs, Marion
Director of Studentinancial Aid,
University of Texas at Arlington
(Repjesenting:, texas Association of Slodent Financial 1!d Administrators

-
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Jones, Jack
Associate Director.of Student Financial Aid
West Texas State University
Canyon, Texas

Luna, Xavier apd Mariico, Pete
Students
American Trades Institute

-D,allas, Texas

McCollough, Rebecca
Student
Southern Methodist University
Dallas, Texas

McFarland, Robert
Director
New Orleans Educational Talent Search Program
New Orleans.ouisiana I

MY,

0

Powell, Ruth
Counselw
Dallas Cosmethology Academy
Dallas, Texas

Sanford, Ann)ir-
Z

Counselor :

Lincoln High School°
Dallas, Texas 3.*

"As

Todd, Jaynes
6irectot of Scholarships grid Finpcial Aid
University of Houston
Houston, Texaq
Representingi- Minority Affairs of NASFAA

Wagner, Lucas C.
Parent
Dallas, Texai

Written 'Comments

Leslie, Larry
Professor of Higher Education
The University of AFizopta.
.Tucsen, Arifona

Snow, Richard Jay
Finincial Aids Officer
Snow College
Ephraim, Utah

2118

2 :9

- _



ti

as.

Craig Jess
Financial Aids Coordinator
Los Angeles City College
Los Angeles,'Caiifornia

Written Testimony

Hoy, John C:
Vice Chancellor for OniversitAnd Student Affairs.
University of California, Irvi*
Irvine, California

March 3,3.977' Chicago, Illinois
t-

Beck, Haily L. ,
II

University of Cincinnati '
Cincinnati, Ohici

...-
Representing: Ohio Association of Student rinincial Aid Administrators

.
Brown, Thom P.
Director of, Financial id
University of Illinois, Chicago Circle .

-- :Chicago, Illinois_

BOyd, Joseph
Executive Director
Illinois State Scholarship Commission
Deerfield, IllinoiS

bI.

4

Clark, Joyce
Coordinator
Higher ,Education Guidance Program

-*Bureau of Pipil Personnel Services

Chicago, Illinois,
hiC4gd Put:kik Schools ;

Flolet, Donald
,--Director of Firiancial Aid
Purdue University__
Laf ayejte, indianal

,

Dean of -Admissions, tinanCial Aid and Records
Nor-thOestern University
Evaniton, Alinois

Vcrlaniel, Sett! F.
,Director TA gollego Woric Study
Catholic Charities
Chicago, itlinois

A

;

'44 .

v
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4

Moore, iarnes
-Acting Director

. Student Financial. Ass4tance ,

Bureau of POsttedondary Education
Office of Education/HEW-
111 ashingt o , D C

rNart
'

deVn, Myron / ,

Director of Financial Aid .

University of Wiseontin
Green Bay, Wisconsin

A.

Director of-Division of Basic and State Student Grant
e

18
Voight, Peter ,*

,

fg

Offite of Education, HEW
Washington, D.C. . .

41,,AprI
)
t.,4,1977 Atlatit4,Georgia

Briggs, Channing
..executive Director
National Association of Student -PersOnAel Adminittrators
Portland State Urtiversrry
Portland-,-Oregon;. 1

. Dalton, 1.%.Deah
Director ol Finin0d1 Aid*
Georgia State University
Atlanta, Georgia

1

Evaps, Robert W.
,Director of Financial Aid
Oglethorp University .

Atlanta,

Geer, Williar'n
Director of .Finan 'd
University of North arolina attfiapel
Chapel Hill, North Carolina

7

McCormick, Joe
Director of Studeht lid

'
-) .

I

5_ 1

Mississippi State UniVetsity .

Repeesenting: National Association of Stucleqt financial-Aid Admioistratorst
8, /Mims, Marlet .1-

Diretlor of Student Financial. Aid . -
Atlanta COlege of `Medical and, Dental Assistants
Atlanta, Georgia::

-

250'
12'31

4



Payton, Dan
Georgia State Scholarship ConNission
Tucker, Georgia
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