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INTRODUCTION

This Handbook provides detailed information for postsecondary institu-
tional financial aid administrators on the major Federal student financial
aid programs authorized under Title IV of the Higher Education Act (HEA)
of 1965, and its amendments: Pell Grants, Supplemental !ducational
Opportunity Grants (SEOG's), College Work-Study (CWS), Perkins Loans
(formerly National Direct Student Loans [NDSL'sJ), Guaranteed Student
Loans (GSL's), PLUS Loans, Supplemental Loans for Students (SLS's),
Consolidation Loans, Income Contingent Loans (ICL's), State Student
Incentive Grants (SSIG's), and the Robert C. Byrd Honors Scholarship
Program. Chapter Three of the Handbook, which covers the State grant
programs, also includes the Paul Douglas Teacher Scholarship Program,
which is authorized under Title V of the HEA, as amended. (Note: During
the 1988-89 award year, the ICL Program will be operated as a demon-
stration project at 10 schools, and may be more widely available in 1989-
90.)

These programs are administered through the Department of Education
(ED) by the Office of Postsecondary Education (OPE). Chapter One of
the Handbook provides an organizational summary of the Office of Stu-
dent Financial Assistance (OSFA) and the Debt Collection and Manage-
ment Assistance Service (DCMAS), which are part of OPE. Section One
of the Chapter covers OSFA, while Section Two covers DCMAS. Chapter
Two covers the General Provisions of the Federal student aid programs,
while Chapters Three through Nine cover the programs individually.

Purpose of
the Hand-
book

The Major
Student Aid
Programs

Program
Administra-
tion & Hand-
book Organi-
zation



Use of Hand-
book in Con-
junction with
other Refer-
ence Materi-
als

In administering thest Federal student aid programs at their institutions,
financial aid administrators should use this Handbook, along with the
authorizing statutes and the applicable program regulations. In addition to
the statutes and regulations, financial aid administrators should be aware
of updates to program information that are printed throughout the year in
"Dear Colleague" letters, question and answer bulletins, lender bulletins,
and in other program update notices. Any regulations or statutes that
become effective after the Handbook's publication date will supersede the
Handbook, when there is a conflicting statement.

6
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SECTION ONE:
OFFICE OF STUDENT

FINANCIAL ASSISTANCE
(OSFA) ORGANIZATION

The Office of the Deputy Assistant Secretary (ODAS) for Student Finan-
cial Assistance has the overall responsibi!ity for administering the student
financial aid programs and for developing the policies and procedures to
meet the objectives of those programs. The Deputy Assistant Secretary,
the Director of Student Financial Assistance Programs, and four special
assistants are all within the immediate office.

The Director, Student Financial Assistance Programs, monitors the day-
to-day program activities within OSFA to ensure coordination and pro-
grammatic effectiveness across division lines.

The OSFA central office has five divisions organized by function rather
than by program, although the Division of Policy and Program Develop-
ment and the Division of Program Operations and Systems have
branches relating to specific programs administered by the Office.
Shown at the top of the next page is a chart of the OSFA organization
down to the division level. Following that chart, the five OSFA divisions
and their functions are described separately, together with the telephone
numbers for the divisions, and the branches (and in some cases, the
sections) within those divisions. The area code for all OSFA central office
numbers is 202.

Office
of the
Deputy
Assistant
Secretary
732-3391

Director,
SFA
Programs

OSFA 1 3
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The Five OSFA Divisions

DIVISION OF POLICY AND PROGRAM DEVELOPMENT: 732-5217
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AND PROGRAM
DEVELOPMENT
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The Division of Policy and Program Development (DPPD) is responsible
for developing, coordinating, and analyzing student financial aid policies
and programs. It reviews all program materials for consistency with estab-
lished policy and procedures, develops policy manuals, and develops and
clears application forms. It also develops budget requests and justifica-
tions, formulates program requirements and procedures, and develops
regulations. DPPD analyzos the impact and cost of legislative initiatives
It also provides authoritative advice on student assistance programs and
performs special assignments for the agency.

PELL GRANT BRANCH (732-4888)

The Pell Grant Branch performs the functions of the Division of Policy and
Program Development as they relate to the Pell Grant Program.

The Analysis Section is responsible for developing and analyzing long-
range program management and policy issues; projecting program impact
for alternative regulatory, legislative, and program changes; determining
information needs for analysis of program objectives; and analyzing trends
for legislative, policy, and budgetary purposes. The Section, in conjunc-
tion with the Policy Section, develops application forms and related materi-
als.

The Policy Section is responsible for udv.loping and interpreting program
policies and procedures, including developing and updating policy manu-
als, program regulations, and proposed legislative amendments. The
Section, in conjunction with the Analysis Section, develops applications
and related materials. The Section also coordinates the Pell Grant Pro-
gram across division lines.

CAMPUS AND STATE GRANT BRANCH (732-3963)

The Campus and State Grant Branch performs the functions of the Divi-
sion of Policy and Program Development as they relate to the Perkins
Loan, CWS, and SEOG (campus-based) Programs.

It is also responsible for coordination between OSFA and the States on
student financial aid, and for developing, administering, operating, and
monitoring the SSIG, the Paul Douglas Teacher Scholarship (formerly
called the Congressional Teacher Scholarship or the Carl D. Perkins
Scholarship), the Robert C. Byrd Honors Scholarship, and the Income
Contingent Loan (ICL) Programs.

Division
Responsibili-
ties

Analysis
Section
732-4888

Policy
Section
732-4888

Coordination
Between
OSFA &
States

OSFA 1 - 5



Analysis
Section
732-3963

Policy
Section
732-4490

SSIG
Section
732-4507

Analysis
Section
732-4242
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The Analysis Section is responsible for analyzing long-range program
management and policy issues; projecting program impact for alternative
regulatory, legislative, and program changes; determining information
needs for analysis of program objectives; and analyzing trends for legisla-
tive, policy, and budgetary purposes.

The Policy Section performs planning activities for the campus-based
programs, including defining program goals and objectives, assessing and
evaluating the effectiveness of program activities in achieving those goals,
and identifying and implementing policy changes needed to achieve goals
and objectives.

The Section determines, clears, and interprets program policies and
procedures. This includes developing and updating policy manuals,
program regulations, and proposed legislative amendments. The Section
is also responsible for developing appropriate application and program-
related forms, and for coordinating the campus-based programs across
division lines.

In addition to administering the SSIG Program, the State Student Incentive
Grant Section is responsible for administering the Paul Douglas Teacher
Scholarship (formerly called the Congressional Teacher Scholarship or the
Carl D. Perkins Scholarship), and the Robert C. Byrd Honors Scholarship
Programs. It is responsible for policy and analysis, as well as fiscal opera-
tions functions.

The SSIG Section develops and applies standards for review of State
program agreements, reviews and approve State agency applications for
funds, manages annual allocations and reallocations of funds, monitors
program operations to ensure State agency compliance with Federal
requirements, develops regulations and legislative proposals, and pro-
vides guidance to State agencies on policy and procedural issues.

GUARANTEED STUDENT LOAN BRANCH (732-4242)

The Guaranteed Student Loan Branch performs the functions of the Divi-
sion of Policy and Program Development as they relate to the GSL, PLUS,
SLS, and Consolidation Loan Programs.

The Analysis Section analyzes long-range program management and
policy issues; projects programmatic impact of alternative regulatory,
legislative, and operational changes; determines information needs for
analysis of program trends and objectives; and prepares the program
budget and supporting information. The Section also recommends and
develops plans for evaluation studies, and participates in issuing and
reviewing contracts for these studies.

10



The Policy Section performs planning activities for the GSL, PLUS, SLS,
and Consolidation Loan Programs, which includes defining program goals
and objectives, assessing and evaluating the effectiveidess of program
activities in achieving those goals, and identifying and implementing policy
changes needed to achieve goals and objectives.

The Section determines and interprets program policies and procedures.
This includes developing and updating policy manuals, program regula-
tions, and proposed legislative amendments. The Section also coordi-
nates the GSL, PLUS, SLS, and Consolidation Loan Programs across
division lines.

STUDENT VERIFICATION BRANCH (732-5577)

The Student Verification Branch is responsible for detecting and prevent-
ing misreporting and/or suspected misrepresentation and abuse of student
financial aid programs in the application process.

The Verification Development Section develops the overall policies and
procedures for verifying the accuracy and appropriateness of data re-
ported by students and parents. Associated tasks include developing,
analyzing, and revising the criteria under which applicants are selected for
verification, writing the regulations and guidelines governing the imple-
mentation of verification at postsecondary institutions, providing interpreta-
tion of legislation and regulations, and assisting the financial aid commu-
nity with verification concerns in writing, by telephone, and through various
publications such as the annual Verification Guide.

Additional tasks include working with the MDE and need analysis agen-
cies to assure consistency in implementing need analysis procedures,
testing those agencies' verification selection systems as well as the verifi-
cation selection system of the central application processor to assure
selection accuracy, developing the methods and procedures used by
financial aid administrators to verify data contained on Title IV Federal
student aid applications, working with the IRS on verification issues, and
representing verification concerns to ED management.

The Case Processing Section reviews cases referred to ED by institutions
when:

There are differences between the financial aid administrator
and the student or parent
The student received an overpayment, or
The student is Suspected of having deliberately misreported informa-
tion.

1

Policy
Section
732-4242

Verification
Development
Section
732-5579

Case
Processing
Section
732-5575
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The Section also reviews and evaluate cases referred by the inspector
General and other offices within the Department of Education.

* Note: The Section only resolves cases in which the student' as already
received Title IV funds. The Section also provides technical assistance to
financial aid administrators, students, and parents on verification cases.

DIVISION OF PROGRAM OPERATIONS AND SYSTEMS: 732-3701
11111 Z.NIWEINIMMI

DIVISION OF PROGRAM
OPERATIONS AND

SYSTEMS

PELL GRANT
PROGRAM
BRANCH

CAMPUS-BASED
PROGRAMS
BRANCH
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STUDENT LOAN

BRANCH
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SYSTEMS
TECHNOLOGY AND
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Division
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Institution
Involvement
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The Division of Program Operations and Systems (DPOS) is responsible
for the delivery and control of Federal funds and services authorized for
the major Federal student financial assistance programs: Pell Grants,
Supplemental Educational Opportunity Grants (SEOG's), College Work-
Study (CWS), Perkins Loans (formerly National Direct Student Loans
[NDSL'sj, and Guaranteed Student Loans (GSL's)/PLUS Loans/Supple-
mental Loans for Students (SLS's)/Consolidation Program Loans. PLUS
and SLS Loans are part of the GSL Program.

Student aid fund delivery and control involves over $6 billion in annual
Federal funds, and over $8 billion in annual insured student loans, and
the interaction with more than 8,000 postsecondary institu,:ons and more
than 10,000 lending institutions and guarantee agencies throughout the
United States, the Republic of Palau, and other entities affected by the
Compact of Free Association.

.12



The Division develops and implements operational policies and proce-
dures :::r the delivery of program services, the control and accountability
of funds, and the design, development, and maintenance of automated
- ::counting and management information systems. Additionally, the Divi-
sion is responsible for processing funding requests and issuing award
documents and authorizations, fund reconciliation, payment of interest
billings and special allowance for insured loans, payment of default claims
to lenders and guarantee agencies, collection of insurance premiums,
payment of claims for death, disability, and bankruptcy, and for teacher/
military cancellations and reimbursements.

The Division is responsible for administering over $20 million annually in
contracts that support program delivery. The Division is also responsible
for program data base management, developing both short- and long-
range program Automated Data Processing (ADP) requirements, design-
ing and developing new systems and modifying existing systems, imple-
menting and maintaining all operational systems, and ensuring quality
control. The Division provides overall guidance and technical assistance
to postsecondary institutions, lending institutions, State and non-profit
guarantee agencies, regional offices, and to other interested parties re-
garding the following: the delivery and recovery of program funds, infor-
mation on the accountability for funds, the closing of awards, and technical
information on the operation of the programs. In performing the above
tasks, the Division oversees the establishment and monitoring of internal
controls to prevent fraud, waste, and abuse.

The Division is organized into four branches. These are the Systems
Technology and Management Services Branch, the Campus-Based Pro-
grams Branch, the Guaranteed Student Loan Branch, and the Pell Grant
Branch.

SYSTEMS TECHNOLOGY AND MANAGEMENT SERVICES
BRANCH (732-4840)

This Branch is responsible for strategic planning for all student financial
aid programs ADP systems; designing, developing, and maintaining cross-
cutting management information systems; providing microcomputer sup-
port; and monitoring standardization for data common to all programs and
compliance with applicable ADP standards.

The Branch is also responsible for cross-cutting program analysis, re-
source, financial, and procurement planning functions; ensuring compli-
ance with financial and accounting requirements and standards; coordinat-
ing Division Quality Control and internal audit activities; and coordinating
Division administrative functions.

Additional
Division
Responsibili-
ties

Division
Organization

OSFA 1 - 9



CAMPUS-BASED PROGRAMS BRANCH (732-3711)

The Campus-Based Programs Branch is responsible for all operational

aspects of the campus-based programs, including the allocation of funds

to institutions; fund control; systems requirements, modifications, and

maintenance; and other operational activities. The campus-based pro-

grams are: Perkins Loans (formerly National Direct Student Loans),

Supplemental Educational Opportunity Grants, College Work-Study, and

Income Contingent Loans. The Branch is also responsible for the devel-

opment of the annual report/application form (FISAP). The Branch pro-

vides technical assistance and authoritative advice to postsecondary

institutions regarding authorization of funds withdrawal, proper accounting

and use of such funds, and administration of the Perkins Loan Fund.

GUARANTEED STUDENT LOAN BRANCH (732-3711)

The Guaranteed Student Loan Branch is responsibie for all operational

functions of the Guaranteed Student Loan (GSL) Program. This includes

all program and systems activities for the Federal Insured Student Loan

(FISL) Program which include the following: processing and payment of

interest and special allowance to lending institutions, payment of claims,

processing of collections on defaulted loans, and reporting activities on

schools, lenders, and students. This also includes all program and sys-

tems activities for the portion of the GSL Program administered by the
guarantee agencies which include: payment of reinsurance claims, admin-

istrative cost allowance and advance funds, processing of reinsurance

collections and quarterly reports, and processing of interest and special

allowance to lending institutions.

PELL GRANT BRANCH (7324693)

The Pell Grant Branch is responsible for all aspects of development,

design, implementation, and management activities related to the delivery

of the Pell Grant Program to postsecondary institutions and/or students.

The Branch administers and operates the Pell Grant Application Process-

ing System, the Pell Grant Multiple Data Entry Systems, the Pell Grant

Data Preparation System, and the Pell Grant Disbursement System, which

disburses funds to students through institutions, manages fund control and

fiscal accounting, determines a variety of systems needs (requirements,

design enhancements, and modifications), and maintains operating sys-

tems. The Branch also administers the residual functions and responsibili-

ties for the Alternate Disbursement System (ADS).



In addition, the Branch establishes and provides administrative allowance
payments to participating institutions, provides technical assistance and
authoritative advice to postsecondary institutions regarding authorization
of funds to be drawn down, and proper accounting for and use of such
funds and procedures to close prior year Federal and institutional ac-
counts.

DIVISION OF AWIT AND PROGRAM REVIEW: 732-3197
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DIVISION OF AUDIT
AND PROGRAM

REVIEW

AUDIT REVIEW
BRANCH

PROGRAM REVIEW
BRANCH

PROGRAM COMPLIANCE
BRANCH

The Division of Audit and Program Review (DAPR) is responsible for
monitoring postsecondary and financial institutions' administration of Title
IV student financial assistance programs through audit review and pro-
gram review activities, and administering the fine, limitation, suspension
and termination authority.

AUDIT REVIEW BRANCH (732-3208)

The Audit Review Branch (ARB) analyzes and reviews all audits of
OSFA's student financial aid programs to determine if institutional admini-
stration of the program(s) conforms with the statutes, regulations, and
established policies. It advises institutions of any necessary corrective
actions or monetary reimbursements required as a result of audit findings.
The Branch also monitors institutional adherence to the biennial audit re-
quirement. The Branch has three sections: Section 1 carries out all
Branch functions for institutions locat-Al in regions V, VII, VIII, and X;
Section 2 carries out all Branch functions for institutions located in regions
III, VI and IX; and Section 3 carries out all Branch functions for institutions
located in regions I, II, and IV.

I5
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PROGRAM REVIEW BRANCH (732-3182)

The Program Review Branch develops standard guidelines and operating
procedures for program reviews; prepares and distributes reports on the
findings, resolutions, and repayment of Federal funds directly attributable to
the program review effort; and develops criteria for identifying institutions to
be reviewed. The Branch also conducts program reviews and certification
reviews at postsecondary and financial institutions participating in the Title
IV student aid programs. The Branch has three sections: Section I has first
priority for handling institutional matters in regions I-V; Section II has first
priority for institutional matters in regions VI-X; and Section III has first
priority for handling GSL matters.

PROGRAM COMPLIANCE BRANCH (732-3179)

The Program Compliance Branch administers the procedures used in
taking fine, limitation, suspension, termination, and emergency actions
against the participating institutions and lenders. It also helps to prepare
and to coordinate civil litigation activities and cases with the ED Office of
General Counsel and the Department of Justice. The Branch also admin-
isters the Division's funding control actions, by placing, removing, and
transferring institutions from one type of payment system to another.

DIVISION OF TRAINING AND DISSEMINATION: 732-3134

DIVISION OF TRAINING
AND DISSEMINATION

16



The Division of Training and Dissemination is responsible for all OSFA-
sponsored training and dissemination activities. The Director's office co-
ordinatesordinates and plans all activities with other senior staff in OSFA to estab-
lish priorities and allocate resources for training.

TRAINING BRANCH (732-3146)

The Training Branch directs and carries out OSFA-sponsored training
activities on the Title IV student financial aid programs. It assesses
training needs, determines the methods to be used, and develops and
evaluates training programs. The Training Branch delivers training or
directs the delivery of training by Regional Office staff or contractors.
Training is targeted at OSFA staff and the financial aid community. The
latter includes postsecondary institution personnel, high school counsel-
ors, and staff of State aid/loan guarantee agencies and lending institu-
tions.

DISSEMINATION BRANCH (732-3154)

The Dissemination Branch distributes information about OSFA programs
through publications, public media announcements, attendance and
technical assistance at meetings and conferences, and distribution of
brochures and technical publications to institutions, State agencies,
student organizations, and other groups interested in student financial
aid. The Branch provides the central communications services for OSFA
and handles the printing and distribution of OSFA forms and publications.
It also responds to most public inquiries received by OSFA, whether
written or verbal. It assesses the information needs of the various groups
served by OSFA and develops materials and delivery techniques to meet
those needs.

The Information Section is responsible for responding to telephone inquir-
ies from the general public, congressional offices, and the education
community concerning OSFA programs. These inquiries range from
general information to technical problems concerning students and insti-
tutions. The Section also exhibits and disseminates OSFA materials at
national and regional educational conferences, assists in developing and
designing OSFA public-use forms and coordinates OMB clearance of
those forms, and manages OSFA's records retention activity. The Sec-
tion develops and maintains dissemination networks for all of OSFA's
publications and information dissemination contracts. It also orders and
supervises the delivery of essential supplies to certain OSFA contractors.

Division
Responsibili-
ties

Information
Section
732-3154



Development
Section
732-3152

Division
Responsibili-
ties

OSFA 1 - 14

The Development Section writes, edits, and prepares final copy for a
variety of OSFA publications intended for a variety of audiences: financial
aid administrators, high school counselors, parents, students, financial aid
recipients, and the general public. It selects appropriate media and devel-
ops informational materials for specialized audiences (for example, handi-
capped, Spanish-speaking) and writes and maintains the standard para-
graphs and form letters used in responding to OSFA's control and general
correspondence on Title IV programs. The Section also handles all tele-
copier services for OSFA.

DIVISION OF FIELD OPERATIONS: 732-5192

REGIONAL DIRECTOR
CENTRAL

REGIONS IV -VII

REGIONAL DIRECTOR
WESTERN

REGIONS VIII - X

The Division of Field Operations implements critical functions in the field
through the regional offices. These functions include conducting program
reviews of participating postsecondary institutions, lenders, and guarantee
agencies; conducting certification reviews of postsecondary institutions;
providing technical assistance to those recipient groups, and to the gen-
eral public in correctly implementing the student financial aid programs
administered by OSFA; and providing training programs for the financial
aid community. The Division also performs other selected assignments
and functions as needed to assist the central office units.

1 8



DFO implements the program review function in accordance with program
review policies and procedures established by the Division of Audit and
Program Review. DFO also provides training to the financial aid commu-
nity in accordance with policy direction and curriculum materials devel-
oped by or in cooperation with the Division of Training and Dissemination.

The Director of Field Operations and his/her immediate staff members
(who are located in headquarters) plan and implement overall resource
allocation for the functions of the Division, negotiate new and revised
assignments for DFO personnel with other offices in OSFA, and direct and
monitor the accomplishments of Division objectives. Three regional direc-
tors serve as direct supervisors for a designated group of regional offices.
The Eastern Regional Director is located in region I and supervises re-
gions I, II, and III; the Central Regional Director is located in region VI and
supervises regions IV, V, VI, and VII; and the Western Regional Director is
located in region IX and supervises regions VIII, IX, and X.

DFO oversees-the operation of two branches, the Institutional Review
Branch (IRB) and the Guaranteed Student Loan Branch (GSLB). There is
an IRB in each of the ten regional offices, a GSLB located in six of the
regional offices, and a training officer in ech of the ten regional offices.
There are no central office telephone numbers for the branches. Tele-
phone numbers for the individual branches are listed with the regional
office addresses following the branch functional statements.

INSTITUTIONAL REVIEW BRANCH

Each region's Institutional Review Branch (IRB) performs the functions of
program review and related activities for the postsecondary educational
institutions in each region. This branch provides technical assistance in
program administration to institutions. It recommends policy and opera-
tional improvements to central office staff, and participates as needed in
special projects to assist headquarters as assigned by the Director of Field
Operations. The supervisor of this branch provides administrative supervi-
sion for the training officer in each regional office. This branch also pro-
vides administrative support for the Higher Education Program's Regional
Grants Representative.

In performing its responsibilities, the IRB staff conducts program reviews
of student financial assistance programs in postsecondary educational
institutions; conducts certification reviews of postsecondary educational
institutions entering the campus-based programs; initiates corrective
actions required to assure that Title IV funds are being properly used, and
programs are being properly administered; provides technical assistance
to institutions and to the general public through site visits, follow-up re-
ports, correspondence, and telephone communications; recommends
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Region I

Region II

Region III
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settlement terms for liabilities identified in program reviews and maintains
appropriate institutional files, logs, fiscal records, and correspondence;
works closely with and/or refers cases to the Office of the Inspector Gen-
eral and/or the Audit Review Branch (ARB) of DAPR in the central office;
maintains a close liaison with the Program Review Branch (PRB) of DAPR
to resolve questions of policy and liability; identifies, through analysis and
application of existing policy, the need for policy development or modifica-
tion; recommends reimbursement method of funding, monitoring of funds,
and limitation, suspension, termination, or fine actions; facilitates ac-
countability of Title IV funds at schools which have closed or are ceasing
participation in Title IV programs; negotiates transfer of Perkins Loan
funds and promissory notes from one school to another, or to the Depart-
ment of Education; recommends to the central office changes in institu-
tional Perkins Loan level of iending; and provides necessary training and
dissemination, as coordinated by the Training Officer, for postsecondary
institutions and other financial aid groups in the region. The 1RB's within
the regionaloffices, along with their addresses and telephone numbers,
are listed below:

INSTITUTIONAL REVIEW BRANCHES

U.S. Department of Education, Region I
Office of Student Financial Assistance
Institutional Review Branch
J. W. McCormack Post Office and

Courthouse Building
5 Post Office Square, Room 510
Boston, Massachusetts 02109
Telephone: (617) 223-9338

U.S. Department of Education, Region II
Office of Student Financial Assistance
Institutional Review Branch
26 Federal Plaza, Room 3954
New York, New York 10278
Telephone: (212) 264-4411

U.S. Department of Education, Region III
Office of Student Financial Assistance
Institutional Review Branch
P.O. Box 13716
3535 Market Street
Philadelphia, Pennsylvania 19104
Telephone: (215) 596-0247

20

STATES SERVED

Connecticut, Maine,
Massachusetts,
New Hampshire,
Rhode Island, and Vermont

New Jersey, New York
Puerto Rico, and Virgin
Islands

Delaware, District of
Columbia, Maryland,
Pennsylvania, Virginia,
and West Virginia



U.S. Department of Education, Region IV
Office of Student Financial Assistance
Institutional Review Branch
101 Marietta Tower, Suite 2203
Atlanta, Georgia 30323
Telephone: (404) 242-2099

U.S. Department of Education, Region V
Office of Student Financial Assistance
Institutional Review Branch
401 South State Street, Room 700-D
Chicago, Illinois 60605
Telephone: (312) 353-0376

U.S. Department of Education, Region VI
Office of Student Financial Assistance
Institutional Review Branch
1200 Main Tower, Room 2150
Dallas, Texas 75202
Telephone: (214) 729-3811

U.S. Department of Education, Region VII
Office of Student Financial Assistance
Institutional Review Branch
Executive Hips North, 7th Floor
10220 North Executive Hills Boulevard
Kansas City, Missouri 64153
Telephone: (816) 891-8055

U.S. Department of Education, Region VIII
Office of Student Financial Assistance
Institutional Review Branch
1961 Stout Street
Denver, Colorado 80294
Telephone: (303) 564-3676

U.S. Department of Education, Region IX
Office of Student Financial Assistance
Institutional Review Branch
50 United Nations Plaza
San Francisco, California 94102
Telephone: (415) 556-5689

U.S. Department of Education, Region X
Office of Student Financial Assistance
Institutional Review Branch
2901 Third Avenue, Room 100
Seattle, Washington 98121-1042
Telephone: (206) 399-0434

Alabama, Florida, Georgia,
Kentucky, Mississippi,
North Carolina, South
Carolina, and Tennessee

Illinois, Indiana, Michigan,
Minnesota, Ohio, and
Wisconsin

Arkansas, Louisiana,
New Mexico, Oklahoma,
and Texas

Iowa, Kansas, Missouri,
and Nebraska

Colorado, Montana,
North Dakota, South Dakota,
Utah, and Wyoming

Arizona, California, Hawaii,
Nevada, American Samoa
Guam, Federated States of
Micronesia, Palau, Marshall
Islands, & the Commonwealth
of the Northern Marianas

Alaska, Idaho, Oregon,
and Washington

Region IV

Region V

Region VI

Region VII

Region VIII

Region IX

Region X
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GUARANTEED STUDENT LOAN
BRANCHES

Branch
Organization

Branch
Responsibili-
ties

Region I

GUARANTEED STUDENT LOAN BRANCH

Each region's Guaranteed Student Loan Branch (GSLB) performs reviews
of participating lenders and of guarantee agencies and related activities in
its own regions and in other designated regions. Most branches handle
reviaws for two Federal regions. The staff members also participate as
needed in special projects to assist headquarters, as assigned by the
Director of Field Operations. Four of the regional offices (regions III, VII,
VIII, and X) do not have GSLB's. In these regions, the lender and guaran-
tee agency reviews will be done by one of the GSLB's in the other six
regions. Region II handles the reviews for region III; region VI handles the
reviews for region VII; and region IX handles the reviews for regions VIII
and X.

In performing its responsibilities the GSLB staff conducts program reviews
of guarantee agencies and Guaranteed Student Loan lenders; initiates
corrective actions required to assure that Title IV funds are being properly
used and programs are properly administered; monitors guarantee agency
staff reviews of schools and lenders in order to assure the protection of
the Federal interest and compliance with Federal requirements; provides
technical assistance and service to lenders, guarantee agencies, and to
the general public through site visits, follow-up reports, correspondence,
and telephone communications; recommends settlement terms for liabili-
ties identified in program reviews, and maintains appropriate files, logs,
fiscal records, and correspondence; corks closoly with and/or refers cases
to the Office of the Inspector General and/or to the ARB of DAPR in the
central office; maintains a close liaison with the PRB of DAPR to resolve
questions of policy and liability; identifies through analysis and application
of existing policy, the need for policy development or modification; and
provides necessary training and dissemination, as coordinated by the
Training Officer, for lenders, guarantee agencies, and other financial aid
groups in the designated regions. The GSLB's within the regional offices,
along with their addresses and telephone numbers, are listed below:

U.S. Department of Education, Region I
Office of Student Financial Assistance
(uaranteed Student Loan Branch
J. W. McCormack ?ost Office and

Courthouse Building
5 Po3t Office Square, Room 510
Boston, Massachusetts 02109
Telephone: (617) 223-9333
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STATES SERVED

Connecticut, Maine,
Massachusetts,
New Hampshire,
Rhode Island, and Vermont



U.S. Department of Education, Region II
Office of Student Financial Assistance
Guaranteed Student Loan Branch
26 Federal Plaza, Room 3954
New York, New York 10278
Telephone: (212) 264-8284

No Guaranteed Student Loan Branch
(served by Region II)

U.S. Department of Education, Region IV
Office of Student Financial Assistance
Guaranteed Student Loan Branch
101 Marietta Tower, Suite 2203
Atlanta, Georgia 30323
Telephone: (404) 242-0526

U.S. Department of Education, Region V
Office of Student Financial Assistance
Guaranteed Student Loan Branch
401 South State Street, Room 700-D
Chicago, Illinois 60606
Telephone: (312) 353-0377

U.S. Department of Education, Region VI
Office of Student Financial Assistance
Guaranteed Student Loan Branch
1200 Main Tower, Room 2150
Dallas, Texas 75202
Telephone: (214) 729-3811

No Guaranteed Student Loan Branch
(served by Region VI)

No Guaranteed Student Loan Branch
(served by Region IX)

U.S. Department of Education, Region IX
Office of Student Financial Assistance
Guaranteed Student Loan Branch
50 United Nations Plaza
San Francisco, California 94102
Telephone: (415) 556-1630

No Guaranteed Student Loan Branch
(served by Region IX)

New Jersey, New York,
Puerto Rico, Virgin Islands
Delaware, District of
Columbia, Maryland,
Pennsylvania,Virginia,
and West Virginia

Alabama, Florida, Georgia,
Kentucky, Mississippi,
North Carolina, South
Carolina, and Tennessee

Illinois, Indiana, Michigan
Minnesota, Ohio, and
Wisconsin

Arkansas, Louisiana,
New Mexico, Oklahoma,
Texas, Iowa, Kansas, Missouri,
and Nebraska

Arizona, California, Hawaii,
Nevada, American Samoa
Guam, Federated States of
Micronesia, Palau, Marshall
Islands, Commonwealth of the
Northern Marianas, Colorado,
Montana, North & South
Dakota, Utah, Wyoming, Alaska,
Idaho, Oregon, & Washington

Region II

Region III

Region IV

Region V

Region VI

Region VII

Region VIII

Region IX

Region X
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SECTION TWO:
DEBT COLLECTION AND MANAGEMENT

ASSISTANCE SERVICE (DCMAS)
ORGANIZATION

The DCMAS organization coordinates the Department's student and
institutional construction loan collection efforts, designs and implements
ADP and office automation plans and quality control and error reduction
programs, and works to improve the productivity of OPE operations.

1

The immediate office of the Director of DCMAS is responsible for
managing defaulted student loan accounts under the FISL, GSL, NDSL
(recently renamed Perkins), and LEEP Programs. It directs all aspects of
the management of outstanding facility loans to institutions of
postsecondary education made under Title VII of the Higher Education Act
of 1965 and Title IV of the Housing Act of 1950 as well as the
management of property acquired through foreclosure. The immediate
office's functions include designing, developing, and monitoring systems
for quality control and policy compliance, and directing OPE-wide
verification of program delivery procedures. In addition, this office
develops corrective action proposals to reduce errors and initiates
programs to improve the quality and productivity of control of OPE and
Regional Office service delivery operations.

Within the immediate office is a director and a special assistant. Also
within the immediate office is a staff, known as the ADP Resource
Management Staff (RMS), which is responsible for long-term formulation
and maintenance of a plan to use data processing resources for the OPE
components and programs. With respect to the OPE components,
ADPRMS is responsible for the planning for administrative data
processing requirements. With respect to OPE programs, ADPRMS is
responsible for planning the data processing resources required for each
program and its end-users.

DCMAS
Organization

Immediate
Office of the
Director of
DCMAS
732-4448

ADP
Resource
Management
Staff
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DCMAS
Organization

DCMAS 1 - 22

The DCMAS central office has three divisions organized by function rather
than by program. Shown below is a chart of the DCMAS organization
down to the division level. Following that chart, the three divisions and
their functions are described separately, and include the telephone
numbers for the various parts of each division. The area code for each
DCMAS central office number is 202.
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The Division of Credit Management and Debt Collection (DCMDC) is
responsible for collection of individual debts and institutional debts owed
to OPE. The Division manages Headquarters collection activity and
collection activity in the three regional offices that serve as the DCMAS
collection offices.

STUDENT RECEIVABLES BRANCH (7:32-4466)

The Student Receivables Branch is responsible for guiding the recovery
or disposition of defaulted student loans under the Guaranteed Student
Loan Program, the National Defense/Direct Student Loan Program
(recently renamed the Perkins Loan Program), the Cuban Student Loan
Program, and the Law Enforcement Education Program, as well as the
collection of overpayments in the Pell Grant Program. The Branch
coordinates collection policies and procedures for regional offices and
collection contractors, and provides technical E:isistance on collections.
Actual collection activity is performed in each of the collections regions
(Regions IV, V, and IX) and by contracted collection agencies. The Branch
also provides statistics, technical assistance, and training in debt
collection to interosted parties.

INSTITUTIONAL RECEIVABLES BRANCH (732-4481)

The Institutional Receivables Branch is responsible for the long-term
management of, and the collection of payments on, construction loans to
institutions of postsecondary education made under Title VII of the Higher
Education Act of 1965, as amended, and under Title IV of the Housing Act
of 1950, as amended. The functions of the Branch include all aspects of
loan management, as well as management of property acquired through
foreclosure.

DIVISION OF QUALITY ASSURANCE: 732-4420
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The Division of Quality Assurance determines the need for data and
reports, and prepares reports for management and planning purposes.
Also, it determines the impact and effectiveness of OPE programs by
analyzing statistical trends, develops quality standards and
measurements, maintains oversight in major OPE contracts to assure
adherence to standards as well as proper and complete performance, and
initiates special projects to improve program operations. It analyzes
program characteristics and recommends appropriate changes in policies
or operating procedures. In addition, the Division reviews the operations
of the regional and central offices, and coordinates responses to GAO and
OIG audits.

QUALITY CONTROL BRANCH (732-4422)

The Quality Control Branch is responsible for developing quality control
information requirements and management information systems designed
to track the performance and quality of program activities. It also prepares
management reports identifying areas where performance and quality do
not meet established standards. The Branch identifies possible corrective
actions for management decision, and assesses the program and
performance impact of corrective actions.

This branch provides in-depth review of operational procedures and
statistical data to establish quality control standards designed to maintain
acceptable quality at reasonable cost. Also it assists in implementing
special projects to improve administrative efficiency and program integrity,
as well as reviews specifications for contracted work and assesses the
acceptability of work products from contractors to assure contractual
compliance and the successful accomplishment of OPE objectives for high
quality performance. Furthermore it coordinates responses to the
recommendations of GAO and OIG programmatic and operational audits,
and monitors implementation progress for periodic top-level management
reports and the "Secretary's Annual Letter of Assurance."

STATISTICAL ANALYSIS BRANCH (732-4424)

The Statistical Analysis Branch is responsible for analyzing short-term and
long-range program trends, identifying significant statistical variations in
trends, and determining their impact on the quality and effectiveness of
services provided by all OPE programs. Specifically, the Branch defines
critical program data and information needed for analyzing program trends
and provides statistical advice to support critical operational decisions
regarding the use of sampling procedures and the selection of statistical
techniques to measure quality. It also determines the need for special
studies, surveys, and pilot tests. It conducts special in-depth surveys and
studies, to assess program effectiveness, to determine the extent to which

27



program objectives are being met, and to identify potential or existing
problem areas.

The Branch defines statistical analysis procedures, sampling techniques,
and research designs and methods for use in development testing, quality
control surveys, management briefings, and policy studies. It determines
the need for change in data collection and report specifications, and
coordinates the development of plans for data acquisition from program
bases and external organizations. It conducts comparative statistical
analysis for establishing alternative levels of acceptable quality control
standards, and assesses the potential effects of deviation from those
standards.

DIVISION OF ELIGIBILITY AND CERTIFICATION: 732-4906
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The Division of Eligibility and Certification (DEC) is responsible for the
administration of Federal laws and the development and implementation
of regulations that govern institutional eligibility to participate in Federally
funded programs and for determining whether an institution has the
administrative and fiscal capability to participate in the Title IV programs
authorized under the Higher Education Act of 1965, as amended.

Division
Responsibili-
ties
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OCCUPATIONALNOCATIONAL
ELIGIBILITY BRANCH (732-4913)

The OccupationaWocational Eligibility Branch (OVEB) is responsible for
all eligibility-related actions for non-degree granting institutions. These
actions include conducting eligibility determinations, administering and
overseeing the 3 IC alternative to accreditation (see Chapter 2 for an
explanation of the 3 IC alternative method of accreditation), and analyzing
the Immigration and Naturalization Service's requests for advice on U.S.
institutions for non-immigrant student attendance.

HIGHER EDUCATION INSTITUTIONAL
ELIGIBILITY BRANCH (732-346E.,

The Higher Educational Institutional Eligibility Branch (HEIEB) is respon-
sible for all eligibility-related actions for degree granting institutions. In
addition to those responsibilities identified for OVEB, HEIEB is also re-
sponsible for determining the eligibility of foreign schools to participate in
the Guaranteed Student Loan (GSL) Program. Chapter 9 of this Hand-
book covers the GSL Program in detail.

INSTITUTION AND LENDER
CERTIFICATION BRANCH (732-3236)

The Institution and Lender Certification Branch (ILCB) is responsible for
determining the financial responsibility and the administrative capability of
all postsecondary institutions that apply to participate in the Federal stu-
dent assistance programs administered by the Department of Education.
The ILCB is also responsible for disseminating the results of these deter-
minations to the Division of Program Operations and Systems (DPOS).

Eligibility and Certification application procedures are covered in Chapter
2 of this Handbook. if an institution believes it is eligible to apply for par-
ticipation in any of the Department-administered Title IV student financial
aid programs, that institution should follow the procedures discussed in
the Institutional Eligibility and Certification section of Chapter 2. The ap-
propriate addresses to which the various types of institutions should write
are listed on the next page.
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For nondegree-granting institutions

OccupationalNocational Eligibility Branch
Division of Eligibility and Certification
U.S. Department of Education
400 Maryland Avenue, S.W.
Room 3522, ROB#3
Washington, D.C. 20202

For degree-granting institutions

Higher Education Institutional Eligibility Branch
Division of Eligibility and Certification
U.S. Department of Education
400 Maryland Avenue
Room 3522, ROB#3
Washington, D.C. 20202

Institutions who are interested in applying for certification should follow the
procedures as they are outlined in Chapter Two of this Handbook. Further
information and the appropriate forms are available from the address
listed below:

Institution and Lender Certification Branch
Division of Eligibility and Certification
U.S. Department of Education
400 Maryland Avenue
Room 3923, ROB#3
Washington, D.C. 20202

3 ') DCMAS 1 - 27
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Prepared by:

Development Section
Division of Training and Dissemination
Office of Student Financial Assistance
U.S. Department of Education
400 Maryland Avenue, S.W.
ROB-3 Room 4051
Washington, D.C. 20202

Discrimination Prohibited

No person in the United States shall, on grounds of race, color, or national
origin, be excluded from participation in, be denied the benefits of, or be
subjected to discrimination under any program or activity receiving Federal
financial assistance, or be so treated on the basis of sex under most education
programs or activities receiving Federal assistance.

Material contained in this publication is in the public domain and may be
reproduced, fully or partially, without permission of the Federal Government.
Source credit is requested though not required.
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INTRODUCTION

This chapter will discuss those requirements and procedures which generally apply
to all of the programs administered by the Office of Student Financial Assistance.
For instance, most of the requirements for student eligibility are shared by all the
programs: a student must be a citizen or an eligible non-citizen, must be registered
with the Selective Service, may not be in default or owe an overpayment on an
OSFA grant or loan, etc. We have noted those places where some OSFA programs
have additional requirements, such as half-time enrollment or undergraduate status.

Institutional eligibility and the administrative and fiscal requirements for
participation in the OSFA programs are also discussed in this chapter, because
they are generally the same for all institutions, regardless of which specific
programs the school administers.

And finally, this chapter covers financial aid procedures that involve all the
OSFA programs, such as the financial aid transcript and the refund and
repayment formulas.
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We will use this term to describe the student financial aid programs
administered by the Office of Student Financial Assistance (within the
U.S. Department of Education).

GRANT PROGRAMS LOAN PROGRAMS

s,
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WORK-STUDY

Perkins Loans

Guaranteed Student
Loans

.Supplpfnentg (.4a4
For Students.

AncorneContingentloans

'College Work-Study. Program

These programs are also known as Title IV programs, because they are
authorized by Title IV of the Higher Education Act. The Office of Student
Financial Assistance also administers two other Title IV programs (the
Loan Consolidation Program and Byrd Scholarship Program) and a
Title V program (the Douglas Teacher Scholarship Program) but most of
the requirements described in this chapter do not apply to these
programs. (See Chapter Three for a discussion of the Byrd and Douglas
prog rams.)
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RECENT CHANGES TO THE GENERAL PROVISIONS

Most of the information in this chapter is based on the General Provisions
regulations (34 CFR 668) for the OSFA programs, with references to requirements
that differ between the individual program regulations.

There have been a number of statutory and regulatory changes over the past year
and a half that have affected the General Provisions. An overview of these changes
is given below, and each change is highlighted in the margin notes, as shown below.

The Consolidated Omnibus Budget Reconciliation Act of 1985 changed the
student eligibility criteria for OSFA programs concerning default and overpayment

status. Before this amendment, a student was only considered
ineligible for OSFA aid if the student was in default or owed a
repayment on an OSFA grant or loan for attendance at that school.
Now the law states that a student is ineligible for OSFA aid if the

student is in default or owes a repayment on an OSFA grant or loan received at any
school.

ti

COBRA

The reauthorization process resulted in the passage of the Higher Education
Amendments of 1986, which made many important changes to the OSFA

programs. New definitions of satisfactory progress, ability to
benefit, and independent student were added to the law. Several
items were added to the Program Participation Agreement between
eligible institutions and the Department.

Several of these definitions and requirements were modified by the Higher
Education Technical Amendments Act of 1987. In addition, the Department of
Defense Authorization Act (P.L. 99-661, November 14, 1986) and the
Immigration Reform and Control Act of 1986 include provisions that affect the
Selective Service registration requirement and eligible non-citizen status. These
modifications will be discussed under the relevant topics in this chapter.

In addition to the changes in the law, the General Provisions regulations have been
revised and republished as a part of the de-regulation initiative. Subparts A and

Subparts D, F, and G were published in the Federal Register on
November 19 and December 1, 1986, respectively. Further
changes were made to Subparts A, B, C, and G of the regulation, as
published on December 1, 1987. Changes have also been made in

these regulations to incorporate new statutory requirements. We have noted,
,,:lerever relevant, changes that have come about as a result of the de-regulation
package.
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RECENT REGULATORY HISTORY OF
THE GENERAL PROVISIONS

June 28, 1985 Subpart C republished (Selective Service registration
status and educational purpose)

March 14, 1986 New Subpart E added (Verification)

August 15,1986 Amendments to Subpart E (Verification)

November 19, 1986 Subpart A (General) republished

November 28, 1986 Amendments to Subpart C (minor changes bacal on
elimination of the Alternate Disbursement System)

December 1, 1986

December 1, 1986

August 12, 1987

Subparts D, F, and G republished
(D: Student Consumer Information, F: Misrepresentation,
G : Fine, Limitation Suspension, and Termination
Proceedings)

New Subpart E (Quality Control Pilot) added

New Subpart H added (Appeal Procedures for Audit
Determinations and Program Review Determinations.

October 23, 1987 Amendmert to Subpart E (Quality Control Pilot)

December 1, 1987 Subpart B republished (Standards for Participation)
Amendments to Subparts A, C, and G

December 7, 1987 Amendments to Subpart H (Appeal Procedures ...)

As noted above, a new Subpart E was added to the General Provisions on March
14, 1986, and was modified on August 15, 1986, encompassing the integrated
verification requirements for OSFA programs. While verification is now a part of the
General Provisions, it is not discussed in this chapter, but in a separate OSFA
publication, The 1988-89 Verification Guide.

'88
Eligibility

Reg
(CFR 600)

Several requirements that used to be in the General Provisions have
been made a part of the Institutional Eligibility regulations (CFR Part
600) that were published on April 5, 1988. We have noted the
significant changes made by the Institutional Eligibility regulations in
the margin notes.

2 3
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NEED ANALYSIS AND
PROCESSING SYSTEM CHANGES

The Higher Education Amendments of 1986 made many significant changes to need
analysis for the OSFA programs, which in turn have caused many changes to the Federal
processing system. We have added two new sections that discuss these changes.

Section Two, "Overview of Financial Need," reviews the basic principles of figuring the cost
of attendance, the expected financial contribution, and financial need. In addition, this
section discusses the new definition of independent student, the new Congressional
Methodology, and compares the changes to the cost of attendance for the Pell Grant
Program and the other OSFA programs.

Section Three, "Using the Federal Processing System," discusses recent changes to the
processing environment, and explains how a financial aid administrator uses the student's
Correction Application or Student Aid Report to make changes to the student's data (such
as overriding the student's dependency status, or adjusting the Student Aid Index).
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SECTION ONE:
STUDENT ELIGIBILITY

This section discusses the criteria for student eligibility that are common to
most of the OSFA programs. While there may be variations from program
to program, the basic requirements, such as citizenship and satisfactory
progress, are the same whether the student is applying for a grant, a loan,
or work-study.

In many cases, a student eligibility requirement is linked to an institutional
requirement. For instance, a student must be making satisfactory
progress to receive aid, but a school must have a satisfactory progress
policy to be able to monitor this requirement. Many of these institutional
requirements are discussed in later sections of this chapter.

CITIZENSHIP

In order to receive OSFA aid, a student must be in one of the following
categories relating to citizenship:

1. A U.S. citizen or national. The term "national" includes not only
all U.S. citizens, but also citizens of American Samoa or
Swain's Island.

2. A permanent resident of the U.S. A permanent resident of
the U.S. must provide documentation from the Immigration and
Naturalization Service (INS).

3. Certain residents of the Pacific Islands. In some cases,
residents of Palau, the Marshall Islands and the Federated
States of Micronesia (former Trust Territories) will continue to
be eligible for aid from the OSFA programs. See Appendix A
for further information.



Foreign
schools

GSL
exception:
preparatory
programs

4. Other eligible non-citizens. An individual who can provide
documentation from the INS that he or she is in the U.S. for
other than a temporary purpose with the intention of becoming
a citizen or permanent resident. Includes refugees, persons
granted asylum, Cuban-Haitian Entrants, temporary residents
under the recent Immigration Reform and Control Act of 1986,
and others. See Appendix A for further information.

All U.S. citizens and eligible non-citizens may receive aid at eligible
schools in the UnitE d States under the OSFA programs. However, only
U.S. citizens and ncn-citizen nationals are eligible for GSL or SLS loans at
the eligible foreign schoois that participate in those programs (the first
category, above).* For a detailed discussion of the different categories of
eligible non-citizens and INS documentation, see Appendix A at the end of
this chapter.

ENROLLMENT AS A REGULAR STUDENT
IN AN ELIGIBLE PROGRAM

It has long been a requirement that a student applying for Pell Grant or
campus-based aid must be enrolled as a regular student in an eligible
program to receive a Pell Grant or campus-based aid. The Higher
Education Amendments of 1986
extended the regular student and
eligible program requirements to
cover students in the SSIG or
GSUSLS/PLUS programs.

RegularRegular student - A regular student
is a person who enrolls in an eligible
program for the purpose of obtaining a
degree or certificate offered by the
institution.

Note that the Technical Amendments make an exception: students who
are not enrolled in an eligible program are eligible for GSUSLS/PLUS for
one year if they are taking courses that are necessary for the student to
enroll in an eligible program. These courses must be part of an eligible
program, although the student does not have to be enrolled in that
program. For instance, a student who has already received a B.S. degree
might need an additional 12 hours of specialized undergraduate biology
and chemistry coursework to enroll in a graduate program. If a student is
enrolled at least half-time in these prerequisite courses, and the courses
are part of an eligible program, the student is eligible for loans for one
calendar year (12 months) beginning on the first day of the loan period for
which the student is enrolled.

* Parents who want to take out a PLUS loan for a dependent
undergraduate student to attend an eligible foreign school must meet the
general requirements for a citizen or eligible non-citizen, categories 1-4.
But the student attending the foreign school must be a citizen or non-
citizen national.

Student Eligibility 2 8 42



The regulatory definition of an eligible program is based on requirements
found in the definitions for an eligible institution (as discussed in Section
Four). There is an important distinction between the definition of an
eligible program and the definition of an eligible institution: some
programs at the school may not meet the requirements for an eligible
program, although the school as a whole meets the definition of an eligible
institution and participates in the OSFA programs. Only students who are
enrolled in eligible programs at the eligible institution can receive aid from
the OSFA programs.*

There are three aspects to the definition of an eligible program: its
admissions standards, the length of the program, and the educational
credentials it awards. We will discuss the admissions standards and
ability to benefit first, because the requirements are virtually identical for
all types of eligible institutions.

Generally, to be eligible under the OSFA programs, the educational
program may only admit (as regular students) students who are
academically qualified for study at the postsecondary level. Students who
have a high school diploma
or its recognized equivalent
are always considered
qualified for purposes of the
OSFA programs (although
the school may have stricter
admissions standards of its
own). A regular student who
does not have a diploma or equivalent may only be admitted if he or she
has the ability to benefit from the training offered by the postsecondary
program, and is beyond the age of compulsory school attendance in the
State where the program is being given.**.

Recognized Equivalent of a High
School Diploma - Either a General Education
Development (GED) Certificate, or a State certificate
received after a student has passed a State-authorized
examination that the State recognizes as the
equivalent of a high school diploma.

Based on
institutional
definitions

Aspects of
an eligible
program

Admissions
standards

.--)

We will be discussing how "ability to benefit," as it is known, affects a
student's eligibility in the next subsection. However, the ability to benefit
affects not only the eligibility of individual students, but the eligibility of the
entire program. The school must document that a student admitted under

* Except for one year of GSL/SLS /PLUS for pre-requisite courses, as
noted previously.

** GSL/SLS/PLUS Exceptions. 1) A student at a vocational school is not
required to be beyond the age of compulsory school attendance. The
student must have the ability to benefit from the training, and must have
completed or left elementary or secondary school. 2) A student at an
institution of higher eduLdtion that only participates in the GSL/SLS /PLUS
programs must be beyond the age of compulsory school attendance, but
does not have to demonstrate ability to benefit

4 3

../

Ability to
benefit as a
program
reaulrement
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School may
meet more
than one
definition

Program
length and
educational
credentials

Individual
program
requirements

this criteria does in fact have the ability to benefit from the program. If a
school admits students who do not have a high school diploma or
recognized equivalent, and who have not demonstrated ability to benefit
(or who are below the age of compulsory school attendance), the
program's eligibility will be jeopardized. If the program is ineligible, then all
of the students in the program are ineligible, and any OSFA funds
awarded in that program would have to be repaid. The school must
document the ability to benefit of each student that it admits under this
criteria (whether or r the student receives OSFA funds), and retain the
documentation for at least five years.

The minimum program length and the required educational credentials are
different depending on the institutional definition that is used. The chart
on the next page shows the requirements for an eligible program, based
on the definitions for an eligible institution. However, note that the
definitions are not mutually exclusive. A school may meet more than one
of the definitions. In particular, most public or private non-profit institutions
of higher education also meet the definition of a vocational school or a
postsecondary vocational institution, and most proprietary institutions also
meet the definition of a vocational school. If you are not sure which
definitions apply to your school, refer to the definitions for an eligible
institution given in Section Four.

At most schools, an eligible program must be at least a 6-month training
program (600 clock hours. 16 semester or trimester hours, or 24 quarter
hours). However, for the GSL/SLS /PLUS programs only, vocational
schools have a minimum program length of 300 clock hours, 8 semester
or trimester hours, or 12 quarter hours. The eligible program must lead to
a certificate, degree, or other recognized educational credential, or be a
two-year program that is acceptable for full credit towards a bachelor's.
degree.*

Several OSFA programs have additional eligibility requirements. Only
undergraduate educational programs are eligible under the Pell Grant,
ICL, and SEOG programs. To participate in the Pell Grant Program, a
correspondence study program must meet ',1:e general requirements for
an eligible program, and be designed to require at least 12 hours of
preparation per week.

* The minimum program length may be different for schools that have
been in existence for less than two years, or schools that are eligible
based on pre-accreditation or the transfer-of-credit alternative to
accreditation (see Section 2, "Institutional Eligibility and Certification," for a
discussion of these terms).
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DIFFERENCES IN
ELIGIBLE PROGRAM DEFINITIONS

(BY SCHOOL TYPE)

Is a program of postsecondary or
technical education that leads to a
certificate, degree, or other recognized
educational credential and is designed to
provide occupational skills to prepare
students for useful employment in
recognized occupations.

The program must be at least 300
clock hours, 8 semester/trimester hours,
12 quarter hours in length.
A correspondence program must be at
least six months in length, requiring an
average of at least 12 hours of
preparation a week over each 12-week
period.

A flight school program must maintain
current valid certification by the Federal
Aviation Administration.

zSi

1
C

Leads to an associate, bachelor's,
graduate, or professional degree.

0/-
Is at least a two year program that

is acceptable for full credit towards a
bachelor's degree.

Is at least a one-year training
program that leads to a certificate,
degree, or other recognized educational
credential and prepares a student for
gainful employment in a recognized
occupation.

Is at least a six-month training program
that leads to a degree, certificate, or other
recognized educational credential and
prepares a student for gainful
employment in a recognized occupation.



ESL
programs

Flight school

Remedial
coursework

A program of study in English as a Second Language is eligible for Pell
Grant assistance if it meets the general requirements for an eligible
program and only admits students who need instruction in English to be
able to use the knowledge, training or skills they already have. The school
must document for each student that it admits to the ESL program that the
program is necessary for the student to be able to use existing knowledge,
training, or skills. Note that an ESL program is only an eligible program for
Pell Grant purposes.

Under the GSUSLS/PLUS programs, a flight school program must
maintain current valid certification by the Federal Aviation Administration
to be eligible.

ACADEMIC QUALIFICATIONS:
ABILITY TO BENEFIT, REMEDIAL COURSEWORK,
STUDY AT POSTSECONDARY LEVEL

To receive aid from the OSFA programs, a student must be academically
qualified for study at the postsecondary level. A student with a high
school diploma or its recognized equivalent is always considered to be
academically qualified for OSFA purposes. (By "recognized equivalent"
we mean a General Education Development Certificate (GED) or a State
certificate received after a student has passed a State-authorized
examination that the State recognizes as the equivalent of a high school
diploma.) If a student does not have a high school diploma or equivalent,
he or she must have the ability to benefit from the course of study.*

Before discussing how a school determines that a student has ability to
benefit, we should mention several related academic issues. The first
issue is remedial coursework that prepares a student for study at the
postsecondary level. The regulations recognize that a limited amount of
remedial coursework may be considered a part of the student's
postsecondary program, even though the remedial coursework is not at
the postsecondary level. However, a student generally may not be paid
for remedial work by itself. The student must be enrolled in an eligible

* GSUSLS/PLUS Exception. A student at an institution of higher
education that only participates in the GSUSLS/PLUS programs must be
beyond the age of compulsory school attendance, but does not have to
demonstrate ability to benefit.
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program at the school, and the remedial coursework must be necessary
for the student to pursue the eligible postsecondary program.* If a
student's acceptance into the eligible program is conditional on the
completion of the remedial work, the student is not enrolled in an eligible
program, and cannot be paid for the remedial coursework.

Schools often give no academic credit (or only reduced credit) for remedial
coursework. To be able to include non-credit remedial hours in the
student's enrollment status for financial aid payments, the school must find
how many hours of study the course requires (both classroom and
homework hours), and compare those hours with the hours required for
non-remedial courses in a similar subject. The school should use the
same number of credit or clock hours for the remedial course as for a
non-remedial course that requires a comparable number of classroom and
homework hours. The hours assigned to a non-credit remedial course are
added to the hours of regular coursework to find the student's enrollment
status for purposes of the OSFA programs. This affects whether the
student is paid as a full-time, 3/4-time, or 1/2-time student in the Pell Grant
Program, and whether the student is considered to be enrolled at least
1/2-time for other programs. In additior , the tuition paid for non-credit
remedial hours may be included in the cost of attendance for the campus-
based, GSL, SLS, and PLUS programs.

Non-credit remedial hours carnot be included in the enrollment status or
cost of attendance if the course is a part of a program that leads to a high
school diploma or its recognized equivalent, even if the course is required
for completion of the postsecondary program. In addition, a non-credit
remedial course cannot be included if the educational level of the course
would not, after one year's time, adequately prepare the student for
postsecondary study.

There is a limit on the amount of non-credit or reduced-credit coursework
that can be included in a student's enrollment status or cost of attendance.
The school may not take into account more than one academic year's
worth of non-credit remedial coursework (the equivalent of 30 semester
hours, 45 quarter hours, or 900 clock hours) for any individual student.
However, courses in English as a Second Language do not count against
the limit.

* Exception. As noted earlier, in some cases a student may receive GSU
SLS/PLUS for prerequisite coursework without being enrolled in an eligible
program this coursework may be remedial in nature. Also note that the
student may receive a Pell Grant for an ESL program, if the ESL program
enables the student to use existing knowledge, training, or skills in this
case the ESL program is not considered to be remedial in nature.

Including
non-credit
coursework
for OSFA
payments

High school
coursework
excluded

1-year limit
on non-credit
coursework
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Student may
not be
enrolled in
elementary/
secondary
school

HEA 86

Ability to
benefit
criteria

A second issue is the treatment of students who are enrolled in a
postsecondary program while still in high school, especially when the
credits earned in the postsecondary program can be used for credit
towards a high school diploma. The Technical Amendments of 1987
added a provision that a student may not receive OSFA funds if the
student is enrolled in an elementary or secondary school program at the
same time as the postsecondary program. Note that a student attending
classes leading to a GED is not considered to be enrolled in a secondary
school.

The concept of ability to benefit has long been a statutory criteria for
institutional and program eligibility. The Higher Education Amendments of
1986 added a specific definition of "ability to benefit," which also applies to
student eligibility. A student who is admitted on the basis of ability to
benefit must fulfill one of the following conditions to continue as an eligible
student:

1. Pass an admissions te9t that measures the student's aptitude to
successfully complete the program.

The school must administer a nationally recognized,
standardized, or industry-developed test, subject to criteria
developed by the school's nationally recognized accrediting
agency or association.* (If the student fails tie test, the student
must complete step #2 to qualify for aid.)

2. Enroll in and successfully complete a remedial or
developmental program (not to exceed one academic year) that
is prescribed by the school.

The school requires the student to enroll in a remedial or
di.. ielopmental program if the student is admitted on the basis
of counseling given to the student before admission to the
school, or because the student failed the admissions test. Note
that the student would have to be enrolled in an eligible
program at the school to receive OSFA funds for the remedial
work (the remedial program by itself is not an eligible
program).** Unlike other remedial coursework, this remedial

* For this purpose, "accrediting agency" in( ludes the recognized State
agency that approved the school, if the school is a public postsecondary
vocational insitution. (See statutory alternatives to accreditation in Section
Four.)

** Exception. As noted earlier, in some cases a student may receive
GSL/SLS /PLUS for prerequisite coursework without being enrolled in an
eligible program this coursework may be remedial in nature.
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work has to constitute a structured program. li the student
does not successfully complete the program, he or she will no
longer be eligible for OSFA funds.

3. Receive a GED prior to the student's certification or graduation
from the course of study, or by the end of the first year of the
course of study, whichever is earlier.

The student is eligible for aid from the OSFA programs
during this period, but the aid may not be used to pay for
remedial coursework leading to the GED. The school must
document whether the student receives the GED. If the student
does not earn the GED by the end of the first year (or
completion) of the course of study, the student may no longer
receive OSFA funds.

Note that the remedial program in #2 does not have to be offered at the
same school the student could be directed to enroll in a remedial
program at another school. To be able to pay the student OSFA funds for
the remedial program, the two schools would have to have a written
agreement specifying that the student is enrolled in an eligible program
and that the remedial coursework is a necessary part of the student's
program at the first school.* (See Section Eight of this chapter.)

ENROLLMENT STATUS

The Pell Grant program requires a student to be enrolled at least half -time
to receive aid. For the campus-based programs, the school may fund
students who are attending less than half-time. (The Higher Education
Amendments of 1986 require schools to make campus-based funds
reasonably available to part-time students if the school's allocation was
directly or indirectly based on the needs of part-time students.)

The chart on the next page shows the minimum standards given in the
Pell Grant and campus-based regulations for half-time enrollment. (A
school may set a higher standard for half-time enrollment if it wishes.)
The Pell Grant regulations also set minimum standards for 3/4-time and
full-time enrollment, because the Pell Grant calculations are based on the
student's enrollment status (for term, credit hour students only). See
Section Two of Chapter Four for more information on enrollment status
and Pell Grant calculations.

Remedial
coursollork
taken at
second
school

Half-time for
Pelt Grant
and campus-
based
programs

* Exception. As noted earlier, lir some cases a student may receive GSL/
SLS/PLUS for prerequisite coursework without being enrolled in an eligible
program this coursework may be remedial in nature.
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Half-time for
GSL/SLS/
PLUS

r
If the student's program
is based on --

N
The minimum hours for
half-time status are --

Semesters
Trimesters
Quarters

6 Semester hours
or

6 Quarter hours per term

Clock hours 12 Clock hours per week

L.

Credit hours
without terms

12 Semester hours or
18 Quarter hours per
academic year

The GSUSLS/PLUS programs require a student to be enrolled at least
half-time to receive aid. A half-time student must be taking at least one-
half the workload of a full-time student, as defined by the school. The
school determines if a student is taking a full-time academic workload
based on standards applicable to all students in that student's program.*
The student's full-time workload may include any combination of courses,
work, research or special studies, whether credit or non-credit.

Note that the full-time workload is important for deferment purposes. A
student who has previous GSUSLS/PLUS loans that have entered
repayment can only q. .14 for the in-school deferment if he or she is

Ienroik,d full-time.

SATiSFACTORY PROGRESS

The regulations for satisfactory ,,gress were initially published in
October of 1983, ana have recently been republished (December 1, 1987)
with only minor changes. The regulations require schools to develop and
apply a consistent standard of academic progress, and note the basic
elements of a policy that measures satisfactory progress. A school must
have a satisfactory progress policy to carry out the statutory requirement
that a student must be making satisfactory progress to be eligible for aid
under the OSFA programs.

The school's satisfactory progress policy for students receiving aid under
the OSFA programs must be at least as strict as the policy used for

* A student at a vocational school is full-time if he or she is taking at least
24 clock hours per week, or 12 semester or quarter hours, or its
equivalent. A correspondence student is considered a half-time student.
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students who do not receive OSFA aid. The policy must be applied
consistently to all students within identifiable categories of students (such
as full-time or part-time, graduate or undergraduate, etc.). And the policy
must conform to the standards of the school's accrediting agency if the
school is accredited by a nationally recognized accrediting agency that
has established satisfactory progress standards.

The school's academic progress policy must include a qualitative measure
of the student's progress, such as a grade point average. But a grade
point average alone is not a sufficient measure of progress. For instance,
a student might enroll for 12 credits a semester, but withdraw from 2
classes before failing. The student might have an "A" average in the two
remaining classes, but still not be making satisfactory progress in the
program. To accurately measure the student's progress in the program,
the satisfactory progress policy must have a quantitative measure of
progress, as well as a qualitative measure.

To quantify academic progress, a school must set a maximum time-frame
in which a student is expected to finish the program. As an example, a
school might set a maximum time-frame of five academic years for a
student to complete a four-year program. To ensure that a student is
making quantitative progress throughout the course of study, the school
must assess the student's quantitative progress at least once an academic
year. (The regulations use the term "increments" to describe the
measurement of progress at different stages of the student's academic
program.) This incremental assessment of progress compares the
number of hours the student attempted to the number of hours the student
successfully completed, to see if the student is progressing at a rate that
will allow him or her to finish the program within the maximum time-frame.

EXAMPLE

The preamble to the final regulation (October 6, 1983) gave an example of
a maximum time-frame that a school might set: 5 academic years of work
attempted, for a student enrolled in a program that requires 4 academic
years of work for graduation.

Consistency

Qualitative
and
quantitative
progress

Maximum
time-frames
and
increments

To express this example in terms of credit hours, im-gine that two students,
George and Jane, are enrolled in a 4-year microbiology program that
requires 120 semester credits for graduation. Under the school's policy,
the maximum time-frame for completing the program is 5 academic years,
which equates to 150 credit hours attempted. Both students enroll in 5
classes each semester (15 credits). After one year, George has earned 27
credits and Jane has earned 30 credits. After two years, George has
earned 45 credits and Jane has earned 51 credits. Are George and Jane
making satisfactory progress in the course of study?
W.%%%%%%%%%%%%%%%%%%%%.%%%\\X%%%%%N.XNWX.%%%V.%%%%W.%%%%W.%%%%%N.'%%%%%\X%%%%.X\XNNV.%%%%%%%\r".%
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Part-time and
summer
students

Graduated
standard

SOLUTION

Because the school has set a maximum time-frame of 5 years (150 semester
hours) to complete a 4-year (120 semester hours) program, a student must
successfully complete 80% of the work attempted to be making satisfactory
progress.

Both George and Jane attempted 30 credit hours in the first year.

80% X 30 credit hours = 24 credit hours
Because both students successfully completed at least 24 credit hours in that
year, they both were making satisfactory progress entering their second year
of study.

After two years of study, both students had attempted 60 credit hours, and
had to have earned 48 credit hours to be making satisfactory progress.
Therefore, Jane was making satisfactory progress at the end of the second
year (with 51 credit hours), but George was not making satisfactory progress
(only 45 credit hours earned).

In the preceding example the school has established a minimum
percentage (80%) of hours the student must complete each academic
year. Adjustments would have to be made if either student was attending
for fewer hours. For instanc,), if George had enrolled in half as many
classes, he would only have attempted 30 credit hours after two years,
and would only have been expected to complete 24 credit hours at that
time. The school's policy should also specify how hours taken in summer
school will affect the quantitative measure of progress.

The original satisfactory progress regulations have been revised to permit
schools to use a graduated completion standard, instead of the same
completion percentage for each year. For instance, a school might use a
more lenient completion standard in the student's first academic year, but
gradually increase the completion standard during the course of study to
ensure that the student will complete the program requirements within the
maximum time-frame.

1st ye
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Two other points need to be made regarding the quantitative standard:
the standard must be cumulative and it must include any periods of
enrollment in which the student did not receive aid from the OSFA
programs. The quantitative standard is an academic measure of a
student's progress towards completion of the program, and must take info
account the student's academic performance throughout the course of
study, regardless of whether the student received aid.

Because students are only paid for "hours earned" in clock hour programs,
the concept of "hours attempted" is not used as a measure of satisfactory
progress. Instead, the maximum time-frame for a clock hour program
should be based on calendar time (in weeks or months). For instance, if a
school offers a 900 clock hour program that normally takes 8 months to
complete, it could set a maximum time-frame of 10 months for completion
of the program. Thus, a student would have to complete the first 450
hours of the program within five months to be making satisfactory
progress.

The regulations further state that a satisfactory progress policy should
explain how withdrawals, incomplete courses, repeated courses, and
non-credit remedial coursework affect the student's progress, and should
include procedures for appealing a decision and reinstatement of aid. The
preamble to the regulations also mentions that a school may decide that a
student who does not meet the school's qualitative or quantitative
standard is nonetheless making satisfactory progress during a
probationary period, or because of mitigating circumstances.

Keep in mind that these regulations only list the elements necessary to
measure satisfactory progress, such as a GPA, a maximum time-frame,
and increments. The actual standard is up to the school, and the school
may include additional elements in its standards. A detailed description of
the elements contained in the satisfactory progress regulations, with
examples, was published as an appendix to Chapter Two of the 1983-84
Federal Student Financial Aid Handbook.

A more specific measure of satisfactory progress was added to the statute
during reauthorization, for students who first received OSFA program
funds during the 1987-88 award year or later. The Higher Education
Amendments of 1986 require a school to check the academic progress of
a student at the end of each academic year (as defined by the school). At
the end of the second academic year, the student must have either a C
average or its equivalent, or have academic standing consistent with the
requirements for graduation from the program. A school's satisfactory
progress policy should define the "equivalent of a C average" if the school
does not use letter grades, and "academic standing consistent with
graduation requirements."

Standard
must be
cumulative

Time-frames
at clock hour
schools

Additional
elements

C average or
equivalent
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The preamble to the December 1, 1987 regulations gives a helpful
example. A student has a 1.75 grade point average (using a scale of 0.0
4.0) at the end of two academic years in a four-year degree program. The
school requires a 2.0 average for graduation, but it uses a graduated
standard of progress (as discussed earlier), which requires a 1.75 average
after two academic years. Therefore, the student does have academic
standing consistent with the school's graduation requirements, even
though the student does not have a cumulative C average.

If a student does not have a C average or equivalent, or the required
academic standing at the end of the second academic year, he or she

Waivers for may not receive further aid from the OSFA programs, unless the school
special uses its discretion to waive the satisfactory progress reqPirement. The
circumstances statute gives specific examples of cases where the scho nivt choose to

waive 'he satisfactory progress requirement for a student, such as an
injury to the student, an illness of the student, or the death of a relative of
the student. In addition, the school may choose to waive the satisfactory
progress requirement for any case in which a student has e4 .;raced
undue hardship as a result of special circumstances.

The statute also provides for the reinstatement of aid under the OSFA
programs, for students who do not meet the s..ctutory requirements for

Reinstatement satisfactory progress at the end of their second academic year, but who
achieve academic standing consistent with graduation requirements later
in the course of study. A student may be paid for the grading period in
which he or she regains satisfactory academic standing, but not for those
periods when the student was not making progress.

Please note that this new statutory requirement supplements but does not
supercede the existing regulations. Thus, a student could meet the
statutory requirement of a C average for Federal student aid and still be
ineligible because he or she was not making satisfactory progress as
defined by the school's policy.

STUDENT CERTIFICATIONS AND STATEMENTS

To receive aid from the OSFA programs, a student rni:t sign a Statement
of Educational Purpose, a Certification Statement on F fui id and Default,
and, in many cases, a Statement of Registration Status. These
statements are printed on the back of Part 1 of the SAR, for the school's
convenience, along with the Statement of Updated Information.

In the Statement of Educational Purpose, the student certifies that he o'
she will use any OSFA funds received only for educational expenses. In
the case of the GSL, SLS, and PLUS programs, the Statement must be
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filed with the lender. For
this reason, the Statement
of Educational Purpose is
included on the loan
application that the student
fills out. For the Pell Grant
and campus-based
programs, the Statement
must be filed with the
school that the student is
attending.





If a student receives an SEOG or an SSIG overpayment, he or she may
continue to receive OSFA funds if the overpayment can be eliminated by
adjusting subsequent financial aid payments within the award period. For
instance, if the student received combined aid from the Pell Grant, SEOG,
and Perkins Loan programs that exceeded his or her financial need, the
student could continue to receive OSFA funds if the later disbursements of
the Pell Grant*, SEOG or the Perkins Loan for that year could be reduced
by the amount of the overpayment.

If a student is in default on a Perkins Loan (including NDSL), or a GSL,
SLS, PLUS, ICL, or Consolidation Loan, the student may continue to
receive OSFA funds if he or she has made satisfactory arrangements with
the holder of the loan to repay the defaulted loan. Before a school may
pay a student who is in default, it must receive a written statement from
the holder of the loan that the student has made satisfactory
arrangements. For an ICL or Perkins/NDSL Loan, either the school that
made the loan or the Department (if the loan was assigned) must certify
that the student has made satisfactory arrangements to repay the loan. In
the case of a GSL, SLS, PLUS, c;Consolidation Loan, the guarantee
agency or the Secretary (for federally insured loans) must determine that
the student has made satisfactory arrangements to repay the loan. Note
that any loans that have been discharged in bankruptcy are not
considered to be in default.

The student is required to certify that he or she is not in default or
overpayment status on an OSFA loan or grant. As a convenience to the
school, this certification is printed on the Student Aid Report as a part of
the "Statement of Educational Purpose/Certification Statement on Refund
and Default." However, the certification may be collected on other
documents, if the school chooses. If you collect this statement on another
document, you must add a line for the student's Social Security Number
(or Student Identification Number, if the student does not have a Social
Security Numher). The law requires that the student include this
information with the certification, but the ling_ is omitted on the Student Aid
Report, because the student's Social Security or identification number is
already printed on the Report.

* The 1988-89 award year is the first year that the Pell Grant may be
adjusted by the financial aid administrator. The financial aid administrator
may use professional judgement to increase the SAI to take into account
other sources of aid.

SEOG and
SSIG
overpayments

Satisfactory
arrangements
to repay
loans

1,/,X ell,M1.14174C4NEM.
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Exemptions
from
registration

This certification is intended to make it easier for schools to confirm the
student's eligiblity. The school may rely on the student's signed statement
that he or she is not in default, unless the school has other information
(either in its own records or from a financial aid transcript received from
another school) indicating that the student is in default or owes an
overpayment. If there is conflicting information, the school may not pay
the student until it is resolved.

BORROWING IN EXCESS OF LOAN LIMITS

The Higher Education Amendments of 1986 state that a student who has
borrowed in excess of the annual or aggregate loan limits under the OSFA
loan programs is no longer eligible for assistance from any OSFA
program.

Of course, this should be a relatively unusual occurence, because the
school awarding the Perkins or ICL loan, or certifying the GSL, PLUS, or
SLS application is required to take into account the student's previous
loans. (To account for loans received at other schools, the school must
request a financial aid transcript from each school the student previously
attended see Section Six.) However, excess borrowing could occur
when a student uses different names to apply for aid, or when a transfer
student fails to tell the financial aid administrator about schools previously
attended.

A student who has borrowed in excess of the loan limits may regain
eligibility for OSFA funds by repaying the excess amount that was
borrowed.

REGISTRATION WITH SELECTIVE SERVICE

A student must be registered with the Selective Service System (if
required to register) before he can receive aid from the OSFA programs.
In general, males between the ages of 18 and 26 are required to register
with the Selective Service System.

The major exceptions to the registration requirement are included on the
Statement of Registration Status. In addition to those who are female or
out of the age range for registration, students who are in the armed
services on active duty, or citizens of Palau, the Marshall Islands, or the
Federated States of Micronesia, are not required to register.

") 3
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There are several other categories of students who are not required to
register with the Selective Service, in addition to those listed in the
Statement of Registration Status:

1. Students who are unable to register due to being hospitalized,
incarcerated, or institutionalized.

2. Students who are enrolled in an officer procurement program at
the Citadel, North Georgia College, Norwich University, or
Virginia Military Institute.

3. Students who are commissioned officers of the Public Health
Service on active duty and members of the Reserve of the
Public Health Service.

Only a few schools will have students in these categories. Therefore, to
conserve space, the Department has not included them on the Statement
of Registration Status. Instead, the regulations exempt students in these
categories from filing the Statement. However, the school should be
careful to note in its files the reason why the student was not required to
provide a Statement.

In recent years, a number of students have been denied aid because they
failed to register with the Selective Service before their 26th birthday. The
Selective Service System will only register males between the ages of 18
and 26, leaving these students with no way to remedy their earlier failure
to register. The Departrr3nt of Defense Authorizaticn Act amends the
registration requirement for student aid to allow a school to pay a student
who failed to register when required, if the student did not "willfully avoid
registration." The student must obtain an advisory opinion from the
Selective Service's Office of General Counsel and submit it to the school.*
The financial aid administrator may rely on Selective Service's
recommendation.

MEMBERS OF A RELIGIOUS ORDER

A student may not receive Pell Grant or campus-based aid if her or she is
a member of a religious community, society,or order that directs the
student's course of study or provides subsistence support to the student.
Members of a religious order are not considered to have financial need.

* This represents a change from the original procedure. The 1987-88
FSFA Handbook stated that the school should request an administrative
review from the Department under §668.35(c) of the General Provisions.

Exemptions
not listed
in the
Statement

AzissoKmass9

DAA
,

,,,..........4....,,,..--. .

Students
over 26
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SlEtTOOK. 1rViOa
OVENVOIEW OF

FomaNcua NEED d
With the exception of the SLS and PLUS programs, a student must demon-
strate financial need to receive aid from the OSFA programs. Unlike schol-
arship programs that may award funds based on academic merit or area of
the study, need-based aid is awarded to students based on their family's
need for assistance. The concept of need is not solely a requirement for
Federal aid, but has been used for many years by schools to award their
own aid.

Financial need is simply defined as the difference between the student's
cost of education and the student's ability to pay those costs.

The educational costs for the OSFA
programs are defined by statute,
and are fairly easy to calculate
based on the student's tuition and
fee charges, living situation (on-
campus, off-campus, off-campus
with parents), and other factors.
However, the student's ability to pay,
known as the "expected family con-
tribution," is a much more compli-
cated assessment. (The expected
family contribution figure for the Pell
Grant Program is known as the Stu-
dent Aid Index (SAl) and for the
campus-based and GSL programs is
the family contribution (FC).)

1
FINANCIAL
NEED
$3000

Financial need: the difference
between the cost of education and the
amount the family can contribute (EFC).

The purpose of this section is to ______
review the concept of financial need,
and to show how it is affected by
recent changes to the law. We will discuss need analysis and the inde-
pendent student definition first, and then the cost of attendance, over-
awards, and packaging.
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NEED ANALYSIS

Sometimes the term "need analysis" is used to describe the overall process
of finding the student's financial need (i.e., cost of attendance minus the
expected family contribution). In its more technical sense, "need analysis"
refers only to calculating the expected family contribution.

a

For the OSFA programs, there are two major need analysis methodologies,
which have been defined in the law (Higher Education Amendments of
1986). The Pell Grant formula produces a Student Aid Index (SAI). For the
campus-based and GSL programs, the school must use the Congressional
Methodology, which produces a Family Contribution (FC) figure. If you want
to know more about how the SAl or FC is calculated, see The Pell Grant
Formula 1988-89 or The Congressional Methodology 1988-89.

In addition to the Pell Grant and CM formulas, some schools will be using
Uniform Methodology to award their non-Federal aid. We will not discuss
the Uniform Methodology in this publication, since it is not used to award aid
hi the OSFA programs.

The Pell Grant formula and the Congressional Methodology (CM) formula
are similar in that they analyze a family's income, expenses, and (in some
cases) assets to arrive at the expected family contribution. As in past years,
there are different versions of the Pell and CM formulas, for dependent and
independent students.

Though both formulas use the same student/parent information, and use
similar steps to analyze tha information, there are many differences be-
tween the Pell Grant and the CM formulas. In particular, the formulas use
different offsets, reserves, and assessment rates. For instance, both formu-
las use the home asset and home value line items on the application.*
However, the Pell formula uses a flat reserve of $30,000 for home assets for
most applicants, while the CM formula computes an "asset protection allow-
ance" to be used as a reserve against all assets, based on the age of the
older parent (or the student's age, for an independent student). ..e as-
sessment rates for the family's assets are also very different, depending on
whether you use the Pell or CM formulas.

In addition to the differences in the use of offsets, reserves, and assessment
rates, the CM formula has some additional considerations, such as the
Minimum Contribution from Income, and the adjustment for students who
will attend more or less than the standard 9 months in the award year.

* Unless the home assets are excluded from the formula for a dislocated
worker or displaced homemaker, or the student qualifies for the simplified
needs test.
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The Higher Education Amendments of 1986 included modifications to both
formulas for dislocated workers and displaced homemakers. Home assets
are not counted for dislocated workers and displaced homemakers. In
addition, for dislocated workers only, expected year income is used rather
than base year income. (For the 1988-89 award year this means that 1988
income would be used rather than 1987 income.)

DISPLACgD 110114E4AKE0

A displaced homemaker generallylrfearissaperscrOmbcs
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The Higher Education Amendments of 1986 also established a "simplified
needs test" for certain low-income families. The formula for the simplified
needs test follows many of the same steps as the regular formula. How-
ever, the simplified formula does not count the student's veterans benefits,
the family's assets, or make allowance for unusual medical/dental expenses
or elementary/secondary tuition paid. In general, the simplified formula is
used to calculate the SAI and the FC if the family's total taxed (or earned)
income is $15,000 or less, and if the family members do not file a tax return,
or file the 1040A or 1040EZ.

INDEPENDENT STUDENT DEFINITION

One of the most important decisions in need analysis is whether the student
should be treated as a dependent or independent student. If the student is
dependent on his or her parents, the student will have to include parental
information on the financial aid application, and a parental contribution will
be added to the student's contribution.

Traditionally, need analysis methodologies have assumed that parents have
the primary responsibility to pay for their children's education. However,
there have always been exceptions to this rule, for students who no longer
have contact with their parents, non-traditional students who are too old to
be considered the parents' responsibility, and other cases. Most financial
aid applications ask several questions at the outset that decide whether a
student will be considered dependent on their parents, or independent.

The Higher Education Amendments of 1986 significantly changed the
definition of an independent student for 1987-88 anti subsequent
award years. In previous award years, the application asked ques-
tions that were difficult to verify, such as the length of time the stu-
dent lived with the parents during the year, and how much support
the parents gave to the student. The definition has been revised to
use questions that are less subjective, and easier to verify. At the
same time, financial aid administrators have been given the authority
to make exceptions for students who have individual circumstances
that make them independent, even though they do not meet the
definition in the law.

For the 1988-89 award year, a student is automatically independent
if he or she is:

1. Over 23 years of age,

2. Is a veteran of the U.S. Armed Forces,

3. Is an orphan or ward of the court

4. Has legal dependents other than a spouse.

Financial Need 2 - 30

O



The student will also be considered to be independent if the school
documents that one of the following circumstances exists:

5. The student is married, or a graduate or professional stu-
dent, and will not be claimed as an income tax exemption
by his or her parents for the 1988 tax year.

6. The student is a single undergraduate student, and was
not claimed as an income tax exemption by his or her
parents in either 1986 or 1987, and demonstrates self-
sufficiency for two years. The student is considered self-
sufficient if he or she had total annual income and other
resources of at least $4,000. If the student received aid in
the 1987-88 award year, the two years used to show self-
sufficiency are 1985 and 1986. If the student did not re-
ceive aid in 1987-88, the two years are 1986 and 1987.*
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* The two years used to demonstrate self-sufficiency are the two
years before the student first received Federal student aid, beginning
with the 1987-88 award year.
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The law makes an important exception to the last two criteria (#5and #6). Even if a student meets one of these criteria, the studentwould be considered to be dependent in the 1988-89 award year ifthe student was an independent student in the 1987-88 award year,but was claimed as an income tax exemption by another person(other than his or her spouse) in 1987. If the financial aid administra-tor is aware that a student is dependent based on this exception, theaid administrator must use the procedures described in Section
Three to override the student's dependency status on the financial
aid application. (The financial aid administrator may still use profes-sional judgement to decide that the student is in fact independentdespite this exception, in which case no override would be necessarythe dependency status on the application would be correct.)

Remember that the financial aid administral 1r is required to document that astudent meets one of the last two criteria before paying the student underany OSFA program. (The school may certify a GSL or SLS loan application,but may not process the student's loan check until the documentation isprovided.) The law does not specify the kinds of documentation that wouldshow that a student meets a given criterion. The Department does not havethe authority to issue regulations regarding the independent student defini-tion, but considers the following documentation to be appropriate for eachcriterion:

INDEPENDENT STUDENT
poimunnominnommionnion DOCUMENTATION

mummuunummiummunninitimi(1988-89 AWARD YEAR)

Marriage certificate.

r a graduate or professional
of be claimed as an income

of the award year
(e.g., calendar year 1988 for the award year
1988-89).

A single undergraduate with
was not claimed as an into
her parents in either 1986 or
demonstrates self-suffi
years as evidenced
(other than those from t
VINO in each of those years

Parental statement
or 1988 tax return

Parents' 1986 and 1987ho
',tax returns or

parental statement.

School records or financial
aid transcript for student aid.

Student's tax returns or W-2
forms for taxed income.

Standard documentation for
untaxed income and benefits
(as described in the 1988-89
Verification Guide.)

Promissory notes for loans.

IhninionionimunomumnimuniumnimnuminommuumununinuumuttuamuutuniutuntmotummuumomiutoummolomminimmoffilFinancial Need 2 - 32

65



The Federal income tax return is preferable to the parental statement
as documentation for 1986 and 1987 income. However, the criterion
for married, graduate, or professional students refers to the tax ex-
emptions claimed on the 1988 tax return, which cannot be filed until
January 1989 at the earliest. Therefore, in most cases, a student
applying for aid in the 1988-89 award year should provide a state-
ment signed by the parents that certifies that the parents will not
claim the student as an exemption for that year. The financial aid
administrator may also ask for a copy of the student's tax return, a
marriage certificate, a promissory note, or other proof that the stu-
dent meets the criteria for eligibility.

In unusual circumstances, a student who does not meet any of these crite-
ria may still be considered independent. The financial aid administrator at
the student's school may use professional judgement to decide that a
student is in fact independent, despite the student's answers to the ques-
tions on the application. The aid administrator must make this decision on
an individual (case-by-case) basis, and must document in the student's file
the reasons for that decision. (The student will have to use a Correction
Application to apply for aid, and the financial aid administrator will have to
use the procedures described in Section Three to override the student's
dependency status as shown on the application.)

0 Please bear in mind that the aid administrator may only use this profes-
sional judgement to make a dependent student (based on the questions on
the financial aid application) independent. An aid administrator cannot
force a student who is independent under the statutory definition to file as a
dependent student.* However, the financial aid administrator may include a
parental contribution for an independent student if the administrator decides
that such a contribution is warranted. Again, any such individual determina-
tion must be documented in the student's files.

* The only circumstance in which the dependency override may be used to
make an otherwise indpendent student dependent, is when the student was
independent in 1987-88 but was claimed as a tax exemption in 1987, as
described on the previous page.'1

An

Tax return
vs. parental
statements

Profes-
sional
judgement
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COST OF ATTENDANCE

The cost of attendance is an estimate of the studer, ; educational expenses
for the year. Traditionally, the cost of attendance includes such categories
as tuition and fees, room and board and other expenses such as transporta-
tion, books, supplies. In addition, some students may have additional ex-
penses that may be a part of their cost of attendance: the cost of a "junior-
year abroad" program, for instance, or the cost of special equipment or
services for a handicapped student. The following discussion gives a gen-
eral overview of the the cost of attendance for the OSFA programs. More
detailed information is given in each of the program chapters.

The Higher Education Amendments of 1986 included new provisions gov-
erning the cost of attendance for the OSFA programs. These new provi-
sions are Effective for the 1988-89 award year, and subsequent award
years. In essence, there are two different costs of attendance for the OSFA
programs: the Pell Grant cost of attendance, and the cost of attendance
used for the campus-based C id GSUSLS/PLUS programs. The costs of
attendance have similar categories of student costs, as shown in the follow-
ing chart:

COST OF ATTENDANCE

GRANT
'PROGRAM'

TuitiohealidfeeS
Liyir4expenses

,(Iimit&faandarcrallbwance
bOardt b9oks,t upplie&

,tOnsportattpa Radmiqqallandous
sOrienses)

Child allowance
Hardicapped.allbwance,

Tuition and
fees

,CAMPU-OASED
GSLALS/PI418

PROGRAMS

Tuition'and fees
Room-and,Briard,

,(minimum stanclardallOWah
Books, supOles,s1ratiVOrt094

and miscella,neCus
personal expenses

Dependent.care allowance,
Handicapped allowance

Both costs of attendance include actual or average tuition and fee charges.
However, the Pell Grant cost of attendance must always be based on the
costs for the student to attend a full academic year as a full-time student.
The cost of attendance for the other programs must be adjusted if the stu-
dent is part-time, by using actual or average part-time tuition and fees, or by
pro-rating the average full-time tuition and fee charge.

(
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The Pell Grant cost of attendance has a combined standard allowance for
all of the student's living expenses, while the cost of attendance for the
other programs has two separate categories (the room/board allowance
and another allowance for books/supplies/transportation/miscellaneous).
The school sets the standard allowance for these categories, based on the
typical costs for its students.

Note that the Pell Grant standard allowance has a maximum limit, while the
standard allowance for room and board in the other programs is a minimum
amount. For instance, the standard allowance for living expenses in the
Pell Grant Program may not exceed $1,600 for a student without depend-
ents who lives at home with his or her parents. In contrast, the standard al-
lowance for room and board for the other programs must be at least $1,500
for a student without dependents who lives at home with his or her parents.
There are other variations in the two costs of attendance for students who
have dependents, or who do not live with their parents.

Another difference between the two costs of attendance is that the Pell
Grant cost includes a child care allowance, while the other programs have
an allowance for dependent care. (Dependent care includes the cost of
child care, as well as the costs for adult dependents of the student who
require special attention or supervision.) The child care allowance for the
Pell Grant Program is limited to $1,000.

Both costs of attendance have an allowance for special expenses incurred
by handicapped students. The allowance is set by the school, based on
additional expenses of the student related to his or her handicap, such as
the cost of special services, equipment, and supplies. (Transportation costs
resulting from the student's handicap may also be included for the campus-
based and GsUSLS/PLUS programs.) This allowance must not include
any costs of any services provided or paid for by other assisting agencies,
such as the State vocational rehabilitation agency. The school must be
able to justify and document the costs.

The law includes special provisions concerning costs for the campus-based
and GSUSLS/PLUS programs, for students enrolled less than half-time, for
students studying abroad or in correspondence programs or through tele-
communications. The Pell Grant cost of attendance does not make any
special distinctions for students in these programs.

The financial aid administrator has the authority to adjust the cost of atten-
dance for a student, on a case-by-r;ase basis, based on special circum-
star -9S. Such adjustments must be documented in the student's file.

Living
expenses

CM!ci and
dependent
care

Handi-
capped
expenses

AO;usting
costs
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Pell Grants

OVERAWARDS, RESOURCES, AND
ESTIMATED FINANCIAL ASSISTANCE

We have seen how to find a student's financial need by comparing the cost
of attendance to the expected family contribution. But the student may be
receiving aid from other sources to help meet that financial need. A basic
premise of need-based aid is that the total package of aid must not exceed
the student's financial need. Because of differences in the way aid is
handled in the OSFA programs, the programs differ in the way that they
take into account other sources of aid.

Pell Grants are considered to be the first source cf aid to the student. Thus,
the Payment Schedule only takes into account the student's cost of atten-

dance and expected family contribution (SAI) in setting
the amount of the student's award. Other sources of
need-based aid are expected to take the Pell Grant into
account when awarding funds. However, it is always
possible that the student will receive a scholarship or
other aid that, in combination with the Pell Grant, ex-
ceeds the student's need. Even if this happens, the
student is still eligible for the Pell Grant as determined
by the Payment Schedule. (In such a situation, the
financial aid administrator may use professional judge-
ment to make an individual adjustment to the student's

} Student Aid Index to take into account any additional
resources.)

Campus-
based
resources

PELL EXAMPLE

In contrast to the Pell Grant Program, the regulations for the canmus-based
programs speclically require the school to take into account any resources
available to the student when awarding funds from those programs. Re-
sources include the student's Pell Grant eligibility, Guaranteed Student
Loans, veterans benefits, outside scholarships, and student earnings during
the award year. If the total of the student's expected family contribution (in
this case, the FC), resources, and campus-based aid exceeds the student's
cot' of attendance, the campus-based aid must be reduced to prevent an
overaward.*

* The campus-based regulations give very detailed instructions on the
steps to be taken by the school if it finds out after it has awarded funds that
a student will receive additional resources. See §§ 674.14, 675.14, 676.14.
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The student has costs of $6,000,
with an FC of $1,500. The
student's resources are a $2,000
Pell Grant, and a $2,000 outside
scholarship. The school awards
the student a $500 SEOG and a
$1,500 NDSL to fully meet the
student's financial need.

Perkins]
SEOG

Scholarship

CAMPUS- BASED
EXAMPLE

}

i
The statute governing the GSL program does not use the definition of "re-
sources," but defines a similar term, "estimated financial assistance." The
school may only certify a GSL application for the aifference between the
student's cost of attendance on the one hand, and the FC plus estimated fi-
nancial assistance on the other.

I Fair. --I
LSEOG

V.A. Benefits

Pell Grant

GSL EXAMPLE

1 i:....
MATED

FINANCIAL
ASSISTANCE

J
Note that the definitions of "resources" and "estimated financial assistance"
in the program regulations include many of the same types of aid, but are
not identical, as shown in the comparison on the next page.

Under the SLS and PLUS programs the loan is considered to replace the
student's FC. However, the school must still take the student's cost of
attendance and any estimated financial assistance into account when certi-
fying the loan. Thus, the SLS or PLUS loan may not exceed the cost of at-

4110 tendance minus estimated financial assistance.

70

GSL:
Estimated
Financial
Assistance

SLS/PLUS
loans
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PACKAGING AID

We would be remiss if we did not at least mention the concept of packaging,
even though the Department does not regulate in this area. Packaging is
the science of finding the best combination of aid that meets the student's
financial need, given the constraints of available funds.

If your school does not participate in the campus-based programs, and
doesn't have its own sources of aid, packaging is not an issue. The student
is eligible for a certain amount of Pell Grant aid, and any GSL must not
exceed the remaining financial need.

On the other hand, if your school does have other sources of aid, you have
to decide how to allocate scarce funds from different sources to meet each
student's financial need. Should you give priority to students who apply for
aid first, on a "first come, first served" basis? Do you offer grant assistance
to beginning students, and loans and work-study to students who have had
a chance to adapt to the academic program? If you do not have enough
funds to meet every student's need, do you give more assistance to the
neediest students, or give an equal proportion of aid across the board?

Schools have different philosophies of packaging, depending on the charac-
teristics of its academic programs, and the make-up of its student body.
Section Nine of the Self-Instructional Modules Ow Jared through contract by
the Office of Student Financial Assistance) discweas some of the basic
types of packaging. To get ideas about different approaches to packaging,
you may also want to refer to materials prepared by the professional asso-
ciations representing schools and financial aid administrators, or consult
with other aid administrators at schools that have similar characteristics.

Packaging
philoso-
phies
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SECTION THREE:
USING THE FEDERAL

PROCESSING SYSTEM

In the previous section, we discussed the theory of financial need and need
analysis. In this section we will discuss the more practical aspects of how
the student's financial information is sent to the Federal processing system,
and how a financial aid administrator can use the processing system to
make changes to the student's information.

EFFECT OF NEED ANALYSIS CHANGES
ON THE PROCESSING SYSTEM

Prior to the 1987-88 award year, there would have been relatively little need
to discuss the Federal processing system. The processing system ac-
cepted student data and calculated a Student Aid Index and a Family Con-
tribution, and sent this information to the student. !f the student's informa-
tion was incorrect, the student made corrections ,Dither on the Student Aid
Report or on a Correction Application and returned it to the processor. The
student could not be paid a Pell Grant until he or she received the valid,
reprocessed SAR and submitted it to the school. If the student's family had
special circumstances not reflected in the need analysis methodology, the
financial aid administrator could adjust the FC figure for the campus-based
programs and GSUPLUS. However, the SAlfigure used to award the Pell
Grant could never be adjusted.

The Higher Education Amendments of 1986 made major changes that allow
financial aid administrators much more authority in the area of need analy-
sis for the Pell Grant Program. Beginning in the 1987-88 award year, a
financial aid administrator could override the student's dependency status if
the aid administrator believed that the student was independent, even
though the student's answers to the dependency questions made the stu-
dent dependent. Under certain circumstances, the school could make a
first payment to the student before actually receiving the valid Student Aid
Report, even if the student's information needed to be corrected and a
recalculation was necessary.

Processing
before 87-88

HEA 86

87-88
changes:

dependency
overrides

first
payment
option &
recalcula-
tions



88-89
changes:
adjust-
ments,
simplified
needs test

Reporting
SAI
changes

MDE proc-
essors and
the Federal
system

Using
the SAR
and W.-.
Correction
Application

For the 1988-89 award year, the financial aid administrator may adjust the
Student Aid Index (or its components) if the aid administrator believes that
the family has special circumstances not reflected in the Pell Grant formula.
In addition, now that there is a "simplified needs test," the Student Aid Re-
port may have two Student Aid Indexes, and the aid administrator may
choose to substitute the secondary SAI for the primary SAL

Financial aid administrators have always been able to make similar changes
to the FC figure for campus-based aid and GSL'PLUS, without having to
report the changes back to the Federal processing system. However, the
Pell Grant Program is more centralized than the other aid programs, and is
unique in that it provides funds directly to the school for all eligible students
who present a valid Student Aid Report. There has always been a link
between the Pell Grant Disbursement System, which monitors each
school's Pell Grant expenditures, and the application processing system,
which calculates the Student Aid Index. Consequently, all four types of
changes, dependency overrides, recalculations, adjustments, and use of the
secondary SAI, must be reported back to the Federal processing center in
Iowa, or to the Pell Grant Disbursement System. (See Chapter Four, Sec-
tion Seven, for a complete discussion of the Disbursement System.)

MDE PROCESSORS AND OTHER
NEED ANALYSIS SERVICERS

There is an increasing variety of organizations that offer different need
analysis services to postsecondary schools. The Department has awarded
contracts to four of these need analysis servicers to become "Multiple Data
Entry" processors (MDEs). The Federal application and the applications for
the MDEs contain identical "core elements" that are needed to calculate the
SAI and FC figures for the OSFA programs. If a student completes an MDE
application and checks the appropriate box, the student's informzion will be
sent to the Federal application processing center in Iowa (see diagram at
the end of this section).

The Federal processing system uses the student's information to calculate
the SAI and the FC, and sends a Student Aid Report to the student's home
address. The MDEs have varying procedures for dealing with corrections
and recalculation of student information. However, the MDE processors
on,/ transmit the student's original application information (the "01" transac-
tion) to the Federal processor. Corrections or other changes made to the
student's information through an MDE processor are generally not transmit-
ted to the Federal processing center. Once the student's information is at
the Federal processing center, you must use the Correction Application or
the Student Aid Report to correct that information for Pell Grant purposes.
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P
There are five forms used by the MDE processors:

Financial Aid Form (FAF)

aNO Family Financial Statement (FFS)

a,0
Application for Pennsylvania State Grant
and Federal Student Aid

ce() Student Aid Application for California (SAAC)

Application for Federal and State Student Aid
( AFSSA - Illinois)

.1

In addition to the MDE processors, there are many other types of need
analysis servicers that do not transmit student information to the Federal
processing system. Beginning with the 1988-89 award year, a need analy-
sis servicer must be certified by the Department before the FC figures that it
calculates may be used in the campus-based and GSL programs. To be
certified, the servicer must be able to calculate the exact FC produced by
the Congressional Methodology, based on up to 5,300 test cases.* There0 are four levels of certification, depending upon whether the servicer also is
able to select students for verification, and is able to use edits specified by
the Department to calculate an FC for a student who provides incomplete or
inconsistent information.

If you use an MDE or other need analysis servicer, refer to the materials
provided by that servicer to find out what level of service it provides and
what procedures to use to submit and correct student information. Note
that MDEs and other' need analysis servicer-, will also be calculating a
version of the FC using Uniform Methodology (UM), for schools to use in
awarding non-Federal aid. The UM figure may not be used for the campus-
based or GSL programs.

* The list of certified need analysis servicers will be publisheJ in the Fed-
eral Register in May 1988.

Other need
analysis
servicers
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Design
changes

THE APPLICATION FOR FEDERAL STUDENT AID

There have been two major design changes to the AFSA for the 1988-89
award year. First, this year's AFSA is a "combined form" a

single application that can be used by both dependent and
independent students. After the student completes Step
1 to find out if he or she is an independent student, and
fills out the personal information in Step 2, the form di-
vides into red-shaded areas (parental information) and
gray-shaded areas (independent student information).

Areas that are not shaded must be filled in by all students,
whether they are dependent or independent.

Simplified
data ele-
ments

Use
Correction
Application
for depend-
ency over-
rides

The second major design change is that the first two pages of the
AFSA have all the questions necessary to calculate the "simplified" version
of the FC and SAI. The additional questions that are necessary to calculate
the regular formulas are on the la:- page, titled "Supplemental Information."
A student can find out whether he or she needs to complete the additional
questions by using the worksheets (6A or 6B) in the instructions. (Of
course, the student has the option of filling out the Supplemental Information
even if he or she qualifies for the simplified formulas in some cases t' is
may be to the student's advantage.)

Of the other MDE applications, only the Student Aid Application for Califor-
nia has a simplified version. Therefore, most students applying with one of
the MDE applications will be providing enough information for both regular
and simplified versions of the SAI and FC to be calculated.

OVERRIDING DEPENDENCY STATUS
ON THE CORRECTION APPLICATION

If you decide to override the student's answers to the dependency status
questions on the application (as described in Section Two), you must have
the student use a Correction Application. The student may not use the
Student Aid Report to change dependency status. The Correctly Applica-
tion can be used to change the status of a student who has alrea, ; applied
as a dependent student, or as the student's first application for the award
year. Please note that the dependency status override is the only situation
in which a Correction Application may be used for a first ("01") transaction.

You should tell the student to fill out the dependency questions (Step 1) on
the application with the correct information, even tnough the answers ap-
pear to make the student dependent. However, the student should then fill
out the gray (independent) form, even though the directions state that the
blue form should be used. You should then fill in the override code, as
described below. The application will be processed as an independent form.
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An application submitted using the dependency status override must have a
correct override code, filled out by the financial aid administrator (or an au-
thorized member of the school's financial aid staff). The override code is
nine spaces, for the school's six-
digit Pell Institution Number, the Dept. of Ed

Imiddle two digits of the student's Use Only I 1 I lc 1 I

social security number, and either a MI/11191114113RICI
Do not write
in this box

"D" (for dependent to independent
changes) or an "I" (for independent to dependent).* The override code
must be written in the "Dept. of Ed Use Only" box that appears on the last
page of the Correction Application, just below the signature lines.

If the student is filing on the Financial Aid Form or the Family Financial
Statement, different procedures will apply. Both the College Scholarship
Service and the American College Testing Service are also accepting
dependency status overrides on the first transaction, with an accompanying
form or letter that is signed by an authorized school official. You should
refer to the materials sent to you by the MDE agency for further details on
these procedures. However, please note that the MDE processor will only
forward override information to the Federal processing system from the first
application. If the financial aid administrator overrides the student's de-
pendency status on a later MDE transaction, the student will have to submit
a separate Correction Application to the Federal processor to override the
dependency status used for the SAI on the Student Aid Report.

PROCESSING THE STUDENT'S APPLICATION

Each of the processing systems keypunches or scans the information that
the student reported on its application, and calculates an SAI and an FC for
the student. The MDE processors and the Federal processor use a series
of "edits" to check whether the student's information is consistent. For
instance, it would be inconsistent for a dependent student of a single parent
to report income earned from work for two parents.

If the student's information is inconsistent, the processor may be unable to
calculate the SAI and FC, or may calculate an official SAI and FC based on
assumptions built into the processing system. (In some cases, the MDE
processors will calculate an "estimated" figure, which may not be used for
payment in the OSFA programs.)

The Federal processing system receives student information not only from
the Application for Federal Student Aid, but also from all of the other MDE

Override
code

MDE over-
rides

Edits

Assump-
tions

* If your school does not have a Pell ID number, only fill in the last three
boxes (middle two digits of student's SSN and the override code). You
must attach a note to the application explaining that your school has no Pell
ID number.
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processors. If the student's information was received from an MDE proces-

sor, the official SAI and FC calculated by that processor is printed on the

Student Aid Report.*

THE STUDENT AID REPORT

When a student's information has been received by the Federal processing

center, either from an ASFA or through an MDE processor, the Federal

processor prints a Student Aid Report and mails it to that student's home
address. The Student Aid Report comes in three parts, with each part

serving a different purpose:

(1101988-99 Student AId Report
Federal Satdent Aid Programs
Pant-Information Summary

SAI:
INSTRUCTIONS
verturautsateasatratemetameatte
VONONSUOIKSIMIIIit
VAWROMONIONOMMIMWSMAIR
NittMOSSAVAVAVOIMAWANfAtWK

EUGIBIU1Y

isseseosetatereesateave
eraavatossausesemervesemormtwoo
foretwoosssawateesaweromessessio

FC:

Part 1- information Summary Part 1 serves as an
eligibility letter to the student. The SAI and the FC are
printed on the front, along with an explanation of how the
SAl was calculated and instructions for the student. A
summary of the student's information is printed on the
back of Part 1, with the certification statements to be

signed by the student.

Part 2 - information Request Form/
information Review Form The student uses Part 2 to

make corrections. Part 2 has an expanded listing of the
student's information (under the "You told us" column),
with space for the student to correct the information (under

"The answer should be").

Part 3 - Payment Docum"nt If the student has an eligible SAI, the
school uses Part 3 to report the payment to the Pell Grant Dis-

bursement System. (See Section Seven of Chapter Four for de-

tailed instructions.)

The SAI end FC figures calculated by MDE processors should be identical

to those calculated by the Federal processor, since all systems are using

the same formula and edits. The Federal pc ocessor will be performing
back-up calculations for all student information transmitted from MDE proc-

essors. If any discrepancies iccur, the MDE system will be brought into
alignment immediately. If there is a discrepancy in the two calculations, the
Student Aid Report will be printed with the MDE-calculated figures, but the

Report will not have the "intermediate values" printed along the bottom of
the first page of Part 1. The school may still treat that Student Aid Report as
the student's valid SAR for Pell Grant payment.
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Part 1 -- Official SAI and FC printed on front,
with comments addressed to student.
Summary of student data printed on back,
with the certification statements to be signed
by student (Statements of Updated
Information, Educational Purpose, Refunds
and Defaults, and Registration Status.) if
the comments are extensive, Pert 1 may
have additional pages.

Part 2 Expanded listing of student
data printed on front and back, with

space for the student to make
corrections. Assumptions made by the

processing system are highlighted in
bold. (For dependent students, Part 2
is printed on four pages.) The "School
Use Only" box, for FAA adjustments, is

printed on the last page.
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Part 3 Payment Document for Pell Grant
recipients. Part 3 is always two pages, and
is only sent when the Student Aid Report
has an eligible SAI. The front has
comments addressed to the FAA, and the
School CElitication. The back has boxes
for reporting payment data, such as cost of
attendance and enrollment status. Item 10
can be used by the FAA to adjust the SAI.

THE 1988-89 STUDENT AID REPORT
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Void SAR

Reject SAR

Official SAI
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calculated
with as-
sumptions

The SAR comes in several different "flavors," depending on whether the

student was eligible or ineligible, and whether the student's information was

consistent.

If the student files more than one original application, the Federal processor

will produce a void SAR in response to the second application. This will
usually happen when the student files both a Federal and an MDE form.
The void SAR only contains the Part 1 Eligibility Letter, noting that the
student already has an application on file and instructing the student to use

the SAR from the original application to make any corrections.

If the student's information has major inconsistencies or omissions, the
Federal processor will not calculate an SAI or FC for the student. Instead,

the processor will reject the application, and will send the student Parts 1

and 2 of the SAR. In this case, Part 2 will be titled "Information Request
Form," which indicates that the SAI and FC cannot be calculated unless the
student supplies the requested information. If the inconsistencies affect a

significant portion of the student's information, the processor will send the

student a Correction Application, so the student can "start from scratch."

If the student's information has minor inconsistencies, the Federal processor

may be able to make assumptions to calculate an official SAI and FC. In

this case, the processor will send the student Parts 1 and 2 of the SAR.

Part 2 will be titleo the "Information Review Form," and will highlight the

possibly inconsistent information. The student is asked to review this infor-

mation carefully for errors before submitting the Studeat Aid Report to the

financial aid office. The Federal processor only includes Part 3 of the SAR

(the Payment Document) for those students who have an eligible SAL

If any of the student's information is incorrect, the student must fill in the

correct information, sign the certification on the back of Part 2, and mail Part

2 back to the Federal processor. (If the student is dependent, the student's

father and mother must sign the certification statement; if married, the

student's spouse must also sign.) If the processor's assumptions are cor-
rect, and the student is eligible, you may use the SAI and FC to pay the

student.

Of course, there is another possibility that we haven't mentioned: the per-
fect Student Aid Report, on which all the information is consistent and accu-

rate. Hopefully, most of the SARs that you receive will be in this category.

In this case, the Federal processor sends Part 1 and Part 2 (an "Information

Review Form," with none of the information highlighted) of the SAR to the

student, along with Part 3 if the student has an eligible SAL Even if the
student submits a complete and accurate Student Aid Report, you may

decide to make adjustments or other changes, as described in this section.
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PAYMENT OPTIONS

Payment must be based on the student's official SAI (for a Pell Grant) and
FC (for campus-based and GSL aid). Some need analysis servicers will
calculate an estimated figure if the student's information is incomplete -- no
payment may be made based on an estimated SAI or FC.

The Federal processing system does not calculate estimated figures. In-
stead, the Federal processor sends a "rejected" Student Aid Report (with no
SAl or FC) if the student has not provided enough information to calculate
these figures. If an SAI and FC have been printed on the Student Aid
Report, they are always "official" figures that may be used for payment.
However, this does not automatically mean that the SAI and FC are correct.
The student's information may be complete and consistent, and still be
wrong. The student should review the information on the Student Aid Re-
port or other output document carefully, and correct any mistakes. If the
SAI znd FC have an asterisk (*) beside them, it means the student has
been selected for verification. The student cannot be paid based on the
SAI or the FC until certain information has been verified. (See the 1988-89
Verification Guide for further details and exceptions.)

For the campus-based and GSL programs, you may pay the student based
on an official FC. All certified need analysis servicers are calculating official
FCs for students who have provided sufficient information. Schools and
non-certified need analysis servicers can also produce official FCs, by
precisely following the steps in the Congressional Methodology, 1988-89.

If the student has not prov;,ried enough information to calculate an FC, you
may either have the student provide the information to your need analysis
servicer to have the official FC calculated, or calculate the FC at your
school, based on the student's complete and correct information. In any
case, the changes do not have to be transmitted back to the Federal proc-
essor if you are only making campus-based payments, or certifying a GSL.

For the Pell Grant Program, the student must always submit a valid Student
Aid Report for payment. This means that if the student's information on the
Student Aid Report is incorrect or incomplete, the student has to go back
through the system to get a valid Report. Although the aid administrator
has much more flexibility in dealing with the SAl than in past years, it is still
necessary to transmit changes back to either the Federal processing sys-
tem or the Pell Grant Disbursement System, as we will describe shortly.

F 1

Payment
based on
official SAI
and FC

Corrections

Calculating
official
FCs at the
school

Valid SAR
needed for
Pell Grant
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Fir ENT OPTION (AND RECALCULATIONS)
11111011

A school has the option of making a first Pell Grant payment to an eligible

student before the student has submitted the valid Student Aid Report
(MR) to the school. To use this option, the school must have received the

student's official SAl and application information. The official SAI must be

from at? MDE or from the Federal processing center, either printed on an
output document such as the SAR or on a full data tape (for schc. ,s that

use the tape exchange system).

Once the "first payment" option has been used, no further payments can be

made to the student until the student submits a valid SAR to the school. In
addition, the school and the student are liable for the first payment if the

student does not submit a valid SAR within the established deadlines. The
school and the student are also liable for the amount of any overpayment
that cannot be adjusted in subsequent Pell Grant payments in the award

year.

The first payment option is useful if the student has not yet received the
SAR, but your school has received the official SAI and application informa-
tion for a student, either from an MDE or on the full data tape. You may pay

the student based on that information, without waiting for the student to

receive the SAR.

This option can also be used to make a first payment to a student who

needs to make corrections. If you have received the student's information
from an MDE, or on the SAR or full data tape, and you find that the student
needs to correct the information, you may recalculate the SAI at your school

and make a first payment based on that recalculation. Remember that you

may only recalculate the SAI if you have already received the student's

official SAI and application information you may not recalculate based on

an estimated SAI. Any time you make a first payment based on your recal-
culation of the SAI, you must submit the student's SAR for reprocessing.
You may not make the corrections on Part 3 of the SAR or on the full data

tape.

When reporting a recalculated SAI, use part 2 of the SAR to correct the
student's information just as the student would for any history correction.
The student must sign the certification which states that the corrections are

accurate. In addition, you must report the recalculated SAI in the "School
Use Only" box on the back of Part 2 of the SAR, fill in the name, address,
and Pell Institution number of your school, and sign on the designated
signature line. The recalculation must be based solely on the correct infor-

mation reported by the student in accordance with the instructions on the

application.
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rgxample of "School Use Oply" bj6x for recalculations.

School Use Only

FAA Recalculated SAI 1 I I I FAA SAI Adjustment 1 1 1 1 1

Type: Parental Cont. Projected Yr. Data
Fsmula Data Element
Product

SAI Calculation Requested

Projected Yr Data
Data Element Change

Secondary SAI Requested

Pell Inst No 1 1 1 1 1 1 1 FAA Signature

There are several situations in which the option of making a first payment
cannot be used:

Change In dependency status. If the student's dependency status
changes, the student must submit an entirely new application (the
Correction Application) which shows parental information as well as
student information, and the school should base payment upon the
SAI derived from the Correction Application.

Rejected SAR. No payment may be made based on a rejected
SAR. The information on a rejected SAR is incomplete and the SAR
does not provide a calculated SAI for the student.

Estimated SAL No payment may be made based on an estimated
SAI from an MDE or other need analysis servicer.

Documentation required for independent status. If a student is
independent based on one of the categories that require documenta-
tion, no payment may be made to the student until the documenta-
tion is provided. (See Section One.)

The main advantage of the first payment option is that it enables you to pay
the student as soon as you have the complete and correct info rmatie 1,
even if a recalculation is required. Unlike an adjustment, a recalculation
does not change the way the student's SAI is calculated, it merely corrects
misreported information or keypunch errors. For instance, an aid adminis-
trator may recalculate the SAI when the student reviews the Student Aid
Report and finds that parental income was inadvertently reported as
$19,000 when it should have been $9,000. On the other hand, if the aid
administrator discovers the', the parental income for 1987 was reported
correctly, but that the parent is now unemployed, the aid administrator may
adjust the parental contribution to take into account this loss of income.

Restrictions

Recalcula-
tions vs.
adjustments
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Use correct
Information

Use Part 3
to report
adjust-
ments

ADJUSTMENTS

Beginning with the 1988-89 award year, financial aid administrators have

the authority to make adjustments to the Student Aid Index as well as the

Family Contribution. This represents one of the two major changes to the

processing system for this year, along with the use of the simplified needs

test.

Note that adjustments must be based on the student's correct information.

For instance, if the student is being verified (or there is an apparent incon-

sistency in the student's information), the school must collect the required

documentation before making the adjustment. The adjustments must be

made on an individual basis, and must be documented in the student's file,

based on the individual student's circumstances.

If you are making an adjustment to a student's data, and the student has an

SAR with an eligible SAI, use the Payment Document (Part 3) to report the

change. For instance, if the student has an SAI of 1200, but you make an

adjustment to the parental contribution that results in an SAI of 1500, you fill

in Item 10 on the Payment Document, and fill in the box for "Parental Cont."

There are five types adjustments listed in Item 10. (The last box is for the

school to request that the secondary SAI be used, which we will discuss in a

moment.) Some adjustments will fall into more than one category. For

instance, an adjustment that uses "projected year data" is also a "data

element change." You should choose the most specific category that de-

scribes the adjustment.

6.1LUSTED SAI
4 . r

CD Parental Cont.

CD Formula

CD . Product

0 Projected Yr. Data

CD Data Element

CD secondary SAI Used

1111.1
CD CD CD CD

0 0 0 cp
cp op CD
CD CD 0
0 CD 0000
CD CD CD

rn 0)
GD CD CD

CD CD cp
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Parental Contribution: any adjust-
ment that involves a parental contri-
bution, whether modifying or remov-
ing E.: parental contribution for a
dependent student, or adding a
parental contribution for an inde-
pendent student.

Formula: an adjustment to the as-
sessment rates, offsets, reserves, or
any of the intermediate calculations
used in the Pell Grant forrla, such
as the mi !tiple Qt.! irlent adjustment.

Product: an adjustment to the Stu-
dent Aid Index itself.



Projected year data: an adjustment that substitutes pro-
jected year information for the information that the stu-
dent reported on the application.

Data element change: any adjustment that changes the
information that the student is required to report on the
application.

If the information on the student's application produced an ineligible SAI,
the student will only receive the first two parts of the SAR, without the
Payment Document. Therefore, if you want to report an adjustment for that
student, you will have to use the "School Use Only" box on Part 2 of the
SAR. On an SAR for an ineligible student, the School Use box will have the
center section for an "FAA SA1Adjustment," with the same five types of
adjustments listed on the Payment Document:

Use Part 2
of the SAR
to adjust an
ineligible
SAI

School Use Only

FAA Recalculated SAI 1 1 I FAA SAI Adjustment

Type: Parental Cont.
1 1 I I I Calculation Requested

P ected Yr. DataProjected Yr. Data
Formula Data Element Dat Element Change
Product Seco nary SAI Requested

Pell t. No.1 1 1 1 1 11 ,- iA Signature

As is the case with recalculations, you may make a first payment to the
student based on your adjustments to Part 2 of the SAR before receiving
the reprocessed SAR with Payment Document. However, the school and
the student are iiable for the payment if the student does not submit the
valid SAR within the established deadlines.

Remember that if you adjust the SAI and the student becomes ineligible,
you do not have to report the change back to the Federal processing sys-
tem. However, you must document in the student's file why the student
was not paid, if the student had an eligible SAI before the adjustment.

There are two cases in which you can request that the Federal processor
calculate the a new SAI based on your adjustments: when you substitute
projected year data, or otherwise modify a data element. To do this, make
the adjustments to the appropriate line items on Part 2 of the SAR, and
complete the School Use Only box, checking the reason for the calculation
request. If you are using projected year data (1988), enter that information
on the relevant line items for 1987 data. (Note that the processor cannot

P .5

"First
Payment"
Option

Calculation
Request
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calculate a change based on information that is not normally a part of the
Pell Grant formula. For this reason, you cannot request a processor calcu-
lation when you adjust the formula, or include a Parental Contribution for an
independent student.)

Ordinarily, any adjustments to the FC are made at the school, or by the
school's need analysis servicer. The FC adjustment does not need to be
reported to the Federal processor. You cannot request a calculation of the
FC by itself. The Federal processor will calculate a new FC if you have
requested a new SAI calculation for either of the two reasons described
above.

USING THE SECONDARY SAI

If the student qualifies for the simplified needs test, the simplified SAI will
always be the primary SAI, and will be printed on the front of Fart 1 of the
SAR.

There may be occasions where you would prefer to use the secondary SAI
calculated using the regular formula. The regular formula includes offsets
for medical/dental expenses and elementary/secondary tuition paid, so if the
student's family has these expenses, the secondary SAI may be a more
favorable assessment. The secondary SAI will be printed at the top of the
"School Use Only" box.

School Use Only SIMPLIFIED NEEDS TEST USED SECONDARY NO.: SAI 00000/FC 00693

Al Calculation RE

Projected Yr. C
Data Element C

.1

FAA Recalculated SAI I I II II

If the simplified needs test results in an eligible SAI, the student will
receive the full 3-part SAR that includes the Payment Document
(Part 3). To switch to the secondary SAI, simply mark "Secon-
dary SAI Used" in Item 10 of the Payment Document. (Don't fill

In the actual number.)

Requesting
a Secon-
dary SAI

If the student was ineligible using the sim-
plified needs test, the student only receives

the first two parts of the SAR, and you will
have to use "School Use Only" box on Part 2
of the SAFi to request the change. Again,
you may make a first payment to the student
based on the secondary SAI 'before receiving
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J

Secondary SAI Requested



the reprocessed SAR with Payment Document. However, the school and
the student are liable for the payment if the student does not submit the
valid SAR within the established deadlines.

FEEDBACK
"i11111=Iii

The processing system will identify student information that has been
changed by a financial aid administrator, both on the SAR itself, and on
other documents sent to the school. This will be helpful if the student has
submitted more than one application. in particular, you will need to know if
a transfer student's information has been changed by a financial aid admin-
istrator at another school.

For instance, it is possible that a student will submit applications both as a
dependent and as an independent student during the same award year.
This will usually happen where the student sends an application as a de-
pendent student, and the financial aid administrator later determines that
the student should be considered an independent student due to unusual
circumstances and has the student fill out a Correction Application. (Begin-
ning in the 1988-89 award year, it is also possible that the financial aid
administrator may be required to override an independent student's status
to make the student dependent, as described in Section Two.) The pro(
essing system will accept both applications, and produce valid SARs for
both situations.

You should be careful that the same information is used for the student for
that period of enrollment. Only one of the SARs can be submitted for a
single period of enrollment for Pell Grant payments, and the dependency
status on that SAR must match the dependency status in the school's rec-
ords for that student. In addition, any corrections made to the SAR informa-
tion must be made on Part 2 of the SAR with 1. 9 correct dependency
status. Also bear in mind that a new student may have applied to other
schools as well as your own, and may present an SAR that is the result of
a dependency override at one of those schools. Before you pay the student
based on that SAR, you must determine whether the student would be
considered independent at your school, and document that decision in the
stuent's file.

More
than one
applicaton

Use SAR
with correct
dependency
status
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Depend-
ency
overrides

C

The processing system will identify an SAR that is the result of a depend-
ency override by printing a comment in the eligibility letter to the student
(Part 1). In addition, the letter "D" or "1" will be printed below the bold line at
the bottom of Parts 1 and 2 of the SAR, in the middle of the iirst row of data.
"0" is used for students whose status was originally dependent, but has
been changed to independent by the override. "I" is used when the financial
aid administrator changes the student's status from independent to depend-
ent because the student was "laimed as an income tax exemption in the
1987 tax year (see discussion under "independent student" in Section
Two).*

DATA PRINTED AT BOTTOM OF SAR

R3EIY 729 000000000 B 0 D D I

AF 10000 ; EF 8850 ; FS 8100 ; ME ;

HA ; CA ; TC ; AC ; SC.

Recalula-
lions

100014005 CH 01
EE 0 ; DI 750 ; CI 83 ; BA

; CS 100014005CH-01

FC 198*

_1
D: Override used, Dependent to Independent.
I: Override used, Independent to Dependent.
A: FAA Adjustment
R: FAA Recalculation
S: Secondary SAI used

The name of the school that entered the override code will appear in the
"College Name" field on Part 1 and Part 2 of the SAR. The school of record
will also receive notificati -in that the dependency status override has been
used, either on the hard copy roster, abbreviated data tape, or the full data
tape.

An SAR that has been reprocessed based on a financial aid administrator's
recalculation of the SAI will have a comment to that effect under the heading
"Instructions" on Part 1 of the SAR. The SAR will also have an "R" printed
in the middle of the first printed line under the bold line at the bottom of
Parts 1 and 2. Cumulative "confirmation reports" will be sent on a monthly
basis to schools that submit recalculated SAI5, identifying the student by

* If the change was made by a financial aid administrator at a school that
does not participate in the Pell Grant Program, "E" will appear instead of "D"
and "F" will appear instead of "I."
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name, address, and social security number, and giving the transaction
number, the process date, and the SA;:; recalculated by the school and by
the processing system. Notification of recalculation is also given on the
hard-copy roster, abbreviated data tape, and the full data tape, for schools
receiving rosters and tapes. You must resolvb any discrepancies between
an SAI that you calculated and the SAI calculated by the Pell Grant central
processor to ensure that the same data was used to calculate the SAL
(See the January 1988 "Dear Colleague" letter P-88-2 if your school uses
rosters and tapes.)

If an adjustment was made to Part 2 of an ineligible student's Student Aid
Report, Part 1 of the reprocsssed SAR will include a comment noting that
the Student Aid Index has been adjusted by the financial aid administrator.
The letter "A" for "adjusted," will be printed at the bottom of the first page.*
If a transfer student presents a Student Aid Report with an adjusted SAI,
you must decide whether to make the same adjustment (or any adjust-
ments) at your school. If you agree with the previous adjustment, you may
pay the student based on that Student Aid Report, after documenting the
reasons for your decision in the student's file. If you disagree with the
previous adjustment, the student must either submit the previous Student
Aid Report (before the SAI was adjusted) to you, or make corrections to the
current Student Aid Report and send it back to the Federal processor.

O If you have requested a Student Aid Report using the Secondary SAI, the
Part 1 of the Report will have a comment to that effect. An "S" will be
printed on the reprocessed SAR (if the change was made on Part 2 of the
SAR).*

* Note that if the financial aid administrator uses Item #10 on the Payment
Document to make an adjustment or to request a secondary SAI, the proc-
essing system will not send back a complete, reprocessed SAR. The
school will receive a Processed Payment Document (Part 3 only) as a part
of its Batch Report from the Pell Grant Disbursement System. See Section

1110 Seven of Chapter Four for more information about how Pell Grant payment
information is reported.

Adjust-
ments

Secondary
SAI

...
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Void SAR

Reject SAR

Ineligible
SAR

PUTTING IT ALL TOGETHER

The procedures for reporting each of the types of changes we have dis-
cussed dependency overrides, first payments and recalculations, adjust-
ments, and use of the secondary SAI are fairly straightforward. When
more than one of these changes applies, it can get a little confusing.

Perhaps the simplest way to think about the processing system is to think in
terms of the Student Aid Report (see the diagram on the following pages).
You must submit a Payment Document (Part 3 of the SAR) to the Pell Grant
Disbursement System for each student that you pay a Pell Grant. Keeping
that in mind, let's review the possible actions with each type of Student Aid
Report.

If the student receives a "void" SAR, no further action is necessary. The
student already has an application on record, and any changes should be
made to the SAR from that transaction (or on a Correction Application, for
changes in dependency status). Note that if the student has lost the SAR,
he or she should request a duplicate by calling or writing the Federal proc-
essing center in Iowa, rather than filling out a new application.

If the student receives a rejected SAR (a SAR with no SAI), the student
must correct the informatiun using either Part 2 of that SAR or a Correction
Application. The comments on Part 1 of the SAR will advise the student
how to proceed. Note that you may not make an adjustment, request a
secondary SAI, or use the first payment option based on a rejected SAR.
The student must first correct the data so that an official SAI (whether eli-
gible or ineligible) can be calculated by the Federal processor.

If the student has e.n official SAI but is ineligible, the student will only receive
Parts 1 and 2 of the SAR. If the student needs to make corrections, he or
she must use Part 2 of the SAR. If you want to make a change (recalcula-
tion, adjustment, or secondary SAI) that will result in an eligible SAI, you
must use the "School Use Box" on Part 2 of the SAR.
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If the student has an official, eligible SAI, the student will receive all three
parts of the SAR. The student still makes any necessary corrections on
Part 2 of the SAR, and any school recalculations are reported in the "School
Use Box." The Federal processing system will produce a new SAR based
on the corrections/recalculation. If you decide to adjust the SAI or use the
secondary SAI, you must report the change in Item 10 on the Payment
Document, which is sent directly to the Pell Grant Disbursement System.
Changes reported in Item 10 will be reflected on the processed Payment
Document you receive back from the Disbursement System (see Section
Seven of the Pell Grant Chapter).

In some cases, you will want to make more than one kind of change for the
same student. The two most likely situations involve corrections and ad-
justments, and adjustments and the dependency override.

If you i.nd that correctns need to be made to an official SAI, and you also
want to make an adjustment, you may make both changes on the SAR at
the same time. First document the correct information, then make any
adjustments. The Federal processing system will identify the changes as
an adjustment.

If you decide to use the dependency override and also want to adjust the
student's information, you must first have the student submit a Correction
Application, and then make the adjustment to the Student Aid Report ':".at
has the student's correct dependency status.

Eligible
SAR

Combinations

Con ections
and
adjustments

Dependency
overrides
and
adjustments
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st,

1. Application. Student information from the Fed-
eral or MDE applications is transmitted to the

0 Federal processing system. The Federal process-

Pell Grant ing system generates a Student Al, 9eport and
Disbursement sends it to the student's address.
System
Merrifield, Va.

VIRGINIA Note that only the initial MDE transaction is
sent to the Federal processing system. Any
changes to the original MDE information must

be made on the SAR or Correction Application.
The financial aid administrator (FAA) uses the

Correction Application for any dependency over-
rides.

2. Reject SAP. The student receives a two-part
SAR.

The student must either use Part 2 of the SAR to cor-
rect his or her information, or file a Correction Applica-

tion. (No FAA recalculations, adjustments or secondary
SAI requests may be made based on a reject SAR.)

3. Ineligible SAP. The student receives a two-part
SAR, without the Payment Document.

Student uses Part 2 of the SAR for any necessarj correc-
tioas. FAA makes any adjustments, recalculations, or
secondary SAI requests in the "School Use Box."

4. Eligible SAR. The student receives a three-part
SAR.

Any corrections must be made on Part 2. FAA recalcula-
tions are reported in "School Use Box."

FAA makes any adjustments or secondary SAI requests
on Part 3 of the SAR, which is sent to Pell Grant Dis-
bursement System in Merrifield, VA. (See Section 7 of
the Pell Grant Chapter for further information on the
Disbursement System.)



The following are four examples of how changes made by the financial aid

administrator should be reported, using the Student Aid Report or a correc-

tion Application. Note that the changes themselves are entirely within the

discretion of the financial aid administrator these are only examples of

some of the ways that professional judgement might be used to modify the

student's need analysis.

i

Joyce B. plans to attend Magnolia Junior College. She fills out an MDE

application as a dependent student, because her mother claimed her as a

tax exemption in 1986. Based largely on her mc r's untaxed income,

Joyce's SAI was 960.

However, the financial aid administrator discovers in a conference with

Joyce that her mother has recently been hospitalized for a chronic medical

condition and will be unable to contribute to Joyce's education because of

her own medical expenses. Therefore, the aid admin-

istrator decides to remove the Parental Contribution,
leaving Joyce with an SAI of 130, based on her

own income and savings. Because Joyce had
an eligible SAI (960), she already has a Pay-
ment Document, and the aid administrator
can report the change directly on Item 10.

(Note that in this case the financial aid
administrator decided that although
Joyce was still in a dependent re-
lationship with her mother, the
calculated parental contribution
was unreasonable. If the aid
administrator had decided that no
dependent relationship existed, it would
have been more appropriate to have Joyce

file a Correction Application as an independent
student, so that her SAI would be calculated using

the independent student formula.)
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Dave R. applies to Fibonacci Technical Institute, using the Federal applica.
tion. Dave is an independent student (24 years old) who earned $11,000
last year and filed a 1040EZ. He has since been laid off from work and
wants to go back to school to get a degree in the culinary arts. He only
expects to earn $4,000 working part-time during 1988.

His Student Aid Index is 3500, based on the simplified needs test, which
uses his base year income of $11,000. However, Dave also filled out the
"Supplementary Information" section as well as the basic questions, and as
a result a secondary SAI was printed in the "School Use Only" box. Be-
cause Dave is a dislocated worker, his secondary SAI is based on his
expected year income, and is much lower (432).

The financial aid administrator decides that the secondary SAI is a more
accurate assessment of Dave's financial situation than the primary SAI.
Because Dave had an ineligible primary SAI, he only received Parts 1 and 2
of the Student Aid Report. The financial aid administrator checks "Secon-
dary SAI requested" in the "School Use Only" box, fills in the school's P
ID number and signs his name, and mails Part 2 of the Student Aid Report
back to the Federal processing center in Iowa.

School Use Only SIMPLIFIED NEEDS TEST USED SECONDARY NO.. SAI 00432/FC 00892 100014005 CH

FAA Recalculated SAI I I I I I FAA SAI Adjustment I I I I I

Type: Parental Cont. Projected Yr. Data
Formula Data Element
Product

Peli Inst No. octlithin FAA Signature

SA; Calculation Requested

Projected Yr. Data
Data Element Change

Seconf S Requested pir

Processing System 2 - 63



EXAMPLE 3

Lynn T. applies for aid at Mineral University, and is awarded the maximum
Pell Grant ($2200) and a GSL ($2625). Mineral is a state-supported school,

and Lynn's total cost of attendance is $6,000. Later in the first semester
she receives a $2,000 music scholarship from the Mineral City Arts Asso-
ciation because of her proficiency on the tuba.

Since Lynn's total aid exceeds her costs by $825, the financial aid adminis-
trator at Mineral ciacides to reduce the Pell Grant by adjusting the Student
Aid Index from 0 to 825 to take into account the available scholarship.
Based on an SAI of 825, Lynn's Pell Grant will be $1350 instead of $2200,

giving her a total aid package of $5975. The financial
aid administrator reports the adjustment in Item 10
on the Payment Document, checking the box for
"Product." Lynn's second semester Pell Grant
payment is reduced by the amount of the
adjustment.

Note that, because of the way the Pay-
ment Schedule is incremented, the
change in the SAI will not always
produce the same change in the
Pell award. You may decide
how close an approximation is
sufficient, if you wish to make an
adjustment to take into account the
student's resources.
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E/XAMPLE 4

Molly C. submits a Student Aid Report with an SAl of 750 to Sugar Hollow
Community College. In the course of verification, the financial aid adminis-
trator discovers that Molly forgot to report $2,000 of untaxed retirement
income received by her father in 1987. In addition, the financial aid admin-
istrator decides to adjust the contribution from assets for the family's home.
(It is unlikely that Molly's parents would be able to borrow against the home
based on their present income they were able to buy the home 30 years
ago at a fraction of its present worth.) Based on the correct income infor-
mation and the reduced asset contribution, Molly's recalculated and ad-
justed SAI is 350.

The aid administrator documents the correct income
information in the student's file, and reports the

corrected/adjusted SAI in Item 10 on the Pay-
ment Document, identified as a "data ele-

ment" change.
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SECTION FOUR: INSTITUTIONAL
ELIGIBILITY AND CERTIFICATION

This section will discuss the four types of institutions that are eligible to
participate in the OSFA programs. It will alsr describe the procedures for
a school to apply for participation in the OSFA programs through the
Division of Eligibility and Certification (DEC). Special institutional
circumstances, such as loss of eligibility and change of ownership, are
discussed in Section Seven.

Note that, although the eligibility criteria defined for each of the four types
of institutions listed below differ somewhat, these types of schools are not
mutually exclusive. For example, a school that meets the definition of a
Vocational School is only eligible to participate in the GSUSLS/PLUS
programs. However, if that school also meets one of the other institutional
definitions, then it would be eligible to participate in the other OSFA
programs.

THE FOUR DEFINITIONS OF ELIGIBLE INSTITUTIONS

The Institutional Eligibility regulations (CFR Part 600, published on April 5,
1988) define four types of eligible institutions, as shown on the following
pages. Mg regulatory definitions are based on defire;:ons found in the
Higher Education Act. The definitions have a number of common
elements, in particular, minimum program length, admissions standards,
degree or certificate programs, and accreditation. Some of the key terms
and variations between the definitions are discussed below, with special
attention to those requirements that affect the definition of an eligible
program.

One of the important differences in these four definitions is the minimum
program length at the school. An institution of higher education must have
a degree or certificate program of at least one year's duration to be
eligible, while the minimum program length for a proprietary institution or a
postsecondary vocational institution is six months. However, most
schools which meet the definition of an institution of higher education also
meet the definition for a postsecondary vocational institution. For most
schools, then, the minimum program length is six months. The definition

9E3

=1
'88

Eligibility
Reg

(CFR 600)

Definitions
now appear
in eligibility
regulations

Program
length



Program
length
(mad)

for a vocational school (which is only eligible for the GSL, SLS, and PLUS
programs) has an Even shorter program length: the equivalent of three
months of instruction. Note that the statutory definitions state that a
school must provide a program of a given length to be eligible, which
means that at least one of the programs at the school must meet the
minimum.

The concept of minimum program length is not only important for
institutional eligibility, but also applies to program eligibility. This means
that a student might be enrolled at an eligible school that has a one-year
program, but the program the student is enrolled in might be ineligible
because it is only three months long. The criteria for an eligible program
are di' sussed in Section One.

A one-year program is defined as at least 24 semester or trimester hours
or 36 quarter hours at a school that uses credit hours, 900 clock hours of
supervised training at a clock hour school, or 900 clock hours of
preparation in a correspondence program. The phrase "one-year
program" is based on the concept of a traditional academic year, which is
generally eight to nine months long. Thus, the definition of a six-month
program is based on 2/3 of the coursework for an academic year. A three-
month program for vocational schools (GSUSLS/PLUS only) must be at
least half as long as the minimums given above for a six-month program.*

MINIMUM PROGRAM LENGTH
ONE-YEAR

(public'private
1non--profit
institution)

r.

24 Semester or
Trimester Hours

36 Quarter Hours

900 Clock Hours

ps.

SIX-MONTH
(,proprietary or

_,-postsecondary
vocational
institution)

16 Semester or
Trimester Hours

24 Quarter Hours

600 Clock Hours

-THREE-MONTH*
(vocational school
- GSLISLS.!PLUS

only)

8 Semester or
Trimester Hours

12 Quarter Hours

300 Clock Hours

A three-month correspondence program must require at least 12 hours of
preparation per week over each 12 week period, and completion of a
minimum of 300 dock hours in not less than six months.

** The Eligibility regulations (§600.2) make an exception for programs that
the Secretary determines are the equivalent of a six-month program.
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Each definition includes a provision that the institution only admits as
regular students (1) persons who have a high school diploma or its
recognized equivalent, or (2) who are beyond the age of compulsory
school attendance and have the
ability to benefit from the training
at the school. Note the exception
for public or private non-profit
institutions which participate only
in the GSUSLS/PLUS programs,
and for vocational schools.

(

Ability to
benefit

Regular student A regular student is a person
who enrolls in an eligible program for the
purpose of obtaining a degree or certificate
offered by the institution.

1

The Higher Education Amendments of 1986 defined "ability to benefit" in
very specific terms (see Section One). A school must develop and

consistently apply criteria for
determining "ability to
benefit" for all persons
admitted as "regular
students" without a high
school diploma or its
equivalent. All regular
students at the school who
do not have a high school

diploma or its equivalent must meet one of the criteria for ability to benefit,
whether or not they receive OSFA aid. (See Section One of this chapter
for the specific criteria.) This means that a school must have a written
policy that it applies consistently to determine the if the student has the
ability to benefit. The school must be able to document that a regular
student without a high school diploma or recognized equivalent satisfied
one of the "ability to benefit" criteria. Failure to keep this documentation
could jeopardize the program's participation in the OSFA programs and
lead to the repayment of all OSFA funds that were awarded to students in
that program while it was ineligible.

rRecognized Equivalent of a High School
Diploma Either a General Education
Development Certificate (GED) or a State

.tificate received after a student has passed a
State-authorized examination that the State
recognizes as the equivalent of a high school
diploma.

Generally, an institution must be accredited by a nationally recognized
accrediting agency to be eligible. The definitions for an institution of higher
education, vocational school, and
postsecondary vocational

Nationally Recognized Accrediting Agency
institution also include public An accrediting agency or association which
postsecondary vocational the Secretary of Education determines to be a
institutions that have been reliable authority on the quality of training

approved by a State agency offered by educational institutions.

listed by the Department of
Education. The definitions for a
proprietary institution, vocational school, and postsecondary vocational
institution require that such an institution have provided instruction (and
been legally authorized to provide postsecondary instruction) for at least
two years.

160

Accreditation

Two-year rule
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I

I
I
I
I Control: A public or non-profit institution
I located i;-. a State.
I

Admissions: Admits as regular students
only persons with a high school diploma or

INSTITUTION OF
HIGHER EDUCATION*
(eligible for all OSFA programs)

I
its recognized equivalent, or persons
beyond the age of compulsory school

'attendance in the State where the institution
is located who have the ability to benefit

'from the training offered**.
I
I Legal authorization: Is legally authorized,
I in the State where it offers postsecondary
I education, to provide a postsecondary

educational program.

Program offered: Provides an associate,
baccalaureate, graduate, or professional

'degree (or other recognized educational
credential), or at least a two-year program

I that is acceptable for full credit toward a
bachelor's degree, or at least a one-year

I educational program that leads to a degree
I or certificate (or other recognized
I educational credential) and prepares

students for gainful employment in a
recognized occupation.

PROPRIETARY
INSTITUTION OF HIGHER

EDUCATION
(eligible for all OSFA programs

except GSIALS/PLUS)

Control: An institution other than a public
or non-profit institution, located in a State.

Admissions: Admits as regular students
only persons with a high school diploma or
its recognized equivalent, or persons
beyond the age of compulsory school
attendance in the Slate where the institution
is located who linve the ability to benefit
from the training offered.

Legal authorization;: !s legally authorized,
by the State where it offers postsecondary

II education, to provide a postsecondary
educational program.

o Program offered: Provides at least a six-
: month program of training leading to a

degree or certificate (or other recognized
educational credential), that prepares
students for employment in a recognized
occupation.

7, Accreditation: Is accredited by a nationally
111 recognized accrediting agency.

Two-year rule: Has been legally authorized
to give (and has been giving) postsecondary
instruction for at least two years.

a

Accreditation: Is accredited by a nationally
I recognized accrediting agency, or has
/fulfilled one of the statutory alternatives to

a
accreditation.

I
/'For GSL/SLS/PLUS only, this definition includes a :
I hospital or health care facility which offers a one-year
I degree or certificate program for graduates of
I accredited health professions programs.
i **A student attending an institution of higher
'education that only participates in the GSL/SLS/

PLUS Programs must be beyond the age of :
101: compulsory school attendance, but does not have to a

:demonstrate the ablty to benefit.
Misimmisaimiummiaimusimmisimomm111111111111111111111M1111111111111111111111111111111111111151111INIININI
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Statutory
alternatives
to accred-
itation

Foreign
schools
(GSIJSLS/
PLUS only)

I There are three statutory alternatives available to unaccredited public or
non-profit institutions that are applying for eligibility as Institutions of
Higher Education or Postsecondary Vocational Institutions. They are:

1. Satisfactory assurance. The Secretary determines that an
institution of higher education or a postsecondary vocational school
provides satisfactory assurance of accreditation if it is accorded
pre-accredited status (candidacy status) by a nationally recognized
accrediting agency. Under this procedure, the accrediting agency
or association determines whether the unaccredited institution will
meet its standards for accreditation within a reasonable period of
time. If the accrediting agency or association so decides, it awards
that institution pre-accredited status.

2 Transfer of Credit. The institution must demonstrate that its
credits are accepted on transfer by not less than three institutions
which are accredited by nationally recognized accrediting agencies,
and that these credits are accepted on the same basis as if
transferred from an institution so accredited.

3. State approval. A public postsecondary vocational institution is
eligible if it has been approved by a State agency that has been
listed by the Department of Education in the Federal Register as a
reliable authority on the quality of public postsecondary vocational
education in the State.

Schools wishing to apply under these procedures should contact DEC for
further information.

Foreign schools are eligible to participate in the GSUSLS/PLUS programs
if they are comparable to an institution of higher education or a vocational
school, as defined above (also see Chapter Nine). The Higher Education
Amendments of 1986 added an eligibility requirement for foreign medical
schools: at least 60 % of the students enrolled in he school must be
nationals of the country in which the school is located. A school not
meeting the 60% requirement can still be eligible if not less than 45% of
the U.S. nationals attending or having graduated from the school pass the
examination given by the Educational Commission for Foreign Medical
Graduates (ECFMG) during 1987 and 1988, and in subsequent years not
less than 50% pass the ECFMG examination.
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APPLYING FOR ELIGIBILITY

If a school believes it is eligible to participate in the OSFA programs,
based on ie or more of the institutional definitions given at the beginning
of this section, it should apply for eligibility from the Division of Eligibility
and Certification (DEC). In the past, there were two seoarate steps for a
school to begin participating in the OSFA programs. The first step was the
eligibility process, which evaluated a school's eligibility to participate in all
programs under the Higher Education Act, based on the four institutional
definitions. The second step was the certification process, which
evaluated the school's financial responsibility and its capability to
administer the OSFA programs in accordance with the program statute
and regulations. However, schools may now apply for eligibility and
certification at the same time.

A school that wishes to apply for eligibility and certification should write to
DEC (see Chapter One of this Handbook for the address). The school will
be sent an ED Form 1059 (Request for Institutional Eligibility for
Programs), an ED Form 633 (Application for Certification), and two copies
of the Program Participation Agreement from the appropriate office in
DEC.*

The school should complete ED Form 1059, the ED Form 633, and the
Program Participation Agreement and return them (with the requested
financial statements) to the DEC. DEC will evaluate the school's
application for eligibility and will confirm it, deny it, or explain what
additional information is needed. If the school is eligible, DEC will send it
an Eligibility Letter. The school must keep the eligibility letter available for
review by Federal auditors and Department of Education officials,
including OSFA program review staff. Remember that this is only the first
step towards participation in the OSFA programs. The school cannot
begin participation until it has been certified and has received a signed
Program Participation Agreement.

A school's eligibility does not necessarily extend to all its programs. An
educational program is eligible if it is (1) separately identifiable and leads
to a degree or certificate, and (2) meets the requirements for eligibility in
one of the four definitions of an eligible institution. The initial eligibility
review will identify which portions of the school are eligible and will list
them in the Eligibility Letter).

* This is the application package sent to new schools. Slightly different
packages will be sent to previously eligible schools that are changing their
name or address, ownership, or their. programs.

ED Forms
1059 and
633, Program
Participation
Agreement

Program
eligibility
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Scope of the
Program
Participation
Agreement

Note that the school is responsible for ensuring that a program is eligible
under current OSFA regulations before it awards OSFA funds to students
in that program. The school should review such factors of program
eligibility as the length of the program, the program's admissions
requirements, and the degree or certificate awarded the student when the
program is completed. In addition, the school should make sure that the
program is included under the notice of accreditation from a nationally
recogni:ed accrediting agency (unless the school is 'istitutionally
accredited), and is covered by the State authorization to offer the program,
if the State licenses individual programs at postsecondary institutions.

CERTIFICATION

If a school is determined eligible, it must then be certified as
administratively capable and financially responsible to participate in the
OSFA programs. The standwds for administrative capability and financial
responsibility are discussed in the next section.

If you submitted the Application for Certification (ED Form 633), both
copies of the Program Participation Agreement, and the requested
financial statements at the same time as the application for eligibility,
these materials will automatically be forwarded to the Institution and
Lender Certification Branch (ILCB) within DEC for review.

The Program Pan,.dirtion Agreement is between a school and the
Department of Education and covers the school's participation in the
following programs: Pell, SEOG, CWS, Perkins, and GSUPLUS/SLS.
The Agreement does not make a school a lender under the GSUPLUS/
SLS programs, nor does it cover participation in the Income Contingent
Loan, Byrd Scholarship, or SSIG programs.

Under the Agreement, the school agrees to comply with 34 CFR 668 (the
Student Assistance General Provisions); 34 CFR 99 (Family Educational
Rights and Privacy Act); 34 CFR 100 and 101 (Civil Rights
Requirements); 34 CFR 106 (non-discrimination on the basis of sex); 34
CFR 104 (non-discrimination on the basis of handicap); and 45 CFR 90
(non-discrimination on the basis of age). The school also agrees to
comply with the appropriate program regulations.

1. 0 3
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Because of several statutory changes that became effective for the 1987-. 88 award year, all participating schools were required to execute a new
Program Participation Agreement by July 1, 1987. Under the new terms,

the school agrees

0

C> not to charge a fee for processing or handling any application,
form, or data required to determine the student's eligibility for

OSFA funds.

e> not to provide a student with any statement or certification that
would qualify the student for a loan in excess of the maximum
loan amounts for the GSL, SLS, or PLUS programs.

1: to inform all eligible borrowers under the GSL, SLS, or PLUS
programs of the availability of State grant aid (see Section Three).

c> to provide information to prospective students that substantiates
any advertisements made by the school regarding job placement
rates.

The school must also certify that it has in operation a drug abuse
prevention program that is accessible to any officer, employee, or student

at the school.

The Agreement automatically terminates when the school is recertified
under a new agreement. The Agreement also terminates when the school

has a change of ownership that results in a change of control (see Section
Seven), terminates the Agreement under a program regulation, or loses
eligibility. The loss of eligibility may occur either through formal
termination proceedings, or through other means (loss of accreditation,
ceasing to provide educational instruction, etc.).

When it receives the Application for Certification, the financial statement,
and two copies of the Program Participation Agreement, ILCB evaluates

the school's financial responsibility and administrative capability. If the

school is applying to participate in the campus-based programs (Perkins,

CWS, and SEOG), the Division of Field Operations will conduct an on-site
certification review which will be conducted by the appropriate regional

office. The ILCB will analyze the findings of that review together with the
Application for Certification and the financial statement.

ir6

New terms
Included
in the
Agreement
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Date of
eligibility

If the ILCB determines the school to be administratively capable and
financially responsible, it certifies the school and sends it one copy of the
Program Participation Agreement, countersigned and dated by the
Secretary of Education or his designee. The date the Secretary signs the
Agreement is the date a school becomes eligible to participate in the
OSFA programsnot the date of the Eligibility Letter the school receives
from DEC. Financial aid disbursements to students may begin in the
payment period (or period of enrollment, for GSUSLS/PLUS) that the
Program Participation Agreement is countersigned by the Secretary.*

The ILCB will notify OSFA's Division of Program Operations and Systems,
the regional offices, and State guarantee agencies once the school is
certified to participate.

*This policy became effective March 30, 1981, in accordance with Section
690.7 (a)(1)(ii) of the December 30, 1980 Pell Grant Program Regulations
and Section 668.11(d) of the December 31, 1980 Student Assistance
General Provisions regulations. March 30, 1981, is the effective date for
these two sets of regulations.
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SECTION FIVE: ADMINISTRATIVE
AND FISCAL STANDARDS

Before a school can enter into a Program Participation Agreement, it must
demonstrate that it is financially responsible and administratively capable
of providing the education it promises and of properly managing the OSFA
programs. To ensure that a school continues to be financially responsible
and complies with OSFA program requirements, the school is required to
have periodic audits and to keep certain records available for inspection.
In addition, there are a number of general administrative requirements that
a school must carry out in the areas of student consumer information and
privacy of educational records. This section describes the administrative
and fiscal standards a school must meet in order to participate in the
OSFA programs.

All OSFA funds a school receives are held in trust by the school solely for
the intended student beneficiaries. A school may contract with a
consultant for asp' .lance in administering the OSFA programs. However,
the school canno, contract away its trusteeship responsibilities and will be
held accountable if the consultant mismanages the programs.

FINANCIAL RESPONSIBILITY
tIMMMriM=11

The General Provisions set forth the standards that are used to ascertain
the financial responsibility of schools that particpate in the OSFA
programs (§668.13 of the December 1, 1987 regulations). To be
considered financially responsible, a school must be able to

provide all the services listed in its official publications and
statements.

provide the administrative resources necessary to comply with the
OSFA program requirements.

E> meet all its financial obligations, which includes making refunds to
students (see Section Seven) and repaying any OSFA program
liabilities.

Iria

Trusteeship
of OSFA
funds

Standards of
financial
responsibility



Documents
that may be
requested by
ED

Fidelity Bond
Coverage

A school is not considered financially responsible if it has had operating

losses or sustained material deficits over its last two fiscal years, a deficit

net worth for its latest fiscal year, or less than a 1:1 ratio of current assets
to current liabilities at the end of its latest fiscal year. (Section 668.13(c)
lists the methods of accounting to be used in this determination.)

The Department (ED) may determine that a school is financially
responsible, in spite of its failing to meet the criteria that we have just

mentioned, if the school submits a letter of credit payable to the ED, a

performance bond, or any other document requested by ED that

demonstrates that the school has sufficient financial responsibility to

participate in any OSFA program.

The Department determines whether a school is financially responsible by
reviewing documents submitted by the school, and information from other

sources, including credit information. If the Department requests, a school
must submit for its latest complete fiscal year and current fiscal year

either

c> a profit and loss statement and a balance sheet that are based on
the same basis of accounting used by the school for financial

reporting, or

c> the report from a financial audit conducted by a licensed certified
public accountant in accordance with generally accepted auditing

standards.

When requesting these documents, the Department may also require the

school to submit the accountant's or auditor's work papers. In addition,
the Department may require that the profit and loss statement and balance
sheet be audited and certified by a Certified Public Accountant at the

school's expense.

A school also demonstrates its financial responsibility by maintaining

fidelity bonds on its fiscal officers. A fidelity bond indemnifies the holder
against losses resulting from fraud or lack of integrity, honesty, or fidelity

on the part of its employees orofficers. Most schools already maintain
these bonds because State laws require them and because schools need

to protect themselves against fraud. The Department of Education does

not define adequate bond coverage, but it does require schools to obtain
coverage only from a company that holds a certificate of authority as an
acceptable surety agent. The Department of the Treasury issues these

certificates, and a list of acceptable surety agents is published annually as

Department of Treasury Circular 570. (Public schools already bonded by

their State governments against theft or embezzlement are not required to

obtain additional coverage.)
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STANDARDS OF ADMINISTRATIVE CAPABILITY

The school's financial aid administrator plays a very important role in the
administration of OSFA program funds. For this reason, §668.14 of the
General Provisions (December 1, 1987) require a school to designate a
capable individual to administer the OSFA programs and to coordinate aid
under these programs with the school's other Federal and non-Federal
student aid programs. The school's administration must be coordinated in
such a way that all the information it receives that concerns a student's
eligibility under the OSFA programs from any school office is
communicated to the financial aid administrator.

A capable administrator makes the most effective use of various types of
student assistance (Federal, school, State, private, etc.). To properly
package student aid, a financial aid administrator must be given
coordinating but not necessarily controlling authority for all financial
aid programs a school offers, so that a student's aid does not exceed his
or her need.

Section 668.14 also mentions several other factors of administrative
capability which are usually the responsibility of the school's financial aid
administrator. In particular, this section lists the elements of a reasonable

410 standard of satisfactory progress. We have already given an overview of
satisfactory progress in our discussion of student eligibility (Section One).

The financial aid administrator's capability will ultimately reflect the
school's capability, as measured by prompt school actions, submission of
accurate reports, and favorable program reviews and audits. Because the
position of financial aid administrator is so important, the Department of
Education believes that establishing professional standards or credentials
for aid administrators is an excellent idea, although the Department does
not have the authority to impose standards or to require that standards be
adopted. The Department also strongly endorses seminars and
workshops offered by appropriate professional organizations as excellent
ways of developing skilled administrators, but does not consider that
attending such training is automatic proof or certification that an individual
is capable of administering OSFA programs.

The school must have a system that identifies and resolves any
discrepancies in the information received by various school offices that
would affect a student's eligibility for OSFA funds. Such a system would
include a review of all financial aid documents, need analysis documents,
Statements of Educational Purpose and Registration Status, Federal and
State income tax forms, and documents relating to admissions,
citizenship, and previous postsecondary experience. For instance, if a
student receives veterans' benefits through a separate office at the school,

1 1 0 Administrative/Fiscal 2 - 79

Coordination
of aid

Capability of
FAA

Consistency
of student
information



Counseling

EA 86

Loan
Counseling

that office must notify the financial aid administrator of these benefits so

that the financial aid office can make sure that the amounts are correctly

reported on the student's financial aid application, and are counted as a

resource for the campus-based programs and estimated financial

assistance for the GSL program. As another example, the school's

admissions office must provide the financial aid office with any information

that it has that affects the student's eligibility whether the student is

enrolled in an eligible program, whether the student is an undergraduate

or has a bachelor's degree, etc.

If, in the course of reviewing a student's information, the school finds that

the student may have engaged in fraud or other criminal misconduct in

applying for aid, the school must refer this information to the ED Office of

Inspector General (01G), or, if more appropriate, to a State or local law

enforcement agency that has jurisdiction to investigate the matter. (The

school must report to OIG each calendar year any referrals made to State

or local law enforcement agencies during that calendar year.) The

regulations give five examples of types of fraudulant statements that might

affect the student's eligibility for aid: the use of false identities, forgery of

signatures or certifications, and false claims of income, citizenship, or

independent student status.

The school is responsible for providing adequate financial aid counseling

to all enrolled and prospective students and their families. Counseling

sessions must include, at a minimum, information about the source and

amount of each type of aid offered, the method by which aid is determined

and disbursed or applied to a student's account, and the rights and

responsibilities of the student associated with the student's enrollment and

receipt of financial aid. This information should include a description of

the school's refund policy, satisfactory progress standards, and any other

conditions or factors that may affect the student's aid package.

The Higher Education Amendments of 1986 added several specific

counseling requirements. A school must counsel borrowers under the

GSL and Perkins Loan Programs regarding the cost of the loan. The

counseling may be individual or in groups. Specifically, the school must

give the borrower general information on the average indebtedness of

students, the average anticipated monthly repayments on the loan, and

review the repayment options available to the student, together with debt

and management planning to facilitate the repayment. Ideally this

counseling should be given to the student before the student takes out a

loan, but it must be given before the student finishes the program or

withdraws from the program. If the student withdraws without notifying the

school, this information must be sent to the student at the student's last

known address.
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Any loan counseling should also include information about alternatives to
borrowing. As discussed in the previous section, the Higher Education
Amendments of 1986 added a requirement that a school must inform all
eligible GSL borrowers of the availability of State grants in the State in
which the school is located, and must refer out-of-State borrowers to the
source of information for aid from their home State. While this information
can be made available to students through printed materials, it would be a
useful to mention these alternatives when counseling students who are
applying for loans.

There is no prescribed format for adequate financial aid counseling. For
example, the use of audio-visual materials can be very affective.
However, audio-visual equipment cannot be used in place of counseling
between the student and the financial aid administrator when that
counseling is necessary or is required by program regulations.

To manage a school's aid programs effectively, the aid administrator must
be supported by an adequate number of professional, paraprofessional,
and clerical personnel. An "adequate" staff depends on the number of
students aided, the number and types of programs in which the school
participates, the number of applicants evaluated and processed, the
amount of funds administered, and the type of financial aid delivery
system the school uses. What may be adequate at one school may be
completely insufficient at another. The Department of Education strongly
endorses NASFAA's efforts to establish a minimum number of staff
needed for proper program administration. However, the Department will
determine, on a case-by-case basis, whether a school has an adequate
number of qualified persons, based on program reviews and audits.

In addition to making sure it has a well-organized financial aid office
staffed by capable personnel, a school must make sure its procedures for
administering the OSFA programs include an adequate system of internal
checks and balances. This system, at a minimum, must separate the
functions of authorizing payment and disbursing funds so that no one
person or office exercises both functions for any student receiving
financial assistance. Small schools are not exempt from this requirement,
even though they may have limited staff. At a small school with a limited
staff, individuals working in either authorization or disbursement may
perform other functions as well.

Adequate
Staffing

Separation of
Function
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ADDITIONAL FACTORS OF ADMINISTRATIVE CAPABILITY

A school's administrative capability and financial responsibility may be
seriously questioned when

E> the loan default rate for Perkins, GSL, SLS, or PLUS loans made to
students for attendanne at the school exceeds 20% of the principal
of all loans that have reached repayment status.

for a school that has a common academic year for a majority of its
students, more than 33% of the regular students enrolled at the
beginning of an academic year withdraw during that year.

for a school that does not have a common academic year for a
majority of its students, more than 33% of the regular students
enrolled at the beginning of any eight-month period withdraw during
that period.

Note that the 33 percent withdrawal rate applies to all regular students
enrolled in a school not just to recipients of OSFA funds. To apply this
rate only to the latter students would discriminate against schools that
enroll high percentages of aid recipients and against publicly supported
schools that, by law, have open admission policies.

Adverse action will not automatically be taken against a school that falls
into one of the above categories. However, default or withdrawal rates
that exceed the limits mentioned may indicate a lack of administrative
capability.

If the Department of Education determines that proper OSFA program
management is impaired because of a school's excessive loan default or
student withdrawal rate, the school will be given every opportunity to
explain the situation. If the explanation is considered insufficient, the
school must submit certain financial documents for its latest complete
fiscal year, as itemized in 34 CFR 668.15(b) and (c). If the Department
then decides that serious problems exist in the management of the OSFA
programs, it will require the school to take reasonable and appropriate
measures to alleviate the conditions. The school has 35 calendar days to
respond to this notice by demonstrating that the conditions do not have an
adverse effect on the administration of the OSFA programs.

133

Administrative/Fiscal 2 - 82

4)



FIDUCIARY RESPONSIBILITY

In general, the funds that the school receives under the OSFA programs
are intended solely for the use of the student beneficiaries. The exception
is those funds that the school receives as an administrative cost
allowance, which is intended as a payment to the school. All other funds
are held in trust by the school for those students, and for the Department.
These funds may not be held in interest-bearing accounts, or otherwise
invested, or used as collateral.*

A school violates its fiduciary responsibility and is not considered
financially responsible if any of the following has been convicted, or has
pled guilty or nolo contendre to a crime involving the acquisition, use, or
expenditure of Federal funds, or has been judged to have committed fraud

Federal funds:

ek> the school, its owners, or its chief executive officer

E> any of the school's employees involved in the administration of
OSFA funds

E> any individual, agency, or organization that the school uses, or any
officer or employee of the agency or organization

The Department may decide that the school is financially responsible in
spite of such a violation, if the funds involved have been repaid and any
related financial penalty has been paid, the individuals involved are no
longer incarcerated for that crime, and at least five years have passed
from the date of the conviction, guilty or nolo contendre plea, or judicial
determination.

* However, the school may invest cash from its Perkins Loan fund to
increase the fund account. All earnings on such investments must be
deposited into the school's Perkins Loan Program revolving funds.

87 GP
REG

Violation of
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HEA 1986 -
Single Audit
Act

AUDITS olli011il

A school that participates in any of the OSFA programs must have a non-
federal audit of its program records at least once evory two years. These
audits must conform to the standards set by the Department of
Education's Inspector General. For convenience, the school may have all
its programs audited at the same time.

Under the Single Audit Act, certain types of schools that receive funds
from more than one Federal agency may have a combined audit of all the
Federal programs at that school.* The Higher Education Act of 1986
provides that the two-year audit requirement can be satisfied by an audit
under the Single Audit Act (chapter 75 of title 31, United States Code).

In conducting an audit, a school and its auditor or auditing firm should use

rThe Blue Book is developed under contract with the
Office of Student Financial Assistance. The full title
is The Blue Book: Accounting, Recordkeeping, and
Reporting by Postsecondary Educational Schools for
Federally-Funded Student Financial Aid Programs.
Schools can request copies of the Department of
Education's audit guide and The Blue Book by
wilting to: Federal Student Information Center, P.O.
Box 84, Washington, D.C. 20044.

Independent
Audits

State Audits

..

the Department of Education's
latest Audit Guide for Student
Financial Assistance
Programs, the accounting and
record-keeping manual for the
OSFA programs known as The
Blue Book, and the ED
Payment System Users
Manual (published December
1985).

The auditor or auditing firm the school uses for its biennial audit may be
the same one that usually audits the school's fiscal transactions. To
produce unbiased conclusions, the auditor must be sufficiently
independent of those authorizing the expenditure of OSFA program funds.
The criteria for independence are found in Chapter IV Section B of the
U.S. General Accounting Office publication, Standards for Audit of
Governmental Organizations, Programs, Activities, and Functions. The
most important sections of the Standards are published as Appendices B
and C of the December 31, 1980 Student Assistance General Provisions
regulations. An audit conducted by a State auditor will also satisfy the
two-year audit requirement.

The Single Audit Act has been implemented by Federal agencies using
two circulars prepared by the Office of Management and Budget (OMB).
OMB Circular A-128 applies to schools that are State entities; OMB
Circular A-110 applies to other postsecondary schools. For this reason,
audits under this Act may be referred to as A-110 or A-128 audits.
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The Office of the Inspector General (OIG) also conducts audits, usually in
cases where there may be concern over the school's administration of the
OSFA programs. A Federal audit, such as an audit by the Inspector
General, does not satisfy the requirement that a school have a non-federal
audit every two years. Upon written request, a school must give the
Department of Education or its Inspector General access to all program
and fiscal records.

No matter who is performing the audit, the audit itself will examine whether
the school is properly conducting its financial operations and is complying
with the laws and regulations that are applicable to the OSFA programs.
The school must make its program and fiscal records available to the
auditor, as well as individual student records. (We will discuss the records
that a school is required to keep later in this section.) Both the financial
aid office and the business office should be aware of the dates the
auditors will be at the school, and make sure that someone is on hand to
provide requested documents and answer any questions during the
review.

At the end of the on-site review, the auditor will hold an exit interview with
the personnel from the school's financial aid and business offices. The
exit interview is not only an opportunity for the auditor to suggest
improvements in the school's procedures, but also gives the school a
chance to discuss the draft report and review any discrepancies cited in
the report. Because of the complexity of financial aid programs, it is not
unusual for misunderstandings to arise concerning program requirements
and school procedures. The exit interview is a good time to resolve any
disagreements before the final report is prepared.

The audit report can take exception to procedures at the school and
recommend that corrective action be taken. The report can also challenge
expenditures at the school. The school should prepare a written response
to the audit report including any disagreement with the auditor's
conclusions, and any remedial action that will be taken by the school to
correct deficiencies mentioned in the report. The school's response can
either be incorporated into the audit report itself, or submitted as a
separate document. In either case, the school should submit a written
response to the Regional Department of the Inspector General for Audit
(EDIG) at the same time as the audit report.

OIG Audits

Scope of the
audit

Exit interview

Audit Report
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submission
deadlines

If a school does not receive any campus-based funds, it must submit the
audit report to the EDIG no later than January 31 of the year following the
last award year covered by the audit. For example, if the audit covers the
two award years 1986-87 and 1987-88, the audit report must be submitted
no later than January 31, 1989. If the school receives funds under the
campus-based programs, it has an additional two months (unitl March 31)

to submit its audit report.

THE 12 MOST
COMMON AUDIT FINDINGS

Excessive default rate.

Discrepancies in fiscal reports
and school ledgers.

Excess cash on hand
from OSFA programs.

Missing financial aid transcripts.

Delays in notifying lenders of
changes in student enrollment
status.

Failure to exercise due diligence in
collecting Perkins loans.

Inadequate accounting records.

Records not maintained for
duration of retention period.

Insufficient school match in
Perkins loan fund.

Improper awards and awards
that exceed need.

Incomplete verification procedures.

Incomplete or missing Statement of
Educational Purpose.
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The school must give the Department and the
Office of Inspector General access to any
records or other documents necessary to review
the audit. In addition, the school's arrangement
with the auditor must specify that the auditor will
also give access to the records and documents.

If an audit by the school, its audit agency, or the
Office of Inspector General (OIG) itself uncovers
a questionable expenditure, then OIG notifies the
school and the Department. Note that the OIG
only reviews the audit report for format,
completeness, and conformance to standards for
government audits. The OIG does not sustain or
reject any audit exceptions, but refers the audit
findings to the Audit Review Branch in OSFA for
a final decision. The school has 35 days after
receiving the OIG notice to respond to the
Department in writing, explaining the expenditure
and justifying it if the school believes it to be
proper.

Based on the audit findings and the school's
written explanation, the Audit Review Branch will
determine if any funds were spent improperly.
The school must repay any improperly spent
funds within 45 days, unless the Audit Review
Branch grants an extension or the school has
appealed the der;:zion.
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PROGRAM REVIEWS

In addition to reviewing audits, the Department conducts its own program
reviews to identify possible problems in the administration of the student
financial aid programs by schools. Program reviews are scheduled as
time and resources permit, and are usually conducted by an OSFA
regional offico. !n selecting schools for review, OSFA gives priority to
schools that appear to be experiencing fiscal or administrative problems,
based on such factors as frequent use of the SAl recalculation or
dependency override procedures, a high error rate on the FISCOP/FISAP
report, an increase in the Perkins Loan default rate, errors in reporting Pell
Grant disbursements, and significant variations in the number of
applicants or aid recipients at the school.

A program review covers many of the same areas as an audit, including
fiscal operations and accounting procedures, as well as the school's
compliance with the specific program requirements for student eligibility
and the awarding of aid. However, program reviews tend to place more
emphasis on regulatory requirements that are specific to the OSFA
programs. In particular, the program review team will usually examine
student records and admissions records, fund requests and transfers,
records pertaining to due diligence and the collection of Perkins Loans,
time sheets and pay rates for the College Work-Study Program, and
documents related to the reporting process for the Pell Grant and campus-
based programs.

The program review team prepares a written repo'', which will be sent to
the school within 30 days of the review. The school may respond to this
report if it wishes to offer additional information to support its position, or if
it disagrees with any of the report's conclusions. When the school's
response has been considered and all issues have been resolved, the ED
official will send a copy of the final program review determination to the
school.

1 1; ..7,
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program
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Written
report
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Review by
Administrative
Law Judge

APPEALING AUDIT AND PROGRAM REVIEW DETERMINATIONS

The Higher Education Amendments of 1986 allow schools to appeal final
audit or program review determinations. Note that the school may only
appeal a final determination. The letter conveying a final audit
determination is clearly identified as a "FINAL LETTER OF
DETERMINATION," and explains the appeals procedures. A final
program review determination is sent to the school as a "FINAL
SUMMARY LETTER."

If a school wants to appeal an audit or program review determination, it
must notify the Departmental official who issued the determination within
45 days after it receives the determination. If the school makes such a
request, the determination will be reviewed by an Administrative Law
Judge appointed by the Department. In most cases, an oral hearing will
not be required. The school and the Department must submit briefs with
any accompanying materials to the Administrative Law Judge, and provide
the other party with a copy of its submission at the same time. If the
decision of the judge is appealed by either party, the Secretary of
Education will review the judge's decision.

If the Administrative Law Judge (or the Secretary) finds that the school
improperly expended funds, the school must repay the funds within 30
days of this decision, unless the Department grants an extension.

PROGRAM AND FISCAL RECORDS

In addition to student records, schools must make their program and fiscal
records available for review, including, upon written request, any records
of transactions between a school and the financial institution where the
school deposits any OSFA funds. When a school establishes bank
accounts for Pell Grant, SEOG, Perkins, or CWS funds, it must inform the
bank that these are Federal accounts either by writing the bank
(making sure to keep a copy of the notice) or by including the word
"Federal" in the name of the account.

SOME EXAMPLES OF ACCEPTABLE
ACCOUNT DESIGNATIONS:

Federal Pell Grant Account

Perkins Loan Federal Cash Account

ABC University - Federal EDPMS Account

ABC University - Federal Cash Account

Administrative/Fiscal 2 88 1 1 3
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Without prior written notice
to the bank, the account
designated as simply
"SEOG account" or "ABC
University Pell Grant
account" would not satisfy
the requirement because
neither identification
indicates that Federal funds
will be deposited.



STUDENT RECORDS

For each student who receives OSFA funds, a school must keep records
of

E> the student's admission to and enrollment status at the school.

E> the student's program of study and the courses he or she is taking.

E> whether the student is making satisfactory academic progress (see
Section One).

E> all financial aid the student receives.

E> all refunds due or paid to the student, the OSFA programs, or the
GSUSLS/PLUS lender.

E> whether the student received a job from the school's job placement
service.

E> verification of information on the student aid application.

The school must keep records regarding its admission requirements and
the educational qualifications of each student in each eligible program
whether or not such a student receives OSFA funds.

Admission and enrollment status information may include why a student
was admitted, how the student's standing comrares to that of the average
student entering a particular eligible program, and what remedial courses
are necessary for the student to complete the program. Keeping this
information will not interfere with a school having an "open-door" policy of
enrollment, because the requirement applies only to regular students
enrolled in an eligible program. Students admitted under an "open-door"
policy are generally not regular degree or certificate students.

The individual program regulations also contain record retention
requirements that apply to the specific programs. For instance, §§690.81
and 690.82 of the Pell Grant regulations require a school to maintain
fiscal records for all program transactions, the name and social security
number of each student recipient, and records establishing each
recipient's eligibility, cost of attendance, and the amotint and date of each
payment to the student (as well as any repayments to the program
accounts on behalf of that student). See the campus-based and GSL
program chapters of this Handbook for the records required by those
programs.

III4, ./

General
student
record
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Availability of
records

Student records must be organized and readily available for review by the
Department of Education. Records are considered organized if the
system is consistent with The Blue Book. The records must be kept at the
degree-granting school, although not necessarily in one school office.tes5=.. lillI,

RECORD RETENTION REQUIREMENT

Student records must be kept for five years from the
following dates:

1

PELL

SEOG
CWS

Perkins
(NDSL)

The last day of the award year.

The date that the school files its Fiscal Operations
Report for that award year.

The date that the school files its Fiscal
Operations Report for that award year
(award records).

The date of the loan's assignment, cancellation,
or final repayment (loan records).

GSL
SLS
PLUS

Last day of the loan period (records).

Date report is completed (reports).

Records may be
maintained on microfilm or
microfiche, except for the
promissory notes under
the GSUSLS/PLUS
programs. Perkins and
NDSL promissory notes
may be maintained on
microfilm or microfiche
providing that the school
consults with its legal
counsel to verify the
enforceability of
microfilmed promissory
notes. (The microfilmed
copy of a promissory note

I must be suitable and
acceptable for litigation under State law, and must provide adequate
evidence of indebtedness under State law.) The school must keep
records involved in any claim or expenditure questioned by Federal audit
until resolution of any audit questions.

PROVIDING CONSUMER INFORMATION TO STUDENTS

Throughout this section and the previous section, we have mentioned
information that must be given to the student, usually through counseling.
In addition, Subpart D of the General Provisions discusses information
about the school and about financial 1,id that must be available to current
and prospective students, usually through printed materials. If necessary,
these materials must be prepared by the school. However, many of the
items described below will already be available in brochures and handouts
routinely disseminated by the school, or in Federal publications such as
the Student Guide.

121
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The following minimum information must be provided

E> what Federal financial aid programs are available to students.

E> what State and local aid programs, school aid programs, and other
private aid programs are available.

E> how students apply for assistance and what standards the school
uses to determine eligibility.

E> how the school distributes aid among students.

E> the rights and responsibilities of students receiving financial
assistance.

E> how and when financial aid will be disbursed.

E> the terms and conditions of any employment that is part of the
financial aid package.

C> the terms of, and schedules for, repayment of student loans.

E> the criteria for determining whether a student is maintaining
satisfactory academic progress, and how a student who has failed
to maintain progress may re-establish eligibility for Federal financial
aid.

Tile school must provide the following minimum information about itoelf

E> the names of associations, agencies, or governmental bodies that
accredit, approve, or license the school and as programs.

E> any special facilities and services available to handicapped
students.

E> the costs of attending the school, including tuition and fees, books
and supplies, estimates of typical student room and board costs or
typical commuting costs, and any additional costs of the program in
which the student is enrolled or has expressed an interest.

E> the school's policy on refunds and on distributing OSFA refund
amounts. (S3e Section Seven)

E. the current degree programs and other educational and training
programs.

1 i? ''.A 4....

Financial aid
information

General
information
about the
school
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Availability of
financial aid
personnel

c>. the instructional, laboratory, and other physical plant facilities
associated with the academic programs.

ev> a list of the faculty and other instructional personnel.

C> the standards the student must maintain to make satisfactory
academic progress.

C> who to contact for information on student financial assistance.

The school must have someone available during normal operating hours
to help persons obtain consumer information. One full-time employee or
several persons may be assigned so that someone is always available
(with reasonable notice) to assist current or prospective students and their
families. Existing personnel may satisfy this requirement. The Secretary
of Education may waive the requirement if the school can demonstrate
that a waiver is appropriate.
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SECTION SIX: FINANCIAL
AID TRANSCRIPT

Generally, when a student transfers from one school to another, the new
school must receive a financial aid transcript from the previous schools the
student has attended before it disburses Pell Grant, la, or campus-based
funds to the student or certifies a GSUSLS/PLUS loan application
(exceptions to this requirement are discussed later in this section).

The information on the financial aid transcript is needed to monitor two
aspects of student eligibility. First, the transcript tells the aid administrator
how much aid a transfer student has received from the OSFA programs at
other schools. By using the transcript, the aid administrator can make
sure that the student does not receive an overaward. Most of the OSFA
programs have annual maximum limits; the loan programs also have
cumulative maximum limits, as shown on the next page.

Second, the transcript is used to prevent a student from receiving any
OSFA aid if he or she is in default or owes a repayment on an OSFA grant
or loan. (The Consolidated Omnibus Budget Reconciliation Act of 1985
amended the eligibility requirements to specify that a student could not be
in default or overpayment on an OSFA grant or loan at any school. In
previous years, a student could not be denied aid under most of the OSFA
programs at one school if the default or overpayment occured at another
school.)

REQUESTING A TRANSCRIPT

The current school must determine if a student who applies for aid from
the OSFA programs previously attended other eligible schools. The
preamble to the December 1, 1987 General Provisions states that the
school must make an "active effort" to find out if the student previously
attended other schools. For instance, most schools routinely ask
prospective students to state their previous academic experience, either in
the course of an admissions interview, or on the school's application. The
financial aid administrator is responsible for ensuring the "consistency of

Purpose of
the transcript
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MAXIMUM LOAN Atli? GnANT LIMITS

ANNUAL CUMULATIVE

Pell Grant $2200
(No dollar limit;
however, note
5 to 6-year limit)

SEOG $4000 NONE

Perkins NONE $4500 First two years
undergraduate study.

$9000 More than two years
undergraduate study.

$1 8,000 Graduate/profess-
ional study.

GSL $2625
First two years
undergraduate study.

$4000
ore than two years

$1 7,250 u

Mndergraduate
study.

$7500 Io.

raduate/profess.
V na' study.

SLS $4000 $20,000

PLUS $4000 $20,000

information" at the school regarding a student's eligibility (see Section
Five), and therefore must have a system to exchange such information
with the admissions office.

If the school discovers that the student did attend another eligible school,
it must obtain a financial aid transcript from that school (or schools, if the
student attended more than one eligible institution). The financial aid
transcript must be sent directly from the previous school to the current
school (not to the student). The student may request that a transcript be
sent, or the current school may make the request. In either case, the
current school must document that a written request was made.
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PAYMENT AND CERTIFICATION OPTIONS

Once the school has requested the financial aid transcript, it may pay the
student under the Pell Grant, ICL, and campus-based programs for one
payment period only. If a school exercises this option, after it receives the
transcript it must make any necessary adjustments to the student's aid
package before the second payment period. The school is not liable for
the amount of the first payment if it never receives the financial aid
transcript. However, it should not make any subsequent payments to the
student without receiving the transcript.

For the GSL and SLS programs, the school may certify the loan
application for the student after requesting the transcript, but it may not
release the proceeds from the loan until after the transcript is received. If
the school does elect to certify a GSL or SLS loan application and then
receives a financial aid transcript that shows the student to be ineligible for
payment, the school must return the loan proceeds to the lender. In
addition, please remember that the school may not hold the loan proceeds
for more than 45 days if the financial aid transcript(s) still have not
arrived at the end of the 45 days, the school must return the loan
proceeds to the lender.

Because PLUS proceeds are sent directly from the lender to the borrower,
the school may not certify a PLUS loan application until it has received the
financial aid transcript(s).

The school may pay the student as usual if it discovers that the previous
school has closed and the requested information is not available.
However, it should first check with the ED regional office to set) if it has
access to the closed school's records. The school also may continue to
pay the student if the previous school is a foreign school (some foreign
schools are eligible under the GSUSLS/PLUS programs). The financial
aid transcript is not required for payment in these cases. However, the
current school is still required to request the transcript.

1"4'u

Pell, ICL,
campus-
based
programs

GSL
SLS

PLUS

Foreign
schools &
closed
schools
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not sending
transcript

Signature
requirement

Required
items

Student
information
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sending the
transcript

SENDING A TRANSCRIPT

When a school receives a request for a financial aid transcript, it must
promptly provide the requested information on the transcript. If the
student did not receive assistance from the OSFA programs, or attended
the school so long ago that the record retention perio,a has lapsed and the
school no longer has those records, the school must notify the requesting
school in writing that a transcript will not be sent and specify the reason.

The regulations do not allow a school to withhold a financial aid transcript
for a student who owes a non-OSFA debt to the school (such as unpaid
tuition and fees, or a library fine or parking fine). However, the
Department encourages the withholding of academic transcripts in
compliance with applicable State laws.

A financial aid transcript may but need not be certified. A valid transcript
is one signed by the person the school authorizes to sign transcripts and
other financial aid documents. Using a signature stamp to validate
transcripts is also acceptable, if the stamp's use is restricted to specific
financial aid personnel. In either case, a school is liable for any inaccurate
information provided.

REQUIRED INFORMATION ITEMS

The General Provisions require certain information to be sent on the
transcript. Several categories of information have been added to the
regulations to fulfill new requirements in the law. The transcript must
include the following information:

E> The stuu'ent's name and social security number.

E> Whether the student was treated as an independent student
under an OSFA programs for the award year before the award
year for which a financial aid transcript is requested. Certain
parts of the independent student definition for 1988-89 and !ater
years are based on whether the student was considered
independent in previous award years.

E> If known, whether the student is in default on an ICL, NDSL, or
Perkins !oan, or owes a repayment on a Pell Grant or SEOG at
that school. The school should always be able to tell from its
own records if the student is in default or owes a repayment for
any of these programs, if the student attended within the record
retention period.
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r> Whether the student owes a repayment on an SSIG or is in
default on a GSL, SLS, or PLUS loan at that school. In many
cases, the guarantee agency or the State agency for SSIG will
have informed the school if the student is in default on a GSL,
SLS, or PLUS loan, or owes a repayment on an SSIG obtained
at that school.

c> The student's Scheduled Pell Grant and the total amount
actually paid to the student, for the award year in which the
financial aid transcript is requested. These two numbers are
used to figure the student's remaining Pell Grant eligibility (as
described in Chapter Four, Section Two).

E> The total amount of any loans received by the student under the
Perkins and NDSL programs at that school. If the school
participates in the ICL program, it must provide a separate total
for ICL, as well.

c> Whether the student had an outstanding balance on an NDSL
(either Defense or Direct) from that school on July 1, 1987. This
will affect whether the student can be considered a "new
borrower" in the Perkins program. New borrowers of Perkins
Loans are given a 9-month grace period, rather than the 6-
month NDSL grace period.

E> The amount and period of each loan made to the student under
the GSL, SLS, or PLUS loan programs at that school. This
includes PLUS loans taken out by the student's parents on the
student's behalf.

The school may also have information regarding the student's OSFA loans
and grants at another school. (Usually from a financial aid transcript
received from the previous school(s) the student attended.) When a
school sends a financial aid transcript, it must include any information it
may have concerning:

E> Any other schools the student has attended.

c> Whether the student is in default or owes a repayment on any
OSFA loan or grant.

C> The total amount of any loans received by the student under the
Perkins and NDSL programs at any school. If the student
attended a school that participates in the ICL program, the
school sending the transcript must provide a separate total for
ICL, as well.

Information
from
attendance at
any school
(if known)
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Part I

Part II

E> The amount and period of each loan made to the student under
the GSL, SLS, or PLUS loan programs at any school. This
includes PLUS loans taken out by the student's parents on the
student's behalf.

A school may decide to provide additional items of information such as
types of work-study or cooperative education study performed, institutional
scholarships awarded, or Pell Grant awards received in previous years. A
school may also include in the transcript any information about a student's
eligibility for, or receipt of, financial aid if the school considers that
information useful to the school the student will be attending.

MODEL TRANSCRIPT '......7=1
The National Association of Student Financial Aid Administrators, in
consultation with the Office of Student Financial Assistance, has
developed a financial aid transcript form that schools may use as a model.
A copy of the most recent version of the model transcript (March 1988) is
provided on the following pages. Financial aid administrators may receive
a copy by writing NASFAA, 1920 L Street, N.W., Suite 200, Washington
D.C. 20036.

Part 1 of the transcript contains identifying information for the student.
This information may be filled out by the student or the requesting school.
The student's signature is optional (however, the transcript must include
the student's name and social security number.

Section A must be filled out if the school filling out the transcript knows
that the student attended other schools. Section B is used in those cases
where the school is not required to complete the transcript, either because
the student did not receive OSFA funds at the school, or because the
record retention period has expired.

The first three items in Section C are used by the current school to
determine if the student is an independent student and/or a "new
borrower' under the Perkins Loan Program. The remaining items relate to
the student's default and overpayment status on aid received at the school
that is filling out the transcript.

Sections D and E are used to report amounts of aid received from the
OSFA programs (and the period of the loan, for GSL/SLS/PLUS loans).

Section F is the signature block for the school sending the transcript. The
last page is used by the school to report information about OSFA funds
received by the student at other schools (if known).
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FINANCIAL AID TRANSCRIPT

PART I: Instructions to the STUDENT. If you ever attended another postsecondary institution, you must
complete Part I of this form and submit it to the Financial Aid Office of that institution. Federal regula-
tions require that a Financial Aid Transcript request be sent to every institution you previously attended.

Social
Security #Name

Last First M.I. Maiden
Name used at previous institution (if different from above)

I request the Financial Aid Office at which I attended
from to to provide the information requested in Part II to the institution shown below:

r-

L_

(Fold here for window envelope)

_J

I did did not receive aid while
a student at this institution.

Student's Signature (optional):

Student's Address:

PART II: To be completed by the Student Financial Aid Office at the previous Institution. Complete either
Sections A, B and F, or Sections A and C through F and the Additional Information Sheet.

SECTION A: Other Institutions Attended (Everyone must complete this section):

The institution has information indicating the student attended the following institutions other than
this institution:

SECTION B: To be completed if institution is not completing Sections C, D, and E.

The information requested in Sections C, D, E, and the Additional Information Sheet is not being provided
because:

The student neither received nor benefited from any Title IV aid while at this institution.
The transcript pertains solely to years for which the institution no longer has and is no longer
required to keep records under the Title IV program recordkeeping requirements.

If you have completed Section A and checked one of the reasons in Section B, and are not required to provide
any other information, skip Sections C, D, and E and complete Section F. Otherwise, proceed with Section C.

SECTION C: Complete the first statement and check all others that apply:

I. The student first received Title IV aid at this institution for award year
mo/yr - mo/yr2. Check all that apply:_The student received any Title IV aid as an independent student

in the current (19 -19 ) award year;
in the previous (19 -19 ) award year.

The student had an outstanding balance on an NDSL loan at this institution on July 1, 1987.
The student owes a refund on a Pell Grant or SEOG at this institution.
The student is in default on a Perkins, NDSL, or Income Contingent Loan (1CL) at this institution.
The institution knows the student Owes a refund on SSIG received for attending this institution.
The institution knows that the student is in default on a GSL, FISL, SLS, or PLUS (ALAS) loan made_

for attendance at this institution, or on a Consolidation Loan.
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SECTION D: Assistance Received or Benefited From at This Institution

Sources of Assistance

Amounts (exclude refunds)

Current Year: 19 - 19 Cumulative Total
(include current year)

Pell Grant: Total Disbursement xxxxxxxxxxxxxxxxxx

Scheduled Award xxxxxxxxxxxxxxxxxx

SEOG xxxxxxxxxxxxxxxxxx

Perkins/NDSL Loans xxxxxxxxxxxxxxx

Income Contingent Loan (ICU

SSIG/State Grant (optional)

Other aid* (optional identify each)

*If you participate in HEAL, Nursing Student Loan, or HPSL, include them here.

SECTION E: GSL/SLS/PLUS History at This Institution:

1. List the period of the loan and amount of each GSL, SLS, and student PLUS loan received by the
student for attendance at your institution (include current loans):

GSL
Period Amount

SLS
Period Amount

Student PLUS (ALAS)
Period Amount

2. List the period of the loan and amount of each PLUS loan received by the student's parents for the
student's attendance at your institution (include current loans):

Period Amount

SECTION F: This section must be completed.

Authorized Signature
Typed Name Title
Name of Institution

Address

Date

Comments
Telephone

Form developed by the National Association of Student Financial Aid Administrators and recommended by
the U.S. Department of Education, Office of Student Financial Assistance.
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FINANCIAL AID TRANSCRIPT

Additional Information Sheet: To be completed by Fluancial Ald Officer

Default/refund Owed at Other Institutions

The institution has information indicating the student may owe a refund on a Title IV grant received
for attendance at an institution other than this one.

The institution has information indicating the student may be in default on a Title IV loan made for
attend' -^0 at an institution other than this one.

Assistance Received at Other Institutions. If the student attended institutions other than this one, attach
copies of transcripts from those other, Institutions, if available, or complete the following, to the extent
the institution is aware:

1. Total amount of Perkins/NDSL Loans the student received from other institutions:

2. Total amount of Income Contingent (ICL) Loans the student received from other institutions:

3. List the period of the loan and amount of each GSL, SLS, and student PLUS loan you are aware the
student received for attendance at other institutions:

GSL
Period Amount

SLS
Period Amount

Student PLUS (ALAS)
Period Amount

4. List the period of the loan and amount of each PLUS loan received by the student's parents for the
student's attendance at other institutions:

Period Amount

1 At the time
Federal Register of
may be modified to
this page must be p

3/88

this form was released, regulations contained in Section 668.19, as it appeared in the
December 1, 1987, required this information. NASFAA understands that these regulations
exclude tnese requirements. Until any modifications become effective, the information onrovided.
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SECTION SEVEN: REFUND AND
REPAYMENTS

The most frequent source of confusion with regard to refunds and
repayments is a misunderstanding as to how these terms are used in the
General Provisions. For instance, we may say that a school "refunds" or
"repays" financial aid to the OSFA program fund if a student fails to enroll
at the school. Many schools call the cash disbursement to a student a
"refund," after the school has credited the student's account for tuition and
fees and other charges. But "refunds and repayments," as used in
§668.22 of the General Provisions, has a different meaning.

The term "refund" in §668.22 refers to a refund of the amount paid for
school charges that the school makes to a student, usually after the
student has withdrawn from school. The actual amount of the school's
refund to the student is determined according to the school's policy.
However, if the student received financial aid from the OSFA programs
(except CWS), a portion of the refund must be retvned to those
programs.

REFUND SITUATION

Student enrolls and pays school charges (tuition
and fees, etc.).

.1'21.111 11111111111 NI...
ri 1110111m

Student withdraws from school; school gives
refund to student.

?Fill:1111M! 101121411
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Repayments A "repayment" is the amount of the cash disbursement that a student must
pay back to the school if the student withdraws from the program. (The
cash disbursement is the payment the school makes to the student for
living expenses, usually after the student's account has been credited for
any school charges.) The school must decide if the cash disbursement
was greater than the student's living expenses while he or she was still
enrolled at the school. If the student received financial aid from the OSFA
programs (except CWS or GSUSLS/PLUS), a portion of any repayment
must be returned to those programs.

r REPAYMENT SITUATION

School makes cash disbursement to student at
beginning of term, to cover living expenses.

1.111:1141

irkiriro
NV
iiroomi

Student withdraws from school; school
determines repayment due from student.

,e.--*

III I 11111Dy11p111

M1111111;11 E.

Note that these regulations do not affect refunds when the student
withdraws from some classes, but continues to be enrolled in other
classes. The regulations governing refunds and repayments only apply
when the student has completely withdrawn from school.

If the OSFA funds were paid to a student who drops out before classes
begin, special rules may apply, as discussed at the end of this section.

1 n
.1. ) _,c
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REFUND POLICY

The GSL and PLUS program regulations require participating schools to
have a fair and equitable refund policy for students who withdraw, drop
out, or are expelled. However, because a fair and equitable refund policy
(by definition) could not be applied selectively to certain student aid
recipients but not others, in effect this requirement applies to all the OSFA
programs at a school that participates in the GSL or PLUS programs.

The requirements for a fair refund policy in the GSL and PLUS regulations
(34 CFR 682.606) rely on standards developed by the postsecondary
education community. (Of course, if a State has passed laws affecting a
school's refund policy, the school must comply with those !aws.) To be
considered equitable, a refund policy must be consistent with the specific
refund standards approved by the school's nationally recognized
accrediting agency and approved by the Department. If no such
standards exist, the school's policy must conform to the standards
established by the National Association of College and University
Business Officers (NACUBO), or by meeting other standards established
by the higher education community and approved by the Department of
Education. The NACUBO standards are included as Appendix A of the
GSUPLUS regulations. Appendix A states that the Department considers
guidelines VI, VII, VIII of the NACUBO standards to be acceptable
elements of a fair and equitable refund policy. We have reprinted these
standards on the following pages.

One final note on figuring the amount of the refund: the refund should be
based on the actual z. mount the student paid the school. If the student
had only paid a portion of the school charges at the time of withdrawal, the
refund is the amount the school would actually return to the student under
its refund policy. In other words, the unpaid charges are not considered
part of the refund.

For instance a school might owe a refund of $1,000 to the student, based
on its written policy. However, if the student had $250 of unpaid charges
to his/her account, the school would actually only refund $750 to the
student. It is the $750 that is used in the refund formula.

To clarify this point, §668.22 defines the institutional refund as the amount
paid for institutional charges for the payment period by financial aid and/or
cash payments, minus the amount retained by the school for the portion of
the payment period that the student was enrolled.

Accrediting
agency
standards;
NACUBO
standards

Refund
based on
actual
payments
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For purposes of section 682.606(b), the Secretary considers guidelines VI, VII, and

1 VIII of the following document to be acceptable elements of a fair and equitable school
I refund policy. The document, which is reproduced in its entirety for the convenienca of the

I reader, was developed by the National Association of College and University Business
I Officers. The document does not affect a school's obligation to comply with other

Department of Education regulations.

N Policy Guidelines for Refund of Student Charges

(I) The governing board of the institution should review and approve the schedule of all institutionalcharges
and refund policies applicable to students. The pricing of services and refund policies have important
consequences to students, parents, the institution, and society; as such, pricing and refund policies should

receive board attention and approval.
11

I (II) Institutions should seek consumer views in the process of establishing and amending charge and refund
I structures. Decisions regarding institutional funds are ultimately the sole responsibility of the institution's
1 legally designated fund custodians. However, consumer concerns do affect decision making, and involving
1 consumers in decision making related to charges and refunds is a desirable approach for assessing student
1 needs and creating public awareness of institutional requirements.

N (Ill) Institutions should publish a current schedule of all student charges, a statement of the purpose for such
charges, and related refund policies, and have them readily available free of charge to current and
prospective students. Students and parents have a right to know what charges they will be expected to pay

N and what will or will not be refunded. They also have a right to know what services accompany payment to
the charges. Information materials published free for students and prospective students are ideal for this

purpose.
11

(IV) Institutions should clearly designate all optional charges as "optional" in all published schedules and
related materials. Clearly, charges that are mandatory and charges that are optional must be plainly

111
differentiated in all printed materials. Also, the institution should state clearly in its schedule if a charge is
optional for some students but required for others. Statements accompanying the schedule may include

1 institutional endorsements of the optional program or service.

I
(V) Institutions should clearly identify charges and deposits that are nonrefundable as "nonrefundable" onall

N published schedules. Institutions determine on an individual basis which of their charges are refundable or
non-refundable. In general, admission fees, application fees, laboratory fees, facility and student activity fees,

and other similar charges are not refundable. These fees are generally charged to cover the cost of activities

such as processing applications and other student information, reserving academic positions, and

establishing the limits of institutional programs and services, reserving housing space, and otherwise setting
_II the fixed costs of the institution for the coming academic periods.

Institutions determine on an individual basis which of their deposits are refundab'e or nonrefundable.
1 Some deposits will be nonrefundable or will be credited to a student .; account (e.g. tuition deposits). Others
1 are refundable according to the terms of the deposit agreement (e.g., deposits for breakage).

(VI) Institutions should refund housing rental charges, less a deposit, so long as written notification of
cancellation is made prior to well-publicized date that provides reasonable opportunity to make the space
available to other students. Written notification on or before the beginning of the term of the contract is

g necessary to ensure utilization of housing units. During the term of the contract, room charges are generally

11
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mummsons =Standards for Acceptable Refund Policies by Participating Schoolsammus%

not refundable. However, based on the program offered, space availability, debt service requirements, State
and local laws, and other individual circumstances, institutions may provide for some more flexible refund
guideline for housing.

(VII) Institutions should refund board charges in full, less a deposit, if written notification of cancellationis 1
made prior to a well-publicized data that falls on or before the beginning of the term of the contract.
Subsequent board charges should be refunded on a pro rata basis less a withdrawal fee. It is reasonable to 1
make a refund for those goods and services not consumed. The withdrawal charge should reflect that portion I
of an institution's costs that are fixed for the term of the contract.

(VIII)I i) The institutional tuition refund policy for an academic period should include the following minimum
guidelines:

A The institution should refund 100 percent of the tuition charges, less a deposit fee, if written
notification of cancellation is made prior to a well-publicized date that falls on or before the first day of classes. al

B. The institution should refund at least 25 percent of the tuition charge if written notification of
withdrawal is made during the first 25 percent of the academic period. It is reasonable to refund tuition
charges on a sliding scale if a student withdraws from his or her program prior to the end of the first 25
percent of the academic period unless state law imposes a more restrictive refund policy.

(IX) The institution should assess no penalty charges where the institution, as opposed to the student, is in I
error. The institution has assessed charges in error. Penalty charges, such as those involving late
registration fees, change of schedule fees, late payment fees, should not be assessed if it is determined that
the student is not responsible for the action causing the charge to be levied.

(X) Institutions should advise students that any notifications of withdrawal or cancellation and requests for
refund must be in writing and addressed to the designated institution officer. A student's written notification of IN

withdrawal or cancellation and request for a refund provides an accurate record of transactions and also
ensures that such requests will be processed on a timely basis. Acceptance of oral requests is an
undesirable practice.

(XI) Institutions should pay or credit refunds due on a timely basis. The definition of "timely basis" should
include the time required to process a formal student request for refund, to process a check if required, and to 1
allow for mail delivery when necessary. If an institution has a policy that a refund of an inconsequential
amount will not be made, this policy should be published in part of all materials related to refund policies.

(XII) Institutions should publicize, as a part of their dissemination of information on charges and refunds, that I
an appeals process exists for students or parents who feel that individual circumstances warrant exceptions
from published policy. The informational materials should include the name, title, and address of the offical
responsible. Although charges and refund policies should reflect extensive consideration of student and
institutional needs, it will not be possible to encompass in these structures the variety of personal
circumstances that may exist or develop. Institutions are required to provide a system of due process to their
students, and charges and refund policies are legitimately a part of that process. Students and parents
should be informed regularly of procedures for requesting information concerning forrequesting information
concerning exceptions to published policies. 1

1

1
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Refund
formula

Use aid
awarded for
the payment
period

FIGURING THE OSFA SHARE OF THE REFUND
limmmaimmler.

If a refund is due a student under the school's refund policy and the
student received any OSFA funds (other than College Work-Study*), part
of the refund must be returned to the OSFA program(s) involved. The
following formula is used to determine what part of the refund must be
returned:

School refund X
Total OSFA funds*

Amount to be
=

to student Total aid*
returned to

OSFA programs

The refund formula is based on the aid awarded for the payment period.
The school must use aid awarded in the fraction, rather than the aid
disbursed, because in some instances (such as PLUS loans sent directly
to the parents) it may be difficult for the school to find out how much the
student actually received at the time of withdrawal. The fraction uses aid
awarded for the payment period rather than for the award year, so that the
formula will not be affected by aid received in other payment periods.

Awards for most of the OSFA programs are disbursed by payment
periods, with the notable exception of GSL, SLS, and PLUS loans. The
preamble to the December 1, 1987 regulations gives an example of how a
GSL should be divided into payment periods:

The academic year at the school consists of three
quarter terms. A student receives a $1,500 GSL in
two disbursements of $750 each. (The period of
enrollment for the GSL is a full academic year --
three quarters.) What is the amount of the GSL
received for each payment period?

Divide the total GSL
by the number of = $500
payment periods in 3
the period of enrollment.

'''MVOV:MfagriTOMM NrfAMOM:SAW,

To see how the refund formula would be used at a typical school, let's
work through a hypothetical case.

* Wages paid under the College Work-Study program are excluded from

both the refund and repayment calculations because the student earned

this money for work performed.
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putimmuummomummullimummonumminn REFUND EXAMPLE

A student enrolls in the fall term at a four-year school, and is awarded a
$2,000 Pell Grant, a $500 SEOG, a $2,500 .GSL, and a $1,000 scholarship
(each is paid in two disbursements, one for each semester). The student uses
this financial aid plus $500 of her own money to pay her charges at the school
for the semester ($2,000 for tuition and fees, and $1,500 for room and board).

After two weeks, the student withdraws from school for personal reasons. The
school's policy is to give a 50% refund to students who withdraw in the
second week of class. What is the student's refund and how much of it must
be returned to the OSFA programs?

hmuummunitmuninimmininumummminumummummumiummiliminitumiummummummiummimmuummummiimmuniummummu nimmunitll
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Refund amount: 50% X $3500 = $1750
Aid from OSFA programs:

(for semester)

Total ad for semester:

Refund formula:*

$1,000 (Pell)
$ 250 (SEOG)

+ $1,250 (GSL)
$2,500

$2,500 (OSFA aid)
+ $ 500 (scholarship)

$3,000

Qognn OSFA aid$1750 refund v wr--,vv
zx $3000 total aid

limilimillunimmummilmmilmilmilimmummummiffilmilmummilmiumnumumumumillommilliummilmmilommumummumumi uuunuunuuid

- $1458.33 ograms°SFApr

Now that we've determined the amount of the refund that must be returned
to the OSFA programs, how is that amount split up between the
programs? As with the refund policy itself, the school makes this decision.
The school must have a written policy describing how the OSFA portion of
the refund will be distributed among the OSFA programs that were part of
the student's aid package. This policy must be consistently applied to all
OSFA aid recipients. Funds returned to any OSFA program may not
exceed those disbursed from that program.

* Always remember to exclude any CWS from the refund formula.

12D

Distributing
the refund
among the
OSFA
programs
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As one example of a refund distribution policy, an aid administrator could
decide to return an equal amount to each of the OSFA programs that were
a part of the student's aid package, or pro-rate the amount based on the
size of the initial award (see example). The school could also decide to
return the Federal portion of a refund first to the OSFA program that was
the largest component of OSFA aid in a student's financial aid package. If
the amount to be returned exceeded the amount awarded from the
program, the remaining Federal portion of the refund might then be
returned to the Or'r:A program that was the second largest component of
the aid package, and so on. Another example of a refund distribution
policy might be one in which the Federal portion of the refund would be
applied first to reduce any OSFA loan principal and then to reduce any
OSFA grant amounts the student received.

Er1111Elt111 EXAMPLE OF A REFUND
DISTRIBUTION POLICY

0511111111151111111111111111111111111101111.

A school might adopt a policy of returning the refund to each program based on the
amount of aid the student originally received from that program. For example, a
student receives $2550 from the OSFA programs, with no other source of student aid.
Let's assume that the school's policy states that the student is due a refund of $1275.
Based on the refund formula, the entire amount must be returned to the OSFA
programs. Using the school's refund allocations policy, a pro-rated amount is returned
to each program account from which the student received aid.

21423IsN

30-day rule

Total OSFA
Funds Awarded

$2550

Total Amount
Returned to OSFA

Programs
$1275

21111111111111511/21111111111511111111111211C11.1111111111111111151111110

The school must return the OSFA portion of the refund to the program
accounts within 30 days of the date that it is first notified or becomes
aware of the student's withdrawal. Any portion of a refund that the school
allocates to the GSL, SLS, or PLUS programs must be returned to the
student's lender.

Refunds and Repayments 2 - 110
140



The school's refund distribution policy may also incorporate any provisions
of the school's agreement with the State agency under the State Student
Incentive Grant Program. This agreement may require the school to
return to the State a specific percentage of the State grant or scholarship.

Whatever refund distribution policies the financial aid administrator
develops must be reasonable and must be published and made available
to students at the school. The GSUPLUS regulations specifically require
a school to provide a written statement to prospective students before the
student enrolls at the school that inclucL1 its refund policy and the
procedure for a student to request a refund. The GSUPLUS regulations
also require a school to make the policy known to its current students, and
notify its students of any changes to the policy.

REPAYMENT OF CASH DISBURSEMENTS

The General Provisions also discuss a different situation repayments
in which the student who leaves school may be required to repay financial
aid that was given directly to the student as a cash disbursement to cover
living expenses. Living expenses are a student's educational costs above
and beyond the amount the school charges to the student for tuition and
fees and other school services (such as room and board, if provided by
the school). A student's living expenses include items such as books,
supplies, transportation, child care expenses, and room and board that is
not provided by the school.

If the student withdraws, drops out, or is expelled the school must
determine whether the student owes a repayment of a portion of the cash
disbursement. If the school finds that the student's living expenses
incurred up to the time of withdrawal exceed the amount of cash
disbursed, the student has not been overpaid. However, if Vie cash
disbursement was greater than the student's living expenses up to the
withdrawal date, the excess amount is an overpayment.

Men figuring the amount of the overpayment, do not count any aid from
the CWS, GSL, SLS, or PLUS programs in the cash disbursement, since
aid from these programs is excluded from the repayment formula.* This
means that a school has to have a way of knowing which program funds
were used to credit the student's account, and which funds were paid to
the student for living expenses.

* As in the case of refunds, CWS wages are excluded because they have
been earned by the student. In addition, GSUSLS/PLUS funds are
excluded from the repayment formula because the student is already
obligated to repay these loans to the lender.

141
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Repayment
formula
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In determining the amount of the overpayment to be returned to the OSFA
programs that were part of the student's aid package, the aid administrator
uses the following formula:

Amount of Total OSFA funds* Amount to be

Overpayment*
X

Total aid* returned to
OSFA programs

Remember that the formula is based on the aid awarded for the payment
period. As in the case of refunds, CWS wages are excluded because
they have been.earned by the student. In addition, GSUSLS/PLUS funds
are excluded from the repayment formula because the student is already
obligated to repay these loans to the lender.

Again, let's work an example to see how you would use the formula at
your school.

umillimnimillimmulimullimilimilli REPAYMENT EXAMPLE iiiiimmilummillimmummilimmilmillimmillill

A student enrolls in a secretarial program at a community college that uses
academic quarters. For the quarter, the student receives a Pell Grant
payment of $500 and a $500 State grant payment (not SSIG). The tuition
and fee bill for the quarter is $300, which is paid by the Pell Grant and the
State aid. The remaining $700 of aid is disbursed directly to the student for
living expenses.

After attending for two weeks, the student withdraws from the program.

F TERM (12 weeks)

17/7
Student drops out

(2 Weeks)

The aid administrator at the school determines that the student incurred
approximately $400 in living expenses before leaving school (apartment
rental plus food and miscellaneous expenses). Therefore, the student owes
a repayment of $300 (the remainder of the $700 cash disbursement minus
the $400 living expenses. How much of this repayment must be returned to
the OSFA programs?

111111111111111111 miunnmilinimminimminummummimmumminimilummuummuummimmumminumumummtiminimmiimminiummummilliii11
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Aid from OSFA programs:
(for academic quarter)

Total aid for quarter:

Repayment formula:*

$300 repayment

$500

$500 (OSFA)
+ $500 (State aid)

$1000 (Total aid)

$500 OSFA aid
X$1000

total aid



GSL, SLS,
PLUS

the repayment from the student. This requirement includes any case in

which the school cannot document that the student attended at least one

class.

If a student has received loan proceeds from the GSL/SLS/PLUS

programs but withdraws (officially or unofficially) before attending any

classes, the school must determine if the student registered for classes. If

the student registered but did not begin attending classes, the school must

return to the lender any loan proceeds that were credited to the student's

account, plus any loan proceeds that were paid directly to the student, but

were used by the student to pay school charges. If the student never

registered, the school must return the entire amount of the loan proceeds

to the lender. As stated above, it is assumed that the student never

began attending if the school cannot document that the student attended

at least one class.
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SECTION EIGHT: AGREEMENTS
BETWEEN SCHOOLS

Two or more institutions may enter into a contractual or a consortium
agreement so that a student can continue to receive OSFA aid while
studying at a school other than his or her "home" institution. (The "home"
institution is the one that will grant the student's degree or certificate). The
eligibility regulations (34 CFR 600.9, April 5, 1988) have made changes to
the requirements for agreements between schools, as discussed below.

CONTRACTUAL AGREEMENT
41=1NONINIMI

A contractual agreement may be between two or more eligible schools or
between eligible and ineligible schools.* Under such an agreement, one
school signs a contract to have a portion or all of its educational program
provided by another school. Such an agreement may apply to all the
OSFA programs.

An eligible school must give credit to those students in the contracted
portion of the program on the same basis as if it provided that portion
itself. If the agreement is with an ineligible school, there is a limit on the
portion of the program that can be given at the ineligible school. If the
eligible and ineligible schools are owned by the same individual,
partnership, or corporation, no more than 25% of the educational program
can be provided by the ineligible school. If the two schools are separately
owned, the ineligible school may provide up tr 50% of the educational
program. However, if the contracted portion is more than 25% of the
program, the eligible school must get written confirmation from its
accrediting agency, association, or State agency that the agreement
meets its standards for contracting out of educational services.**

* By "ineligible school," we mean any school that has not been approved
as eligible and certified to participate in the OSFA programs, as described
in Section Four.

** The determination must be rtlappiby the school's "nationally recognized
accrediting agency or association orrecognized State agency." §600.9

1.45
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Elements of a
consortium
agreement

"Contracted portion of an educational program" covers situations ranging
from a "junior year abroad" program to a cosmetology training program
given wholly by an ineligible cosmetology school under contract with an
eligible community college or vocational-technical school. In the
traditional academic community, a baccalaureate institution does not
jeopardize its eligible programs if no more than one academic year is
spent by students at an ineligible institution, such as a foreign institution
under the junior year abroad concept. At schools that predominantly grant
associate degrees, eligible programs are not jeopardized if students spend
no more than one semester or one quarter studying)under contract at an
ineligible school. (Of course, students may exceed these limits without
jeopardizing the program's eligibility if the school's accrediting agency has
approved the contractual agreement.)

The eligible school must send the Division of Eligibility and Certification a
copy of the contract if it establishes a program based on a contractual
relationship. The eligible school is responsible for maintaining all records
necessary to document student eligibility and receipt of aid (See Section
Five for records requirements).

CONSORTIUM AGREEMENT

A consortium agreement, which can exist between eligible schools only,
can apply to all the OSFA programs. Under this agreement, students may
take courses at a school other than the '!home" institution (the school
where the student -xpects to receive a degree or certificate) and have
these courses count toward the degree or certificate at the home school.
For more information on how consortium agreements affect a student's
Pell Grant, see Chapter Four, Section Three.

Agreement contents can ve videly and will depend upon the interests of
the schools involved and the accrediting agency or State agency
standards. However, certain information should be included in all
agreements, such as which school will consider the student enrolled, what
the student's tuition, fees, and room and board costs are at each school,
and what the student's enrollment status will be at each school. The
agreement should also include procedures for calculating awards,
disbursing aid, monitoring satisfactory progress and other student
eligibility requirements, keeping records, and distributing refunds of OSFA
program funds. (The school that pays the student is responsible for
returning OSFA funds.)

14.6
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The agreement becomes effective for the payment period in which it is
signed; however, it can be retroactive to a previous payment period if the
payment period is in the same award year. Thus, if an agreement is
signed in the middle of a student's spring semester, he or she can be paid
for the entire award year, including the preceding fall semester.

DOMESTIC EXCHANGE PROGRAMS

Students usually participate in domestic exchange programs such as
the National Student Exchange in one of two ways:

1. Through an out-of-State tuition waiver system that allows a
student to pay tuition and fees directly to the institution the
student is temporarily attending, or

2. By paying tuition and fees at the home institution, while taking
courses at another.

Some students have had problems receiving OSFA program funds under
the first method, because neither the student's "home" institution nor the
institution the student is temporarily attending considers the student
enrolled in an eligible program of study. These circumstances have
caused otherwise eligible students to be denied financial assistance at
both schools. In some cases, either because of school policy or State law,
the out-of-State tuition waiver system is the only way students can
participate in the exchange program. In these cases, for the purposes of
OSFA programs, the school the student is currently attending may
determine that the student is enrolled in an eligible program of study and
is therefore eligible for OSFA funds.

RESTRICTIONS

The eligibility regulations restrict the use of written agreements to eligible
schools that are accredited or pre-accredited by a recognized accrediting
agency or association, or are approved by a recognized State agency.
(The State agency must be recognized by the Department as a reliable
authority on the quality of public postsecondary vocational education in the
State, and must be listed in the Federal Register in accordance with 34
CFR Part 603.)
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SECTION NINE: SPECIAL.
INSTITUTIONAL CIRCUMSTANCES

In this section we will discuss several relatively infrequent types of events
that affect a school's eligibility to participate in the OSFA programs,
ranging from changes to the ownership or location of the school, to
corrective actions taken by the Department.

CHANGE OF OWNERSHIP OR CONTROL

Schools that change ownership or control do not automatically remain
eligible to participate in the OSFA programs. The Program Participation
Agreement signed by the previous owner expires on the date the change
of ownership or control takes place.

A change in ownership occurs when the previous owner (either a person
or a corporation) no longer has a controlling interest in the school, and a
different person or corporation obtains authority to control a school's
actions, whether the school is a proprietorship, partnership, or corporation.
The most common example of a change in ownership is when the school
is sold to a new owner.

However, there are other ways in which the school's ownership can
change. For instance, a school's ownership changes when the school
transfers its controlling (more than 50%) interest of stock or its assets to
the parent corporation. A school's ownership also changes in situations
where two or more schools merge, one school divides into two or more
schools, or the school transfers its liabilities to its parent corporation.

To continue to participate in the OSFA programs, a school that is
changing ownership or control must take steps to reaffirm its eligibility and
its certification. The current owner(s) should notify DEC of the date the
change of ownership will take place. DEC will then notify the school by
certified letter that it will no longer be eligible to participate in the OSFA
programs, until its new owner re-establishes its eligibility and certification
and has a new Program Participation Agreement countersigned by the
Secretary. DEC will send the school an ED Form 1059 Application for
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Student aid
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Eligibility), an ED Form 633 (Application for Certification), two copies of the
Program Participation Agreement, and a request for a financial statement.
The school must submit these materials to DEC for the concurrent
eligibility and certification review.

The current owner should also notify the school's accrediting agency and
the appropriate State agency that licensed or approved the school.

Before the school is sold, the current owner should make sure all students
have received any financial aid payments already due them for the current
payment period, and that all records are current and comply with Federal
regulations. If a school needs additional funds for its students for the
current payment period, it should request them and disburse them to all
eligible students before the sale takes place. The new owner(s) may not
disburse funds awarded under the Program Participation Agreement
signed by the previous owner(s).

While an audit is not required, the new owner may want to have the
accounts audited before they aro closed out. If a school official has any
questions concerning student financial assistance accounts or close-out
procedures, he or she should contact the area representative for the Pell
Grant Program, or the campus-based or GSL branches of the Division of
Program Operations (see Chapter One for organizational information and
phone numbers).

The current owner should give the new owner(s) copies of the school's
current Eligibility Letter, program reviews, and audit report.

The new owner(s) should complete and promptly return the ED Form
1059, 633, Program Participation Agreement, and financial statements for
the school. As financial statements, the school must submit individual
statements for both the new and former owners, listing their assets,
liabilities, and net worth, and either 1) a profit and loss statement and
balance sheet for the latest complete fiscal year, or 2) an audit report for
the latest complete fiscal year, prepared by a licensed certified public
accountant. If the previous owner(s) did not notify DEC of the proposed
change in ownership or control, the new owner should contact the
appropriate DEC branch to request applications and other documents.

With its application, the school must include a notice that its accreditation
is continued under the,new ownership or control, and a copy of its State
legal authorization under the new ownership. The school must also certify
that it is assuming liability for the previous owner's administration of the
OSFA programs. This means the new owner must accept liability for any
Federal funds given the school that were improperly spent before the
effective date of the change of ownership or control. The new owner must
also agree to abide by the refund policy that applied to students enrolled
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before the effective date of the change, and to honor all student
enrollment contracts signed before the date of the change.*

New owners should make sure all students have received their award
payments for the payment period preceding the date of purchase, that all
student assistance accounts have been closed out, and that all reports
have been filed properly. The school should notify all new students that
no funds can be disbursed until the school's eligibility is reaffirmed and the
new Program Participation Agreement approved.

Once DEC determines that the school is eligible, it will issue a new
Eligibility Letter. At the same time it is considering the school's eligibility,
DEC will review the new owner's financial statement and a new
Application for Certification (ED Form 633). DEC also consults the
Division of Program Operations, the Division of Audit and Program Fit..,:ew
(DAPR), and the r 'gional offices to check for potential problems. If DEC
certifies the school, the Certification Branch sends the school a
countersigned copy of the new Program Participation Agreement and
notifies tilt? Division of Program Operations, the regional offices, and the
guarantee agencies that the school is certified.

When a new Program Participation Agreement is signed, the new owner
ordinarily may disburse OSFA funds beginning with the payment period in
which the change of ownership takes place unless DAPR's
Participation Control Branch terminated the school's participation under
the previous owner. If participation was terminated, the new owner may
not disburse any funds before the payment period in which the new
Program Participation Agreement is countersigned.

There is one exception to this disbursement procedure under the Pell
Grant Program, however. If the change of ownership or control occurs in
one award year and the date the Department of Education countersigns
the new Program Participation Agreement occurs in the succeeding award
year, the new ownership may not make Pell Grant or campus-based
disbursements for any payment period that does not occur at least
partially in the succeeding award year.

* The new owner must carry out these steps for the school to be
considered the same school as before the change ownership, for eligibility
purposes. If the school is not considered the same school, it must apply
as a new school (see steps in Section Four) and meet all the applicaple
requirements for eligibility, includ!ng (if applicaple) the requirement that the
school have been in existence for two years. With certain exceptions
(§600.31(d)(2)), a school that changes ownership will he considered a
new school if the new owner(s) are guilty of a crime involving the
acquisition, use or expenditure of Federal funds, or have committed fraud
involving Federal funds.
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OTHER SUBSTANTIVE CHANGES

Eligibility does not automatically continue if a school changes, for
example, its name, address, or level of offering. A school that has made
such a change should request DEC to review the school's eligibility. DEC
will notify the school of the information it must provide. Among other
items, the school must send DEC a new ED Form 1059 showing the
change. After receiving the required documents, DEC will reconfirm the
school's eligibility by sending an Eligibility Letter, if warranted.

The eligibility of a school and its programs does not automatically include
separate locations and extensions. If educational services are provided at
other locations such as separate campuses, military bases, or other towns
or cities, and these locations are not listed in the school's Eligibility Letter,
the school must document the eligibility of these separate locations.

A school that is adding a location, extension, or auxiliary classroom must
notify the accrediting body, State licensing agency, and DEC of the
addition. When it notifies DEC of the change, the school must send a
completed Form 1059, a copy of the accrediting agency's notice certifying
that each location is included in the accredited status, and a copy of the
State leg,.lauthorization from each State in which the school is physically
located. The State authorization must show that each site is legally
authorized.

DEC issues a revised Eligibility Letter to the school to include the location,
if it meets all the eligibility requirements. If an accrediting agency includes
a school's branches or extensions within the school's accredited status,
DEC issues one Eligibility Letter. Depending upon the circumstances, the
Institution and Lender Certification Branch of DEC may conduct a financial
and administrative certification review, and the Program Review Branch of
DAPR may conduct an on-site review.

The area of the Program Participation Agreement for the names and
addresses of "subsidiary institutions" is now used only when a separately
accredited, free-standing, eligible, and certified school wishes to be
encompassed by another such institution exclusively to establish or
maintain joint funding for the OSFA programs. If additional locations are
not separately eligible schools, they will be listed only in the Eligibility
Letter from DEC you should not include these locations in the
Program Participation Agreement.

After DEC includes an additional location in the eligibility status of a
school's :vain campus, the school may disburse funds to students rinrolled
at that location, beginning with the payment period in which the eligibility
of the additional location is established. (Eligibility is established as of the
date the Secretary receives all the-information necessary to make an
eligibility determination.)
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SCHOOL CLOSINGS AND LOSS OF ELIGIBILITY

When a school stops providing educational instruction or decides to close
for other reasons, it loses its eligibility to participate in the OSFA
programs.

At the time such a decision is made, the school must immediately notify
the Department of Education and then carry out the following minimum
requirements:

* Refund to the Federal Government, or otherwise dispose of (by
written instruction from the Department of Education) and any
unobligated OSFA funds it has received, except those OSFA funds
it has committed* but not yet paid to students in that payment
period -and -its administrative allowance, if applicable.

$ Submit to.the Department within 45 days after the effective date of
the closing or loss of eligibility all financial, performance, and other
reports required by each appropriate OSFA program regulation,
and a letter of engagement for an audit or an audit report covering
all OSFA funds it received.

ito Report to DEC on the arrangements for retaining and storing all
records concerning the administration of the OSFA programs. (See
Section Three for information on how long records must be kept.)

* Tell the Department how it will provide for collecting any
outstanding OSFA student loans.

* Refund unearned tuition and fees. (See Section Five for more
information on refunds.)

The ED regional office staff can help a closing school with these
responsibilities and should be contacted for advice.

* Commitment: For Pell Grants, funds are considered to be committed
when a student who is enrolled and attending the school submits a valid
Student Aid Report to the school. For the campus-based and ICL
programs, funds are committed when a student who is enrolled and
attending the school receives an award letter from the school. GSL, SLS,
and PLUS funds are committed when the guarantee agency (or the
Department) advises the lender that the loan is guaranteed.
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Emergency
action

FINE, LIMITATION, SUSPENSION, OR TERMINATION PROCEEDINGS*

Corrective action will be taken against any school that-

1. Violates the law or regulations governing the OSFA programs,
the Program Participation Agreement, or any other agreement
made under the law or regulations.

2. Substantially misrepresents the nature of its educational
program, its financial charges, or the employability of its
graduates. (For more information on what constitutes
"substantial misrepresentation," see Part 668 of the December
1, 1986, Federal Register).

If it appears that a school-has committed one of the above vidatiOns, the
Office of Student Financial Assistance may first allow the school to
respond to the problem and indicate how it will correct it. If these informal
means to correct the situation fail, or if an school has repeatedly violated
the law or the regulations, the Department of Education will initiate a
limitation, suspension, or termination of participation procedure. It may
also fine the school or take an emergency action. For details on
procedures that schools should follow in limitation, suspension, or
termination of participation procedure, see Subpar: G of the General
Provisions, as published in the December 1, 1986, Federal Register.

The Department of Education through a designated offical may take
emergency action to withhold OSFA funds from a school if the Department
receives information, determined by the official to be reliable, that the
school is violating applicable laws, regulations, special arrangements,
agreements, or limitations. To take emergency action, the official must
determine that the school is misusing Federal funds, that immediate
action is necessary to stop this misuse, and that the potential loss
outweighs the importance of using the established procedures for
limitations, suspensions, al.1 terminations. The school is notified by
certified mail of the action and the reasons for it. The action becomes
effective on the date he school receives the notice.

Emergency action suspends the school's participation in all OSFA
programs and prohibits the school from disbursing OSFA funds. The
action may not last more than 30 days, unless a limitation, suspension, or

* In addition to the penalties the Department may impose against a
school, an individual is subject to a fine, or imprisonment, or both if he or
she misappropriates OSFA funds, destroys or conceals any financial aid
record relating to an OSFA program, illegally pays an eligible lender as an
inducement to make or acquire a GSL, SLS, or PLUS, or gives false
information or coe't.)ai; information concerning the assignment of an
OSFA loan.
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termination proceeding is begun during that period. In that case, the
emergency action is extended until the proceeding, including appeal, is
concluded.

The Department of Education may fine an institution up to $25,000 for
each statutory or regulatory violation. The Department first notifies the
school of the intent to fine so that the school can request a hearing, if it
chooses.

If the school is proven guilty cf violations, it may appeal to the Department
for a compromise on the amount of the fines imposed at the hearing. In
determining this amount, the Department will take into account the
school's size and the seriousness of its violation or of its
misrepresentation.

A limitation means that a school has agreed to abide by certain specific
conditions or restrictions in its administration of OSFA funds, so that it can
continue to participate in any OSFA program. A limitation lasts for at least
12 months. If the school fails to abide by the limitation's conditions, a
termination proceeding may be initiated.

A suspension removes a school's participation in the OSFA programs for
a period not to exceed 60 days, unless a limitation or termination

O proceeding has begun. Suspension actions are used when a school can
be expected to correct a program violation in a short time.

A termination ends a school's participation in the OSFA programs.
Participants who have violated the law or regulations governing the OSFA
programs, their Program Participation Agreement, or any other agreement
made under the OSFA regulations may not be reinstated for at least 18
months, even if the school changes ownership during that time. After 18
months have passed, the school may request reinstatement from the
Department of Education.

If a school is terminated because it substantially misrepresented the
nature of its educational programs, its financial charges, or the
employability of its graduates, it may not be reinstated for at least three
months, even if it changes ownership.

The reinstatement request must be in writing and must show that the
school has corrected the violation(s) on which the termination was based
including repayment of all funds (to the Department or to the eligible
recipients) that were impropersly received, disbursed, caused to be
disbursed, or withheld. To be reinstated, the school must demonstrate that
it meets the standards in Subpart B of the General Provisions (discussed
in Section Five), and enter into a new Program Participation Agreement.

154

Fine

Limitation

Suspension

Termination

Reinstate-
ment

Special Circumstances 2 125



Reimburse-
ments

Within 60 days of receiving the request for reinstatement, the Secretary of
the Department of Education must either grant the request, deny the
request, or grant the request subject to limitations.

As part of any fine, limitation, suspension, or termination proceedings, the
Department may require the school to take corrective action. This action
may include making payments to eligible students or repaying any illegally
used funds to the Department of Education. The Department may offset
any funds to be repaid against any benefits or claims due the institution.

1 5 5
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CITIZENSHIP STATUS
APPENDIX: DOCUMENTING

As authorized by Congress, the OSFA programs are intended to provide
student financial aid to needy students who are either U.S. citizens, U.S.
nationals, or permanent residents, or who intend to become permanent
residents of the U.S. This appendix will discuss a) when a school is
required to document a student's citizenship status, and b) what
documents are acceptable as proof of the student's status. Required
documentation of a student's citizenship status must be kept in the school
files until the record retention period expires.

With exception, the eligibility criteria and documentation requirements for
U.S. citizens and eligible non-citizens are the same for all OSFA
programs. To be eligible for aid, a student must be in one of the following
categories relating to citizenship:

1. A U.S. citizen or national. The term "national" includes not only
all U.S. citizens, but also natives of American Samoa or
Swain's Island.

2. A permanent resident of the U.S. A permanent resident of
the U.S. must provide documentation from the Immigration and
Naturalization Service (INS).

3. Certain residents of the Pacific Islands. In some cases,
residents of Palau, the Marshall Islands and the Federated
States of Micronesia (former Trust Territories) will continue to
be eligible for aid from three OSFA programs (Pall, SEOG,
CWS). We will discuss the changes in the status of these
Pacific Islands later in this appendix.

4. Other eligible non-citizens. An individual who can provide
documentation from the INS that he or she is in the U.S. for
other than a temporary purpose with the intention of becoming
a citizen or permanent resident. Includes refugees, persons
granted asylum, Cuban -Haitian Entrants, temporary residents
under the recent Immigration Reform and Control Act of 1986,
and others.
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The only exception concerns students attending foreign schools which
participate in the GSL/SLS /PLUS programs. To receive a GSL/SLS /PLUS
loan at a foreign school, a student must be a U.S. citizen or national.
Permanent residents of the U.S. or other eligible non-citizens are not
eligible for loans to attend foreign schools.

We will discuss the documentation requirements for each of these
categories in the following pages. At the end of this appendix we will also
discuss which documents need to be collected from returning students,
and which kinds of documentation do not need to be updated.

U.S. CITIZEN OR NATIONAL

The term "U.S. citizen" includes citizens of the 50 States, the District of
Columbia, Puerto Rico, the Virgin Islands, Guam, and now the Northern
Mariana Islands (the Northern Marianas became a Commonwealth of the
United States on November 3, 1986).

Generally, students in the U.S. citizen category are not required to provide
documentation of that status to receive OSFA funds. However, a student
who does not check a box for citizenship status when first applying for aid
will be required to provide documentation of citizenship. This requirement
also applies to a student who checks the box for "ineligible" or "eligible
non-citizen," but later corrects the item to "citizen."

If the student in question is a U.S. citizen who was not born in the United
States, you should ask for one of the following documents: a v .lid
passport , a Certificate of Citizenship, a Certificate of Naturalization, a
Form FS-240, or a completed Form G-641.

If the student or parent borrower presens a Certificate of Citizenship, the
statement must include at least the following information:

1. The student's name and the application number
2. The certificate number (in the upper right hand corner)
3. The date of issuance of the certificate

If the student or parent borrower presents a Certificate of Naturalization,
the statement must include at least the folloWing information:

Certificate of 1. The student's name and the petition number
Naturalization
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2. The certificate number (in the upper right hand corner)
3. Thd INS Alien Registration Number
4. The name of the court wnere the naturalization occurred
5. The date of naturalization

4
157



REPLACING LOST INS DOCUMENTS

If a student cannot locate his or her official INS documentation, the student must
request that the documents be replaced, since immigrants are required to have
documentation of their status. Requests for replacement documents should be made
to the INS District Office that issued the original documents. (See addresses at end of
this appendix.)

In the past, we have suggested that the student use an INS Form G-641 (Application
for Verification of Information from Immigratrion and Naturalization Service Records) as
an alternative way to document his or her status as an eligible non-citizen. However,
INS has informed us that it is discontinuing the use of this form. In cases of undue
hardship to the student, in which the student urgently needs documentation of their
status, you may suggest that the student request a photocopy of the documents from
the INS District Office that issued the original documents, under the Freedom of
Informatio.1 (F01) Act. The student may submit an INS Form G-639 to make this
request, or simply send a letter to the District Office. If the student not sure which
District Office issued the original documents, he or she may submit the requ.'st to the
FOI office in Washington, DC (see addresses at the back of this appendix). While you
may accept a photocopy of the documentation to establish the student's eligibility for
student financial assistance, the student is required by law to have the original
documentation, and should be advised to request replacement documents for the lost
originals.

Some students may still have a copy of the Form G-641, and may submit it to the school
to document their eligibility. To be acceptable documentation of a student's eligibility,
both the student's section and the INS section of the form must be completed, and one of
the following statements must be checked on the form (blanks must be filled in by INS).

" Lawful admission for permanent residence on
class

at

" Naturalization info nation as shown above is correct."

The G-641 would also be acceptable if the following three lines are completed (as a
group):

If the line

Naturalization in (court)
At (location)
Date of birtl,

Arrival record dated

on (date)

showed subject's age at time to be

is completed. the G-641 is not acceptable unless one of the appropriate endorsements
listed in this appendix is also on the G-641. These endorsements are not automatically
placed on the G-641. The student must request in writing that INS include on the G-641
the appropriate endorsement as it appeared on his or her original INS document. In the
case of Cuban-Haitian students, INS generally is issuing only the endorsement "Cuban -

`Haitian Entrant," which is acceptable on the G-641.
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While older versions of these two certificates advise the holder not to
photocopy them, INS has informed us that these certificates may be
photocopied for lawful purposes (newer versions of the form will include
this information). INS has confirmed that it is permissable for a school to
photocopy these certificates for its records.

If the student presents a Form FS-240, "Report of Birth Abroad of a
Citizen of the United States," the form must bear an embossed seal
including the words "United States of America" and "State Department."
The Form G-641 can also be us3d to confirm the student's status either as
a citizen or as an eligible non-citizen. This form was dscussed at greater
length on the previous page.

Actually, all U.S. citizens are also considered to be U.S. nationals.
However, there are some U.S. nationals (natives of American Samoa or
Swain's Island) who are not U.S. citizens. If this sounds confusing,
perhaps the diagram below will help explain the term:

U.S. NATIONALS
(includes)

"41::

U.S. Citizens
(the 50 States, the District

of Columbia, Guam,
Northern Marianas

Islands, Puerto Rico, and
the Virgin Islands)

Non-citizen nationals
(American Samoa

and
Swain's Island)

Acceptable documentation for a non-citizen national is simply a U.S.
passport stamped "Non-citizen National."
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PERMANENT RESIDENT OF THE UNITED STATES

The standard documentation of permanent resident status is the Alien
Registration Receipt Card (Form 1-151 or Form 1-551). Both forms are
usually referred to as "green cards" although they may or may not be
green.) A completed Form G-641 can also be used to document
permanent resident status. A passport or an 1-94 is also acceptable if it
has one of the following stamps:

E> A passport stamped "Processed for 1-551. Temporary Evidence of
Lawful Admission for Permanent Residence. Valid Until
Employment Authorized."

E> A Departure Record (Form 1-94) stamped as above or stamped
"Temporary Form 1-551. Admission for permanent residence at

(port) on (date) verified.
(office of issuance) (date) (signature

of issuing officer) (title)."
This Form 1-94 will also contain the individual's photo and an INS
seal over the photo and the stamp.

A student who has an approved application for permanent residence on
file with INS and who is waiting for an Alien Registration Receipt Card may
not have proof of his or her citizenship status. You should advise such a
student to contact his or her local INS office for the passport stamp or 1-94
described above.

In past award years (prior to 1984-85), a student or parent borrower who
had an INS Form 1-181,1-181a, or 1-181b with specific INS stamps was
eligible for OSFA aid. However, these forms are only used in connection
with an application for permanent residence status. None of these three
forms is proof of permanent residence. Therefore, these three INS forms
are no longer accepted as proof that a student is an eligible non-citizen.

The Marriage Fraud Amendments established a two-year conditional
permanent resident status for certain alien spouses and their children.
The alien spouse of a U.S. citizen or legal immigrant is given conditional
permanent resident status if the marriage took place less than two years
before the spouse applied for permanent resident status or citizenship.
This status may also apply to children of that spouse who are aliens.

An alien who is granted conditional permanent resident status will be
given a Form 1-551. This form is the same 1-551 that is issued to regular
permanent residents, except that the card will have a "C" (for
"conditional") on the front, and an expiratio.. date on the back. A
conditional permanent resident must file a petition for removal of this
restriction during the 90 days at the end of the two-year period. After
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satisfactory review of the alien's petition, the restriction will be dropped
and new documents issued. Conditional permanent residents holding an
1-551 with a valid expiration date are eligible to receive aid under the
OSFA programs.

RESIDENTS OF THE PACIFIC ISLANDS

There have been several changes to the political status of the Pacific
Islands in the past year. As noted earlier, the Northern Marianas has
become a Commonwealth of the United States (as of November 3, 1986).
As a result, most residents of those islands are now citizens of the United
States and are eligible for OSFA funds on that basis (see previous section
on documentation for citizens).

The Compact of Free Association (P L. 99-239) is intended to create three
new political entities from the former Trust Territory of the Pacific islands.
At the time this Appendix was prepared, the Compact had recently been
signed by Palau, but had not been ratified by Congress. Residents of
Palau will continue to be eligible for OSFA funds as "permanent residents
of the Trust Territories of the Pacific Islands" until the Compact with Palau
has been ratified by Congress.

The Compact has been signed and is now effective for the Marshall
Islands and the Federated States of Micronesia. Citizens of these islands
are only eligible for OSFA funds if they were enrolled in a postsecondary
school on the day preceding the effective date of the Compact. (The
Compact was effective October 21, 1986 for the Marshall Islands, and
November 3, 1986 for the Federated States of Micronesia.) Eligibility for
these students is limited to Pell Grant, CWS, and SEOG Program funds,
and is limited to a maximum of four years after the effective date of the
Compact.

Students from these islands who are not eligible for OSFA funds should
be advised to contact their appropriate government office. Funds have
been provided to the governments of Federated States of Micronesia e.nd
the Marshall Islands to establish their own assistance programs. In
addition, some students who are ineligible for OSFA funds may choose to
apply for permanent resident status, in which case you should document
that status as described previously.
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OTHER ELIGIBLE NON-CITIZENS

For humanitarian reasons, students who have been designated by the INS
as lawfully present in the U.S. for a purpose other than temporary will still
be considered eligible for OSFA aid. Evidence of this lawful presence will
be given on the departure record (Form 1-94). The 1-94 departure record
will contain one of the following:

E> A stamp indicating that the student or parent borrower has been
admitted to the United States as a refugee. This stamp will read either
"Admitted as a Refugee Pursuant to Section 207 of the Act. If you depart
the United States you will need prior permission to return. Employment
Authorized," or "status changed to refugee pursuant to Section 207 (c)(2)
of the Immigration Nationality Act, on . Employment
Authorized."

C> A stamp indicating that the
student has been granted
asylum in the United States.
This stamp will read "Asylum
status granted pursuant to
section 208, INA. Valid to

. Employment
Authorized." Persons who have
been granted asylum in the U.S.
are given permission to stay for
one year. At the end of that
year, they are eligible to apply
for permanent residence. ,

A refugee or a person who has been
granted asylum may also apply for
permanent resident status and may be
required to return his or her original
1-94 to INS. While the application is
being processed, INS will give the
student a copy of the original 1-94
which will include the endorsement
'209a (or 2096) pending. Employment
Authorized." Such a student is still
eligible for aid through the OSFA
programs.

E> A stamp indicating that the student or parent borrower has been
admitted to the United States as a conditional entrant. Although this
status remains valid, the INS stopped using this category on March 31,
1980. Therefore, no 1-94 showing admission in this status after March 31,
1980, should be accepted without first having the student or parent
borrower contact INS.

Refugee

Asylum

Conditional
Entrant

E> A stamp indicating that the student or parent borrower has been
paroled into the United States for an indefinite period forhumanitarian Parollee
reasons. The words "indefinite" and/or "humanitarian" will be hand-written
into the stamp.

E> A stamp across the face of the 1-94 indicating that the student or
parent borrogr has been classified as a "Cuban-Haitian Entrant, Status
Pending." (The stamp may also read "Cuban-Haitian Entrant (Status
Pending). Reviewable January 15, 1981. Employment authorized until
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January 15, 1981.") A document showing the holder to be a Cuban-
Haitian Entrant is valid no matter what expiration date appears on it.

The 1-94 for some Cuban-Haitian Entrants who are applying for permanent
residence may be stamped "applicant for permanent residence." (Or the
student may be given a separate document acknowledging the receipt of
his or her application for permanent residence.) Since an applicant for
Permanent Residence is not eligible for OSFA aid, you must tell the
student to request documentation from INS that would confirm that the
student is a Cuban-Haitian Entrant, or other eligible non-citizen.

Under certain circumstances an individual may apply to Congress for a
suspension of deportation. Since such a request is granted in nearly
every case, students in this category are considered to have established
their status as eligible non-citizens.

INS procedures vary with respect to documentation. Acceptable
documentation includes a copy of the order from the Immigration Judge, a
letter from a district INS )ffice, or a completed Form G-641. Although the
documents will vary in wording, they must contain the student's name and
INS Alien Registration Number, in addition to either a recommendation by
the Judge that the suspension of deportation be granted or the date of the
Congressional session when the suspension may become effective. If the
student presents a Form G-641, both th9 applicant and INS sections must
be completed, as described below.

The endorsement "employment authorized" may appear on any of the
documents mentioned above. The endorsement is not sufficient proof that
a student is an eligible non-citizen. If a student who claims to have a
suspension of deportation case pending before Congress presents a Form
1-94 with the words "employment authorized," you should ask the student
to provide one of the acceptable documents listed above to be eligible for
OSFA funds.

The Immigration Reform and Control Act of 1986 made it possible for
certain categories of aliens to receive temporary resident status and
eventually permanent resident status. These categories include aliens
who 1) entered to the United States illegally before January 1, 1982, have
resided continuously in the United States since that date and meet certain
other eligibility requirements, or 2) performed qualifying agricultural
employment in the United States during defined periods of time and meet
certain other eligibility requirements.

An alien who meets the eligibility requirements must apply at his or her
local INS office. If he or she is eligible for temporary resident status, the
INS office will issue an Employment Authorization Card (Form 1-688A)
which permits an eligible alien to work legally in the United States while
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his or her application is being processed. A student who has a Form 1-
668A is not eligible for OSFA funds. The Form 1-688A expires 6 months
from the date of issue, during which time the holder will be notified if the
application for temporary resident status has been accepted.

If the application for temporary resident status is approved, the applicant
may turn in the I-688A at the local INS Legalization Office, and receive the
Temporary Resident Card (Form 1-688). This card will have an expiration
date. Students who have a valid Form 1 -688 are eligible for OSFA funds.
A student who has a Form 1-688 must show the card to the school he or
she is attending, and provide a photocopy to the school for its records.*

Persons with F-1 or F-2 Student Visas, or J-1 or J-2 Exchange Visitors
Visas, or G series Visas (pertaining to international organizations) are not
eligible to apply for OSFA aid, unless they have an 1-94 with one of the
endorsements listed above. Also, someone who has only a "Notice of
Approval to Apply for Permanent Residence (1-171 or I-464)" cannot
receive OSFA aid.

The INS documents described above will be stamped in a rust colored ink.
They will normally contain a validation indicating office of issuance and a
code to indicate the officer who prepared the document. Examples of
codes are "WAS-82" (Washington District Office, Officer Number 82) and
"1/13/84 SPO.KD" (Spokane Office, officer's initials KD),

You must keep a copy of the citizenship documentation submitted by the
student in the student's file. Documentation provided as proof of the
student's or parent borrower's citizenship status (such as the Alien
Registration Receipt Card and the Departure Record) can legally be
photocopied by the student or parent borrower. It is important that the
student or parent understand that he or she is permitted to photocopy a
document or.:y for purposes of applying for aid under the OSFA programs.
The student or parent must not photocopy a document for any other
reason.

Although students or parent borrowers may copy the 1-94 and other
documents and submit them to you, sometimes the endorsement (a
stamp) does not show on the photocopy due to the ink color on the
original document. If this occurs, you should ask the student or parent to
provide the original 1 -94 (or other relevant document) so that you can copy
the exact endorsement on the photocopy. Because the endorsement can
be found anywhere on the 1-94, it can be difficult to locate. You should
note that although the endorsement may also be on the student's or
parent's passport, it must be on tha 1-94.

CP NOTE - Due to a typographical error, the Form 1-688 was incorrectly
referred to as the "Form 1-668" in the 1987-88 Handbook.
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Updating the
Temporary
Form 1-551

1-551 with
baby picture

Refugees,
asylees,
Cuban-
Haitian
entrants

INS offices do not have uniform procedures or stamps. You should
contact your local INS office if you have questions regarding the
acceptability of citizenship documentation.

UPDATING CITIZENSHIP STATUS IN LATER AWARD YEARS

There are several cases in which you must verify a student's citizenship
status for each award year, to ensure that the student continues to be
eligible for OSFA funds.

A student who presented a Temporary Form 1-551 in a prior award year
should have received a permanent 1-551 by the next year, and should not
still be holding a temporary card. If a returning student presents a
Temporary 1-551 again a year later, you should refer the student to INS.
When the student returns, he or she should have received a permanent I-
551 or should have had his or her temporary card updated with a valid I-
551 endorsement as described on page 83 for a passport or an 1-94.

If the student has an 1-551 with a baby picture, you should suggest that
the student update the 1-551 with INS. Permanent residents are expected
to obtain a new picture and be fingerprinted at the age of 14. However,
you may pay a student who has an 1-551 with a baby picture, if you can
confirm that the 1-551 with the baby picture belongs to the student by
comparing it to a current photo ID that has the student's name, date of
birth, and signature. (The current photo ID must also be consistent with
any identifying information in the student's file at the school.)

You must also document the citizenship status each award year for a
refugee, a Cuban-Haitian Entrant, or a person granted asylum. In each of
these categories, the student may have been adjusted to permanent
resident status or may have had his or her status revoked.

You do not have to document a student's citizenship status in subsequent
award years if you have previously documented that a student is a U.S.
citizen or national, a permanent resident of the Trust Territory (Palau), or
has a Form 1-551 or 1 -151.

ADDITIONAL INFORMATION
..==1:MINMW

In the following pages we have included several reference materials that
you may find helpful: 1. A summary chart of the documentation
requirements discussed in this appendix. 2. Examples of the principal
types of documentation discussed in this chapter. 3. A list of INS offices
and addresses.
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SUMMARY CHART OF
ACCEPTABLE DOCUMENTATION

Note that a G-641 can be acceptable documentation of the student's status as a citizen,
permanent resident, or other eligible non-citizen. However, the G-641 is being phased out by

INS. As an alternative for a student who is having trouble obtaining replacement INS
documents, the student may use a G-639 to request photocopies of the original documentation.

:

Certificate of Citizenship

Certificate of Naturalization

"Certification of Birth Abroad"
Form FS-545, DS-1350, or
FS-240

U.S. Passport

U.S. Passport

"Alien Registration Receipt
Card"
Form I-';51, 1-551, or 1-551C

U.S. Passport

Must have students name and application number, certificate
number, and the date the certificate was issued.

Must have student's name and petition number, certificate
number, INS Alien Registration Number, name of the court (and
data) where naturalization occured.

Must have embossed seal reading "United States of America" and
"State Department." The FS-240 is titled "Report of Birth Abroad."

Must be stamped "Non-citizen National."

The 1-551 and the 1-551C must have currently valid expiration
dates.

Must be stamped "Processed for 1-551" with expiration date.

1-94 Must be stamped "Processed for 1-551" with expiration date, or
"Temporary Form 1-551," with appropriate information filled in.

OTHER ELIGIBLE NON-CITIZEN

"Temporary Resident Card" Must have expiration date.
Form 1-688

"Arrival-Departure Record"
Form 1-94

Court order or INS letter
confirming suspension of
deportation

Must be stamped as a Refugee, Asylum Status, Conditional
Entrant (before April 1, 1980), Parollee, Cuban-Haitian Entrant.

Either a copy of the order from the Immigration Judge, or a letter
from the district INS office, with appropriate information.
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CITIZEN NOT BORN IN U.S./NON-CITIZEN NATIONAL

U.S. Passport

Can be used to document
citizenship for citizen born

abroad.

For non-citizen national -- must be
stamped "Non-citizen National"

(A U.S. passport may also be
used to document permanent

resident status, if it has the
endorsement "Processed for I-
551" and has a currently valid

expiration date.)
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Certification of Birth Abroad

Issued to U.S. citizens born abroad.
Must have embossed seal of the State

Department.

t.e.
&bit I ea.. ,..

114,6 of 111..O. et Otto
`,KA... at ova LA, atm. t. i rani

EN* 41.16:441 Oa PO. Are

.4 .1.1.4 go' leo.**
I' ottoCe tooVtatqi ovoe1Itttro ia to

Ott it4.4. a` et ie.. /..
No,* J e

We...It 11144.

',arm rt.lts0t.o.c.X.A, 11.,r.
Dam am..

012046510

11.11XELas

0,0111111P iota.*
Oostootowto

12.9.!1Zt !I.-.
, LQ A, U.S.A.......6!..X.* ...
14 J121321C1 16 11 21/1.1.1112 96Ir.,* ........

PASSIOST 14CMC9 .....
.04S9106T0/4 D.C. 24

0120165309USA610209419607136

Certificate of Citizenship
or Naturalization

The Certificate of Citizenship is
issued to persons who were

born abroad of U.S. parent(s);
who became citizens when their

parents were naturalized; or
who were adopted by U.S.

parents.

The Ceri:icate of Naturalization
is issued to naturalized U.S.

citizens.
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PERMANENT RESIDENT
I.

a

;'4 "t
Se

r

Alien Registration
Receipt Card 1-151

Issued prior to June 1978 to
permanent residents. No longer

issued, but valid indefinitely. Often
referred to as a "green card," though it

is not always green.

Alien Registration
Receipt Card 1-551

(Resident Alien Card)

Issued to permanent residents. The
1-551 is a revised version of the 1-
151. Often referred to as a "green

card," though it is not always green.

The "Conditional Resident Alien
Card" is an 1-551 that is issued to
conditional permanent residents

such as alien spouses. This card is
identified by a "C" on the front, and
has an expiration date on the back.
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1-94 Arrival-Departure
Record

For permanent resident status -- must be
stamped "Processed for1-551" with

expiration date, or "Temporary Form I-
551," with appropriate information filled in.

For other eligible non-citizens -- must be
stamped as Refugee, Asylum Status,

Conditional Entrant (before April 1, 1980),
Parollee, Cuban-Haitian Entrant.

Temporary Resident
Card 1-688

Issued to aliens who are granted
temporary resident status under the

Immigration and Reform Control Act of
1986. Note that a student with an
"Employment Authorization Card"

(1-668A) is not eligible for OSFA funds.
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emmall IMMIGRATION AND NATURALIZATION SERVICE ralmlniumilk

a

a

a

a
a
N

a

l
I
a

aI
I

I

I

I
a
I

a
I

Aiw REGIONALI COMMISSIONERS
a

I EASTERN REGION
Stanley McKinley,
Elmwood Avenue
Burlington, VT 05401
FTS 832-6201
(802) 951-6201

I
I SOUTHERN REGION
I Stephen H. Martin
111 Skyline Center Bldg. C
I 311 N. Stemmons Freeway

Dallas, TX 75207
FTS 729-6001

N (214) 767-6001

WESTERN REGION
Hal Ezell

I Terminal Island
a I San Pedro, CA 90731

I FTS 795-6527
(213) 514-6527

NORTHERN REGION
a James L. Buck
I Federa: Building
I Fort Snelling

Twin Cities, MN 55111
I FTS 725-3850
I (612) 725-4451

a

CENTRAL OFFICE
FOIA REQUESTS

Immigration and
I Naturalization Service
I FOIA/PA Rm. 5114
1 425 I Street, N.W.
I Washington, D.C. 20536

11/

DISTRICT DIRECTORS

ANCHORAGE, AK 99513
Gary Johnson
New Federal Building
701 C St., Room D229

HONOLULU, HI 96809
Walter Craig
P.O. Box 461
595 Ala Moana Blvd.

(907) 265-4387 (808) 546-8979
(907) 271-5029 (808) 546-8979

ATLANTA, GA 30303
Louis Richard
Richard B. Russell
Fed. Office Bldg. 5.1408
75 Spring St. SW
242-2788
(404) 221-2788

BALTIMORE MD 21201
Raymond Penn
E.A. Garmatz Fed. Bldg.
101 W. Lombard
922-2010
(301) 962-2010

BOSTON, MA 02203
Charles Cobb
J.F.K. Federal Bldg.
Government Center
835-3131
(617) 565-3131

BUFFALO, NY 14202
Benedict Ferro
68 Court Street
437-4741
(716) 846-4741

HARLINGEN, TX 78550
Omar G. Sewell
2102 Teege Avenue
734-4591
(512) 425-7333

HELENA, MT 59626-0036
Marvin Mohrman
Federal Build., Rm 512
301 S. Park, Drawer 10036
585-5288
(406) 449-5288

HOUSTON, TX 77004
Ronald G. Parra
2627 Caroline Street
526-6917
(713) 750-1916

KANSAS CITY, MO 64106
Ronald Sanders
Suite 1100
324 E. Eleventh St.
891-9312
(816) 891-9312

PHILADELPHIA, PA 19106
Lyle Karn
Rm. 1321 U.S. Courthouse
601 Market Street
597-7305
(215) 597-7305

PHOENIX, AZ 85025
Ruth Anne Myers
Federal Building
230 N. First kienue
261-3114

PORTLAND, OR 92709
Carl Houseman
Federal Office Bldg.
511 N.W. Broadway
423-2155
(503) 221-2155

ST. PAUL, MN 55101
Gerald Coyle
932 New P.O. Bldg.
180 E. Kellogg Blvd.
725-7115
(612) 725-7115

CONTINUED NEXT PAGE
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mml IMMIGRATION AND NATURALIZATION SERVICE
I

DISTRICT DIRECTORS

I
I
I SAN ANTONIO, TX 78206

Al :lard Casillas
I Federal Building

727 E. Durango
I Suite A301

730-6356
(512) 229-6356

.111 CHICAGO, IL 60604
A.D. D Moyer

Dirksen Fed. Office Bldg.
E 219 S. Dearborn St.
1 353-7300
I (312) 353-7300

I CLEVELAND, OH 44199
Robert Brown
Anthony J. Celebreeze

Fed. Bldg., Rm 1917
; 1240 E. 9th Street

942-4766
(216) 522-4766

1 DALLAS, TX 75242
Ron Chandler

1 Rm 6A21, Fed. Bldg.
1100 Commerce Street
729-0505
(214) 767-0514

DENVER, CO 80294-1799
; Donald H. Russell
si'm 1787 Federal Bldg.
m 1961 Stout Street

564-4801
1 (303) 844-4801

11 DETROIT, MI 48207
I James Montgomery

Federal Building
333 Mt. Elliott Street
226-3250
(313) 226-3250

E L PASO, TX 79984
Al Guigni
343 U.S. Courthouse

1 P.O. Box 9398
1 570-6333
E4 (915) 5417600

%IN El III ECM ill NI Nil El Mil MUM NU Di Ed Ed 111/1 111 MI El IM SI MEI 11111 SS Ell 11111 El El MI 23 1111111 El

LOS ANGELES, CA 90012
Ernest Gustafson
300 N. Los Angeks St.
798-2780
(213) 894-2780

MIAMI, FL 33138
Perry Rivkind
7880 Biscayne Blvd.
350-4787
(305) 536-4787

NEWARK, NJ 07102
James Pomeroy
Federal Bldg.
970 Broad Street
341-2298
(201) 645-2298

NEW ORLEANS, LA 70113
John Caplinger
Postal Service Bldg.
701 Loyola Avenue
682-6521
(504) 589-6521

NEW YORK, NY 10278
Charles Sava
26 Federal Plaza
264-5943
(212) 264-5943

OMAHA, NE 68102
Dennis Holm
Federal Office Building
106 S. 15th St Rm 1008
864-4653
(402) 221-4653

SAN DIEGO, CA 92188
James Tumage
880 Front Street
895-5645
(619) 293-5645

SAN FRANCISCO, CA 94111
David lichen
Appraisers Bldg.
630 Sansone Street
556-5711
(415) 556-5711

SAN JUAN, PR 00936
James Walker
GPO Box 5068
106/809-622-0380
(809) 753-4343

SEATTLE, WA 98134
Richard C. Smith
815 Airport Way, South
399-5950
(206) 442-5950

WASHINGTON, D.C. 20538
Robert Neptune
4420 N. Fairfax Drive
Arlington, VA 22203
235-4002
(703) 235-4002/4003

FOREIGN DISTRICT
OFFICES

BANGKOK, THAILAND
Ben Foster
American Embassy
APO San Francisco, CA 96346
9-011-852-523-9011

I

MEXICO CITY, MEXICO 1
Ernest M. Trominski 1
c/o American Embassy 1
Room 118 PO Box 3087
9-001-905-211-0042

ROME, ITALY
Diana Pickett
c/o American Embassy
APO New York, NY 09794
9-001-396-4674
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Development Section
Division of Training and Dissemination
Office of Student Financial Assistance
U.S. Department of Education
400 Maryland Avenue, S.W.
ROB-3 Room 4051
Washington, D.C. 20202

Discrimination Prohibited

No person in the United States shall, on grounds of race, color, or national
origin, be sxcluded from participation in, be denied the benefits of, or be
subjected to discrimination under any program or activity receiving Federal
financial assistance, or be so treated on the basis of sex under most education
programs or activities receiving Federal assistance.

Material contained in this publication is in the public domain and may be
reproduced, fully or partially, without permission of the Federal Government.
Source credit is requested though not required.
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INTRODUCTION

This chapter covers the State Student Incentive Grant (SSIG), The Robert
C. Byrd Honors Scholarship, and the Paul Douglas Teacher Scholarship
Programs. The SSIG and Byrd Scholarship Programs are authorized
under Title IV of the Higher Education Act (HEA) of 1965, as amended;
the Douglas Program is authorized under Title V of the Act, as amended.

Students apply for financial assistance from these three programs through
the appropriate educational assistance agency in their States. Under the
SSIG program, Federal funding is matched by each State on at least a
50-50 ratio. Under the Byrd Program, the Secretary of Education makes
grants to States to enable those States to award scholarships to individu-
als who have demonstrated outstanding academic achievement. Under
the Douglas Program, the Secretary makes grants to States to enable
those States to award scholarships to outstanding high school graduates
who demonstrate an interest in teaching.
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SECTION ONE:
SSIG PROGRAM

PROGRAM OPERAIIONS
N=1:=11MINIIMMIIIIMI

The State Student Incentive Grant (SSIG) Program assists States in
providing grants and work-study assistancethrough community service/
learning job programsto eligible students who attend institutions of
higher education and have substantial financial need. (These State pro-
grams carry a variety of names which do not necessarily include the words
"student incentive grants" as part of the program titles.) The SSIG student
aid network operates throughout the 50 States, the District of Columbia,
Puerto Rico, and the Virgin and Pacific Islands.

SSIG operations vary from State to State, according to the size and matur-
ity of grant programs managed by the individual States. During the 1987-
88 academic year, the SSIG nationwide appropriation equa!ed 5.2 percent
of the nation's State payout for need-based grants ($75.7 million for SSIG,
compared to $1.45 billion in State payout, according to the Nineteenth
Annual Survey of the National Association of State Scholarship and Grant
Programs). The ratios of SSIG to State funds range from 5 percent or less
in Illinois, Indiana, Iowa, Massachusetts, Michigan, Minnesota, New Jer-
sey, New York, Pennsylvania, Rhode Island, South Carolina, Vermont,
and Wisconsin, to more than 40 percent in 11 States and the District of
Columbia.

Because of the variations in State programs, student and institutional
inquiries about SSIG and other State grant, scholarship, and work-study
assistance should generally be directed to the State agencies listed in
Section Four of this chapter, instead of to the Department of Education.
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State
Funding
Allotments

Identification
of Jobs to
Improve
Community
Lift,

institutional financial aid administrators understand the variety of
State pra:;:tices, this section describes some of the conditions and regula-

( tons that affect State program operations.

Available Funds

Steles receive annual SSIG allotments (formula grants) from toe Depart-
ment of Education, based on each State's eiigible postsecondary educa-
tion enrollments. The Federal allotments must be matched by State-
appropriated funds, and this matching must represent an increase in the
State's grant and work-study expenditure over the amount spent during an
established base year (defined as the second year before the State began
participating in the SSIG Program). Also, the State must maintain its
expenditures in this Program at the level of the average for the preceding
three fiscal years, or at the level of the average per full-time equivalent
student for those years.

Matchhig must be in auditable dollar amounts; tuition waivers or remis-
sions may be considered grants only if money actually changes hands
from State to institution to student, and if this transfer can be documented
as a cash transaction in the appropriate records at each level.

Community Service /Job Learning Program

Each year, a State may use up to 20 percent of its allotment for a c:.,mmu-
nity service/learning job program. The student must receive compensa-
tion for work, and not a grant. The job program must be administered by
institutions of higher education in the State, and each student employed
under the program must be employed in work in the public interest; the
employer may be an institution, or a Federal, State, or local public agency
or private nonprofit organization under an arrangement between the insti-
tution and the agency or organization.

Institutions of higher education, in consultation with local non-profit, gov-
ernmental, and community-based organizations, identify areas in direct
service, planning, or research, for jobs that are designed to improve the
quality of life for residents (particularly low-income residents) of the com-
munity served.

Each community service/learning job must:

1:1 Provide participating students community service/learning oppor-
tunities related to their educational or vocational programs or goals;

SSIr Program 3 - 4
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CI Be governed by conditions of employment that are considered appro-
priate and reasonable, based on such factors as type of work per-
formed, geographic region, and proficiency of the employee;

Pay at least the current Federal minimum wage as mandated by the
Fair Labor Standards Act of 1938;

Not result in the displacement of employed workers or impair existing
contracts for service; and

Not involve the construction, )eration, or maintenance of any part of
a facility used or to be used la religious worship or sectarian
instruction.

Funding Reallotment

Basic SSIG allotments not used by one State are reallotted to other quali-
fied States. Within the constraints of Federal appropriations, States are
free to schedule their own funding cycles for students, but funds may not
be carried over from one fiscal year to the next. However, they may be
used for summer terms, provided they are obligated within the program
year (July 1 7 ;rough June 30) for which they were appropriated.

Administrative Patterns

There are two ways in which a State may choose to administer its pro-
gram: it may choose to use a centralized administrative pattern or a
decentralized administrative pattern, or it may choose a combination of
both. Whichever method is used, all SSIG Federal funds and State
matching funds should be used for student awards.

Most States, particularly those with well-established State student .ssis-
tance programs, use a centralized administrative pattern. A single State
agency receives and processes student applications, notifies students of
awards, verifies attendance and makes disbursements, and keeps com-
plete records on all student awards,

in other States, parlicuiarly those with relatively new State programs, the
designated State agency delegates certain functions to participating insti-
tutions. In these cases, funds available through the State agency are
generally sub-allocated to eligible institutions on the basis of enrollment
and/or need formulas. The institutions recommend SSIG recipients to the
State agency, which approves individual awards from these fund allot-
ments.
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In the centrally-administered State programs, actual student files are
located in the State agency. In the decentralized form of State administra-
tion, where institutions process much of the student information, the
financial aid administrator gives the State agency the information needed
for formal approval of individual student awards. In either case, to monitor
the use of SSIG funds, student files at institutions are examined to verify
that recipients met all eligibility criteria and received the correct award
amount.

Student Application Procedures and Awards

Students apply to the State agency either directly or through the institu-
tion. Every award requires the official State agency's formal approval,
based on a determination of need. (Section Four of this chapter contains
a listing of these State agencies.)

The maximum award that a student may receive is $2,500 per academic
year. Most States limit SSIG awards to undergraduates attending at least
half-time. However, at each State's option, graduate and less-than-half-
time students may also be eligible to receive SSIG awards. The maximum
award is reduced accordingly for students who attend less than full-time.

States may determine whether to make individual SSIG awards that vary
according to student need, or to give a set amount to all students who
meet the established need criteria.

State Criteria for Determining Substantial Need

Student recipients are selected annually on the basis of substantial need,
according to criteria established by the State and approved by the Depart-
ment of Education. A State may define need in terms of income, expected
family contribution, or relative need, as measured by cost of attendance
minus available resources. Regardless of which need analysis system the
State selects, the designated State agency is responsible for final ap-
proval of individual student recipients, thus allowing each State to develop
consistent methods in awarding aid to candidates throughout the State.

Most States measure need using a single need analysis system for all
applicants. However, in decentralized programs, where institutions rec-
ommen.` ,,tudent candidates for awards subject to the designated State
agency's approval, student applications may be processed according to
the different need analysis systems used by the various institutions. In
any event, the designated State agency has final authority for selecting
recipients who meet the need criteria under standards established for the
State-wide program.
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State arm Institutional Record3 of Student Recipients

State agencies responsible for administering SSIG funds must be able to
document their decisions and disbursements from their own central rec-
ords, from institutional records, or from both. Variations of student/institu-
tional rosters are often sent back and forth between the State agency and
the institutions to verify attendance, provide information related to student
need, document disbursement of funds to students or to student accounts,
guard against overawards, and help provide required records and reports.

INSTITUTIONAL PARTICIPATION & STUDENT ELIGIBILITY

Within the limits of Federal financial aid regulations, States determine
eligibility standards in terms of their own fiscal, constitutional, and statu-
tory restraints.

Institutional Participation

All nonprofit institutions of higher education and all postsecondary voca-
tional institutions in a State are eligible to participate, except when partici-
pation violates the State's constitution or a S.,- ce law enacted before
October 1, 1978. States are not required to include proprietary (for profit)
institutions in their State programs; however, 26 States now make SSIG
awards available to students attending such institutions.

Institutional participation may also be affected by some States sub-allocat-
ing available SSIG funds to the various types of institutions on the basis of
enrollment, need, the availability of other non -SSIG aid, and other relevant
criteria. in such instances, money not claimed for student awards at one
school may be reclaimed by the State and reassigned to other schools.

Student Eligibility

Student eligibility to receive aid from the SSIG Program differs from State
to State according to constitutional, statutory, or policy restrictions. (Some
States have legislated formulas for determining student eligibility and the
amount of assistance given to individual students.)

Factors that may determine whether a student is eligible for an SSIG
award include the State's definition of substantial need, the method of
determining maximum awards, and the costs that can be covered. Some
States limit awards to the cost for tuition and fees; others include allow-
ances for room and board and other costs. Some have aliowances for
commuters. Many State grant programs exclude part-time students and
those who attend schools outside the State. Some States have reciprocal 1
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of Academic
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arrangements with neighboring States, so that students may receive SSIG
funds from their home State even though they are enrolled in an educa-
tional program in another State.

Certifying Fiscal Responsibility and Student Academic Progress

States are given considerable leeway in the way they verify fiscal respon-
sibility and student academic progress for the SSIG Program. However,
participating institutions must meet the Federal standards of fiscal respon-
sibility (see Chapter 2 - General Provisions) and must be able to certify
that student aid recipients are making satisfactory academic progress.
Institutions must also be able to certify that student aid recipients do not
owe a refund on an SSIG, Pell, or Supplemental Educational Opportunity
Grant, and are not in default on a loan made under the Perkins Loan
(formerly the National Direct Student Loan) Program, the Guaranteed
Student Loan, PLY: Jr SLS Loan, Consolidation Loan, or Income Contin-.
gent Loan Programs at any institution.

Students who apply for aid in States with centrally administered programs
may be required to certify that they are maintaining satisfactory academic
progress, that they are not in default on a loan, and that they do not owe a
refund on a grant. Institutions would then confirm these items when they
certify attendance before the students receive their award money. In
decentralized programs, students are certified when the institutions rec-
ommend them for SSIG awards. As a further precaution, institutions notify
the State agency whenever a student leaves school or fails to maintain
satisfactory academic progress.

Simple certification concerns the applicant's eligibility to receive an award.
It does not extend to exceptional cases or to subsequent refunds or de-
faults, which are handled according to State/institutional agreements.
States may, at their option and with appropriate documentation, if neces-
sary, consider the following to be acceptable practices for certifying stu-
dent eligibility in terms of academic progress, grant refunds, and loan
defaults:

The State may assume satisfactory academic progress if the student
is accepted for admission or for continued enrollment in a course of
study that is not longer than two academic years.

If a student is receiving SSIG aid but is not receiving other types of
Title IV aid, the State policies concerning satisfactory progress or
refunds apply. In addition, an otherwise eligible student who is en-
rolled in a course of study that is longer than two academic years and
who will receive an SSIG for the first time for the award year begin-
ning July 1, 1988 mustat the end of his or her second academic
yearhave a cumulative grade point average of "C" or its equivalent,
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or an academic standing consistent with the institution's graduation re-
quirements.

If a student loses eligibility for failing to meet these requirements, he
or she may regain his or her eligibility if the institution determines at
the end of a subsequent grading period that thy: student has achieved
academic standing consistent with the institution's graduation require-
ments and its other satisfactory progress standards.

If a student fails to meet the above requirements, an institution may
still determine that the student is maintaining satisfactory progress if it
finds that the student's failure was because of an undue hardship
caused by personal injury or illness, the death of a relative, or by other
special circumstances. The institution must evaluate the student's
satisfactory progress at the end of each academic year.

In cases where SSIG funds are combined with other Title IV student
assistance, the financial aid administrator should follow the procedures in
the Tuesday, December 1, 1987 General Provisions regulations regarding
satisfactory academic progress, refunds, and defaults. Listed below is a
brief summary of those procedures. They are covered in mush greater
detail in Chapter Two of this Handbook.

For a student who received Title IV aid during an award year (or for a
period of enrollmentfor the GSL, PLUS, or SLS Programs) begin-
ning before July 1, 1987, ifin their current aid packagePell Grant,
SEOG, CWS, Perkins, GSL, PLUS, or SLS funds are involved with
SSIG funds, the appropriate program regulations apply concerning
satisfactory progress.

If a student has not received Title IV assistance during an award year
(or for a period of enrollmentfor the GSL, PLUS, or SLS Programs)
beginning before July 1, 1987, then the Tuesday, December 1, 1987
General Provisions regulations would apply.

If a student owes a refund on a Pell Grant, SEOG, or SSIG overpay-
ment, that student is eligible to receive Title IV assistance if (a) the
student is otherwise eligible to receive aid under the programs; and
(b) the institution can eliminate the overpayment in the award year in
which it occurred.

In the case of a Pell Grant, the overpayment would have to be elimi-
nated by adjusting subsequent Pell Grant payments for the award
year. If the overpayment cannot be elimiriated, the student could still
receive Title IV aid if he or she acknowledges the overpayment, and
agrees in writing to repay it within 6 months.
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Responsibili-
ties in Cen-
tralized
Systems

In the case of an SEOG or SSIG, the overpayment would have to be
eliminated by adjusting subsequent financial aid payments (other than
Pell Grants) in the same award period.

If a student is in default on any loan made under the National De-
fense/Direct Student Loan (NDSL) , Perkins Loan, Income Contingent
Loan (ICL), Guaranteed Student Loan (GSL), Federal Insured Student
Loan (FISL), PLUS :man, Supplemental Loans for Students (SLS), or
Consolidation Loan Program, that student is eligible to receiveTitle IV
assistance (including an SSIG) if (a) the student is otherwise eligible
to receive aid under the prcgrams, and (b) the student has made
satisfactory arrangements to repay the loan.

In the case of a GSL, PLUS, SLS, or Consolidation Loan, the guaran-
tee agency that holds the loan determines whether or not the student
has made satisfactory arrangements to repay the loan. If, however,
the defaulted loan in question is a FISL, it is held by the Department of
Education, and the Secretary makes the determination of satisfactory
arrangement to repay.

In the case of an NDSL (Defense/Direct), if the institution that made
the loan still holds it, that institution certifies whether or not the student
has made satisfactory arrangement to repay. If the loan has been
assigned to the Department, the certification of satisfactory arrange-
ment is made by the Secretary.

FISCAL AND REPORTING RELATIONSHIPS WITH THE STATE
AGENCY

In general, fiscal and reporting relationships between participating institu-
tions and the State agency vary according to whether the State's pro-
grams are administered according to a centralized or decentralized pat-
tern. In either case, the State agency must be held accountable for the
disbursement of Federal funds and for making the required reports to the
Department of Education.

Financial Accounts

As a minimum, even in the most centralized administrative pattern, institu-
tions must supply ass' 7ances regarding student academic progress, the
status of grant refunds, and the status of loan defaults; cooperate in pack-
aging aid to avoid overawards; and document student acknowledgment of
awards if funds are paid to the institution on behalf of the recipient.

184
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In decentralized systems, where the State agency depends on the institu-
tion to help screen applicants, the institutional records must also supply
need analysis documentation to justify format approval of individual
awards by the official State agency.

Individual student awards are subject to approval by the designated State
agency; institutions may not transfer awards from one student to another
without that agency's approval. Institutions and State agencies should
maintain regular communication so that any funds that become available
later in the year will be used for qualified students.

All SSIG funds (Federal plus State) recovered from overawards should be
reissued to other qualified students during the applicable award period,
unless records for the period have been closed. If these funds are not
reissued to qualified students, the State must return the recovered Federal
portion to the Department of Education.

Reports

The State agency requires certain institutional reports to document the
disbursement of Federal funds to student recipients, to obtain information
needed to improve efficiency in the operation of State programs, and to
provide data for State budgets and for annual reports to the Department of
Education.

The actual form and content of institutional reports will vary from State to
State, depending upon, among other factors, the size and maturity of the
State programs. There are no standard formats or channels for these
institutional reports. For example, information about recipients by income
level may come either from the central office records or from the institu-
tions. Communication may follow established procedures or may be
developed through cooperative efforts of State and institutional represen-
tatives.

Student and Institutional Inquiries

Specific information on State student financial assistance policy and
practices, on student and institutional eligibility, and on grants to students
attendiiig out-of-State institutions is available from the SSIG State agency
official contacts listed in Section Four of this chapter.
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SECTION TWO:
ROBE RT C. BYRD HONORS
SCHOLARSHIP PROGRAM

The Robert C. Byrd Honors Scholarship Program is autnorized under TitleIV, Part A, Subpart 6 of the Higher Education Act of 1965, as amended. Itis a Federally-funded program to promote student excellence and achieve-
ment by making available scholarships, through grants to States, to out-
standing high school graduates for the first year of study at institutions of
higher education.

APPLICATION PROCEDURES
411M111NNZIC

MS11111311=11=1111=011

There is no State application for funds for the Byrd Scholarship Program.In order to participate in the program, each State signs a participation
agreement with the Secretary of Education.

The Secretary of Education makes grants to individual States. The stu-
dent applies to the agency in the State in which he or she resides that is
responsible for supervising public elementary and secondary schools inthat State. All 50 States, the District of Columbia, and Puerto Rico are
eligible to participate in the program. A complete list of agencies that
administer the Byrd Scholarship Program is contained in Section Four ofthis chapter.
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Amount of
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ELIGIBILITY OF SCHOLARS

To receive a Byrd Scholarship E:eh student must:

0 Be a graduate of a public or private secondary school or have the
equivalent of a certificate of graduation as recognized by the State in
which the student resides, and must have been admitted for enroll-
ment at an institution of higher education; and

Demonstrate outstanding academic achievement and show promise
of continued academic achievement.

In addition to the above two requirements, the student must enroll at an
institution of higher education, and, if the student is a male, he must sign a
stat Trent of registration status.

The State educational agency contacts the student's institution to verify
that the student has met the enrollment requirement, and, if male, tile
registration requirement..

STIPENDS AND SCHOLARSHIP CONDITIONS

Each student awarded a scholarship receives a stipend of $1,500 for the
academic year of study for which the scholarship is awarded.

The State educational agency establishes procedures to assure that the
student awarded a scholarship pursues a course of study at an institution
of higher education. If the Byrd Scholar enrolls (and files the Statement of
Registration Status, if applicable), he or she is entitled to the full stipend of
$1,500, even if he or she later withdraws, drops out, or is expelled. Sec-
tion 668.22 of the General Provisions regulations, which covers the distri-
bution formula for institutional refunds and for repayments of disburse-
ments made to the student for noninstitutional costs, does not apply to the
Byrd Scholarship Program. (Noninstitutional costs may include room and
board for which the student does not contract with the institution, books,
supplies, transportation, and miscelianeous expenses.)

The various State educational agencies establish specific scholar nelec-
tion criteria in consultation with school administrators, school boards,
teachers, counselors, and parents. Byrd Scholars must be selected in
such a way that all parts of a State are fairy" represented, and that no part
of a State has a disproportionate share of awards.
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AMOL 'ITS ALLOTTED TO STATES FOR PAYMENT

The amount allotted for scholarship payments to each State is $1,500
multiplied by the number of scholarships the Secretary has assigned to
the State. (No State shall receive fewer than 10 scholarships.) The Sec-
retary assigns Byrd Scholarships to each State according to the following
ratio:

irME111111E1111111111111111MMINIIIMMININIIIIIIIIIIIIMIM1111111111111%

ill Number of scholarships made
to the individual Statei

1 Number of scholarships made
1 to all States

That individual State's II!

school-aged population__. 1
All States' school-aged 1
population I

%1111111lMIIIIIIIIIIIIEIIIIIIIIIIIIIPIEIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIMIINMIIIIIIIIIIIIIIIIIII#

PACKAGING OF BYRD SCHOLARSHIP WITH OTHER
TITLE ilit STUDENT FINANCIAL AID

A student's Byrd Scholarship of $1,500 may not be reduced by either the
State agency or the financial aid administrator. If the Byrd Scholarship,
when combined with other Title IV aid, resources, and the student's Ex-
pected Family Contribution (EFC), exceeds the student's cost of atten-
dance, the Scholarship must then be used as a substitute for the student's
EFC. If any overaward results aftersubstituting the EFC with the Byrd
Scholarship, the financial alcl administrator must follow the overaward
provisions in the campus-based program regulations.

-.......

e
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SECTION THREE:
PAUL DOUGLAS TEACHER
SCHOLARSHIP PROGRAM I

i
The Paul Douglas Teacher Scholarship Program is authorized under Title
V, Part D of the Higher Education Act of 1965, as amended. It is a Feder-
ally-funded program that encourages outstanding high school graduates to
pursue teaching careers at the pre-school, elementary school, or secon-
dary school level by providing college scholarships to those students.

Students apply for Paul Douglas scholarships through the designated
State agency in the State in which they reside. The agency that admin-
isters the Paul Douglas Scholarship Program may be the same agency
that administers the SS!G Program or the GSL Program. A complete list
of the agencies that administer the SSIG, Pau! Douglas Teacher Scholar-
ship, and Robert C. Byrd Honors Scholarship Programs, is available in
Se Con Four of this chapter.

ELIGIBILITY REQUIREMENTS

To be selected as a scholar, an individual mu ;t:

Cl Be a U.S. citizen or National; provide evidence from INS that he or
she is a permanent resident of the U.S. or is in the U.S. for other than
a temporary purpose with the intention of becoming a U.S. citizen or
permanent resident; or be a permanent resident of the Trust Territory
of the Pacific Islands.

Cl Have graduated from high school, or be scheduled to graduate from
high school within 3 months of the date of the award, and

Cl Rank in the top 10 percent of his or her graduating class.
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Criteria and
Procedures

Note: If the individual does not or did not attend high school, in lieu of
items 2 and 3 above, that individual would have to both: a) hav' re-
ceived a certificate of high school equivalency for successfully complet-
ing the Tests of General Educational Development (GED), and b) have
received GED test scores that are recognized by the State as the
equivalent to ranking in the top 10 percent of the high school graduates
in the individual's State or nationally, in the academic year for which the
eligibility determination is being made.

THE SELECTION PROCEC

Scholars must be selected by either:

CI A seven-member Statewide panel appointed by the chief State
elected official, acting in consultation with the State educational
agency; or

CI An existing grant agency or panel designated by the chief State
elected official and approved by the Secretary of Education.

Note: The selection panel must be made up of representatives of
school administrators, teachers, and parents.

The selection criteria and procedures are established by the appointed or
designated panel or agency in consultation with State and local educa-
tional agencies, private educational institutions, and other interested
parties. The criteria and procedures must reflect the present and pro-
jected needs of the State for preschool, elementary, and secondary teach-
ers.

Each State makes applications available to its high schools and to other
locations convenient to applicants, parents, and other interested parties.
Applicants are selected without regard to whether they plan to attend
publicly or privately controlled institutions.

DETERMINATION OF AWARD
WNW

If selected, a student can receive up to a maximum of $5,000 per aca-
demic year. The State agency, and not the student's institution, deter-
mines how much that student will actually receive. To determine the
amount of the award for a particular academic year, the State agency will
ask the student's institution for his or her cost of attendance, and the total
amount of Title e.V Federal student aid he or she has been awarded for
that year.
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The amount of the Douglas Scholarship combined with any other Title IV
aid awarded to the student, may not exceed the student's cost of atten-
dance. For example, if a student's cost of attendance is $10,000, and that
student has been awarded $6,000 in Title IV aid, the State agency may
award only $4,000 in Douglas Scholarship money to the student for that
academic year.

PACKAGING OF DOUGLAS SCHOLARSHIP
WITH OTHER TITLE IV AID

The Douglas Teacher Scholarship may not be substituted for the student's
Expected Family Contribution (EFC). (For a more detailed explanation of
the EFC, and or, how financial aid is packaged, refer to Section Two in
Chapter Two of this Handbook.) When packaging aid, the financial aid
administrator must treat the Douglas Scholarship as he or she would treat
any other type of scholarship. If the aid administrator becomes aware that
the student is receiving a Douglas Scholarship prior to packaging aid for
that student, the Scholarship is considered as a resource in determining
the student's eligibility for campus-based assistance, and as estimated
student financial assistance in certifying the student's eligibility for a C.......-
anteed Student Loan. If the aid administrator becomes aware of the
Douglas Scholarship after packaging aid for the student, the administrator
must adhere to the applicable overaward provisic-7:.. in the Title IV regula-tions.

SCHOLARSHIP RECIPIENT OBLIGATIONS

To receive a scholarship an individual enters into an agreement with his or
her State agency stating that upon completing his or her degree program,
he or she will teach full-time at the preschool, elementary, or secondary
level in a school or State educational program for a period of not less than
two years for each year of scholarship assistance he or she receives. The
school or program in which the individual teaches makes the determina-
tion as to whether or not the individual is teaching full-time. Individuals
who teach on a full-time basis in a teacher shortage area designated as
such by the Secretary, need only leach for one year for each year of
scholarship assistance received.

The individual must fulfill the teaching obligation within 10 years after
completing the postsecondary education degree for which the scholarshipwas awarded.
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Repayment
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The individual also agrees to provide the State agency with evidence of
compliance with the teaching obligation and eligibility requirements (which
are discussed in the next subsection entitled "Maintaining Eligibility").
Further, the individual agrees to repay his or her scholarship plus interest
and reasonable collection fees if the teaching obligation is not met, or if
the State agency determines that the individual is no longer pursuing a
course of study leading to certification as a teacher at the preschool,
elementary, or secondary level (one of the eligibility requirements dis-
,.:Arssed below).

MAINTAINING ELIGIBILITY

To maintain eligibility to continue to receive a scholarship, the individual
must be:

Enrolled as a full-time student in an institution of higher education That
's currently accredited by a nationally recognized accrediting agency
or association that the Secretary determines to be a reliable authority
as to the quality of training offered, in accordance with section 1201(a)
of the Higher Education Act of 1965, as amended;

Pursuing a course of study leading to certification as a teacher at the
preschool, elementary, or secondary level as determined by the State
agency; and

Maintaining satisfactory progress as determined by the individual's
institution, in accordance with the criteria :established in the General
Provisions regulations. For an explanation of satisfactory progress,
see Section One in Chapter Two of this Handbook.

CONSEQUENCES OF NON-COMPLIANCE WITH THE
STATE AGENCY/SCHOLAR AGREEMENT

If the State finds that a scholar has not complied with the State agency/
scholar aareement; or is no longer pursuing a course of study leading to
certification as a teacher at the preschool, elementary, or secondary level,
the scholar must repay the amount of the scholarship received, prorated
accordin,, to the fraction of the teaching obligation not completed as deter-
mined by he State agency. The scholar, in this case, is also respon 'hie
to pay a simple, per annum interest charge on the outstanding principal,
am all reasonable collection costs as determined by the State agency.
The State agency will capitalize any accrued interest at the time it estab-
lishes the scholar's repayment schedule.
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Simple interest accrues from:

The date of the initial scholarship payment if the State agency has
determined that the scholar is no longer pursuing a course of study
leading to certification as a teacher at the pre-school, elementary, or
secondary level; or

The day after that portion of the scholarship period for which the
teaching obligation has been fulfilled.

The scholarship must be repaid in monthly or quarterly payments which
cover principal, interest, and collection costs, according to a schedule
established by the State. The minimum yearly repayment is $1,200 or the
unpaid balance (whichever is less), unless the scholar's inability to pay
because of his or her financial condition has been established to the
State's satisfaction.

The scholarship must be completely repaid within 10 years. The State
may require the scholar to repay more than the minimum yearly repay-
ment if needed to complete the entire repayment within the 10 year period.

The State agency will not consider that the scholar has violated the repay-
ment schedule if he or she does not meet the payments during the time he
or she is:

Engaged in a full-time course of study at an institution of higher edu-
cation;

Serving up tc a maximum of 3 years as an active duty member of the
Armed Forces of the United States;

Temporarily totally disabled, for a period not to exceed 3 years, as
established by sworn affidavit of a qualified physician;

Seeking but unable to find full-time employment for a single period not
to exceed 12 months;

Unable to secure employment for a period not to exceed 12 months
while caring for a disabled spouse; or

Unable to satisfy the terms of the repayment schedule while seeking
but unable to find full-time employment as a teacher in: a) a public or
private non-profit preschool, elementary, or secondary school, or b) a
public or private nonprofit preschool, elementary, or secondary educa-
tion program for a single period not to exceed 27 months.
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To qualify for any of the previously listed exceptions, the scholar must
notify the State agency of his or her claim and provide supporting docu-
mentation as required by the State agency. If the scholar qualifies under
any of the exceptions, he or she will not be required to make repayments,
nor will interest accrue on the outstanding balance.

The State agency will extend the 10 year scholarship repayment period by
a period equal to the length of time a scholar: a) meets any of the excep-
tion conditions listed above, or b) is unable to complete the scholarship
repayments within this 10 year period because of his or her financial
condition (as established to the State's satisfaction).

The State agency will cancel a scholar's repayment obligation if it deter-
mines that:

On the basis of a sworn affidavit by a qualified physician, that the
scholar is unable to teach on a full-time basis because of an impair-
ment that is expected to continue indefinitely or result in death; or

On the basis of a death certificate or other evidenceconclusive
under State lawthat the scholar has died.
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SECTION FOUR: -

DIRECTORY OF STATE AGENCIES i
Listed below for each State, are the agencies responsible for administering the SSIG, Paul
Douglas Teacher Scholarship, and Robert C. Byrd Honors Scholarship Programs in that
State, along with a contact person for each agency. In most cases, the official listed is the
program official, designated as such by a "(P)" in front of his or her name. In a few in-
stances, when there is no prograr official, the official listed will be the senior agency offi-
cial. That person will be designated as such by an "(A)" in front of his or her name.

ALABAMA ,

SSIG Program:

ALABAMA COMMISSION ON
HIGHER EDUCATION
Suite 221, One Court Square
Montgomery, Alabama 36197-0001
TEL: (205) 269-2700

(P) Ms. Jan B. Hilyer
Staff Assistant for Student
Assistance

Douglas Program:

Not participating

Byrd Scholarship:

STATE DEPARTMENT OF EDUCATION
111 Coliseum Boulevard
Montgomery, Alabama 36197-0001
TEL: (205) 261-2746

(P) Mr. John W. Howard

1S5

a a a

SSIG Program:

ALASKA COMMISSION ON
POSTSECONDARY EDUCATION
Post Office Box FP
Juneau, Alaska 99811
TEL: (907) 465-2854

(P) Ms. Jane Byers Maynard
Assistant Director of Programs

Douglas Program:

ALASKA COMMISSION ON
POSTSECONDARY EDUCATION
P.O. Box FP
Juneau, Alaska 99311
TEL: (907) 465-2854

(P) Dr. Kerry D. Romesburg
Executive Director

Byrd Program:

STATE DEPARTMENT OF EDUCA-
TION
P.O. Box F
Juneau, Alaska 99811
TEL: (907) 465-2841
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(P) Ms. Sandra Berry
Program Coordinator

4

SSIG Program:

ARIZONA COMMISSION FOR
POSTSECONDARY EDUCATION
3030 North Central Avg., Suite 1407
Phoenix, Arizona 85012
TEL: (602) 255-3109

(P) Mr. Louie R. Bustillo
Education Program
Compliance Officer

Douglas Progl n:

POSTSECONDARY EDUCATION
3030 North Central Ave., Suite 1407
Phoenix, Arizona 85012
TEL: (602) 255-3109

(P) Dr. Richard R. Erbschloe
Executive Director

Byrd Program:

STATE DEPARTMENT OF EDUCATION
1535 West Jefferson
Phoenix, Arizona 85007
TEL: (602) 255-4770

(P) Mr. Jim Brunstein
Associate Superintendent
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SSIG Program:

ARKANSAS DEPARTMENT OF
HIGHER EDUCATION
1220 West Third Street
Little Rock, Arkansas 72201
TEL: (501) 371-1441

(P) Ms. Rosemary McGinnis
Assistant Coordinator

Douglas Program:

ARKANSAS DEPARTMENT OF
HIGHER EDUCATION
1220 West Third Street
Little Rock, Arkansas 72201
TEL: (501) 371-1441

(P) Ms. Becky Collins
Student Aid Analyst

Byrd Program:

ARKANSAS DEPARTMENT
OF EDUCATION
4 Capitol Mall
Little Rock, Arkansas 72201
(501) 371-1464

(P) Mr. Charles D. Watson
Supervisor

" I

SSIG program:

CALIFORNIA STUDENT AID
COMMISSION
1515 S Street, North Bldg.
Suite 500, P.O. Box 942845
Sacramento, California 94245-0845
TEL: (916) 445-0880
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(P) Mr. Scott Freedman
Deputy Director, Grants

Douglas Program:

CALIFORNIA STUDENT AD COMMISSION
1515 S Street, North Bldg.
Suite 500, P.O. Box 942845
Sacramento, California 94245-0845
TEL: (916) 445-0880

(P) Mr. Samuel M. Kipp, III
Executive Director

Byrd Program:

STATE DEPARTMENT OF EDUCATION
721 Capitol Mall
Sacramento, California 95814
TEL: (916) 445-4338

(P) Mr, Bill Honig
Superintendent

COLORADO

SS!G Program:

COLORADO COMMISSION ON
HIGHER EDUCATION
Colorado Heritage Center
1300 Broadway, 2nd Floor
Denver, Colorado 80203
TEL: (303) 866-2723

(P) Ms. Debra Wiley
Director, Student Services

Douglas Program:

COLORADO COMMISSION ON
HIGHER EDUCATION
Colorado Heritage Center
1300 Broadway, 2nd Floor
Denver, Colorado 80203
TEL: (303) 866-2723

(P) Ms. Debra Wiley
Director, Student Services

Byrd Program:

STATE DEPARTMENT OF EDUCATION
201 East Coldfax Avenue
Denver, Colorado 80203
TEL: (303) 866-6806

(P) Mr. Calvin M. Frazier
Commissioner

CONNECTICUT

SSIG Program:

CONNECTICUT DEPARTMENT OF
HIGHER EDUCATION
61 Woodland Street
Hartford, Connecticut 06105
TEL: (203) 566-2618

(P) Mr. John J. Siegrist
Director of Student
Financial Aid

Douglas Program:

CONNECTICUT DEPARTMENT OF
HIGHER EDUCATION
61 Woodland Street
Hartford, Connecticut 06105
TEL: (203) 566-2618

(P) Mr. John J. Siegrist
Director of Student
Financial Aid
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Byrd Program:

CONNECTICUT DEPARTMENT OF
HIGHER EDUCATION
61 Woodland Street
Hartford, Connecticut 06105
TEL: (203) 566-2618

(P) Mr. John J. Siegrist
Director

DELAWARE

SSIG Program:

DELAWARE POSTSECONDARY
EDUCATION COMMISSION
Carvel State Office Building
820 North French Street, 4th Floor
Wilmington, Delaware 19801
TEL: (302) 571-3240

(P) Ms. Marilyn R. Baker
Associate Director

Douglas Program:

DELAWARE POSTSECONDARY
EDUCATION COMMISSION
Carvel State Office Building
820 North French Street
Wilmington, Delaware 19801
TEL: (302) 571-3240

(P) Mr. John F. Corrozi
Executive Director

Byrd Program:

STATE DEPARTMENT OF
PUBLIC INSTRUCTION
Post Office Box 1402
Dover, Delaware 19903
TEL: (302) 736-4688

(P) Mr. Ery Marsh

State Agencies 3 - 26

DISTRICT. OF COLUMBIA.

SSIG Program:

DEPARTMENT OF HUMAN
SERVICES
1331 H Street, N.W., Suite 600
Washington, D.C. 20005
TEL: (202) 727-3688

(P) Jane E. Andersen
Program Manager
D.C. State Student Incentive
Grant Section

Douglas Program:

DEPARTMENT OF HUMAN
SERVICES
Office of Postsecondary
Education, Research and
Assistance
1331 H Street, N.W., Suite 600
Washington, D.C. 20005

(P) Ms. Eloise C. Turner,
Chief
TEL: (202) 727-3685

Byrd Program:

District of Columbia Public Schools
415 12th Street, N.W.
Washington, D.C. 20004
TEL: (202) 724-4201

(P) Ms. Florence T. Ridley
Director
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FLORIDA

SSIG Program:

FLORIDA DEPARTMENT OF
EDUCATION
Office of Student Financial Assistance
Knott Building
Tallahassee, Florida 32399
TEL: (904) 488-1034

(P) Dr. M. Elizabeth Sweeney
Administrator of State Programs

Douglas Program:

FLORIDA DEPARTMENT OF
EDUCATION
Office of Student Financial Assistance
Knott Building
Tallahassee, Florida 32399
TEL: (904) 488-5160

(P) Mr. Larry Arnold
Administrator, Federal
Programs

Byrd Program:

STATE DEPARTMENT OF
EDUCATION
Knott Building
Tallahassee, Florida 32399
TEL: (904) 488-5160

(P) Mr. Larry Arnold
Administrator

1

GEORGIA

9

SSIG Program:

GEORGIA STUDENT FINANCE
AUTHORITY
State loans & Grants Division
2082 East Exchange Place
Suite 200
Tucker, Georgia 30084
TEL: (404) 493-5451

(P) Robert G. Mc Cants
Acting Executive Director

Douglas Program:

GEORGIA STUDENT FINANCE
AUTHORITY
State loans & Grants Division
2082 East Exchange Place
Suite 200
Tucker, Georgia 30084
TEL: (404) 493-5451

(P) Mr. Robert G. Mc Cants
Acting Executive Director

Byrd Program:

STATE DEPARTMENT OF EDUCATION
Twin Towers East
Atlanta, Georgia 30334
TEL: (404) 656-5812

(P) Mr. Lonnie Love
Administrator
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HAWAII

SSIG Program:

HAWAII STATE POSTSECONDARY
EDUCATION COMMISSION
2444 Dole Street, Room 209
Honolulu, Hawaii 96822
TEL: (808) 948-8213

(P) Mr. Carl H. Makino
Administrative Assistant to
the Commission

Douglas Program:

Not participating

Byrd Program:

STATE DEPARTMENT
OF EDUCATION
Post Office Box 2360
Honolulu, Hawaii 96804
TEL: (808) 373-2487

(P) Ms. Nancy Yuen
Educational Specialist

IDAHO -

SSIG Program:

OFFICE OF THE STATE BOARD
OF EDUCATION
Len B. Jordan Building, Room 307
650 West State Street
Boise, Idaho 83720
TEL: (208) 334-2270

(P) Ms.Barbara Curtis
Personnel/Business
Officer

State Agencies 3 - 28

Douglas Program:

OFFICE OF THE STATE BOARD
OF EDUCATION
Len B. Jordan Building, Room 307
650 West State Street
Boise, Idaho 83720
TEL: (208) 334-2270

(P) Ms.Barbara Curtis
Personnel/Business
Officer

Byrd Program:

STATE DEPARTMENT OF EDUCATION
650 West State Street
Boise, Idaho 83720
TEL: (208) 334-3300

(P) Mr. Tom Trotter
Comptroller

SSIG Program:

ILLINOIS STATE SCHOLARSHIP
COMMISSION
106 Wilmot Road
Deerfield, Illinois 60015
TEL: (312) 948-8500

(P) Mr. Thomas Breyer
Director, Client Services

Douglas Program:

ILLINOIS STATE SCHOLARSHIP
COMMISSION
106 Wilmot Road
Deerfield, Illinois 60015
TEL: (312) 948-8500

(P) Mr. Larry E. Matejka
Executive Director
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Byrd Program:

State Board of Education
100 North First Street
Springfield, Illinois 62777
TEL: (217) 782-5728

(P) Mr. Ray Schaljo

INDIANA

SSIG Program:

STATE STUDENT ASSISTANCE
COMMISSION OF INDIANA
964 North Pennsylvania Street
1st Floor
Indianapolis, Indiana 46204
TEL: (317) 232-2350

(P) Ms. Patricia Bright
Business and Accounting
Manager

Douglas Program:

STATE STUDENT ASSISTANCE
COMMISSION OF INDIANA
964 North Pennsylvania Street
1st Floor
Indianapolis, Indiana 46204
TEL: (317) 232-2350

(P) Mr. William Dubois, Jr.
Executive Director

Byrd Program:

STATE DEPARTMENT OF EDUCATION
Room 229 - State House
Center for School Improvement
& Performance
Indianapolis, Indiana 46204-2798
TEL: (317) 269-9606

(P) Ms. Phyllis L. Usher
Senior Officer

IOWA .

SSIG Program:

iOWA COLLEGE AID COMMISSION
201 Jewett Building
Ninth and Grand Avenue
Des Moines, Iowa 50309
TEL: (515) 281-3501

(P) Mr. John W. Heisner, Director
Program Administration

Douglas Program:

IOWA COLLEGE AID COMMISSION
201 Jewett Building
Ninth and Grand Avenue
Des Moines, Iowa 50309
TR.: (515) 281-3501

(P) Mr. John W. Heisner
Program Administration

Byrd Program:

STATE DEPARTMENT OF EDUCATION
Grimes State Office Building
Des Moines, Iowa 50319-0146
TEL: (515) 281-3198

(P) Mr. Leland Wolf
Consultant
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KANSAS is

SSIG Program:

KANSAS BOARD OF REGENTS
Suite 609, Capitol Tower
400 West 8th Street
Topeka, Kansas 66603
TEL: (913) 296-3517

(P) Ms. Clantha McCurdy
Associate Director for
Student Financial Aid

Douglas Program:

KANSAS BOARD OF REGENTS
Suite 609, Capitol Tower
400 West 8th Street
Topeka, Kansas 66603
TEL: (913) 296-3517

(P) Ms. Clantha McCurdy
Associate Director for
Student Financial Aid

Byrd Program:

STATE DEPARTMENT OF EDUCATION
Kansas State Education Bldg.
120 East Tenth Street
Topeka, Kansas 66612-1103
TEL: (913) 296-2306

(P) Mr. Warren J. Bell
Director

State Agencies 3 - 30

SSIG Program:

KENTUCKY HIGHER EDUCATION
ASSISTANCE AUTHORITY
1050 U.S. 127 South
Frankfort, Kentucky 40601
TEL: (502) 564-7990

(P) Ms. Joyce A. Bryan
Manager, Student Aid
Programs

Douglas Program:

KENTUCKY HIGHER EDUCATION
ASSISTANCE AUTHORITY
1050 U.S. 127 South
Frankfort, Kentucky 40601
TEL: (502) 564-7990

(P) Mr. Paul P. Borden
Executive Director

Byrd Program:

STATE DEPARTMENT
OF EDUCATION
Capital Plaza Tower
Frankfort, Kentucky 40601
TEL: (502) 564-4770

(P) Mr. Jim Gregg
Deputy Associate
Superintendent
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SSIG Program:

GOVERNOR'S SPECIAL
COMMISSION ON
EDUCATION SERVICES
Post Office Box 44127
Baton Rouge, Louisiana 70804
TEL: (504) 342-9422

(P) Ms. Winona Walker Kahao
SSIG Supervisor

Douglas Program:

GOVERNOR'S SPECIAL
COMMISSION ON
EDUCATION SERVICES
Post Office Box 44127
Baton Rouge, Louisiana 70804
TEL: (504) 342-9422

(P) Ms. Mona H. Durham, Director
Scholarship & Grant Division

Byrd Program:

STATE DEPARTMENT OF EDUCATION
Post Office Box 44064
Bureau of Secondary
Education
Baton Rouge, LA 70804-9064
TEL: (504) 342-3404

(P) Mr. Edward Cancienne
Director

MAINE

0

SSIG Program:

DEPARTMENT OF EDUCATIONAL
AND CULTURAL SERVICES
Higher Education Services
State House Station #119
Augusta, Maine 04333
TEL: (207) 289-2181

(P) Ms. Nancy E. Wasson
Consultant, Maine Student
Incentive Scholarship Program

Douglas Program:

DEPARTMENT OF EDUCATIONAL
AND CULTURAL SERVICES
State House Station #119
Augusta, Maine 04333
TEL: (207) 289-2183

(P) Ms. Nancy E. Wasson
Consultant, Maine Student
Incentive Scholarship Program

Byrd Program:

DEPARTMENT OF EDUCATIONAL
AND CULTURAL SERVICES
Higher Education Services
State House Station #119
Augusta, Maine 04333
TEL: (207) 289-2183

(P) Ms. Helen Renko-Flanagon

3
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MARYLAND
4

saIG Program:

MARYLAND STATE
SCHOLARSHIP BOARD
2100 Guilford Avenue
Baltimore, Maryland 21218
TEL. (301) 333-6450

(P) Ms. Vicky Larry
Associate Director

Douglas Program:

MARYLAND STATE
SCHOLARSHIP BOARD
2100 Guilford Avenue
Baltimore, Maryland 21218
TEL: (301) 333-6420

(A) Dr. Douglas S. MacDonald
Executive Director

Byrd Program:

STATE DEPARTMENT OF EDUCATION
200 West Baltimore Street
Baltimore, Maryland 21201-2595
TEL: (301) 333-2200

(P) Mr. Claude E. Kitchens
Deputy State Superintendent

State Agencies 3 - 32

MASSACHUSETTS

SSIG Program:

BOARD OF REGENTS OF
HIGHER EDUCATION
Scholarship Office
150 Causeway Street, Room 600
Boston, Massachusetts 02114
TEL: (617) 727-9420

(P) Ms. Elizabeth Fontaine
Acting Director, Scholarship
Office

Douglas Program:

30ARD OF REGENTS OF
HIGHER EDUCATION
Scholarship Office
150 Causeway Street, Room 600
Boston, Massachusetts 02114
TEL: (617) 727-9420

(P) Ms. Elizabeth Fontaine
Acting Director, Scholarship
Office

Byrd Program:

STATE DEPARTMENT OF EDUCATION
Quincy Center Plaza
1385 Hancock Street
Quincy, Massachusetts 02169-5183
TEL: (517) 770-7300

(A) Mr. Harold Reynolds, Jr.
Commissioner of Education
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SSIG Program:

MICHIGAN DEPARTMENT
OF EDUCATION
Scholarship and Tuition Grant
Programs
Post Office Box 30008
Lansing, Michigan 48909
TEL: (517) 373-3394

(P) Ms. Jean Maday
Supervisor

Douglas Program:

MICHIGAN DEPARTMENT
OF EDUCATION
Post Office Box 30008
Lansing, Michigan 48909
TEL: (517) 373-3394

(P) Mr. Ronald J. Jursa, Director
Student Financial Assistance
Services

Byrd Program:

MICHIGAN DEPARTMENT
OF EDUCATION
Post Office Box 30008
Lansing, Michigan 48909
TEL: (517) 373-3354

(P) Mr. Ronald J. Jursa, Director
Student Financial Assistance
Services
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SSIG Program:

MINNESOTA HIGHER EDUCATION
COORDINATING BOARD
Capitol Square, Suite 400
550 Cedar Street
St. Paul, Minnesota 55101

(P) Ms. Cheryl Maplethorpe
Managbr, State Financial
Aid Programs
TEL: (612) 296-9657

Douglas Program:

MINNESOTA HIGHER EDUCATION
COORDINATING BOARD
Capitol Square, Suite 400
550 Cedar Street
St. Paul, Minnesota 55101
TEL: (612) 296-9656

(P) David A. Longanecker
Executive Director

Byrd Program:

STATE DEPARTMENT OF EDUCATION
684 Capitol Square Building
550 Cedar Street
St. Paul, Minnesota 55101
TEL: (612) 296-4067

(P) Mr. Gil Valdez
Manager
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SSIG Program:

MISSISSIPPI POSTSECONDARY
EDUCATION FINANCIAL
ASSISTANCE BOARD
Post Office Box 2336
Jackson, Mississippi 39225-2336
TEL: (601) 982-6570

(P) Ms. Dottie Strain
Assistant Director

Douglas Program:

MISSISSIPPI POSTSECONDARY
EDUCATION FINANCIAL
ASSISTANCE BOARD
Post Office Box 2336
Jackson, Mississippi 39225-2336
TEL: (601) 982-6570

(P) Dr. James L Flippin
Director

Byrd Program:

STATE DEPARTMENT OF EDUCATION
Post Office Box 771
Jackson, Mississippi 39205
TEL: (601) 359-3513

(P) Mr. Andy Mullins
Director, External Relations

SSIG Program:

MISSOURI COORDINATING
BOARD FOR HIGHER EDUCATION
101 Adams Street
Jefferson City, Missouri 65101
TEL: (314) 751-2361

State Agencies 3 - 34

(P) Dr. Judy Vickrey
Assistant Commissioner
for Finance

Douglas Program:

Not participating

Byrd Program:

STATE DEPARTMENT OF ELEMENTARY
AND SECONDARY EDUCATION
Post Office Box 480
Jefferson City, Missouri 65102
TEL: (314) 751-2931

(P) Ms. Celeste Ferguson
Assistant Commissioner

MONTANA

SSIG Program:

MONTANA UNIVERSITY SYSTEM
33 South Last Chance Gulch
Helena, Montana 59620
TEL: (406) 444-6570

(P) Mr. William J. Lannan
Director of Special Projects

Douglas Program:

MONTANA UNIVERSITY SYSTEM
33 South Last Chance Gulch
Helena, Montana 59620
TEL: (406) 444-6570

(P) Mr. William J. Lannan
Director of Special Projects
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Byrd Program:

STATE OFFICE OF
PUBLIC INSTRUCTION
State Capitol, Room 116
Helena, Montana 59620
TEL: (406) 444-3654.

(P) Mr. Ed Argenbright
Superintendent of
Public Instruction

SSIG Program:

NEBRASKA COORDINATING
COMMISSION FOR POST-
SECONDARY EDUCATION
Post Office Box 95005
301 Centennial Mall South
Lincoln, Nebraska 68509
TEL: (402) 471-2847

(P) Ms. Sue Gordon-Gessner
Director (Interim)

Douglas Program:

NEBRASKA COORDINATING
COMMISSION FOR POST-
SECONDARY EDUCATION
Post Office Box 95005
301 Centennial Mall South
Lincoln, Nebraska 68509
TEL: (402) 471-2847

(P) Ms. Sue Gordon-Gessner
Director (Interim)

20

Byrd Program:

STATE DEPARTMENT OF EDUCATION
301 Centennial Mall South
Post Office Box 94987
Lincoln, Nebraska 68509
TEL: (402) 471-2295

(P) Mr. Roger Hudson
Director

NEVADA

SSIG Program:

STATE DEPARTMENT OF EDUCATION
Capitol Complex
Carson City, Nevada 89710
TEL: (702) 885-5914

(P) Mr. Peter Sweet
Director

Douglas Program:

Not participating

Byrd Program:

STATE DEPARTMENT OF EDUCATION
Capitol Complex
Carson City, Nevada 89710
TEL: (702) 885-3104

(P) Ms. Marcia R. Reardon
Deputy Superintendent
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II

SSIG Program:

NEW HAMPSHIRE POSTSECOND-
ARY EDUCATION COMMISSION
2 1/2 Beacon Street
Concord, New Hampshire 03301
TEL: (603) 271-2555

(P) Dr. James A. Busselle
Executive Director

Douglas Program:

NEW HAMPSHIRE POSTSECON-
DARY EDUCATION COMMISSION
2 1/2 Beacon Street
Concord, New Hampshire 03301
TEL: (603) 271-2555

(P) Dr. James A. Busselle
Director

Byrd Program:

STATE DEPARTMENT OF EDUCATION
State Office Park South
101 Pleasant Street
Concord, New Hampshire 03301
TEL: (603) 271-3453

(P) Mr. Frank W. Brown
Director

SSIG Program:

NEW JERSEY DEPARTMENT
OF HIGHER EDUCATION
Tuition Aid Grant Program
4 Quakerbridge Plaza CN 540
Trenton, New Jersey 08625
TEL: (609) 588-3268
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(P) Garry Vance, Director
Tuition Aid Grant Program

nouglas Program:

NEW JERSEY DEPARTMENT
OF HIGHER EDUCATION
4 Quakerbridge Plaza CN 540
Trenton, New Jersey 08625
TEL: (609) 588-3268

(P) Garry Vance, Director
Tuition Aid Grant Program

Byrd Program:

STATE DEPARTMENT OF EDUCATION
CN 500
Trenton, New Jersey 08625
TEL: (609) 292-4450

(P) Mr. W.R. Schaeffer
Manager of Operations

NEW MEXICO°

SSIG Program:

COMMISSION ON HIGHER
EDUCATION
1068 Cerrillos Road
Santa Fe, NM 87501-4925
TEL (505) 827-8300

(P) Mr. Porfirio R. Diaz
Director, Planning and
Program Development

Douglas Program:

NEW MEXICO STUDENT LOAN
GUARANTEE CORPORATION
Post Office Box 27020
Albuquerque, NM 87125-7020
TEL: (505) 345-3371
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(P) Ms. Marjorie Dunn
Administrative Coordinator

Byrd Program:

STATE DEPARTMENT OF EDUCATION
Education Building
Santa Fe, NM 87501-2786
TEL: (505) 827-6673

(P) Mr. James Gontis

NEW YORK

NEW YORK STATE HIGHER
EDUCATION SERVICES
CORPORATION
One Commerce Plaza
Albany, New York 12255
TEL (518) 473-0431

(P) Mr. Francis J. Hynes
Vice President

Douglas Program:

NEW YORK STATE HIGHER
EDUCATION SERVICES
CORPORATION
One Commerce Plaza
Albany, New York 12255
TEL (518) 473-0431

(P) Mr. Francis J. Hynes
Vice President

Byrd Program:

STATE EDUCATION DEPARTMENT
111 Education Building
Albany, New York 12234
TEL: (518) 474-5902

(P) Mr. Jerry Durovic
Director

NORTH CAROLINA

SSIG Program:

NORTH CAROLINA STATE
EDUCATION ASSISTANCE
AUTHORITY
Post Office Box 2688
Chapel Hill, North Carolina 27514
TEL: (919) 549-8614

(P) Mr. Stan C. Broadway
Executive Director

Douglas Program:

NORTH CAROLINA STATE
EDUCATION ASSISTANCE
AUTHORITY
Post Office Box 2688
Chapel Hill, North Carolina 27514
TEL: (919) 549-8614

(P) Mr. Stan C. Broadway
Executive Director

Byrd Program:

STATE DEPARTMENT OF
PUBLIC INSTRUCTION
Division of Teacher Education
116 West Edenton Street
Raleigh, NC 27603-1712
TEL: (919) 733-4736

(P) Ms. Grace Drain
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NORTH DAKOTA

SSIG Program:

NORTH DAKOTA STATE BOARD
OF HIGHER EDUCATION
Tenth Floor, State Capitol
Bismarck, North Dakota 58505
TEL: (701) 224-4114

(P) Mr. Clark J. Wold
Assistant Commissioner and
Executive Secretary

Douglas Program:

NORTH DAKOTA STATE BOARD
OF HIGHER EDUCATION
Tenth Floor, State Capitol
Bismarck, North Dakota 5''01-0154
TEL: (701) 224-4114

(P) Mr. Clark J. Wold
Assistant Commissioner and
Executive Secretary

Byrd Program:

STATE DEPARTMENT OF
PUBLIC INSTRUCTION
State Capitol Bldg., 9th Floor
Bismarck, North Dakota 58505
TEL: (701) 224-2098

(P) Mr. Clarence Bina
Educational Support Programs
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OHIO

SSIG Program:

OHIO BOARD OF REGENTS
3600 State Office Tower
30 East Broad Street
Columbus, Ohio 43266-0417
TEL: (614) 466-7420

(P) Mr. Charles W. Seward, III
Director, Student Assistance
Office

Douglas Program:

OHIO STUDENT LOAN COMMISSION
50 West Broad Street
Columbus, Ohio 43266-0504
TEL: (614) 462-6549

(P) Ms. Paula Price
Assistant to the Director

Byrd Program:

STATE DEPARTMENT OF EDUCATION
65 South Front Street
Columbus, Ohio 43266-0308
TEL: (614) 466-3304

(A) Mr. Franklin B. Walter
Superintendent
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OKLAHOMA

SSIG Program:

OKLAHOMA STATE REGENTS
FOR HIGHER EDUCATION
500 Education Building
State Capitol Complex
Oklahoma City, Oklahoma 73105
TEL: (405) 521-2444

(P) Dr. Le Z. Walter
Vice Chancellor for Student
Affairs

Douglas Program:

OKLAHOMA STATE REGENTS
FOR HIGHER EDUCATION
500 Education Building
State Capitol Complex
Oklahoma City, Oklahoma 73105
TEL: (405) 521-2444

(P) Dr. Le Z. Walter
Vice Chancellor for Student
Affairs

Byrd Program:

STATE DEPARTMENT OF EDUCATION
2500 North Lincoln Boulevard
Oklahoma City, OK 73105-4599
TEL: (405) 521-3301

(P) Mr. Jack Strahorn
Associate Superintendent

I

SSIG Program:

OREGON STATE SCHOLARSHIP
COMMISSION
1445 Willamette Street
Eugene, Oregon 97401
TEL: (503) 686-4166

(P) Mr. James A. Beyer
Director,
Grant Programs

Douglas Program:

OREGON STATE SCHOLARSHIP
COMMISSION
1445 Willamette Street
Eugene, Oregon 97401
TEL: (503) 686-4166

(P) Mr. Douglas L. Collins
Deputy Director

Byrd Program:

STATE DEPARTMENT OF EDUCATION
OREGON STATE SCHOLARSHIP
COMMISSION
1445 Willamette Street #9
Eugene, Oregon 97401
TEL: (503) 686-4166

(P) Mr. Jeffrey M. Lee
Director
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SSIG Program:

PENNSYLVANIA HIGHER
EDUCATION ASSISTANCE
AGENCY
660 Boas St., Towne House Apartments
Harrisburg, Pennsylvania 17102
TEL: (717) 257-2800

(P) Mr. Gary D. Smith
Deputy for Grants

Douglas Program:

PENNSYLVANIA HIGHER.
EDUCATION ASSISTANCE
AGENCY
660 Boas St., Towne House Apartments
Harrisburg, Pennsylvania 17102
TEL: (717) 257-4029

(P) Mr. James L. McKelvey
Manager of Special Services

Byrd Program:

STATE DEPARTMENT OF EDUCATION
333 Market Street
Harrisburg, PA 17126-0333
TEL: (717) 787-3785

(P) Mr. Donald Clark
Acting Commissioner

State Agencies 3 - 40

RHODE ISLAND

SSIG Program:

RHODE ISLAND HIGHER
EDUCATION ASSISTANCE
AUTHORITY
560 Jefferson Boulevard
Warwick, Rhode Island 02886
TEL: (401) 277-2050

(P) Mr. Anthony Ferraro
Chief, Scholarship and
Grant Division

Douglas Program:

RHODE ISLAND HIGHER
EDUCATION ASSISTANCE
AUTHORITY
560 Jefferson Boulevard
Warwick, Rhode Island 02886
TEL: (401) 277-2147

(P) Mr. John E. Madigan
Executive Director

Byrd Program:

STATE DEPARTMENT OF EDUCATION
22 Hayes Street
Providence, Rhode Island 02908
TEL: (401) 277-2031

(P) Mr. Anthony J. Carded
Director, Special Assignments
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SOUTH CAROLINA

SSIG Program:

SOUTH CAROLINA HIGHER
EDUCATION TUITION
GRANTS AGENCY
1310 Lady Street
411 Keenan Building
Columbia, South Carolina 29201
TEL: (803) 734-1200

(P) Mr. Edward M. Shannon, III
Executive Director

Douglas Program:

SOUTH CAROLINA STUDENT LOAN
CORPORATION
Post Office Box 21487
Columbia, South Carolina 29221
TEL: (803) 798-0916

(P) Mr. William M. Mackie, Jr.
Executive Director

Byrd Program:

STATE DEPARTMENT OF EDUCATION
Rutledge Office Building
1429 Senate Street
Columbia, South Carolina 29201
TEL: (803) 734-8366

(P) Mr. Wayne Cole
Secondary School Guidance
Consultant

SOUTH DAKOTA

SSIG Program:

DEPARTMENT OF EDUCATION
AND CULTURAL AFFAIRS
Office of the Secretary
700 Governor's Drive
Pierre, South Dakota 57501-2293
TEL: (605) 773-3134

(P) Ms. Roxie Thielen
Administrative Aide

Douglas Program:

DEPARTMENT OF EDUCATION
AND CULTURAL AFFAIRS
Office of the Secretary
700 Governor's Drive
Pierre, South Dakota 57501-2293
TEL: (605) 773-3134

(P) Dr. James 0. Hansen
Secretary of Education
and Cultural Affairs

Byrd Program:

DEPARTMENT OF EDUCATION
AND CULTURAL AFFAIRS
Office of the Secretary
700 Governor's Drive
Pierre, South Dakota 57501
TEL: (605) 773-3134

(P) Ms. Roxie Thielen
Administrative Aide
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SSIG Program:

TENNESSEE STUDENT
ASSISTANCE CORPORAT'ON
Suite 1950, Parkway Towers
404 James Robertson Parkway
Nashville, Tennessee 37219-5097
TEL: (615) 741-1737

(P) Ms. Carol B. Hooper
Program Administrator

Douglas Program:

TENNESSEE STUDENT
ASSISTANCE CORPORATION
Suite 1950, Parkway Towers
404 James Robertson Parkway
Nashville, Tennessee 37219-5097
TEL: (615) 741-1346

(A) Mr. Ron Gambill
Executive Director

Byrd Program:

STATE DEPARTMENT OF
Cordell Hull Building
Nashville, Tennessee 3721
TEL: (615) 741-2731

(P) Mr. Charles E. Smith
Commissioner
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TEXAS I.

SSIG Program:

TEXAS COLLEGE AND
UNIVERSITY SYSTEM
COORDINATING BOARD
Post Office Box 12788
Capitol Station
Austin, Texas 78711
TEL: (512) 462-6325

(P) Mr. Mack C. Adams
Assistant Commissioner for
Student Services

Couglas Program:

TEXAS COLLEGE AND
UNIVERSITY SYSTEM
COORDINATING BOARD
Post Office Box 12788
Capitol Station
Austin, Texas 78711
TEL: (512) 463 9734

(P) Mack C. Adams
Assistant Commissioner for
Student Services

Byrd Program:

TEXAS STATE EDUCATION AGENCY
B. Travis Building
1701 N. Congress Avenue
Austin, Texas 78701-1494
TEL: (512) 463-97;A4

(P) Mr. Gilbert Garcia
Director
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UTAH

SSIG Program:

UTAH STATE BOARD OF REGENTS
355 West North Temple
#3 Triad Center, Suite 550
Salt Lake City, Utah 84180-1205
(801) 538-5233

(P) Ms. Lou Jean Flint
Research & Analyst Student
Financial Aid Program Officer

Douglas Program:

UTAH STATE BOARD OF REGENTS
355 West North Temple
#3 Triad Center, Suite 550
Salt Lake City, Utah 84180-1205
TEL: (801) 538-5247

(P) Dr. Mark H. Spencer
Academic Affairs Officer

Byrd Program:

STATE OFFICE OF EDUCATION
250 East 500 South
Salt Lake City, Utah 84111
TEL: (801) 533-5431

(P) Ms. Vera A. McHenry
Coordinator

215

VERMONT

SSIG Program:

VERMONT STUDENT
ASSISTANCE CORPORATION
Champlain Mill
Post Office Box 2000
Winooski, Vermont 05404
TEL: (802) 655-9602

(P) Mr. Edward J. Franzeim
Director

Douglas Program:

VERMONT STUDENT
ASSISTANCE CORPORATION
Champlain Mill
Post Office Box 2000
Winooski, Vermont 05404
TEL: (802) 655-9602

(P) Mr. Ronald J. Iverson
Executive Director

Byrd Program:

STATE DEPARTMENT OF EDUCATION
VERMONT STUDENT
ASSISTANCE CORPORATION
Champlain Mill
Post Office Box 2000
Winooski, Vermont 05404-2000
TEL: (802) 655-9602

(P) Mr. Ronald J. Iverson
Executive Director

State Agencies 3 - 43



VIRGINIA

a

SSIG Program:

STATE COUNCIL OF HIGHER
EDUCATION FOR VIRGINIA
James Monroe Building
101 North Fourteenth Street
Richmond, Virginia 23219
TEL: (804) 225-2137

(P) Mr. Barry M. Dorsey
Associate Director

Douglas Program:

STATE COUNCIL OF HIGHER
EDUCATION FOR VIRGINIA
James Monroe Building
101 North Fourteenth Street
Richmond, Virginia 23219
TEL: (804) 225-2137

(P) Mr. Gordon K. Davies
Director

Byrd Program:

STATE DEPARTMENT OF EDUCATION
Post Office Box 6Q
Richmond, Virginia 23216-2060
TEL: (804) 255-2071

(P) Mr. Don S. Ayers
Supervisor

State Agencies 3 - 44

SSIG Program:

WASHINGTON STATE
HIGHER EDUCATION
COORDINATING BOARD
908 East Fifth Avenue,
Mail Stop EW-11
Olympia, Washington 98504
TEL: (206) 586-6404

(P) Ms. Shirley A. Ort
Associate Director

Douglas Program:

WASHINGTON STATE
HIGHER EDUCATION
COORDINATING BOARD
908 East Fifth Avenue,
Mail Stop EW-11
Olympia, Washington 98504
TEL: (206) 586-6404

(P) Ms. Shirley A. Ort
Associate Director

Byrd Program:

STATE DEPARTMENT OF
PUBLIC INSTRUCTION
Old Capitol Building FG11
Division of Special Services
Olympia, Washington 98504
TEL: (206) 586-6904

(P) Mr. Gail Hanninen
Supervisor

2:1 6



WEST VIRGINIA

SSIG Program:

WEST VIRGINIA BOARD
OF REGENTS
P.O. Box 3368
950 Kanawha Boulevard East
Charleston, West Virginia 25301
TEL: (304) 348-2101

(P) Mr. John F. Thralls
Director of Student and
Educational Services

Douglas Program:

WEST VIRGINIA BOARD
OF REGENTS
P.O. Box 3368
950 Kanawha Boulevard East
Charleston, West Virginia 25301
TEL: (304) 348-2101

(P) Mr. John F. Thralls
Director of Student and
Educational Services

Byrd Program:

STATE DEPARTMENT OF EDUCATION
1900 Washington Street
Building B Room 358
Charleston, West Virginia 25305
TEL: (304) 348-3691

(P) Mr. John Pisapia
Assistant Superintendent

WISCONSIN

SSIG Program:

HIGHER EDUCATIONAL
AIDS BOARD
25 W. Main Street
Madison, W;:consin 53707
TEL: (608) 266-1660

(P) Mr. Donavan K. Fowler
Administrator, Programs
and Policy

Douglas Program:

HIGHER EDUCATIONAL
AIDS BOARD
25 W. Main Street
Madison, Wisconsin 53707
TEL: (608) 266-1660

(P) Mr. Donavan K. Fowler
Administrator, Programs
and Policy

Byrd Program:

STATE DEPARTMENT OF
PUBLIC INSTRUCTION
125 South Webste Street
Post Office Box 7841
Madison, Wisconsin 53703
TEL: (608) 266-2364

(P) Mr. Arnold Chandler

2:1 7
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SSIG Program:

WYOMING COMMUNITY
COLLEGE COMMISSION
2301 Central Avenue
Barrett Building, 3rd Floor
Cheyenne, Wyoming 82002
TEL: (307) 777-7763

(P) Mr. Oliver M. Sundby
Community College
Program Representative

Douglas Program:

Not participating

Byrd Program:

STATE DEPARTMENT OF EDUCATION
Hathaway Building
Cheyenne, Wyoming 82002
TEL: (307) 777-7675

(P) Ms. Audrey M. Cotherman
Deputy State Superintendent

a a

SSIG Program:

AMERICAN SAMOA
COMMUNITY COLLEGE
Board of Higher Education
c/o American Samoa Government
Pago Pago, American Samoa
96799-2609
TEL: (684) 639-9155

State Ageficies 3 - 46

(A) Dr. Eneliko Sofaii
President

Douglas & Byrd Programs:

Not participating

SSIG Program:

UNIVERSITY OF GUAM
Financial Aid Office
UOG Staticri
Mangi lao, Guam 96923
(671) 734-4469

(P) Ms. Rita Okada
Financial Aid Director

Douglas & Byrd Programs:

Not participating

NORTHERN MARINA ISLANDS'

NORTHERN MARIANAS COLLEGE
Post Office Box 1250
Saipan, CM 96950
TEL: (670) 234-7542

(P) Mr. George K. Pangelian
Financial Aid/Veterans
Administrator

2.1 8



OFFICE OF THE RESIDENT
REPRESENTATIVEJCOMMONWEALTH
OF THE NORTHERN
MARIANA ISLANDS:

Mr. Herman T. Guerrero
2121 R Street, N.W.
Washington, D.C. 20008
TEL: (202) 673-5869

Douglas Program:

NORTHERN MARIANAS COLLEGE
Post Office Box 1250
Saipan, CM 96950
TEL: (670) 234-7542

(P) Ms. Jean B. Ulopai
Dean of Student Affairs

Byrd Program:

Not participating

PUERTO RICO

SSIG Program:

COUNCIL ON HIGHER
EDUCATION
Box F UPR Station
Rio Piedras, Puerto Rico 00931
TEL: (809) 758-3350

(P) Mr. Ramon Burgos-Diaz
Associate Executive
Secretary

Douglas Program:

COUNCIL ON HIGHER
EDUCATION
Box F UPR Station
Rio Piedras, Puerto Rico 00931
TEL: (809) 758-3350

(P) Mr. Ramon Burgos-Diaz
Associate Executive
Secretary

Byrd Program:

DEPARTMENT OF EDUCATION
Post Office Box 759
Hato Rey, Puerto Rico 00919
TEL: (809) 753-1623

(P) Mr. Ramon Ramos Alvardo
Assistant Secretary

TRUST TERRITORY OF THE
ACIFIC l$LANDS---

SSIG Program:

COLLEGE OF MICRONESIA
Drawer F, Kalonia, Ponape
E.C. Islands, Trust Territory 96941

(P) Mr. Singeru Singeo
Executive Director & Acting
Chancellor

Douglas & Byrd Programs:

Not participating

VIRGIN ISLANDS

SSIG Program:

VIRGIN ISLANDS BOARD
OF EDUCATION
Post Office Box 11900
St. Thomas, Virgin Islands 00801
TEL: (809) 774-4546

(P) Ms. Carmen Luzunaris
Financial Aid Officer

219 State Agencies 3 - 47



Douglas & Byrd Programs:

Not participating

INIIIIIIIIIIMMIINEIINIIMMISMIIIIMMIE11111

CENTRAL DEPARTMENT
OF EDUCATION STAFF
FOR STATE GRANT
PROGRAMS OPERATED
BY STATES

Ms. Bonnie Gold:
Acting SSIG Section Chief

Ms. Jacquelyn C. Jones:
Secretary

Mr. Charles Brazil:
Mr. Douglas D. Laine:

Program Specialists

CENTRAL OFFICE MAILING
ADDRESS:

Office of Student Financial
Assistance/Office of
Postsecondary Education
U.S. Department of Education
400 Maryland Avenue, S.W.,
ROB #3 Room 4018
Washington, D.C. 20202
TEL: (202) 732-4507

Mil MI CI III El MI 1111 III El DE IN El IN SE Nel 113 1111 Iii
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Prepared by:

Development Section
Division of Training and Dissemination
Office of Student Financial Assistance
U.S. Department of Education
400 Maryland Avenue, S.W.
ROB-3 Room 4051
Washington, D.C. 20202

Discrimination Prohibited

No person in the United States shall, on grounds of race, color, or national
origin, be excluded from participation in, be denied the benefits of, or be
subjected to discrimination under any program or activity receiving Federal
financial assistance, or be so treated on the basis of sex under most education
programs or activities receiving Federal assistance.

Material contained in this publication is in the public domain and may be
reproduced, fully or partially, without permission of the Federal Government.
Source credit is requested though not required.
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INTRODUOTION &
PROGRAM UPDATE

_.#

The purpose of this chapter of the Federal Student Financial Aid Handbook is to
describe how a school calculates and pays Pell Grant awards to eligible students,
and how it reports those payments to the Office of Student Financial Assistance
(OSFA).

To put it simply, this chapter concerns itself with what the school must do after the
student has submitted a valid Student Aid Report (SAR) with an eligible Student Aid
Index (SAI). If you want to know more about the application process or verification
procedures, you may wish to consult one of the following OSFA publications: The
Pell Grant Formula, The Congressional Methodology, the sections on "Financial
Need" and "Using the Federal Processing System" in Chapter Two of this
Handbook, or the Verification Guide. An outline of the Pell Grant process and the
appropriate reference material is provided at the end of this introduction.

This chapter is divided into sections covering the basic steps in the Pell Grant award
process at the school: confirming student eligibility, calculating the award,
recalculating the award (if necessary), collecting overpayments, and reporting
expenditures to the Department. In addition, there is a separate section for
calculation procedures in special programs, such as programs of correspondence
study or programs with non-standard terms. In some cases, the text will refer you to
Chapter 2 of this handbook ("General Program Requirements") for a full discussion
of issues that affect all of the OSFA programs, such as satisfactory progress, the
eligible program definition, the refund and repayment formulas, etc.

225
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REAUTHORIZATION CHANGES

The Higher Education Amendments of 1986 reauthorized the.Pell
Grant Program and other student financial assistance programs
administered by the U.S. Department of Education. We have used a
margin note to identify each place where a change has been made

based on the amendments.

Many of the reauthorization changes that we have noted were effective for the 1987-
88 award year. However, reauthorization made several major changes to the need
analysis for the Pell Grant Program that will be effective for the 1988-89 award year.
These changes are discussed in detail in the Pell Grant Formula, and Chapter 2
("General Program Requirements") of this Handbook. The most significant change
is the authority of financial aid administrators to adjust the Student Aid Index for a
Pell Grant applicant. The major programmatic change that affects this chapter of the
Handbook concerns the student's cost of attendance (see Section Two).

Several changes have been made to the Pell Grant regulations, as published on
October 14, 1987. In most cases, these changes simply implement new statutory
requirements that were already effective for 1987-88 (as discussed in the 1987-88
edition of this Handbook). In addition, the name of the the Pell Grant Electronic Pilot
Project was changed to the Pell Grant Electronic Data Exchange. Unlike the Pilot
Project, the Electronic Data Exchange is open to all schools participating in the Pell
Grant Program (see Section Seven).

KEY TERMS
1111Elt,

We will be using several common acronyms and other terms in this chapter to
simplify the discussion.

ED or the Department: The U.S. Department of Education.

OSFA programs: The programs administered by the Office of Student Financial
Assistance, within the Department of Education. The OSFA grant programs are Pell
Grants, Supplemental Educational Opportunity Grants, and State Student Incentive
Grants. The OSFA loan programs are Perkins Loans (formerly National Direct/
Defense Student Loans), Income Contingent Loans, Guaranteed Student Loans,
PLUS Loans, and Supplemental Loans for Students. A third kind of program is the
College Work-Study Program. These programs are also known as theTitle IV
programs, because they are authorized by Title IV of the Higher Education Act. (The
Title W programs also include the Byrd Scholarship Program, and the Consolidation
Loan Program.)

SAI: The Student Aid Index, which is a number showing the student's expected
family contribution for the Pell Grant Program. This number is printed on the

Introduction 4 - 2 226
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Student Aid Report and is used to look up the student's award.

SAR: The Student Aid Report. A three-part document produced by the Federal
Student Aid Application Processing Center. The SAR shows the information
reported by the student on his or her financial aid application. The SAR is sent to
the student by the Processing Center, and must be submitted by the student to the
school for payment.

2s),
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1

School verifies
information on the

Student Aid Report (if
necessary), using tax

return and other
documents.

tal Rot
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The Verification Guide
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OSFA programs.
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SECTION ONE:
STUDENT ELIGIBILITY

Unlike the campus-based programs (see Chapters 5-8 of this Handbook),
a student's eligibility for a Pell Grant does not depend on the availability of
funds at the school. The Department provides funds to each participating
institution to pay eligible students, based on the number of students who
have submitted Student Aid Reports to that institution. The funding
process is discussed in Section Seven.

Because the Secretary pays Pell Grant awards to all eligible students, the
school is not responsible for selecting Pell Grant recipients. However, the
school must ensure that a recipient meets the eligibility requirements for
the Pell Grant Program, as discussed below.

GENERAL ELIGIBILITY REQUIREMENTS

Most of the student eligibility requirements for the Pell Grant Program are
common to all the OSFA programs. These general requirements are
discussed in greater detail in Chapter 2 (General Program Requirements).
Briefly, for a student to be eligible to receive assistance from the OSFA
programs, he or she must --

E> be either a U.S. citizen or an eligible non-citizen

E> be enrolled at least half-time as a regular student in an eligible
program at an eligible school*

E> have a high school diploma or its recognized equivalent (or be
above the age of compulsory school attendance in the State where
the school is located and have the ability to benefit from the course
of study at the school)

* Schools may award campus-based aid to students who are enrolled less
than half-time.

230



Student Aid
index

EXAMPLE

c be making satisfactory progress in his/her course of.study

c file a Statement of Educational Purpose, a Statement of Selective
Service Registration Status, and a Certification Statement on
Refunds and Defaults with the school

A student is not eligible for OSFA funds if he or she

c is enrolled in an elementary or secondary school

E> is in default on a student loan or owes a refund on a student grant
from the OSFA programs

c has borrowed in excess of the annual or aggregrate loan limits for
the OSFA loan programs

c is a member of a religious order

In addition, if a student transfers from one postsecondary school to an-
other, the student must arrange to have a financial aid transcript sent to
the new school by the previous school (or schools, if the student has at-
tended more than one postsecondary school). See Chapter 2 of this
Handbook for a discussion of the financial aid transcript.

FINANCIAL NEED

To be eligible for the Pell Grant, a student must have an eligible Student
Aid Index (SAI). This number is an index of the student's ability to
contribute to the cost of education. Thus, the neediest students will have

an SAI of 0, and may be eligible
for the maximum award, if their
cost of education (also known
as cost of attendance) is high
enough.

IWZ ZZ ZZ 1.04.,

//

//
//
/

//
////

1988-89 Scheduled Awards based on a cost of
attendance of at least $3700 (Example only
DO NOT USE TO MAKE AWARDS)

SAI 0 300 600 900 1200 1500

Award 2200 1942 1597 1251 906 560

As the SAI (expected contribution) increases,
the Scheduled Award decreases.

Student Eligibility 4 - 8 231

As the SAI increases, the
amount of the award decreases,
and after a certain point, the
award becomes zero. For the
1988-89 award year, the cutoff
point is any SAI greater than
2000.



The SAI is printed on the Student Aid Report, which is the official notice of
the student's eligibility (or ineligibility) for a Pell Grant. The SAI is
computed by the Federal processing center in Iowa based on the
information reported by the student on the financial aid application. The
processing center sends the Student Aid Report directly to the student. To
be paid a Pell Grant,the student must submit the SAR to the school while
enrolled and eligible. The school must retain a copy of the SAR (Parts 1
and 3) for each student to whom it pays a Pell Grant.

Although the SA1 is computed by the Federal processing center and
recipients are in effect selected through the use of the Pell Grant formula
and use of the Payment Schedule, the school plays an increasingly
important role in the application and need analysis processes for the Poll
Grant Program.

The Higher Education Amendments of 1986 contain a new provision
(effective for the 1987-88 award year) that permits a school to make a first
payment to a student before receiving the Student Aid Report (SAR) under
certain circumstances. For instance, if you have received the student's
official SAI and financial information (on the full data tape or MDE output
document), you may make a first payment without waiting for the student
to receive the official SAR. In addition, if you discover an error in the
student's information on the SAR, full data tape, or MDE document, you
may recalculate the SAI based on the correct information and make a first
payment to the student at that time, while the student corrects Part 2 of the
SAR and sends it to the Federal processing center for reprocessing. (In
previous years, a payment could not have been made until the student
brought the corrected, reprocessed SAR to the school.) The school may
not make another payment to the student until it receives the valid SAR. If
the student never submits a valid SAR the school must return the amount
of the first payment to the Pell Grant account. (See "Using the Federal
Processing System" in Chapter Two of this Handbook for information on
how to report recalculations on the SAR.)

An additional change made by the Higher Education Amendments
becomes effective for the 1983-89 award year. For the first time, a
financial aid administrator may adjust the Student Aid Index to take into
account individual circumstances. (Financial aid administrators have
always had the authority to make individual adjustments to the Famill
Contrihution (FC) for the GSL and campus-based programs.) Again,
please see Chapter Two for more information.

The Higher Education Amendments also established a new definition of an
independent student, which was effective for the 1987-88 award year.
This definition remains basically the same for the 1988-89 award year,
with several minor alterations. Since the independent student definition
affects all of the OSFA programs, it is discussed in Chapter Two.

232
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Student Eligibility 4 - 9



Verification

Receipt of
degree

Length of
undergraduate
study

However, please remember one important feature of the new definition for
the Pell Grant Program: the school may now make a documented
determination that a student is independent due to circumstances other
than those specified in the law. This is known as the "dependency status
override" (see Chapter 2).

Another area of responsibility for schools in the application process is the
verification of information on the student application, which began in the
1978-79 award year. If the SAI on the Student Aid Report has an asterisk,
the school must verify the student's information in accordance with the
regulatory requirements, unless the 30% verfication limit has been
exceeded (see the Verification Guide or Subpart E of the General
Provisions). In most cases, the student is required to submit IRS forms to
verify his or her own income, and the income of his or her parents and
spouse. If the student is selected for verification, and in the course of
verification the school discovers an error on the Student Aid Report, the
school may use the recalculation option described above to make a first
payment to the student while the corrected SAR is being reprocessed.
Other payment options, including the use of tolerances and the Zero SAI
charts, are described in the Verification Guide.

Although postsecondary institutions are not directly involved in the
application process, many schools offer students counseling and other
assistance in filling out the financial aid application. Helping students to fill
out the form often eliminates the need for corrections to the SAR, which
could delay the student's award.

UNDERGRADUATE STUDENT

A student must be an undergraduate student to receive a Pell Grant. The
regulations define an undergraduate student as a student who is enrolled
in an undergraduate course of study, and who has not earned a
baccalaureate or first professional degree. (By "professional degree," we
mean degrees offered by professional programs such as pharmacy,
dentistry, or veterinary programs.)

An undergraduate course of study under this definition is one which
usually does not exceed 4 academic years, or which is a program of 4-5
academic years designed to lead to a first degree. If the program is more
than 5 years in length (for example, a 6-year pharmacy program), then
students enrolled in that program are only considered undergraduate
students for the first 4 academic years of the program.

233
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Note that a student who has already received an associate's degree, but
enrolls in another undergraduate program would continue to be
considered an undergraduate student until he or she has completed the
academic curriculum requirements for a first bachelor's degree. (This is
true for any student who has received a certificate or diploma at less than
the baccalaureate level.)

DURATION OF ELIGIBILITY
11131111:111

The duration of a student's eligibility is defined in the Pell Grant
regulations as the period of time required for the student to complete the
first undergraduate baccalaureate course of study.

Occasionally, a student will complete the requirements for a bachelor's
degree, but will continue taking undergraduate courses without accepting
the degree. The school must decide al what point it considers the student
to have completed the baccalaureate course of study: when the student
completes the requirements for the degree, or when the student actually
receives the degree. If the school considers the student to have
completed the baccalaureate course of study, the student is no longer
eligible to receive a Pell Grant.

The Higher Education Amendments of 1986 set an additional limit on the
duration of student eligibility. This limit applies to students who receive a
Pell Grant for the first time in the 1987-88 award year or subsequent
award years. The period of Pell Grant eligibility is 5 academic years for
students enrolled in undergraduate programs requiring 4 years of study or
less. (If the program requires more than 4 academic years of study, the
period of Pell Grant eligibility is limited to 6 academic years.)

Non-credit and remedial coursework taken by the student is not counted
toward the 5 or 6-year limits. The school may waive this limit for a student
who was not able to make satisfactory progress because of undue
hardship. The law specifically mentions cases where a relative of the
student has died, or the student has been injured or ill, but also includes
any other special circumstances as determined by the school.

The Department will use the Pell Grant Disbursement System (described
in Section Seven) to monitor the Pell eligibility of students who receive
their first Pell Grant in 1987-88 or later. Pell eligibility will be measured by
c )mparing the actual disbursement to the student's Scheduled Award for
an award year. If the student received a full Scheduled Award, obviously,
the processing system will count that as one academic year of Pell
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eligibility used. On the other hand, if the student only received a portion of
-a Scheduled Award, only that portion of Pell eligibility would be counted as
used. (For example, if the student with a Scheduled Award of $1800 only
attended one of two terms in the academic year, the student would have
only received $900, and thus would only have used half of an academic
year of Pell Grant eligibility).

The processing system will "flag" the Student Aid Reports for students that
appear to have used all of their Pell eligibility, beginning in the 1992-93
award year. Bear in mind that the Pell Grant Disbursement System does
not collect information on non-credit or remedial coursework, and thus will
not be able to exclude such courses from consideration. The financial aid
administrator at the school will be able to override the processing system
for students who received Pell Grants for non-credit or remedial
coursework, or who have special circumstances.

To be able to make override decisions, the financial aid administrator will
need to use the school's records. For purposes of tracking Pell eligibility,
the Department of Education has advised schools to use the regular, full
credit or clock hours that were counted in the student's enrollment status,
excluding non-credit or remedial work. For term schools using credit
hours, the total regular hours taken by the student during a payment
period should be divided by the minimum standard for full-time enrollment
for an academic year.

If the student took more hours than the school's minimum full-time
standard for the payment period, use the full-time standard instead of the
actual hours taken, as shown in the first example on the facing page.

The second example shows a situation where the student is considered to
be enrolled half-time for three terms, based on a combination of regular
and non-credit coursework. However, the non-credit coursework is not
counted when figuring how much Pell Grant eligibility has been used for
the year. Similarly, in the third example, the student took 9 hours of
regular coursework each semester, while the remedial work is excluded.

23 5
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EXAMPLES:
(assume minimum full-time enrollment status for
term is 12 credit hours)

Student takes 15 hours of regular coursework one semester.

12Lotati,oL counted 1/2 of an academic year24 Hours (full-time for year)

Student is paid as a half-time student based on 3 hours non-credit,
and 3 hours regular coursework for three consecutive quarters.

9 Total regular hours counted

36 Hours (full-time for year)
= 1/4 of an academic year

Student is paid as a full-time student for two semesters, based on
9 regular credit hours and 3 hours worth of remedial work for the
first semester, and 9 regular credit hours and 6 hours of remedial
work the next semester.

9 Total regular hours counted

24 Hours (full-time for year)
= 3/8 of an academic year

This calculation is the same for both semesters. The student is
considered to have used 9 credit hours in each semester, which
is 3/8 of an academic year. (The total eligibility used for both
semesters is 3/4 of an academic year.)

Because these are slightly different calculations than those used by the
Pell Grant Disbursement System, in some instances there will be
discrepancies between the processing system and the school's calculation
of the amount of Pell used. In these cases, the financial aid
administrator's calculation must be used, since the Disbursement System
does not provide a precise accounting of the student's use of Pell
eligibility.

36
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SUBMISSION OF AN SAR

To establish eligibility for a Pell Grant, a student must submit a valid
Student Aid Report (SAR) to the financial aid office within certain
deadlines. In most cases, the student must submit the SAR while enrolled
and eligible for payment, and no later than the end of the award year
(June 30, or, if June 30 falls on a weekend or holiday, the next working
day after June 30). If the student leaves school or completes the program
before submitting a valid SAR, the student is not eligible for a Pell Grant.

This deadline is extended for students who are unable to submit a
reprocessed SAR in time because they are undergoing verification. The
verification extension gives the student an additional 60 days after his or
her last day of enrollment to submit the SAR, not to extend beyond
September 1 following the end of the award year. To qualify for this
extension, the student must have submitted an SAR with an eligible SAI to
the school while the student was enrolled and eligible for payment.

01)1988489 Sapient Aid Report
Federal Student Aid Programs
Part 14nfixmatIca Common,

SAI:
INSTRUCTIONS
mmorsavawawatwomwormare
sawarammvaswomumwatiatte
mormearsowiamwormasows

aterantreravawaverastworeanagav
arnwrattoeurawraaaltaatestameat

The Student Aid Report consists of three parts,
which serve different purposes. Part I of the
SAR is an eligibility letter to the student, with the
student's information printed on the reverse. The
school must retain this part in its files. Part 2 of
the SAR is known as the "Information Review
Form" or the "Information Request Form," and is
used by the student to make corrections, if
needed. It is very important that the student
review the information on Part 2 of the SAR to
make sure that it is accurate. because the

information on Parts 1 & 2 of the SAR can be used to make awards for
any of the OSFA programs, these two parts of the SAR are discussed in
greater detail in Section Three, Chapter Two ("Generk.., Program
Requirements").

If the student has an eligible SAI, the SAR will include Part 3, known as
the "Payment Document." The school fills out the award information on
this part and sends it to the Pell Grant Program. After processing, a new
copy of the Payment Document is sent to the school for its files. We will
discuss the handling of Part 3 of the SAR in Section Seven, of this
chapter, "Reporting Expenditures."

237
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SECTION TWO:L CALCULATING THE PELL GRANT

Despite appearance,, calculating a Pell Grant is actually fairly simple.
Once the cost of attendance has been figured, the student's annual award
can be looked up on the Payment Schedule issued by the Department of
Education for that year. In fact, at most schools the only real calculation
that is necessary is to divide the annual award into the correct amount for
each payment period.

There are four basic steps to calculating a Pell Grant award:

STEP Raw@ eh@ Cost off
AgIVIIDCUMDID@

STEP.

STEP

Calculating
the Grant:
Four steps

aup eh@
Sohodanll'od Award

Loak up eh@ partighoo awar
(If necessary)

STEP
.
YOL 4
asa.

celgagilme0 eh@ porn@ne ffor
eh@ paybro@ove porllod

ACADEMIC YEAR

1/2
.ww /0. 4'.'" V 5,5 gt 1 4%, e rff f z 0 s.,l Yij`',

1/2
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Award year

Scheduled
Award

In essence, these steps adjust the Poll Grant award to take into account
the student's cost of attendance, enrollment status, ability to contribute to
education, and the amount of coursework taken in the award year.

In this section, we will review these basic steps in calculating a Pell Grant
award. Pell Grant calculations for most clock hour and credit hour
programs can be performed by following these steps. However, there are
some relatively unusual programs for which different calculations must be
used, such as programs of correspondence study and programs with non-
standard terms. These calculations are discussed later. After you have
completed this section on the basic Pell Grant calculations, check the next
section on "Special Program Considerations" to see if any of the programs
at your school require other calculations.

THE SCHEDULED AWARD AND OTHER KEY CONCEPTS

A student may be paid no more than one Scheduled Award for an award
year. The award year begins on July 1st of one year and ends on June 30
of the next year.



The concept of the Scheduled Award is important because it limits the
student to a maximum payment for the award year, based on the SAI and
the cost of education. The Scheduled Award may not be exceeded, even
if the student transfers to another institution or attends a summer session.

On the other hand, there are several situations in which the student will
receive less than a full Scheduled Award. Remember that the Scheduled
Award is the amount that the student would receive If the student were
enrolled full-time for a full academic year. For instance, if a
student attends two terms as a half-time student (at a credit hour school),
the student would receive half a Scheduled Award. Or, if the student
enrolled full-time in a program late in the award year and only completed
half of an academic year in that program, he or she would only receive
half of a Scheduled Award.

Each school defines the length of the academic year for its programs.
However, the Pell Grant regulations define the minimum length of an
academic year that can be used in Pell Grant calculations.

For a program that
uses:

The academic year
must be at least:

Semesters
Trimesters
Quarters

2 Semesters
2 Trimesters
3 Quarters

Clock hours 900 Clock hours

Credit hours
without terms

24 Semester hours
or

36 Quarter hours

Depending on the academic nature of the programs involved, a school
may wish to use a different definition of an academic year for different
programs. For instance, it may set an academic year of 900 clock hours
in one program and 1200 clock hours in another. The school may even
use a different academic year for an evening program, as opposed to a
day version of the same program, as long as the definitions meet the
minimum requirements for an academic year.

The academic year is used to measure the amount of coursework that the
student will complete in the award year. A student can be paid for no
more than one academic year's worth of coursework in an award year. If
the student enrolls for less than a ful! academic year within the award
year, the actual Pell Grant payment the student receives will be less than
his or her Scheduled Award.
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FIGURING THE COST OF ATTENDANCE

The cost of attendance is one of the two numbers that you will use to look
up the Scheduled Award. (The other number is the Student Aid Index,
which is printed ott the SAR.) The cost of attendance is always based on
the cost for a full-time student for a full academic year. Adjustments for
part-time enrollment, and for students who attend less than an academic
year are made later, in Steps 3 and 4.

Once the student's award has been calculated, you will also have to report
the cost of attendance on Part 3 of the student's SAR (Item #3). To make
reporting easier, a school may establish up to ten standard Pell cost of
attendance budgets for the 1988-89 award year. (See the section on
"Reporting Expenditures" for information on how to use the Institutional
Payment Summary to create standard budgets.) For instance, a school
could establish a standard budget "A" for students who live on campus,
"B" for students who live with their parents, "C" for students who live off-
campus but not with their parents, and so forth. Then the school can
simply fill in the appropriate letter for the cost of attendance on the SAR,
rather than fill out the 'kill number.

The Pell Grant cost of attendance is restricted to four components:

tuition and fees,

M a limited allowance for living expenses ( room and
board, books, supplies, transportation, and
miscellaneous expenses),

a limited allowance for child care expenses,

M handicapped expenses.

The Pell Grant cost of attendance for a student will be different from the
cost of attendance used for the campus-based and Guaranteed Student
Loan programs, because of the way the all( Nance for living expenses is
set up. (See Chapter Two, Section Two, for comparison.)

Beginning with the 1988-89 award year, financial aid administrators have
the authority to make individual adjustments to the Pell Grant cost of
attendance based on special circumstances. (This change was made by
the Higher Education Amendments of 1986.) However, if an adjustment is
made to the Pell Grant cost of attendance, a comparable adjustment must
also be made to the studen, s campus-based and GSL cost of attendance,
unless the component is different (e.g., "child care" for Pell Grants vs.
"dependent care" for the other programs). The adjustment may exceed
the limits on living expenses and child care expenses.

Calculations 4 - 18 241



TUITION AND FEES
111M111/21P

For full-time students, a school may use either the actual or the average
amount charged for tuition and fees for a full academic year.

If you pay students based on their enrollment status (i.e., in a credit hour
program with terms), you will have to use the average tuition charges for
full-time Vudents to figure the cost of attendance for part-time students. Costs forThis is because the Pell Grant cost of attendance is always based on the part-timecosts for a full-time student. At schools that charge by the credit hour, the studentscost for part-time students should be a standard figure based on the
typical hours taken by full-time students at that school. Note that the full-
time tuition cost is always based on full-time attendance for a full
academic year the cost is never increased if the student attends an
additional session in the summer, or reduced if the student only attendsone term.

Actual or
average

If tuition and fees are charged to the student for the entire program, and
ti;3 program is longer or shorter than an academic year, the charges must
be pro-rated to establish the student's cost for one full academic year.
The same fnrmula works in either case:

Tuition andTte,-,m and Fein v jorq in the Academill1:,--x_ =
Fees forfor Program A Hours in the Program

Academic Year
1

EXAMPLE 1:

A 1200-hour program has a tuition and fee charge
of $3,000. (Academic Year = 900 hours.)

ours_$3,000X 900 h
$2250

1200 hours

EXAMPLE 2:
A 600-hour program has a tuition and fee charge
of $2,000. (Academic Year = 900 hours.)

$2,000 X 900 hours=
$3000

600 hours

242

Pro-rate
to find
tuition
costs
for an
academic
year

Calculations 4-19



Uniform
compulsory
fees

The tuition charge may include any additional amount charged to "out-of-
State" or "out-of-District" students. (Schools that use average charges are
no longer required to develop a separate average charge for tuition and
fee charges that are based on residency, though this is certainly
permissible and often desirable.)

The law allows the school to include "uniform compulsory fees" with
tuition charges in the cost of attendance. Some charges made to the
student are not tuition and fee costs, but are considered part of the
allowance for living expenses. For instance, library and parking fines are
not considered tuition and fee costs. Similarly, the cost of purchasing
books or supplies, or of commuting to school may not be included in
tuition and fees, because these costs are considered to be a part of the
allowance for living expenses. The chart on the next page gives examples
of charges that have traditionally been considered tuition and fee costs,
and charges that have been considered part of the student's
miscellaneous expense allowance (now part of the living expense
allowance), based on policy interpretations in recent years.

In previous years, the amount of tuition and fees was never reduced when
the student received other student financial aid that helped pay those
costs. However, financial aid administrators may now use professional
judgement to adjust the Pell Grant cost of attendance when the student
has other aid that pays those costs. (The financial aid administrator also
has the authority to adjust the student's SAI to take into account other
resources the student might have -- see Section Six.)

LIMITED ALLOWANCE
FOR LIVING EXPENSES

In addition to the tuition and fees, the Pell Grant cost of attendance
includes a limited allowance for living expenses (room and board costs,
books, supplies, transportation, and miscellaneous expenses).* The
school establishes these allcwances for living expenses, based on the
typical costs for its students. As in years past, thn school may establish
any number of cost categories (within the limits described below) for
students in different living situations. As was the case with tuition and
fees, always remember to estimate the student's costs for a full academic
year, even if he or she will be attending less than an academic year.

* In previous years there was a standard $400 allowance for books,
supplies and miscellaneous expenses, and a separate allowance for room
and board. These allowances have been combined by the Higher
Education Amendments of 1986 into a single category.

Calculations 4 - 20
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Tuition and
Fee Costs

Miscellaneous Costs
(Covered under living expense
allowance do not Include In
Tuition and Fees)
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Book rental
Computer use fee
Dictation tape rental fee
Equipment breakage fee
Equipment rental
Flight fee
Gymnasium use fee
Laboratory fee
Music instrument rental
Physical education fee

`Diploma fee
Graduation fee
Interview (if required by

school for graduation)

\s\TI
,Neet&

Beauty kit purchase
Book purchase
Contingency fee (deposit)
Deposits
Equipment purchase
Learning resources fee
Music instrument purchase
School pin fee
Supplies
Tools purchase
Uniform purchase

N.7; s"WtT4i'AWszs.

Licensing fee
Placement (by outside firm)
Academic transcript fee

4101M21,Thi!..t&ant kwatultamk,,,==,

Activity fee (e.g., athletics,
student newspaper, etc.)

Application fee (admissions,
processing)*

Health services fee (for
services provided by school)

Registration fee
Student body fee

7017,:WZns.
\\,%

Change of program fee
Credit by examination fee
Deferred finance charges
Deferred tuition fee
Deposits
Finance charges
Health insurance (outside agency)
Insurance fee (outside agency)
Late registration fee
Parking permits
Refundable fees (damage,

cleaning, etc.)
Sales tax

*Note that the Higher Education Act of 1986 provides that a school may not
charge students a fee for processing or handling any application, form, or
data required to determine the student's eligibility for financial aid
from the OSFA programs.
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STEP

Allowance
for child care

Allowance
for handicap-
ped students

As mentioned before, the law sets a limit on the allowances for living
expenses in the Pell Grant program. The allowance may not exceed
$1,600 for a student who has no dependents and who lives at home with
his or her parents while going to school. Note that the $1,600 limit applies
to students who are single or married, dependent or independent,
provided that they do not have dependents, and live at home with their
parents. For all other students, including those living on-campus, the
allowance for living expenses is limited to $2,200.*

If it wishes, the school may designate reasonable amounts within the
allowance for living expenses that are intended to cover the student's
costs for room and board, books, supplies, transportation, and
miscellaneous expenses. This amount may vary from program to program
(for example, the books and supplies for a biology program might be more
expensive than books for an education program). Some financial aid
administrators have said that they find it helpful to designate the amounts
used for these expenses, in order to justify and document the studant's
total costs, and to make individual adjustments where necessary.

CHILD CARE AND HANDICAPPED EXPENSES

The law has included an allowance, not to exceed a total of $1,000, for
child care expenses for all of the student's dependent children. An
allowance for child care can be included if the student has a dependent
who is a child, and the child care is necessary to enable the student to go
to school. A "child" is defined as a boy or girl who is too young to take
care of him or herself without supervision (generally, 12 years or younger).
A child is considered dependent on the student if the child can be included
in the student's household size.

An allowance must also be included for the costs of special services and
equipment for a handicapped student to attend school. The financial aid
administrator should base the allowance on the costs of that student. A
student is handicapped if he or she is deaf, mentally retarded, hard of
hearing, speech or language impaired, visually handicapped, seriously
emotionally disturbed, orthopedically impaired, or is otherwise health
impaired, or has specific learning disabilities that require special education
and related services.** There is no fixed limit to the allowance for
educational expenses related to a handicap. However, you should be
careful not to include costs for services or equipment that are provided
free of charge by other assisting agencies.

* The $1,600 and $2,200 limits are tied by law to the maximum Pell Grant
award for the award year. If the maximum Pell Grant award changes in
future years, these limits will also change.

** As defined in section 602(1) of the Education and Handicapped Act, as
amended (20 U.S.C. 1401). 245
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LOOKING UP THE SCHEDULED AWARD

Once you have figured the student's cost of attendance, you can use the
full-time Payment Schedule to look up the student's Scheduled Award.

(You may not even have to use the printed Payment Schedule
if your school has a computerized version of the Payment

Schedule.)

EXAMPLE:

The Scheduled Award is the amount that
a student would receive for full-time

attendance for a full academic year. A student
may not be paid more than a Scheduled Award
for an award year.

A student enrolls in a clock-hour program that is 1350 hours
long, and has an academic year of 900 hours. The first
payment period begins in November of 1988. The student
receives a fuIl Scheduled Award for the first two payment
periods (900 hours), and thus cannot receive a payment for
the third payment period that occurs in that award year.

1988

1989

January December

The same limitation that is shown in this clock hour example applies to
students at traditional schools who enroll in a summer session after
attending a full academic year on a full-time basis. However, if the
summer term occurs at least partially in the next award year, the student
could be paid for the summer term out of the next award year's funds. At
the end of this section, we will discuss how to ensure that transfer
students and students enrolled in summer terms do not receive more thanO a Scheduled Award for the award year.
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Enrollment
status chart

In some situations, the student will receive less than a Scheduled Award,
(if the student attends less than a full academic year, or is enrolled less
than full-time). If your school uses academic terms, such as a semester,
trimester, or a quarter, you will have to use the half-time and 3/4-time
Disbursement Schedules to look up awards for part-time students (see
Step 3). If your school does not use academic terms, you can go directly
to Step 4, which explains how to calculate the amount of the award that
can be paid for a payment period.

PART -TIME AWARDS

If your institution is a clock hour school, or a school that does not use
terms (such as a semester or a quarter) to measure progress, then you
simply need to make sure that a student is enrolled as at least a half-time
student to be eligible (see "Half-time enrollment" in Section One).
Proceed to Step 4 to calculate the student's payment for a payment
period.

If your school uses credit hours and academic terms to measure progress,
then you must use the student's enrollment status (1/2-time, 3/4-time, or
full-time) to calculate the amount of his or her payment. A school may use
its own standard for enrollment status, provided the standard meets the

c
To be
considered --

A student must take
at least --

Half-time 6 Semester or quarter hours per term
or

12 semester or 18 quarter hours per
academic year for non-term programs

3/4-time 9 Semester or quarter hours per term
or

18 Semester or 27 quarter hours per
academic year for non-term programs

Full-time 12 Semester or quarter hours per term
or

24 Semester or 36 quarter hours per
academic year for non-term programs

minimum requirements defined in the regulations. Once a school has set
its standards for enrollment status, it must use those standards
consistently.
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If a student is enrolled full-time, then the "annual award" for the student
would be the same as the Scheduled Award that you looked up on the full-
time Payment Schedule. If the student is enrolled part-time, however, the
annual award is taken from the 3/4-time or 1/2-time Disbursement
Schedules, as appropriate. In either case (full-time or part-time), the
annual award represents the amount you would expect to pay the student
for a full academic year if his or her enrollment status remained the same.
If the student's enrollment status changes from one term to the next, you
must recalculate the Pell Grant award using the new enrollment status. If
the student's enrollment status changes within a term, you may have to
recalculate the award under certain circumstances (see Section Five for
information on recalculations).

CALCULATING THE PAYMENT FOR A PAYMENT PERIOD

The academic year is divided into payment periods. Instead of paying the
student the entire Pell Grant award at the beginning of the course of study,
the school must pay the award in installments to help meet the student's
costs in each payment period. There are essentially three ways to break
the Pell Grant award into payment periods. Which one you will use
depends on whether the program (1) has academic terms and uses credit
hours, (2) does not have terms, or (3) has academic terms but does not
use credit hours.

1) If the program uses academic terms and credit hours, the payment
period is the semester, trimester, quarter or other academic term. Take
the annual award from the appropriate Payment or Disbursement
Schedule (based on the enrollment status of the student) and divide it by
the number of payment periods (terms) in the award year. The result is
the amount to be paid to the student for that payment period.

STEP

4

Programs
using
academic
terms
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EXAMPLE:
A student enrolls in a program with three quarters in an academic year. The
student has an SAI of 0 and is eligibly for a Scheduled Award of $2130.
However, the student is enrolled half-time, so the annual award from the
Half-time Disbursement Schedule is $1065. How much should the student be
paid for the first quarter?

Divide the annual award by $1065
the number of payment $355
periods in the academic year.

Academic Year

$355 $355 $355
:44.,.... r+P .ovreMv v ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,

1st Quarter 2nd Quarter 3rd Quarter
hommniummlimmilimunimmilumilimulmimummuilimmummillumumummilimmumilimummilmimmummumnimmilmimmimmimmummill
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N 4

Non-term
programs

Program
length =
1 academic
year

II

Please note that the calculation for term programs assumes that the terms
are of equal length. If the terms are not of equal length, a different
calculation should be used (see "Non-standard terms" under Special
Program Considerations).

2) If the program does not have academic terms, you have to find the
length of the payment periods before you can calculate the payment.

The simplest case is when the program is one academic year in length.
An academic year must
be divided into at least
two equal payment
periods. Thus, if a
program is 900 clock
hours in length, and the
academic year is also
900 clock hours, the
program would have two
payment periods of 450
hours each. Programs
using semester or quarter
hours would be divided
similarly.

111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111114

CLOCK HOURS:

ACADEMIC YEAR (900 CLOCK HOURS)

450 Clock
Hours

SEMESTER HOURS:

450 Clock
Hours

ACADEMIC YEAR (24 CREDIT HOURS)

12 Semester
Hours

12 Semester
Hours

QUARTER HOURS:
ACADEMIC YEAR (36 CREDIT HOURS)

18 Quarter
Hours

18 Quarter
Hours

P.k.?NiNerMi:NWRO:"'

111 mumnimmummintimmiumnimummummumumminumminumummtummunioll
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If the school wishes to
divide the academic year
into more than two payment
periods, the payment
periods must continue to be
of equal length. For
instance, a 900 clock hour
program could be divided
into three payment periods
of 300 clock hours each, or
four payment periods of
225 clock hours each.



If the program of study is longer than an academic year, the payment
periods would be continued until the program is over.

inimmummummunimmilmmomiummommummumnommmuninumininummommumninmomiumuniminnimmi

EXAMPLE:

A 1500-hour program with an academic year of 900 clock hours can
be divided into 4 or more payment periods, depending on the
number of payment periods the school uses for the academic year.

4 Payment Periods:

1 ACADEMIC YEAR
(900 hrs.)

2/3 ACADEMIC YEAR
(600 hrs.)

5 Payment Periods:

1 ACADEMIC YEAR
(900 hrs.)

2/3 ACADEMIC YEAR
(600 hrs.)

300 300 300 300 300

Note that while the payment periods used to divide an academic year are
identical, in a program longer than an academic year the last payment
period may be shorter than the rest, depending on the hours remaining in
the program.

If the program is shorter than one academic year, the program must be
divided into at least two equal payment periods. 7 or example, a 600 clock
hour program could be divided into two payment periods of 300 clock
hours each.

When a program is not measured by academic terms, progress is
measured by the coursework that the student actually completes, whether
the student is part-time or full-time. Thus, a part-time student and a full-
time student will have the same payment period (450 clock hours, for
instance), but it may take the part-time student 36 weeks to complete the
payment period (12 hours per week), while the full-time student may only
take 18 weeks.
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STEP

Non-term
programs:
Payment
calculation

If your school does not use academic terms, the payment for each
payment period is based on the following calculation:



It is also important to remember that even if a program is shorter than an
academic year, the payment is still calculated using the academic year as
the basis for the award. If the student in the example above had enrolled
in a 600 clock hour program with a Scheduled Award of $1200, the
student could not be paid more than $800 in that program. To use a clock
hour example, let's assume the student has a Scheduled Award of $2100,
and is enrolled in a six-month training program.

EXAMPLE:

The student enrolls in a 600 clock-hour program,
consisting of two 300 hour payment periods.
How much will the student be paid for each
payment period?

$2100 X 300 $700
900

Total Award
for Program
(2 Payments): $1400

The student may only receive two-thirds of the Scheduled Award because
the program is two-thirds of an academic year in length (600 hours/900
hours).

One final note: in a program without academic terms, the payment period
does not end until the student has completed all of the work paid for in the
first payment period. Each subsequent payment period begins only when
the previous one ends. However, a school may take into consideration
"excused absences." For example, if a school's written policy allows a
student to miss up to 50 hours of the program, the school may still pay a
student who had missed 20 of the first 450 hours for the next payment
period at the same time it would pay a student who did not miss any
hours. However, the absences must be excused -- that is, the student will
not be required to make up the 20 hours of absences to receive the
degree or certificate for the program.
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STEP

A

Academic
terms using
clock hours

3) If the program uses academic terms and clock hours, then the payment
period is the semester, trimester, quarter, or other academic term used by
the school.

However, the payments are calculated based on the number of clock
hours in the payment period, just as in a non-term situation:



As you can see, because the first 300 hours extended into the second
quarter, the second payment period is shortened, and a fourth payment
period is added to pay for the hours remaining to be completed after the
third quarter.

CHECKING REMAINING ELIGIBILITY:
CROSSOVER PAYMENT PERIODS

Payment periods do not always fall neatly into one award year or another.
When a payment period falls into two award years, it is referred to as a
"crossover payment period."

CLOCK HOUR EXAMPLE:

A student enrolls in a 900 clock-hour program
on January 5, 1987. The first 450-hour payment
period ends on May 15, and the second payment
period runs from May 20-September 28.

1988

January- December

1ST PAYMENT
PERIOD

2ND PAYMENT
PERIOD

The second payment period begins in the 1987-88
award year, but "crosses over" into the 1988-89
award year, which begins on July 1, 1988.

SEMESTER EXAMPLE

1988

January December

IJanuary

1989

F December

SPRING SUMMER
,?.fowwomommftv.4

2i4

At a school
with a
traditional
term
calendar, the
summer
term is
usually a
crossover
payment
period.
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Payment
from either
award year

With two exceptions, the basic calculation for a crossover payment period
is the same as that for any other payment period. The two exceptions are
crossover payment periods which are so short that they are actually "non-
standard terms," and crossover payment periods that are made up of two
or more "mini-sessions." Both of these exceptions are discussed in
Section Three, "Special Program Considerations."

The school may make a payment for a crossover payment period out of
either award year, provided the student has a valid SAR for the award
year solected.* The decision of which award year to use is usually based
on the student's remaining eligibility in the earlier award year. For
instance, using,the semester example, if a student had already been paid
for two semesters as a full-time student in the 1988-89 award year, the
student would already have been paid a full Scheduled Award for that
year. However, if the student submits a valid SAR for the 1989-90 award
year, he or she could be paid for the crossover period from that year's
funds. In addition, a student may still be eligible for a summer payment
from the earlier award year if the student has not attended for a full
academic year. An example would be a student who enrolls at mid-year,
in the spring session, and still has eligibility remaining for the summer
term.

In other cases, a student will still be eligible to receive a Pell Grant
payment for the summer term, even after receiving payments for all the
terms in the academic year, because the student attended part-time. (See
figure on opposite page.) However, the student may only be paid up to
the amount of the Scheduled Award. If the student in the example
enrolled as a full-time student, he or she would only receive the remaining
amount of the Scheduled Award ($500), instead of a full-time payment.

Costs for a crossover payment period are figured in the same way as for
Costs for any other payment period that is, the Pell Grant cost of attendance is
crossover based on a student's costs for a full academic year. In many cases, a
payment school's tuition and fee charge for a summer session will be different than
period the charges for regular terms. The costs for the summer session would

still be figured in the same way as for any other term.

For instance, if your academic year is defined as two semesters, you must
not add the cost of the summer term to the costs for the two semesters.
The award for the summer term is still based on the costs for one
academic year, which is two semesters in this case.

*There is one exception: if more than six months of the payment period
occurs in a given award year, the Pall Grant payment must be made from
that award year.
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S A student takes a half-
time course load in the
Fall semester, and a full-
time load in the Spring.
(The academic year is
two semesters.)

Half-time Full-time Half-time

Fall Spring Summer

1--

The student has a Scheduled Award of $2000 at the school, and receives a =53
$500 half-time payment for Fall, and a $1000 full-time payment for Spring.
The student decides to enroll half-time in the Summer term at the school, which E-712.

i'egins on June 15. Because the Summer term is a crossover payment period, RE
the student is eligible for the remaining $500 of the Scheduled Award for that

ES?award year.
=is

Ell 0=

5.3
3

=

Ez_o+

Scheduled
Award
$2000

Fall
Payment

$500

Spring
Payment
$1000

M®111

Summer
Payment

$500

CHECKING REMAINING ELIGIBILITY:
TRANSFER STUDENTS

Transfer students present another case where the school must be cireful
not to exceed the Scheduled Award. To pay a Pell Grant to a student who
was previously enrolled at another eligible school, you must first receive a
duplicate Student Aid Report from that student. In addition, the student
must make arrangements to have a financial aid transcript sent to your
school by the other eligible school(s) that he or she attended. If the
student has not already asked the other school(s) to send the transcript(s),
you may request the transcript(s) on the student's behalf from the other
school(s). The financial aid transcript requirement is discussed in more
detail in Chapter Two of this Handbook, since it is a prerequisite for the
receipt of aid from any OSFA program.

Duplicate
SAR and
transcript
needed

The Pell Grant payment for a transfer student is calculateC in the same
way as for any new student. That is, you must determine the Scheduled
Award for the student at your school, and divide that award into payments

Calculations 4 - 33
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Figuring
percentage
of remaining
eligibility

C

C

0
Z.%

rn
C

'El
E

i)r each payment period. However, before paying a transfer student, you
must also check to make sure that the student does not receive more than
100 percent of his or her Scheduled Award during the award year.

The information you need is on the financial aid transcript from the
previous school. First, find the percentage of the Pell Grant received at
that school (divide the amount received by the student at the previous
school by the student's Scheduled Award at that school). Then subtract
this percentage from 100 percent. The result is the maximum percentage
of the Scheduled Award that the student may receive at your school. (See
figure below.)

EXAMPLE:

A student attends Fall and Winter terms at a school
using academic quarters. The student then transfers to
a school using semesters for the Spring semester.
The financial aid transcript from the first school
shows the student received $1000 in Pell Grant
payments, and had a $1500 Scheduled Award.
The student is eligible for a $2100 Scheduled Award
at the new school. What is the maximum the student
can be paid for the remainder of the award year at
the new school?

$1000
$1500

- 67% of Scheduled Award
used at first school

Student is eligible for 33% of Scheduled
Award at the new school.

33% X $2100 = $700

A student with a $2100 Scheduled Award would
ordinarily receive a $1050 payment for one semester
(if enrolled full-time). However, the transfer student
in this example may not be paid more than $700,
because the student has received 67% of the
Scheduled Award at the first school.
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Note that a transfer student receives the same payments as any other
student, until the limit (100 percent of a Scheduled Award) is reached.
An example would be a transfer student who enrolls for two terms in the
award year at your school, and would ordinarily receive a $500 payment
for each term. However, the student's remaining eligibility, based on
payments at the other school, is only $600. Rather than "rationing" this
amount by splitting it into two $300 payments for the two terms, you must
pay the student the $500 for the first term, and the remainder ($100) for
the second term. Thus, the student will have received a full payment for
the first term, even if he or she does not return for the second term.

The reason for using percentages is that a transfer student may have
different Scheduled Awards because the costs of attendance at the two
schools may be different. The percentages are a way of comparing the
portions of a student's eligibility that have been used at both schools. (If
the student's Scheduled Award is the same at both schools, you can find
the amount of the student's remaining eligibility by simply subtracting the
amount received at the first school from the Scheduled Award.)

2:ig Calculations 4 - 35



4
When making a disbursement for a payment period, you should
generally round up to the nearest dollar. Round up if the decimal is

.50 or higher, round down if it is less than .50. For instance, if the
calculation results in a payment of $516.66, round up to $517. If the
calculation result is $516.33, round down to $516.

If the student will be attending several payment periods in the award year,
you must alternate rounding up and rounding down to ensure that the
student receives the correct amount for the year. Thus, if a student had a
Scheduled Award of $1025 to be paid in two payment periods, the first
payment would be $513 (rounded up from $512.50, and the second
payment would be $512 (rounded down to ensure that the student is not
overpaid for the year).

The same principle applies when there are three or more payment periods
in the academic year. For instance, if the student has a Scheduled Award
of $1550 and enrolls at a school using quarter terms, the payment for
each term would come to $516.66. The first two payments would be
rounded up to $517, and the last payment would be rounded down to
$516 to reach the total of $1550.

2 When using fractions, you must be careful to multiply first, and then
divide, or you may create an overpayment. For example, if you are

calculating the payment in a program that has three payment periods of
300 hours each, you should use the method in this example.

r
300 (hours in payment period)

$2100 X
(hours in academic year)

Step 1 $2,100 X 300 = 630,000

Step 2: 630,000 + 900 = $700

,....I

You can simplify this calculation by reducing the fraction 300/900 to 1/3,
and get the same result. But if you divide the fracticn to get a decimal
(300/900 = .333333...) and then round the decimal either down (.33) or up
(.34), your calculation will produce either an underpayment ($693) or an
overpayment ($714).
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c
[SECTION THREE: SPECIAL
PROGRAM CONSIDERATtONS

In the preceding sections, we have described Pell Grant calculations that
apply to most postsecondary educational programs. However, your
school may have programs that require "special handling." You should
review the topics in this section to see if any of the programs at your
school are affected.

COMBINED CREDIT AND CLOCK HOURS

Some programs are measured by a combination of credit and clock hours.
Students in a combined clock and credit hour program would be subject to
clock hour rules, i.e. the student must complete the coursework in the
previous payment period before receiving further payments. The student
is not paid based on enrollment status, but the student must be attending
at least half-time. The Pell Grant regulations include a formula to find out
whether a student taking both clock and credit hour courses is enrolled
half-time.



Purpose of
the
agreement

Elements
of a
consortium
agreement

Cost of
attendance

CONSORTIUM AGREEMENTS
(BETWEEN ELIGIBLE SCHOOLS)

The Pell Grant regulations prohibit a student from receiving a Pell Grant
from more than one institution at the same time. However, it is possible
for a school to pay a student who is enrolled in one cif its eligible programs
for courses taken at other eligible institutions that apply to the degree or
certificate in that program. To pay such a student, the school must first
have a written consortium agreement with the other institution(s) that the
student is attending.

The primary purpose of the consortium agreement is to establish that the
"home" institution considers the student to be enrolled in an eligible
program and unconditionally accepts those credits which are earned at the
"host" institution for credit towards the degree in that program.

The agreement should further specify which institution will be responsible
for disbursing aid and monitoring student eligibility. (Usually the home
institution is responsible for disbursements, but if the student is enrolled
fora full term or academic year at the host institution, it may be easier for
the host institution to monitor the student's eligibility and make payments.)
Other factors that may need to be addressed in the agreement are the
applicable refund policy, satisfactory progress policy, and any special
procedures for calculating the total cost of attendance and enrollment
status for tne student.

The consortium agreement can be a blanket agreement between two or
more eligible schools, or it can be written for a specific case involving a
specific student. Such an agreement is often used when the student takes
related courses at neighboring schools, or when the student is in an
exchange program with another eligible institution for a term or more. The
written agreement ensures that the student will only receive payment from
one institution in a given payment period.

The allowanc, is for living expenses, child care, and handicapped
expenses are calculated in the same way as for a student taking classes
at only one school. The student's tuition and fee charges at more than
one school may have to be adjusted. If the student is carrying a full-time
course load (based on hours taken at both or all schools), the student's
tuition id fee costs would be based on actual or average charges,
depending upon whether the disbursing school uses actual or average
charges for its Pell Grant awards.

Special Considerations 4 - 38
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Actual charges for a full-time student would simply be the sum of the
actual charges at the schools the student is attending under the
consortium arrangement. If the disbursing school uses average charges,
then the average charges at each of the schools must be pro-rated and
combined. If the student is taking an equal courseload at each school,
then the full-time tuition and fee charges for an academic year at each
school can be averaged to determine the tuition and fee cost. Howev6r, if
the student is taking an unequai course load, then you must pro-rate the
charges based on the number of hours the student is taking at each
school.
/ dr/ /7/1711711717/71/7/1/17,17/717/17/7171/1W /717/7/717,117/1117/17/17/7/117 /7/74/17,17/7///

EXAMPLE:/ ...4 .
A student is enrolled in a 3-hour class at School A and
a 9 hour class at School B. The full -time tuition and fee

2000hfhcarge fur an academic year at School A is $2000, while
the full-timo charge at School B is $3000. What is this
student's average tuition and fee charge for an academic

0 year?.. .. .. .. .Pro-rate charge
A:Schoolat $2000 X 3 $500

2

9 /Pro-rate charge $3000 X = $2250 ///at School B: 12 /

/
Add the pro-rated charges
at both schools:

$500 + $2250 $2750/ //,, ,,,,,,,-,,,,,,,e,, /
Note that the denominator (the lower part of the fraction) must be the total
number of hours that the student is taking at both schools. Average
charges should also be pro-rated in this way to find the average full-time
charge for a part-time student.

The enrollment status of a student attending more than one school is
based on all the courses taken at the consortium schools that apply to the
degree or certificate at the "home" school. You may have to make some
adjustments, if the coursework at the different schools is measured in
different units.

2F 2

Pro-rating
average
charges at
each school

Combined
enrollment
status
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Finding
semester/
quarter hour
equivalents

EXAMPLE 1:

A student is taking 6 semester hours at School A, the "home
institution," and 9 quarter hours at School B as part of the
program at School A. What is the student's enrollment in
semester hours?

9 quarter hours X v 2

3

Then, the hours taken
at both schools can be
added together:

= 6 semester hours (equivalent
at School B)

6 semester hrs. at School A

+ 6 semester hrs. at School B

12 semester hours total

EXAMPLE 2:

In the same example as above, the "home institution" is
School B, and the 6 semester hours must be converted into
the equivalent quarter hours:

6 semester hours X 3 = 9 quarter hours (equivalent

2 at School A)

Then, the hours taken
at both schools can be
added together:

9 quarter hrs. at School A

+ 6 quarter hrs. at School B

15 quarter hours total

It is the responsibility of the school that disburses the Pell Grant award to
maintain information co the student's eligibility, how the award was
calculated, what money has been disbursed, and any other
documentation, even if some of that documentation must come from other
schools.

If the written agreement is with an ineligible school, see the discussion of
"contractual agreements" in Section Eight, Chapter Two of this Handbook.
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COOPERATIVE EDUCATION

In a cooperative education program, the school assesses the work to be
performed by the student and determines the equivalent academic
courseload. The student's enrollment status is based on the equivalent
academic courseload.

If a student has a co-op job for a term, the tuition and fees for that period
are projected over a full academic year. For example, a student has a co-
op job for the first quarter of the academic year, and pays a $50 fee and
no tuition. The $50 fee is projected over all three quarters in the academic
year, giving a tuition and fee total of $150. This amount is then added to
the allowances for living expenses, child care, and handicapped expenses
(if anyl to arrive at the cost of attendance for that term.

CORRESPONDENCE STUDY

An eligible correspondence program must meet the criteria for an eligible
program (see Chapter 2 of this Handbook) and must require at least 12
hours of preparation per week. Students enrolled in programs of
correspondence study are considered to be no more than half-time
students, and thus are limited to no more than half a Scheduled Award.
However, a correspondence student may receive more than half a
Scheduled Award if the correspondence program includes a required
period of residential training, or is combined with class instruct !n (see
next topic).

The new cost of attendance rules for 1988-89 do not include separate
calculations for correspondence students. Use the same rules to figure
the cost of attendance for a correspondence program as you would for
any other program (see Section Two).

To calculate awards for a correspondence student in a program that is
less than one full academic year long

Costs for a
co-op
program

Half-time
limit

Costs in a
correspondence
program

1. Use the student's Cost of Attendance and Student Aid index to Correspondence
look up the Scheduled Award. calculation

2. Divide the Scheduled Award in half. This is the student's Pell
Grant award.

3. Divide the Pell Grant award into two equal payments (one for
each payment period).

* Either a nationally recognized agency or a State agency for the approval
of public postsecondary education.
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Residential
training

The school determines the length of the correspondence program by
preparing a written schedule for the lessons to be submitted by the
student. The first payment is made after the student has completed 25
percent of the work in the program, and the second payment is made after
the student completes 75 percent of the work in the program.

If the correspondence program has a required period of residential
training, you must treat the residential training as an additional payment
period, and use the standard clock hour calculation for that payment
period. (see below.) Note that the correspondence portion of the program
is still treated as a separate portion of the program that is divided into two
equal payment periods.

Aor 1,./. .4043

1 1
EXAMPLE:. .
A student enrolls in a 600 clock-hour correspondence training program
that has an academic year of 900 hours, However, the last 150 hours
of the program are residential training. The student has a Scheduled
Award of $2100. How are the student's payments calculated?

//
Divide Scheduled Award by 2 $2100
to determine student's half-time $1050
award for correspondence portion: 2

.ee
Divide half-time award into $1050 $525
two equal payments:

2

Calculate payment for 150 .
residential training using $2100 X - $350
standard clock-hour formula: 900

$525
7f$9;:?nrtir,M16$7,f.Z'OMKSOMM

1st Half of
Correspondence
Training

$525
4",'","'54PW"NVOYA49;`,"1. A'Sr

2nd Half of
Correspondence
Training

l'itrIZIAIZZAWZIWAW 1:4/.0%
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CORRESPONDENCE STUDY COMBINED
WITH REGULAR STUDY

If correspondence coursework is to be combined with regular coursework,
the correspondence courses must meet the following criteria to be
included in the student's enrollment status:

1. The courses must apply toward the student's degree or
certificate, or be remedial work to help the student in his or her
course of study.

?. The courses must be completed during the period reciu:red for
the student's regular coursework.

The amount of correspondence work that the school may include in the
student's enrollment status is limited to the hours of regular coursework in
which the student is enrolled. (However, if the student is taking at least a
half-time load of correspondence courses, the student would be eligible for
payment, regardless of the hours of regular coursework.)

The following chart gives examples of the above rules. The chart
assumes that the school defines full-time enrollment as 12 credits per
term, making half-time enrollment equal to 6 credits per term.
As you can see in the first five examples, the number of correspondence
hours that were counted in the total course load were adjusted, so that the
correspondence hours never exceed the regular hours taken. Note that in
the fast example, the student is eligible for payment based on half-time
enrollment in correspondence courses, despite the fact that the student
only took 2 hours of regular coursework.

Regular work
(credit hrs.)

Correspondence
work (credit hrs.)

Adjusted
Total Course
Load

Enrollment
Status

3 3 6 1/2 -time

3 6 6 1/2 -time

3 9 6 1/2 -time

6 3 9 3/4-time

6 6 12 Full-time

2 6 6 1/2 -time

Special Considerations 4 - 43
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Tuition and
fee charges
for JTPA
programs

FOREIGN STUDY

A student can only be paid a Pell Grant for study at a foreign institution if
the coursework is taken as part of an eligible program at an eligible U.S.
institution. The foreign study arrangement must be covered by a written
agreement between the two schools. Such an arrangement would have to
meet the same requirements as a contractual agreement (see previous
discussion in this section).

INCARCERATED STUDENTS

The new cost of attendance rules for 1988-89 do not include separate
calculations for incarcerated students. Use the same rules to figure the
cost of attendance for incarcerated students as you would for any other
program (see Section Two). However, the school should take into
account the reduced living expenses for students who are incarcerated in
penal or mental institutions. The school may develop a separate cost of
attendance for incarcerated students.

JOB TRAINING (JTPA) PROGRAMS

If a program conducted with funding provided through the Job Training
Partnership Act (JTPA) is offered by an eligible institution and meets the
definition of an eligible program, eligible students in that program may
receive Pell Grant assistance. The Pell Grant for students in JTPA
prcgrams is calculated in the same way as for any other Pell Grant
recipient.

A school may only include a tuition and fee charge in the cost of
attendance for a Pell Grant recipient if that charge is actually made to the
student, and is paid either by the student or by some type of student
financial assistance (such as JTPA). The existence of such a tuition and
fee charge must be documented in the same way as for any non-JTPA
student for instance, in the school's contract with the student, or in the
agreement with the JTPA agency. (If the school charges the student for
tuition and fees, the school would have to expect the student to pay the
charge if the JTPA agency or other source of assistance does not pay on
behalf of the student.)

213 7
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On the other hand, if the school does not actually charge the student for
tuition and fees (either because it is prohibited from doing so under the
JTPA contract, or for any other reason), then no tuition and fee component
would exist for the Pell Grant cost of attendance. Even if there is no
tuition and fee component, the student's cost of attendance includes the
standard allowance for living expenses, as described in Section Two.

NON-STANDARD TERMS ..
Standard terms are terms of approximately equal length. However, some
schools may have terms of unequal length. Adjustments must be made to
the student's cost of attendance, enrollment status, and payment
calculation, so that the payment for a non-standard term is in correct
proportion to the award for the full academic year. A non-standard term
must be divided into more than one payment period if it is longer than half
of the academic year.

In many cases, you will be using the same full-year cost of attendance for
a non-standard term as you have used for other terms. In othercases,
however, you will have to usn the costs for the non-standard term to find
the student's cost for a full academic year. (For instance, when the non- Cost of
standard term is the first term in the award year, or if recalculation is attendance

411
required see Section Five for rules on recalculation.) The allowance for
living expenses for an academic year is not affected by the non-standard
term. However, the tuition and fees charge for a non-standard term must
be pro-rated to find the cost to the student for a full academic year. For
example, if a student's first payment period will be the one-month term at
a school using a 4-1-4 calendar, the tuition and fee charge for one
month's coursework must be pro-rated to find the cost for the full
academic year (9 months).



Enrollment
status

A similar adjustment must be made to find the student's enrollment status.
Let's assume that the student in the one-month non-standard term is
taking one class for three credit hours. A student enrolled for three credits
over a standard term would be attending less than half -time, and could not
be paid a Pell Grant. But a student earning three credits in one month
may actually be attending full-time. To find out the minimum full-time
workload in a non-standard term, use the following formula:

FORMULA: -_-,-

=

Weeks in term Minimum full-time Ei

Weeks in academic year X enrollment for year is
=
==

EXAMPLE: ==
The full-time enrollment status in a one-month term that is part of a ==

.m.

nine-month academic year is 1/9 of the full-time standard for an -==
academic year (at least 36 quarter or 24 semester hours). The following ====
calculation would be used for a semester program that requires a
minimum of 24 credit hours for full-time enrollment for an academic year.

F_--

==
===4 weeks X 24 credits = 2.67 =

36 weeks
=

Thus, a student must be taking at least 3 credits in the non-standard term to E.
be full-time. (Note that for enrollment status purposes, you must always ki

round up to the next highest whole number.) :.-=..,

In this example, a student taking three credit hours or more in the one-
month term would be considered a full-time student. To find the minimum
courseload for a 3/4-time or half-time student, simply substitute in the
above formula the number of credit hours that a student must earn in an
academic year to be considered a 3/4-time or half-time student. (The
minimum standard for 3/4-time enrollment for an academic year is 18
semester hours or 27 quarter hours; the minimum standard for half-time
enrollment for cm academic year is 12 semester hours or 18 quarter
hours.)
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To calculate the student's payment, first look up the student's award on
the Payment Schedule (as a full-time, 3/4-time, or half-time student).
Multiply this annual award by the fraction on the following page to find the
paymeni for the non-standard term:
Keep in mind that the same non-standard term calculation must be made
for the two 4-month terms in the 4-1-4 calendar, or the student will receive
an overaward.

/..............m.wwww.m......www........,.. ,,,,,,,...............,... ........,..,

FORMULA:
. .. ks in term /

WeekWs in
ee

academic year X Annual Award

. /. .
EXAMPLE: ./

of

A student attends a one-month term as a half-time student
(based on enrollment status figured above). The student's
annual award as a half-time student is $1050.

4 weeks

36 weeks X $1050 = $11P.67
.

/./ Thus, the student's nayment for the one-month period is /.$117. /
,,/

izzmyzzrzzzzzzzzzzzmyzzz zzzzz.,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,z/zzz/z/zzzlY

The non-standard term calculation does not have to be used if the school
considers a short non-standard term to be a part of the standard term. For
example, a school could consider that a semester or quarter contains
within it the opportunity for a student to take additional credits on an
accelerated basis perhaps at night over a period of a few weeks during
the term, perhaps on weekends, or perhaps in a short period of time
immediately following the completion of regular courses in a term.
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REMEDIAL COURSEWORK

A non-credit remedial course is one for which the school allows no credit
towards a degree or certificate. A reduced-credit course is a course for
which the school gives some credit towards the degree or certificate, but
not as much credit as would normally be given based on the workload
required by the course. To simplify the following discussion, we will use
the phrase "non-credit remedial coursework" to refer both to non-credit
courses and to the non-credit portion of a reduced-credit course.

When figuring enrollment status, the school must include any non-credit
remedial coursework designed to increase the student's ability to pursue
his or her program of study. However, the student must have already
been accepted into an eligible program, and must be taking the remedial
courses as a part of that program. If the student's acceptance into the
program is conditional on the completion of the remedial work, the student
is not considered to be enrolled in an eligible program while taking the
remedial courses. Non-credit remedial coursework may not be included in
the student's enrollment status if the coursework leads to a high school
diploma or its equivalent.

The school determines how many credit or clock hours to include in the
student's enrollment status for a remedial course by comparing the
workload (classwork plus homework) in that course to the workload for the III,
most comparable course that is not reduced credit or remedial.

There is a limit on the amount of non-credit or reduced-credit coursework
that can be included in a student's enrollment status. The school may not
take into account more than one academic year's worth of non-credit
remedial coursework (the equivalent of 30 semester hours, 45 quarter
hours, or 900 clock hours) for any individual student. However, courses in
English as a Second Language do not count against the one-year limit.

Prior to the Higher Education Amendments of 1986, a student could only
be paid a Pell Grant for courses in English as a Second Language (ESL) if
those courses were part of an eligible postsecondary program. A student
enrolled in a program that consisted entirely of ESL coursework could not
be paid a Pell Grant because ESL coursework was considered remedial in
nature, and thus could not be an eligible postsecondary program by itself.
The Higher Education Amendments of 1986 permits schools to pay Pell
Grants to students who are enrolled in ESL programs if the school
determines that the program enables the student to utilize already existing
knowledge, training, or skills. To be eligible for Pall Grant purposes, the
ESL program must consist solely of ESL coursework, must meet the
definition of an eligible program (see Chapter Two, "General Program
Requirements), and may only admit undergraduate students who need thE,
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Requirements), and may only admit undergraduate students who need the
ESL program to utilize existing knowledge, training, and skids. To apply
for a determination of the eligibility of an ESL program, the school should
contact the Division of Eligibility and Certification (see organizational
listing in Chapter One for contact).

SUMMER MINI-SESSIONS

If a term-based school offers a series of mini-sessions that overlap two
award years (by "crossing over" the June 30 end date for one award year),
these mini-sessions must be combined and treated as one term.
The student's enrollment status for the entire payment period must be
calculated based on either:

1 The total number of credits enrolled in for all sessions, if that
number is known when the award is calculated.

2 A projected number of credits based on the credits enrolled in for
the first session if the number of credits to be taken in subsequent
sessions is unknown when the award is calculated.

A student may not be paid more than the amount for one payment period
for completing any combination of the mini-sessions.

EXAMPLE:

A school offers two mini-sessions over the summer, from May 20 - June 28
and from July 2 - August 28.

!January

1989

December

Because the two mini-sessions cross the July 1st award year boundary,
they must be combined for calculation purposes and treated as one
payment period.

IMPORTANT: Note that recalculation is required if the student does not
ultimately attend the projected classes in a subsequent mini-session. See
"Change in Enrollment Status" inSection Five of this Handbook.
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SECTION FOUR: DISBURSING
PELL GRANT AWARDS

It may seem that the lion's share of the work is completed, once the
student's award has been calculated. However, there is still the matter of
actually getting the payment to the student. In this section we will discuss
the certification statements required from the student and the aid
administrator before payment. We will also discuss how payments can be
made (by check or credit to the student's account) and when the
payments can be made.

STUDENT ELIGIBILITY AND
SCHOOL CERTIFICATION

It is usually a good idea to review the student's eligibility at the time of
payment. For instance, a student ilay have been making satisfactory
progress when award letters were mailed in the Spring term, but may no
longer be making progress when he or she comes to the business office
for payment at the beginning of the Fall term. Make sure that the student
still meets the eligibility requirements for the Pell Grant, and that the
appropriate documentation is in the student's file.

The financial aid administrator at a school must complete and sign the
certification statement on the payment document (Part 3 of the SAR),
unless the school uses the automated Recipient Data Exchange (RDE)
system to report to the Department. The statement certifies that the
student's Pell Grant was calculated in accordance with program
regulations and the instructions in the Federal Student Financial Aid
Handbook and the 1988-89 Payment Schedule. The statement further
certifies that the student is making satisfactory progress, has signed the
required certification statements, and ;las completed verification (if
required).
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As noted in the achool Certification, the school is liable for incorrect
payments made to th student becausa of a mistake by the school. The 41
financial aid administrator is subject to a $10,000 fine, a prison sentence,
or both if he or she knowingly makes false or misleading statements on
the SAR.

METHODS OF DISBURSEMENT

There are two ways that a schoo; may pay a Pell Grant to a student:
either by crediting the student's account for any outstanding educational
expenses, or directly (by check). Usually a school will usa the Pell Grant
to credit the student's account for any unpaid charges for tuition and fees
(and room and board), and then will disburse the remaining amount of the
Pell Grant (if any) to the student for living expenses.

The Higher Educalim. Amendments of 1986 include a new provision that a
school may only credit Pell Grant funds to a student's account at that
school for tuition and fees, and room and board (if the student has a
contract for room or board with the school). The school may only use the
Pell Grant to pay other charges at the school if the student authorizes
such payment in writing. The school may not require the student to
authorize such payments. As with any OSFA aid, payments may only be
made for educational expenses.

The program regulations permit a school to pay a student before the
beginning of a payment period, if the student has already registered for
that payment period. The earliest a school may credit a registered
student's account is 3 weeks before the first day of classes in the payment
period. The earliest a school may directly pay such a student is 10 days
before the first day of classes in the payment period. (Please note that in
a clock hour or non-term program the saw; may not pay a student until
the student has completed the coursework for the previous payment
period.)

If a Pell Grant payment is made to a student before the payment period
hegins, but the student never actually begins attendance in any classes,
the school must reimburse the Pell Grant account for that payment. (If the
student begins attending some but not all of his or her classes, you may
have to recalculate the Pell Grant award see the next section, on
"Recalculating the Pell Grant Award.")
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FIRST PAYMENT WITHOUT A VALID SAR

Beginning with 1987-68 award year, a school has the option of making afirst Pell Grant payment to an eligible student before the student has
submitted the valid SAR to the school. To use this option, the school must
have received the student's official SAI and application information, on anMDE output document or the SAR or on a full data tape (for schools that
use the tape exchange system). Once the `first payment" option has beenused, no further payments can be made to the student until the student
submits a valid SAR to the school. In addition, the school and the student
are liable for the first payment if the student does not submit a valid SAR
within The established deadlines. The school r e 1 the student are also
liable for the amount of any overpayment that ,:annot be adjusted in
subsequent Pell Grant payments in the award year.

S

The first payment option is useful if your school participates in the tape
exchange system and has received the SAI and application information fora student on an MDE output document or on the full data tape, but the
student has not yet received the SAR.* It can also be used to make a firstpayment to a student who needs to make corrections. Any time you makea first payment based on your recalculation of the SAI, however, you must
submit the student's SAR for reprocessing (using Part 2 of the SAR). Youmay not make the corrections on Part 3 of the SAR or on the full datatape.

TIMING OF PAYMENTS

The school may use its discretion in disbursing funds within a paymentperiod to best meet a student's needs. For instance, some schools pay
students on the first day of class in a payment period, while others waituntil the end of the add/drop period. Other schools pay the student inmonthly installments to help meet living expenses throughout the paymentperiod. In all cases, however, the full amount due the student for a
payment period must be disbursed to the student before the end of the
payment period.

The school may pay e, student retroactively for any completed payment
periods within the award year, if the student was eligible for payment inthose periods. However, the retroactive payment must be based on the
the coursework completed by the student. Thus, if a student brings in avalid SAP while enrolled as an eligible student in the Spring term, but wasalso enrolled and eligible for payment in the Fall term, that student can be

* For a more detailed explanation of how the processing system works,
see Section Three, "Using the Federal Processing System," in ChapterTwo of this Handboc' :.
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paid retroactively for the Fall term. However, the Fall payment would be
based on the hours completed by the student for that term. If the student
had enrolled as a full-time student at the beginning of the Fall term, but
dropped to half-time status by the end of the term, the retroactive payment
must be based on half-time status.

The school must notify the student of the amount he or she will be paid,
and the method of payment (by credit to account or by check). if the
school will be paying the student by check, it must tell the student when
the check will be available and where to go to pick it up. (It is helpful to
include the cashiers office hours in any notification.)

If the student does not pick up the check on time, the school must still
make that payment available to the student for the 15 days after the
student's last day of enrollment for that award year. Instead of holdings the
check for that period, the school may cancel the first check and issue a
new check when the student requests payment.

If the student has not picked up the check at the end of the 15-day period,
the institution may credit the student's account for any outstanding
charges for tuition and fees and room and board for the award year. if the
student contacts the school to ,equest the check more than 15 days after
the student's last dz..7 of enrollment, the school may pay the student (if it
chooses) through the next payment period.

If there is a delay in a school receiving its Pell Grant funds, some students
could complete their program or academic year before receiving their final
Pell Grant awards. If this happens, as soon as the school receives its
funds, it must pay any student who submitted a valid Student Aid Report
by the appropriate deadline. Even though these students would receive
their payments late, no regulations would be violated because the
students had previously met all the requirements for payment.

Ordinarily, a student who has lost his or her Pell Grant eligibility cannot be
paid. However, in some cases, a student may have presented a valid
Student Aid Report to the school while eligible for payment, but lost
eligibility before his or her account was credited or a check was written.
Rather than penalize the student for circumstances beyond his or her
control, the regulations require the school to pay the student out of Pell
Grant funds for tt,- educational expenses that the student incurrw up to
the day that the st. .,ant became ineligible.

For example, a student submits a valid SAR during the second week of
classes, and is eligible for payment at that time. But by the time the check
is processed for the student's cash disbursement and the student has
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been notified to pick the check up, the student drops below half-time
enrollment. The aid administrator must decide what educational expenses
(for living expenses, trarsportation, books and supplies, etc.) the student
could reasonably have incurred, up to the date that the student lost
eligibility. The same principle would be used to credit the student's
account for any outstanding school charges for tuition and tees, or room
and board.
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SECTION FIVE: RECALCULATING

PELL GRANT AWARDS

The Pell Grant award may have to be recalculated if the student's
information changes after the initial calculation or disbursement. (Please
keep in mind that this section discusses award recalculations, using the
Payment Schedule, as opposed to recalculations wf the Student Aid
Index.) Of the significant factors that go into calculating a Pell Grant
award, the three that are most likely to change are the Student Aid Index,
enrollment status, and cost of attendance. The Pell Grant regulations
specify when a school must recalculate an award to take these changes
into account, as described below. The recalculation may require
adjustments in the student's subsequent payments, or even repayment of

110
the entire Grant, as discussed in the next section ("Overpayments and
Overawards").

CHANGE IN THE STUDENT AID INDEX

There are three reasons why the SAl for a student may change during the
award year:

Corrections. The student may have to correct an error on the
original application or on the previous SAR. This frequently occurs
as a result of verification, but it may also be a result of the student's'
own review of the information on the SAR.

Updating. The student is required to update three projected data
elements if they change for a reason other than a change in marital
status: dependency status, household size, and the number of
family members in postsecondary education.

Changes made by the aid administrator. The aid administrator
now has the authority to use professional judgement to adjust the
Student Aid Index and to override the student's dependency status.
In most cases, the aid administrator will have made these changes
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before the initial disbursement to the student, but there will be
occasions when the aid administrator only becomes aware of the
need for an adjustment or an override after the first disbursement
has been made.

If a student submits a Student Aid Report (SAR) with different Student
Aid Index than that on the SAR that was used for the payment calculation,
you must first decide which SAR is valid. Is this new SAR the result of
corrections to the previous SAR? Are the corrections accurate and
consistent with the student's other information? If the new SAR is the
valid SAR, you generally must recalculate the student's Pell Grant award
for the entire award year based on the new SAL

The one exception is in the case where a student submits a reprocessed
SAR under the verification extension, and the reprocessed SAR would
increase the student's eligibility. A student may not increase his or her
eligibility by using the extension. Therefore, if the reprocessed SAR has a
lower SAI than the previous SAR (increasing the student's eligibility),
recalculation is not permitted. The student would be paid based on the
higher SAL (If the corrections reduce the student's eligibility, i.e., the
reprocessed SAR has a higher SAL then the award must be calculated
based on the reprocessed SAR.)

CHANGE IN ENROLLMENT STATUS

Students in clock hour programs and programs without terms are not paid
based on enrollment status; therefore, no recalculation is necessary for
changes in the hours taken by students in these programs. (However,
keep in mind that a student must maintain at least half-time enrollment in
order to be eligible for payment).

In a term program that uses credit hours, a school must calculate a
student's payment for each term based on the enrollment status for that
term. Thus, if a student attended full-time for the first term, and then
enrolled half-time in the second term, you must use the half-time
enrollment status to calculate the student's payment for the second term.
lo addition, if the student does not begin attendance in all of his or her
classes, you must recalculate the student's award based on the lower
enrollment status. For instance, a student registers for a full-time course
load (15 hours) but only begins attendance in three classes (9 hours). In
this case, the student's Pall Grant award must be recalculated based on
the lower enrollment status.

The regulations do not require any recalculation for changes in enrollment
status after the student has begun attendance in all of his or her classes.
However, some schools have a policy of recalculating an award if a
student's enrollment status changes at any time within a term. If such a
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policy is established, it must be applied consistently to all students. That
is, if the school chooses to recalculate for a student who changes from
half-time to full-time, it must also recalculate for a student whose
enrollment status decreases.

If your school does not establish a policy for recalculation. within a
payment period, a student who began attendance in all classes would be
paid based on the initial calculation, even if his or her enrollment status
changes before the payment is made. For instance, a student registers
full-time, submits a SAR, and begins attending all of her classes. The
financial aid administrator calculates a full-time award, but by the time the
student comes to pick up the check, she has dropped to half-time
enrollment. The student is still paid based on full-time enrollment, as long
as she is enrolled at least half-time and is still eligible for the payment. On
the other hand, if the student did not submit her SAR until after she had
dropped to half-time enrollment, the Pell Grant calculation would be based
cn the student's enrollment status at that time (half-time).

[There are two other situations with respect to changes in enrollment
status that you should be aware of. The student may drop below half-time
status, and no longer be eligible for payment. We discussed this situation
in Section Four, under "Payments to Students who have Lost Eligibility." If
a student withdraws from school completely, you should refer to the
discussion of "Refunds and Repayments" in Chapter 2 of this Handbook.]

CHANGE IN COST OF ATTENDANCE

Schools are r required to recalculate Pell Grant awards for cost of
attendance changes during the award year. However, if the school
recalculates for a change in enrollment status, it mast also take into
account any changes in the cost of attendance at that time.

Some schools elect to recalculate awards when the cost of attendance
changes from one payment period to the next. This may happen because
of changes to the student's tuition and fee costs, or because the student's
living situation changes (for example, the student moves off-campus). A
school may recalculate Pell Grant awards for cost changes within the
aw:trd year as !ong as the recalculation policy is carried out for all students
whose costs change.

Some schools also recalculate financial aid awards when a student's costs
change within a payment period. For instance, if a student moves from a
dormitory to off-campus housing at midterm, the school may wish to
recalculate the student's award for that payment period. Again, for Pell
Grant purposes such a policy is acceptable if it is carried out for all
students whose Josts change within the payment period. Note that a
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school may establish a policy of recalculating for cost changes from one
payment period to the next and at the same time have a policy not to
recalculate for cost changes within a payment period.

Please keep in mind that you may not recalcui,te the payment for a
payment period that took place before the cost change. For example, if a
student lives in the dormitory during the first quarter and then moves off-
campus for the second and th ird quarters, the recalculation would only
affect the payments for the second and third quarters.
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SECTION SIX: OVERPAYMENTS
AND OVERAWARDS

An overpayment of a Pell Grant occurs any time the student receives a
payment that is greater than the amount for which the student is eligible.
Examples of the three most common types of overpayments are given
below.

1) School error, for instance, when a student's award is taken Types of
incorrectly from the Payment Schedule, or when the school pays a overpayments
student who is not making satisfactory progress.

2) Student error, such as failing to report spouse's income on
the application.*

3) Required recalculations, when a student does not begin
attending all of his or her classes, or withdraws from school after
receiving a cash disbursement for living expenses. (See "Refunds
and Repayments" in Chapter Two cl this Handbook for repayment
calculation.)

No matter what the reason for the overpayment, it must be repaid by the
student. In addition, if the overpayment is the result ofa school error, the
school must repay the Pell Grant account whether or not it succeeds in
collecting the overpayment from the student.

* In the case of student-reported information, a financial aid administrator
may rely on the information that the student reports, provided it is
consistent with all other sources. Any information that the aid
administrator discovers is wrong must be corrected according to the
procedures in the Verification Guide.
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CORRECTING OVERPAYMENTS

If a school has made an overpayment to a studer, it may continue to
make payments to that student under certain circumstances:

If the overpayment Is due to an error of the school, the school
may continue to make Pell Grant payments to the student if the
student acknowledges the overpayment in writing and agrees to
repay it in a reasonable period of time, or if the overpayment can be
eliminated within that award year by reducing the student's
subsequent Pell Grant payments during the award year. Of course,
the student must still meet all other eligibility criteria for payment.

If the overpayment Is not the school's fault (for instance, if the
student made a mistake on the application), the school may only
continue to make Pell Grant payments to the student if the school
can reduce the student's subsequent Pell Grant payments to
eliminate the overpayment in that award year. Again, the student
must continue to be eligible for payment.

If the overpayment is not the school's fault and cannot be eliminated in
that award year, the school may not make further Pell Grant payments to
that student until the student repays the school. If the student will nc4
agree to repay, the school is not liable to the Department of Education, but
must make a reasonable effort to contact the student and collect the
overpayment.

Note that in cases where the overpayment is the result of an error on the
Student Aid Report (SAR), the overpayment is the difference between
amount the student was eligible for (based on correct SAR information)
and the amount the student was actually paid.

The school must notify the U.S. Department of Education if the institution
has serious difficulty in collecting for example, if it cannot contact the
student or the student is uncooperative, or if it establishes a repayment
plan and the student refuses to pay or discontinues payments. If the
school is unable to recover or eliminate an overpayment that is not the
school's fault, the school must refer the student's case to the U.S.
Department of Education for collection. (The new referral procedures for
overpayments are discussed in the 1988-89 Verification Guide.)

After the Department has received the school's information, collected the
overpayment from the student (if possible), and resolved the case, it will

Overpayments 4 62
283



notify the school by letter of the results. Please note that until ED has
reached a final resolut'in of the referred case, the school may not make
any further payments to that student under any OSFA program.

A student who is ineligible because he or she owes a repayment on a Pell
Grant may not receive assistance from any of the OSFA programs.
similarly, if the student is ineligible because he or she owes a repayment
or is in defeat on other OSFA grants or loans, that student would also be
ineligible for a Pell Grant. The general eligibility rules for students in
default or overpayment status are discussed in Chapter Two, Section
One.

PREVENTING OVERAWARDS

From the inception of the program, the Pell Grant has been regarded as
the first source of assistance to the student. Therefore, the Pell Grant was
never adjusted, even if the student's combined aid package exceeded the
student's need. However, the financial aid administrator may now use
professional judgement to adjust the Student Aid Index to take into
account other resources of the student, such as outside aid. See Section
Three, Chapter Two for an example of how to make such an adjustment.

The aid administrator is responsible for preventing an overward by
adjusting the aid the school does control. Usually, it will be easier to
adjust aid from other programs (rather than the Pell Grant), assuming the
financial aid office has control of that aid. If the student is receiving
campus-based aid in addition to a Pell Grant, the campus-based aid must
be adjusted to prevent an overaward.

rEXAMPLE:

The student receives a Pell Grant and a Supplemental
Educatonal Opportunity Grant at the beginning of the award
year. After the SEOG has been awarded, the school :earns that
the student will receive a scholarship from a foundation outside
the school. The school is required to adjust the SEOG to
eliminate the nveraward.

Note that if the student's aid package includes a loan and the
package must be adjusted to prevent an overaward, the Pell
Grant may not be used to pay back the loan a loan repayment
does not constitute an educational expense.

2,2
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In addition to adjusting any campus-based aid, schools are now required
to include an estimate of the student's Pell Grant eligibility as a part of the
student's "estimated financial assistance" when certifying the Guaranteed
Student Loan application. (See Chapter Nine of this Handbook for further
information.)
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SECTION SEVEN: REPOR1ING
EXPENDITURES

So far, we have concentrated on how The school calculates and pays the
Pell Grant to the student. This section will explain how to report your Pell
Grant payments to the Department through the Pell Grant Disbursement
System, and how this reporting system affects your authorization.

The authorization for your school is the maximum amount that the school
may draw down from the ED Payment Management System, which we will
discuss at the end of this section. At the beginning of each award year a
school is given an initial authorization based on an estimate of the Pell
Grant funds the school will need to cover its first payments. As the award
year progresses, the authorization for your school will need to be adjusted,
based on the actual number of eligible students who submit Student Aid
Reports.

EDPMS PAYMENT
MANAGEMENT

SYSTEM

..M1==I1I1,

PELL GRANT
DISBURSEMENT

SYSTEM

1 '1 $`

_Oho& 0 .%

k001.0.V.A.0.47.0.60000.0.44,5,..te0:

BUSINESS
OFFICE

FINANCIAL AID
OFFICE

A
Business office draws
down funds from
EDPMS based on
initial authorization,
pays Pell awards to
students

B
Financial aid office
reports student
payment data to
disbursement system,
using Part 3 of SAR
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The Pell Grant Disbursement System serves two basic functions. First, it
enables the Department to track a school's need for funds as the award
year progresses, and to adjust the school's authorization on that basis.
Second, the Disbursement System provides the documentation to
reconcile the school's total expenditures at the end of the year with the
records of the eligible students who were paid by the school. The Pell
Grant funds that you report to the ED Payment Management System (ED/
PMS) as expended must equal the total payments to eligible Pe li Grant
recipients at the school, as shown by the records for each student.

REPORTING METHODS

There are three different methods for a school to report payment
information to the Department. The first is to mail the paper documents
(SAR Payment Documents and the Institutional Payment Summary) to the
Pell Grant Disbursement System, addressed to "Pell Grant Program, P.O.
Box 1400, Merrifield, Virginia." In addition, there are two automated
methods to transmit the same information.

The most widely used automated method is the Recipient Data Exchange
(RDE) method. The school transmits a tape with an ,,-companying
Institutional Payment Summary to the Disbursement System. The
information on the data tape is similar to the information contained on the
Payment Document.

More recently, the Department has begun the Pell Electronic Data
Exchange (PEDE), which allows schools or their service agents to make
corrections to the student information on the SAR and to fill out Part 3 of
the SAR using the school's computers. This information is transmitted
electronically by telephone line overnight to a communications network,
which in turn transmits the information to the Disbursement System, thus
greatly speeding up the corrections and reporting process.

Because there are specific materials for schools that participate in the
RDE and the PEDE, we will be describing the steps in the reporting
process from the point of view of schools that use "hard copy" paper
documents. However, you may want to read this section even if you are at
an RDE or PEDE school. All three methods transmit the same basic
student information. The only difference is the way in which the
information is sent: by paper, by computer tape, or electronically.
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PAYMENT DOCUMENT

The basic document in the Disbursement System is Part 3 of the Student
Aid Report, known as the Paymerit Document. After the student submits
the Student Aid Report to the school, the school fills in the award
information on the back of the Payment Document. The school
periodically sends Payment Documents for its students to the Pell Grant
Disbursement System in a batch, with a transmittal form known as the
Institutional Payment Summary.

Students submit
3-part SARs to school

_J__ I 1

SAR SAR -J SAR

School prepares IPS
and submits to
Disbursement System
with Payment
Documents (Part 3 of
SAR).

1

PAYMENT DOCUMENT
PROCESSING PATH

\._

School rev:ews batch
report, makes correct-
ions to Processed Pay-
ment Documents (if
necessary), and returns
corrected documents
with next IPS
submission

IPS16k

IPS

IPS
Batch
Report

SAR p.3 -_,

IPS
Batch
Report

AR p.3

(

.II.a.../MI=
Disbursement System
processes IPS and
documents, prepares
batch report

Disbursement System
sends to school:

1. New IPS + batch
report

2. Batch report +
Processed Pay-
ment Documents

=11

The Disbursement System returns a printed version of these Payment
Documents to the school, with comments printed on the front, and the
data accepted by the System printed on the back. If the student's
situation changes, and the anticipated payments will not be made, the5 school must report this change by resubmitting the Processed Payment
Document to the Disbursement System with those changes. For instance,
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Pre-award
[PS

Standard
Costs

a student may drop from full-time enrollment in one term to half-time in the
next, or may no longer be making satisfactory progress, or may simply not
return in the second payment period. In each of these cases, the school
must adjust the "Amount to be paid" item and any other relevant items on
the Processed Payment Document and return it to the Disbursement
System.*

INSTITUTIONAL PAYMENT SUMMARY

The Institutional Payment Summary (IPS) is a transmittal form for the
Payment Documents from your school. In the spring, ED sends a pre-
award IPS to central campuses and to each branch campus that has its
own unique Pell ID number. Do not send in Payment Documents when
you submit the pre-award IPS. The pre-award IPS is used to confirm
general information about your school and sets the standard costs of
attendance and the hours in the award year that you will be using for most
of your students. If your school has participated in the Pell Grant Program
in the previous year, the pre-award IPS will have pre-printed information
for each of the items in Section 1 (the pre-award IPS does not have a
Section 2). Review this information carefully. If the information is not
accurate, correct the pre-award IPS and return it to the address given at
the bottom of the form.

Pay particular attention to Item 8, "Standard Cost of Attendance." Your
school can establish up to 10 standard cost categories. Using these
categories saves time in filling out documents, because you can fill in the
one-letter code rather than the full number on each Payment Document.
You should review these cost categories each year to make sure that they
are still an accurate reflection of the Pell Grant cost of attendance at your
school (see the section on "Calculating Pell Grant Awards" for a
description of Pell Grant costs). Once you have used a particular cost
category in that award year (by submitting a document for a student with
that cost), that standard cost may not be changed.

Note that you may not set a standard cost that exceeds the statutory
allowances (Section Two). The student's cost of attendance may be
greater than the statutory allowances if you make an individual adjustment
to the student's costs based on special circumstances, but individual
adjustments may not be made a standard cost category.

* The Payment Document is primarily used to transmit payment
information for the Pell Grant Program. The first two parts of the SAR can
be used to make awards in any of the OSFA programs, and are discussed
in Chapter Two, "General Program Requirements," in Section Three.
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Each award year is divided into reporting periods. All funded institutions
must submit at least one IPS within each of these reporting periods (even
if there are no payment documents to be transmitted for that period).

Rep(
Peril

Schools with Authorization
of $750,000 or more*

Schools with Authorization
of less than $750,000*

July 1 ---O. October 15
July 1 ---O- December 15

October 16 --- December 15

December 16 ---0. February 15
December 16 O.-April 15

February 16 P. April 15

April 16 June 15
April 16 ---f- August 15

--11.-

June 16 --10.- August 15

*Based on Pell Grant Authorization for previous award year

You may submit the IPS more frequently than once every reporting period,
if there are a sufficient number of documents to warrant a separate
submission. You may also need to submit an IPS with documents after
the end of the award year to report summer school payments, students
who complete verification, or outstanding payment data changes. You
may not submit more than 60 batches during an award year. Keep in
mind that all documents for an award year must be received by December
31 following the end of the award year (e.g., December 31, 1989 for the
1988-89 award year).

HOW TO FILL OUT THE IPS

If you have already submitted a pre-award IPS, the IPS you will submit
with the Payment Documents is very easy to fill out. You do not need to
enter information in Section I unless thr. pre-printed information is
incomplete or incorrect. Changes are made by drawing a line through the
incorrect figure and priming the correction above.

In Section II, Items 11 and 12 are based on the "Date of Enrollment" and
"Months in Which Remaining Payments Will Be Made" for the majority of
students in that batch of Payment Documents. Putting this information on

O the IPS means that you will only have to fill out Items 8 and 9 on the
Payment Documents for those students who have different dates of

rting
ds

in
PELL GRANTS

t.1.11111111
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enrollment or who will be paid in other months. Only mark the months for
remaining payments; do not mark the months for payments that you have
already made.

Item #13 is the total number of Payment Documents and Processed
Payment Documents submitted in that batch. Item #14 is the total amount
paid to date on those Payment Documents and Processed Payment
Documents. (The total amount paid to date is added from Item 6 on all the
documents in that batch.) If you are not submitting Payment Documents
with this IPS, you must enter "0" for both Items 13 and 14.

Item #15 is the total dollar amount that you have actually disbursed to all
Pell urant recipients. It includes all payments (by check or credit to
account) made during the current award year up to and including this
reporting period, minus any refunds repaid to your Pell Grant account as
of the date givcn in Item 16. Do not report estimated data for this item.

The date given in Item #16 must not be later than the date the IPS was
signed. The signature (Item #17) must be the original, handwritten
signature of the institutional aid administrator officially responsible for the
accuracy and completeness of the IPS. The certification statement
applies to all items on the IPS. A signature stamp is not acceptable. Print
or type the name, title, and phone number (with area code) of the person
signing the IPS in Items #18-20, and the date signed in item #20. Items
21-22 are for the signature of the school official who is responsible for
completing the IPS (this cannot be the financial aid administrator). Submit
one copy of the IPS to the Pell Grant Program, each with an original
signature.

HOW TO FILL OUT THE PAYMENT DOCUMENT

The Payment Document is designed to be read by an optical scanning
device, so you must fill in the ovals below each item with a No. 2 lead
pencil. Fortunately, many of these items will not need to be filled in on the
Payment Document if the correct information has been preprinted for that
item on the IPS, or if you fill in this information on the IPS that you send
with that batch. Please be careful to use a copy of your most recent IPS
for each batch that you submit, to ensure that the preprinted information
on the IPS agrees with our current data for your school.

If the preprinted information (or the information that you filled in on the IPS
for this batch) does not apply to a particular student, then you must
complete the Payment Document item for that student. You will also have
to fill in an item on the Payment Document when there is no preprinted
information on the IPS for that item, and you have not filled in information
for that item on the IPS.
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INSTITUTIONAL PAYMENT SUMMARY FOR

PELL GRANTS
1988-89 AWARO YEAR

PLEASE READ INSTRUCTIONS BEFORE COMPLETING THIS FORM

PORN APPROVED

0143 NO. 1840-0640
fooltstin Don
toasty 1612
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Item #1 - Pell Institution ID of campus attended
In most cases, this item will hLve a preprinted institution ID for the

school that the student listed as a first choice on his or her financial aid
application. Ignore this item if you are a single-campus school. The
Disbursement System will use the ID number for your school from the IPS.

If this ID number is not your school's number, and you are a school
with branches that have unique Pell ID numbers, you will have to fill in the
correct institution ID in the ovals below. If your school has branch
campuses, you will either fill in the "Yes" box to confirm that the pre-
printed ID is the campus the student is attending, or fill in the institutional
ID for the campus the student is attending.

Item #2 - Academic Calendar
If the academic calendar for the student is the same as the pre-

printed information or that shown on the IPS (Item #7), you do not have to
fill in Item #2. However, if this student is enrolled in a program that has a
different academic calendar than the one shown on the IPS (or pre-award
IPS), you will have to fill in the applicable oval for that student.

The academic year categories are defined as follows: Credit hours.
Your school does not use standard academic terms, but does measure
progress by credit hours or units. Quarter. Your school uses quarters and
measures academic progress by credit hours. Semester. Your school
uses semesters ?.,i:c1 measures academic progress by credit hours.
Trimester. Your school uses trimester's and measures academic progress
by credit hours. Clock hour. Your school measures academic progress
by clock hours.

If your school has programs with different academic calendars, you
may wish to group Payment Documents by programs with the same
academic calendar, and submit them as separate batches. Thus, if your
school had some programs using clock hours and other programs using
quarter terms, you could submit Payment Documents for the students in
the quarter program separately. This will enable you to use the IPS (Item
#7) to identify the academic year for all students in the batch.

The first time you report an alternate Academic Calendar on your
IPS, we will flag the batch and you may receive a call to find out if you are
making a permanent change to your Academic Calendar, or if you will be
using more than one Academic Calendar throughout the year. To make a
permanent change to your Academic Calendar, you must receive approval
from the Division of Eligibility and Certification of the Office of
Postsecondary Education, U.S. Department of Education.

Item #3 - Cost of attendance
Fill it the oval that corresponds to the appropriate standard cost

that you established on the IPS or pre-award IPS. If the student's cost is
not covered by one of your standard cost categories, enter the student's
cost under "B. Individual" and fill in the ovals for that cost.

294

0 198X-8X SAR
Part 3

Reporting Expenditures 4 - 73



0198X -8X SAR
Part 3

C )

I Item #4 Verification status
You must complete this item by writing the correct letter in the box

and then filling in the appropriate oval below. If you leave this item blank
and the student was selected for verification by the application processing
system, we assume the student was paid under "W" (Without
Documentation). Your Pell Grant authorization will be reduced during the
final review of your account for all students whose status is still "W" at the
end of the award year. A new category has been added: "S selected but
not verified." Grid this oval when the student has been selected for
verification but you do not verify that student's information because you
have reached the 30% verification limit. Also note that a Payment
Document based on a first transaction will be rejected if you fill in "R" (for
Reprocessed). See the Verification Guide for further explanation of the
status codes and the 30% verification limit.

Item #5A - Enrollment status (term-based schools only)
Write the appropriate enrollment code in the box (1=full-time,

2=half-time, 3=three-quarter-time, 4=other) and fill in the appropriate oval
below the box. You only complete this item if the academic calendar is
quarter, semester, or trimester.

If you expect the student's enrollment status to change in a later
payment period in the same award year, use the enrollment status "other"
for that student. "Other" indicates a "mixed enrollment status," for
instance, when a student attends full-time one term and half-time the next.

Item #5B - Hours expected to complete
This item is used with Item 5C by credit hour programs without

standard terms and by all clock hour programs. Fill in the hours that the
student is expected to complete in all payment periods occuring in the
current award year. If you are paying the student for payment periods in
the current award year that are in progress or already completed, be sure
to include them in this total. Keep in mind that the student cannot be paid
for more than one academic year of work in one award year.

Item #5C - Hours in school academic year
The hours in the academic year must be at least the minimum

hours specified in the Pell Grant regulations (900 clock hours, 24
semester hours, 36 quarter hours, etc.) You do not need to fill in this item
if the student's academic year is the same as the pre-printed information
for this item, or the student's academic year is the same length as you
reported on the IPS for this batch (Item #9 of the IPS).

If your school has programs with different academic years, you may
wish to group Payment Documents by programs with the same academic
year, and submit them as separate batches. This will enable you to use
the IPS (Item #9) to identify the academic year for all students in the
batch.
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If you submit Payment Documents with different academic years in
the same batch, you will have to fill in the correct academic year length for
those students whose academic year is different than that reported on the
IPS.

;tem #6 - Amount paid to date
You must complete this Item for all students. Fill in the actual

amount that you have paid the student (either by check or credit to
account) as of the date you complete the document. If you have not yet
paid the student but need to submit the Payment Document, write in "0"
for payment and fill in the appropriate ovals. (You may not submit
Payment Documents more than one month prior to the month in which you
will make a first payment to the student.)

Only fill in the oval for a "Recovery" when correcting a Processed
Payment Document to show the net amount of an award after an
adjustment has been made to recover an overpayment. (For instance, if
you make a payment of $1050 to a student for one payment period, but
the student later withdraws and repays $300, you would mark "Recovery"
on the Processed Payment Document for the student and report $750
paid to date.)

Item #7 - Remaining amount to be paid
Fill in the amount that you expect to pay the student for the

remainder of the award year. This amount should take into account the
expected enrollment status of the student. For instance, if the student is
receiving a $1,000 Pell Grant disbursement as a full-time student in the
first of two payment periods, but is expected to drop to half-time in the
second payment period, the "remaining amount to be paid" would be
$500. If you have entered $0 for "amount paid to date" because you have
not yet paid the student for the first payment period, then the "remaining
amount to be paid" for the student in this example would be $1500 (for
both payment periods).

You must report "0" in Item #7 if you expect no further payments to
the student for the award year (do not leave the item blank). If the value
for Item #7 is greater than "0" then you must specify the months in which
the remaining amounts will be paid, either on the IPS or on the individual
student's Payment Document (see Item #8).

e

Item #8 - Months in which remaining payments will bemade
If the "months in which remaining payments will be made" for this

student are different from the months you reported on the IPS (Item #12),
or if you did not report months to be paid on the IPS, then you must fill in
the information here. The Department will authorize funds for the
projected payments in advance of the months you enter in this item.

If you have students who will be attending a crossover payment
period at the end of the award year, and will be paid in June, July, or
August from this award year's funds, fill in the appropriate months in which
remaining payments will be made.

198X-8X SAR
Part 3
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SPECIAL NOTE FOR SUMMER SCHOOL
AND OTHER CROSSOVER PAYMENT PERIODS:

14> If you choose to-pay crossover payment periods for Summer 1988 out of
1988-89 award year funds, you should prepare the-Payment Documents
as described onlhe previous page (Items .7 and 8), and submit them in
your first botch for this award year.

c If you choose to pay Summer 1989 payment periods out of 1988-89
award year funds, it generally willbe to your advantage not tonotify us
of payments for next summer (by gridding items. 7:and 8) until you are
reasonably certain.that.the student will attend. We' recommendlhat you
do not notify us:until at least January 1989, This.will save you time and
effort, askyou will,have to resubmit Processed Payment Documents for
all stucients:who were expected w attend the Summer payment period,
but tater decided not to attend.

Item #9 - Date enrolled this award year
Fill in the first date that the student was enrolled in the eligible

program for this award year. (For this item, "enrolled" means the first day
the student attended CIP's-9s. Chapter 2 will discuss the regulatory
definition of "enrolled" tot btudent eligibility purposes, which is slightly
aifferent.) If the student enrolled in a crossover payment period before the
first day of the award year (July 1), report the actual date enrolled for this
item, even though that date occurs before the start of the award year. You
do not have to fill in the ovals for this item if the date enrolled for this
student is the same as the date enrolled that you entered in Rem 11 of
your IPS.

Item #10 - FM Adjusted SAI
This item has been added for the 1988-89 award year. Grid one of

the five reason codes on the left-hand side if you are adjusting the SC.I.
(See Section Two, Chapter Two of this Handbook for a discussion of
adjustments and use of the codes.) Then grid the adjusted SAI on the
right side of this item. If you grid both a reason code and an adjusted SAI,
you must pay the student based on the adjusted SAI and not the originally
calculated SAI.

The last oval on the left hand side of this item is for the Secondary
SAI. Grid this )val if you wish to pay the student using the Secondary SAI
as calculated by the processing system. Do not grid the SAI if you are
using the Secondary SAI.

Reporting Expenditures 4 76 297



9

PROCESSED PAYMENT DOCUMENTS
AND BATCH REPORTS

WIMP. .IMPMIIIIMI=MMEI

The payment documents for your students will be processed by the Pell
Grant Program, and a printed copy for each student will be returned to
you, along with a new IPS.

Two separate packages will be sent to your school for each IPS that you
submit with Payment Documents. Package 1 contains a new IPS to use
for your next submission, and a copy of your IPS Batch Report. (If you
sent in an IPS without Payment Documents because you had no new
students and no changes to previous student data in that reporting period,
you will only get back Package 1.)

Package 2 contains a second copy of the IPS Batch Report, and your
Processed Payment Documents, grouped by campus in the following
categories:

Rejected- The information on these documents is inconsistent.
Correct these documents before re-submitting them.

Accepted with Assumptions - The information on the document
was incomplete, so the system made certain assumptions. Review
the documents carefully and resubmit them if corrections are
necessary.

Duplicates - These are duplicates of Payment Documents you
have already submitted to us, and thus are not counted in the "total
amount paid to date" or the "remaining amount to be paid" in the
Batch Report. Keep these documents in your files. You do not
need to resubmit them unless the award year data changes.

Accepted - Keep these documents in your files. You do not need to
resubmit them unless the award year data changes.

The Processed Payment Documents are in attended campus order first,
and then in alphabetical order within the major categories listed above.

The first three items on the IPS Batch Report provide a check on the
information that you reported on the IPS. Items 1 and 2 tell you how many
documents the data processor received, and how they were processed
(e.g., accepted, rejected, etc.). Item 3 is the total amount paid to date for
all the students in that batch (taken from Item 6 on the Payment
Documents). Note that our count in Items 1 and 3 should agree with the
amounts you reported to us in Items 13 and 14 of the IPS.
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Making
corrections
on Part 3 of
the SAR

The last three items show how your payment data was adjusted for any
Payment Documents that were rejected, accepted with assumptions, etc.
The adjustments we made (Item 5) are subtracted from the total payments
for the students in that batch as shown on the Payment Documents (Item
4). The result (Item 6) is the change that we will make to your
authorization.

REPORTING CHANGES ON
THE PROCESSED PAYMENT DOCUMENTS

N.

If the Processed Payment Documents you have received are accurate and
there are no changes to the students' awards, simply retain the Processed
Payment Documents in your files. However, if the information for the
student is wrong or changes during the award year, you may have to
correct the Processed Payment Document and resubmit it with your next
IPS.

Corrections to the Processed Payment Document are made by filling in
the correct information in the blocks under the pre-printed information, and

EXAMPLE
A student enrolls in a program with two terms that make up
one academic year. The student has a Scheduled Award of
$2,000 dollars, and is enrolled full-time. The school uses
Part 3 of the student's SAR to report a $1,000 payment (Item
6), with $1,000 remaining to be paid (Item 7). The student
completes the first term but does not return for the second
term, so the school amends Item 7 on the Processed
Payment Document to show no further payment to the
student.

C7
AMOUNT
REMAINING c7
TO BE PAID

I i 1° to 1 a I *00000 0 0 0

Original
Payment

Document

4

REMAINING *N
AMOUNT
TO BE PAID

$1000

School
--) fills in

(no. 2 pencil)

r
c )0000

I
Processed
Payment
Document

1
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using a Nc. 2 lead pencil to grid that information in the ovals below the
blocks. (See illustration on facing page.) Note that we never use the
information on the IPS to change the information on a Processed Payment
Document. You have to make a correction to a Processed Payment
Document on that document.

If a correction is required, the new information for the student must be
submitted with the next IPS from the school, which must be sent no later
than the end of the next reporting period. The most frequently-required
changes are to cost of attendance (for costs under $3500), verification
status (for a "W" payment without documentation), enrollment status
(term schools), and the payment amounts and dates. Other changes are
less frequent, except in cases of error. For instance, one would not
expect the institution's academic calendar to change during the award
year. Some corrections do not substantially affect the student's award,
and need not be reported to the Department.

Name/Social Security Number- You are not required to report
changes to the student's Name or Social Security Number, but you
are encouraged to do so.

Academic Calendar (Item #2)- You do not have to report this
change if the calendar change is from one type of standard
academic term to another (e.g., from a quarter system to a
semester system). However, changes from a credit hour to clock
hour calendar or vice versa must be reported.

Cost of Atte.tdance (Item #3)- You do not have to report a change
to the cost of attendance if the change does not increase the
amount the student will be paid for the year (Amount paid to date +
Remaining amount to be paid).

Verification Status (Item #4)- If the verification status accepted by
the Pell Grant Program for the student was N, A, T, C, S, or R you
do not have to report a change to that status. You must report a
change for the verification status "W" when you receive full
documentation from the student and complete verification.

Enrollment Status (Item #5A for Term-Based Schools Only) - You
do not have to report a change to enrollment status if the change
does not increase the amount the student will be paid for the year
(Amount paid to date + Remaining amount to be paid).

Optional
corrections
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Multiple
student
records on
the SPS

Active
Records

Hours expected to complete (Item #5B) - You do not haVe to report
a change to this item if the change does not increase the amount
the student will be paid for the year (Amount paid to date +
Remaining amount to be paid).

Months in which remaining payments will be made (Item #8) - You
do not have to report changes to this item. However, if such
changes apply to a significant number of your students, we
encovrage you to report these changes so that your funding can be
adjusted accordingly.

STUDENT PAYMENT SUMMARY

The Student Payment Summary (SPS) is a list of the student data that ED
has in its records for each recipient you submitted for the award year. An
SPS is routinely sent to each school at least twice during the award year
as well as at the end of the award year. You may also request an SPS
from th' Pell Grant Program during the award year. If changes are made
to the student records based on your review of the SPS and the student
Payment Documents, a final SPS will be generated showing those
changes. If you find that you need to make changes to student data,
submit a corrected copy of the student's Processed Payment Document to
us. Do not use the SPS itself to make the changes. Remember that no
Payment Documents/Processed Payment Documents for an award year
will be accepted after December 31st following the end of Zhe award year
(e.g., December 31, 1989 is the last day we will accept payment
documents for the 1988-89 award year).

If you resubmitted a student's document during the award year, you may
see that student listed more than once on the SPS. More than one
student record will be listed if you submit a revised Payment Document
with a different transaction number, a different Attended Campus for the
student, or with certain types of changes to the academic year. When we
create a new record in our files for a previously reported student, we set
the originally reported payment amounts to zero (except for attended
campus changes). For other types of changes to the student records
(such as changes to enrollment status or cost of attendance), we do not
create a now record, but rather replace the data in the existing record.

"Active" records are identified by an arrow (<) in the ACT (Active) column
on the far right side of the SPS. There can only be one active record for
each campus a student attends. No amount will be shown for the
payment information (Items 6-8) if a record is inactive. You should pay
particular attention to the Verification Status, and to the Total Payment
Amount. If the VerificationStatus is "W" (Without Documentation), you
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must resubmit the student's Processed Payment Document when the
verification process is complete, with the appropriate verification code
filled in. The Total Payment Amount is the sum of Items 6 and 7 on the
document, and represents the net payment to the student for the award
year. If this amount is incorrect, you must provide corrected information to
us.

The last page of the SPS is titled "Summary Data," and gives cumulative
payment totals from your IPS, and for the documents that we accepted
from your school. Again, the key item for consistency is "Total Payment
Amount." If you have reported all your payments and changes to those
payments for the award year, this total should equal Item 15 of your IPS
(as printed at the top of the Summary Data sheet). If the totals are
different, you must review your records, and submit documents with
another IPS to correct the error.

Note that there will usually be differences in the total number of
unduplicated recipients, active student records, and the total records listed
on the report. This does not necessarily indicate a discrepancy. You may
have more Active Student Records than Recipients if your institution has
more than one campus, and some of your students have been paid at
more than one campus. The Total Records on this Report may be less
than the total number of Payment Documents/Processed Payment
Documents that you sent us, because we only create a new student
record for certain types of changes.

If your net expenditures to your Pell Grant recipients agrees with the Total
Payment Amount on the SPS, then you do not need to make any
corrections to the student Payment Documents. While you are not
required to retain a copy of the SPS for the award year, we recommend
that you do so. The SPS will help you in responding to questions about
Payment Document data for audit and program review purposes.
Furthermore, if you should lose a Processed Payment Document, your
SPS can be used to document the payment to the student.
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Automated
Clearing
House (ACH)

REQUESTING FUNDS

The reporting system described in this section enables the Department to
track your need for Pell Grant funds during the award year, and adjust
your Pell Grant authorization accordingly. When you request funds from
the Department (for the Pell Grant orthe campus-based programs), that
request is handled by a different system, the ED Payment Management
System (ED/PMS).

The Department's Division of Financial Management Services is currently
converting to a new payment system, known as the Automated Clearing
House (ACH). The ACH should greatly speed up the process of
requesting and drawing down funds. Most of the the postsecondary
schools that participate in the OSFA programs are now using the ACH.
(Schools that are being converted to ACH are sent explanatory materials
along with a direct deposit sign-up form.) Because the request for funds is
usually handled by each school's fiscal officer, we will not review the fund
drawdown procedures in this chapter. If you are responsible for your
school's fiscal office activities, you should refer to the materials prepared
by the Financial Management Service. in addition, OSFA is currently
revising its Blue Book for fiscal officers, which will include a detailed
discussion of the new procedures. Copies of the Blue Book will be made
available to participating institutions upon its completion.

30
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Prepared by:

Development Section
Division of Training and Dissemination
Office of Student Financial Assistance
U.S. Department of Education
400 Maryland Avenue, S.W.
ROB-3 Room 4051
Washington, D.C. 20202

Discrimination Prohibited

No person in the United States shall, on grounds of race, color, or national
origin, be excluded from participation in, be denied the benefits of, or be
subjected to discrimination under any program or activity receiving Federal
financial assistance, or be so treated on the basis of sex under most education
programs or activities receiving Federal assistance.

Material contained in this publication is in the public domain and may be
reproduced, fully or partially, without permission of the Federal Government.
Source credit is requested though not required.
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[ INTRODUCTION
]

The campus-based chapters incorporate changes brought about by the De-
cember 1, 1987 regulations, whichwith the exception of sections .19
became effective February 3, 1988. Sections .19 had not become effective at
the time this Handbook went to print.

This Chapter covers provisions common to all campus-based programs
(Perkins Loans [formerly the National Direct Student Loan Program], College
Work-Study [CWS], and Supplemental Educational Opportunity Grants
[SEOG]). Chapters Six through Eight discuss these programs individually.
The Perkins Loan Program provides low-interest, long-term loans to help
undergraduate and graduate students. The CWS Program gives undergradu-
ate and graduate students the chance to work part-time. The SEOG Program
provides grants to undergraduates who demonstrate exceptional financial
need.

SECTION ONE:
INSTITUTIONAL RESPONSIBILITIES

The campus-based programs are so named because each school is respon-
sible for administering them on its own campus. The financial aid administra-
tor ensures thct eligible students receive program funds in accordance with
the provisions of the law, the regulations, the Program Participation Agree-
ment signed by the Secretary of Education and the school's chief administra-
tive officer, and other criteria the Department of Education may establish.

Additional institutional responsibilities include

o submitting applications for Federal funds and fiscal operations reports to
the Department of Education.
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Sections .8
12/1/87
regulations

o giving students accurate information about Title IV aid programs, compre-
hensive educational costs (direct and indirect), application procedures,
eligibility requirements, and satisfactory academic progress standards.

o evaluating student applications and determining need.

o packaging aid to meet each student's need, to the extent possible.

o verifying the information of students selected under the verification
process (see the 1988-89 Verification Guide for more information).

o notifying all applicants of the action taken on their applications.

o notifying recipients of the amount they can expect to receive and how and
when they will be paid.

o counseling students on financial aid matters.

o disbursing funds.

o revising aid packages to respond to unanticipated situations and docu-
menting the reasons for the revision.

o maintaining adequate records.

o submitting required reports on time.

One very basic institutional responsibility is to hold campus-based funds in
trust for students and not use those funds for any other purpose.

For the Perkins Loan Program, the concept of protedig funds continues to
apply if a school closes or no longer wants to participate in the Program. In
such cases, the school must take one or more specific steps to protect its
outstanding loans. For information on these procedures, see Section 674.17
of the December 1, 1987 campus-based regulations.

PROGRAM PARTICIPATION AGREEMENT

A school that wants to participate in any Title IV student aid program must sign
a Program Participation Agreement with the Secretary. (See Chapter Two for
more information on this Agreement.) The Agreement must be signed by the
school official legally authorized to assume, on the school's behalf, the
Agreement's obligations.

Each campus-based program has specific requirements under this Agree-
ment. See sections .8 of the December 1, 1987 campus-based regulations
for more information.
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SECTION TWO:
FUNDS ALLOCATION

A school must suUmit an application (the FISAP) for each award year it wants
to receive funds from one or more of the campus-based programs. Require-
ments for submitting applications, including submission dates, are published
in the FEDERAL REGISTER. OSFA's Division of Program Operations and
Systems mails applications to all participating schools. For more information
on application procedures or training workshops on completing the FISAP,
contact the U.S. Department of Education regional office serving your State.

The method of allocating campus-based funds to scnools has radically
changed beginning with the 1988-89 award year. Formerly, the Department
of Education apportioned
funds among States, but
allocated funds directly to
schools from each
State's apportionment.
Now, funds are allocated
directly to schools ac-
cording to a statutory for-
mula that does not pro-
vide for appeals. Schools
receive their disburse-
ments in periodic install-
ments, either in advance
or as reimbursements.

Because the statutory
language describes the allocation process in detail, those procedures are not
repeated in the December 1, 1987 regulations. Rather, schools should
consult the sections of the Higher Education Amendments specific to each
campus-based program. Those sections arefor the Perkins Loan Pro-
gramSection 462, for the CWS ProgramSection 442, and for the SEOG
ProgramSection 413D.

II:a NOTE: For the 1988-89 award year, the second step in the reallocation
process provides that 50 percent of the unspent CWS funds available for
reallocation will be set aside for supplemental awards in the Cooperative
Education Program. The funds will be used for initiating, improving, or
expanding the school's Cooperative Education Program in accordance with
Title VIII of the Higher Education Act. This provision will no longer be In
effect as of the summer of 1989.

Statutory
citations
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See Chapter
Two

Written
selection
procedures

Awarding a
"reasonable
proportion"
of aid to less-
than-full-time
students

Special
session

0--
SECTION THREE:

STUDENT ELIGIBILITY

Students receiving campus-based aid must meet the eligibility requirements
listed in Chapter Two, Section One. A school must make campus-based
funds reasonably availableto the extent of available fundsto all eligible
students who demonstrate financial need.

In choosing its aid recipients, a school must develop written selection
procedures that are uniformly applied, and that are kept on file in the student
financial aid office.

Generally, if your school's campus-based allocation is based, at least in part,
on the financial need of any less-than-full-time students, you must award a
reasonable proportion of your allocation to those studentsagain, to the
extent of available funds. This will be true in all situations except the following:

o Schools that now enroll less-than-full-time students but did not do so
through June 30, 1987 will not have to comply.

o Schools whose 1988-89 allocation for an individual campus-based
program is $5,000 or less will not have to comply for that program only.

o Schools that did not receive any Federal Capital Contribution for the
Perkins Loan Program in 1988-89 need not comply for that program only.

The concept of "reasonably available" means that you must set aside a
portion of funds for less-than-full-time students. How much is set aside is left
to the school; the Department does not require a certain allotment. It is, of
course, certainly permissible to set priorities in awarding aid, as long as you
do not exclude those students. It is also not acceptable to make funds
available for less-than-full-time students only on the home campus and not on
any branch campuses.

Less-than-full-time students include correspondence students. To be con-
sidered enrolled in a program of correspondence study, the student must
have completed and submitted the first lesson.

A student enrolled in a special session, such as summer school, may receive
campus-based aid if he or she meets all general eligibility requirements (as
noted earlier, these are listed in Chapter Two) and, either has attended the
school during the preceding term, or has been accepted for the subsequent
term. ("Subsequent term" also means study in an eligible program of study
abroad.) 311
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Jr information on CWS employment during periods of non-enrollment, see
Chapter Seven, page 7-13 .

SECTION FOUR:
NEED ANALYSIS

To determine a student's eligibility for Federal student aid, you must deter-
mine his or her financial need. If the student's cost of attendance exceeds his
or her expected family contribution, the student has need. Allowable costs
of attendance are those that are reasonable, comprehensive costs for an
enrollment period. (See the discussion below.) An expected family contribu-
tion is the combined amounts the student and his or her family are expected
to contribute for educational purposes during the enrollment period.

uZ=i NOTE: The cost of attendance and family contribution figures should
be the same for the campus-based programs and forthe Guaranteed Student
Loan (GSL) Program, unless there is a documented reason why they should
be different.

Beginning with the 1988-89 award year, schools must use the procedures for
determining costs of attendance and Family Contributions (FC's) found in
Part F of the Higher Education Amendments of 1986. Part F describes the
need analysis system called the "Congressional Methodology," which re-
places the Uniform Methodology as the Department's system fordetermining
expected family contributions forthe campus-based and GSL programs. We
discuss below procedures for determining a student's cost of attendance. For
information on determining a Family Contribution, please refer to OSFA's
publication, The Congressional Methodology, 1988-89.

COST OF ATTENDANCE

In establishing cost of attendance figures, schools must develop allow-
ancesreasonable amounts allotted to cover most students' circumstances.
You may establish different categories of students within an allowancefor
example, in-State and out-of-State students or graduate/professional stu-
dents. Remember that you must uniformly apply the appropriate allowances
according to any categories of students you establish.

All allowable costs of attendance discussed below are based on the costs for
a student attending at least half-time for a nine-month academic year. You
may adjust these costs to take into account the period of the award, or you
may adjust them if you believe they do not accurately reflect the student's
actual costs. You must document the reasons for any adjustment and make
them part of your records.

3 1 2

Cost of
Attendance
Expected

Family
Contribution

=Financial Need

1986 iIEA
Part F

Develop
allowances

Based on
9-month
academic
year
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Less-than-
half-time

The cost of attendance for students attending less-than-half-time is based
on the amount of tuition and fees and an institutionally-determined allowance
for books, supplies, transportation and, if applicable, dependent care
expenses. No allowance is provided for room and board or miscellane-
ous personal expenses.

Tuition and Fees

Tuition and fees are those normally assessed a student carrying the same
academic workload as others in a particular course of study and include the
cost of renting or buying any equipment, materials, or supplies required of all
students in that course of study. The cost of attendance for a student
receiving instruction through telecommunications technology may not in-
clude the cost of rt..nting or buying telecommunications equipment. For
example, you may not include the cost of renting or purchasing a television
for a student taking a course transmitted by television.

For a full-time student, a school may base its tuition and fee charges on
either the actual or average amount it charges a full-time student for a full
academic year (nine months). If the school uses an average charge, it may
for the Perkins and CWS programsdetermine separate average costs for
undergraduate, graduate, and professional students participating in those
programs.

If a school establishes its tuition and fee charges based on a residency
requirement (for example, in-State and out-of-State), and it uses an average
charge, it may determine a separate average charge for each residency-
based classification. A school using average charges may use actual
amounts forindividual students whose charges vary greatly from the average.

For a part-time student, a school determines tuition and fees either by
calculating the actual amount it charges that student for an academic year, or
by reducing proportionately the amount it charges a full-time student for an
academic year. If the school uses a full-time charge, it would normally use the
amount it charges most often.

Room and Bnard

Students with No Dependents. Residing with Parents it *I

This student receives a standard room and board allowance of not less than
$1,500.

313
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Students with No Dependents ,

Residing in Insttutionally-Owner= or Operated Housing

Room and board is a standard allowance based on the amount the school
normally assesses most of its residents for room and board (either an actual
or an average charge). You could establish cost ntegories based on high
costs for apartment living vs. lower costs for dormitory residence, for example.

All Other Students ill
1. Pt 4

If the student neither lives with his or her parents nor lives in institutional
housing, or if a student has dependents, you determine an allowance based
on expenses the student reasonably incurs, as long as that allowance is not
less than $2,500. You may wish to conduct a survey to determine reasonable
living costs in your areafor example, to determine the prevaiDig local rent.

NOTE: These allowances are only for periods of enrollment, since the
Congressional Methodology takes into account, through maintenance allow-
ances, nonenrollment periods and costs the student and his or family incur.

Miscellaneous Expenses

Reasonable allowances should be provided for books and supplies, miscel-
laneous personal expenses, and transportation. The school may have
different books and supplies allowances to reflect the requirements of
particular majors such as art, medicine, nursing, law, or engineering.

Personal expenses include items such as clothing and laundry, grooming
aids, insurance, and recreation. The allowance should permit ti le student to
maintain a reasonable standard of living.

Transportation may include the cost of travel between the student's residence
and the school, and travel costs required lor completing a course of study.
When public transportation is not available for travel to and from school, you
have the option of covering the cost of operating and maintaining a car (gas,
oil, license, insurance, repair, for example). In such cases, you may set the
transportation allowance according to the prevailir.g mileage costs used in the
region where your school is located.

For students who live away from home, the travel allowance usually includes
the cost of two or three round trips between the student's residence and the
school by way of a common carrier, economy class.

314
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Number and
age of
dependents

Can include
food and
shelter for
dependents
in some
cases

Dependent Care

An allowance is based on the expenses reasonably incurred, determined by
the number and age of the dependents. The term "dependent" is broader than
the term "child" in the Pell Grant Program, and could include elderly or
disabled adults. It could also include the student's spouse.

The dependent care allowance does not have to reflect actual costs but may
be a reasonable projection of costs the student can expect to incur. The costs
may be determined per individual dependent. As examples of cost catego-
ries, you could establish an allowance for a student with one dependent,
another for a student with two dependents. You could establish an allowance
based on the student's enrollment statushow many hours a week the
student must spend at school.

NOTE: Just before this Handbook went to press, the Department
modified its interpretation of what constitutes a permissible dependent care
allowance. The January 1988 "Dear Colleague" letter (GEN-88-7, page 46)
states that an allowance could be made only if the student could not attend
school unless the dependent were provided care. The allowance was based
on reasonable costs the student would incur while he or she was attending
class and was not to include the general living costs of the dependent.

The Department now supports a broader interpretation of dependent care to
allow aid administrators to decide what costs should be included in the
dependent care allowance. For example, aid administrators may decide to
include the costs of food and shelter for dependents if a family's available
income is less than the Congressional Methodology's Standard Maintenance
Allowance. The authority to do so is based on statutory language and would
not require exercising Section 479A authority.

Handicap-Related Expenses

An allowance is provided for those expenses related to a student's handicap
that are not provided by any other assisting agency or program. The
allowance may include special services, transportation, equipment, and
supplies. There is no predetermined maximum allowance, but you must be
able to justify and document the expenses. Examples of expenses include
text books in Braille or a tape recorder for note-taking.

A handicapped student is defined as one who is mentally retarded, hard of
hearing, deaf, speech- or language-impaired, or visually handicapped. Or,
the student may be seriously emotionally disturbed, orthopedically impaired,
or otherwise health-impaired. A student with specific learning disabilities who
requires special education and related services would also be considered
handicapped.
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Correspondence Study

Allowable costs for students enrolled in a program of study by correspon-
dence are tuition and fees, books and supplies and, if a period of residential
training is required, an allowance for room and board and travel.

The cost of tuition, fees, books, and supplies is the contract price of the
program. Costs are calculated on an individual basis and must reflect actual
costs.

Study Abroad

The school must establish reasonable costs for students enrolled in an
academic program that normally includes a formal program of study outside
the United States. The allowance includes travel costs to and from the foreign
place of study. You are permitted to determine costs and award aid only for
foreign study that is part of the student's academic program.

GSL Origination Fee/Insurance Premium

You may include both the GSL origination fee and the insurance premium as
a cost of attendance if a Guaranteed Student Loan is part of the student's
financial aid package.

In such cases, the full amount of the GSL must be considered as financial
aid when determining future amounts of assistance for the same award
yeardo not subtract the origination fee when you build in a GSL as part of
the student's aid package. For example, if the student borrows a $1,000 GSL
that includes a $15 origination fee, the amount of the GSL built into the
student's aid package would be $1,000.

Developing Budgets

In the past, student budgets were based on a standard nine-month academic
year, but twelve-month budgets could be developed for independent students
and for students attending school year-round. In such cases, a student's
living costs for the three months he or she did not attend school were routinely
built into the student's budget.

Beginning with the 1988-89 award year, schools must develop standard
budgets based on the length of the program or the length of the award period
only. You cannot routinely develop budgets to accommodate living ex-
penses for periods of non-enrollment. For example, if your school had a
category of students enrolled in an eleven-month program, you could not

40 develop a twelve-month budget to accommodate the one-month "lapse" in
funding between one enrollment period and the next. Accommodations for

Based on
length of
award period
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Sec. 479A

See "The
Congres-
sional
Methodology,
1988-89"

living costs are built into the Congressional Methodology, which also accom-
modates some categories of students enrolled in programs longer or shorter
than nine months.*

Of course, the financial aid administrator's adjustment authority would always
permit changes to Individual budgets based on a particular student's
circumstances. Our discussion here attempts to make clear that a standard
accommodation of living expenses for a category of students during periods
of non-enrollment is not permissible.

FAMILY CONTRIBUTION

As mentioned earlier, a student's Fatally Contribution (FC) is determined by
the procedures set forth in Part F of the 1986 HEA, referred to as the
"Congressional Methodology." For complete information on determining a
Family Contribution, please refer to OSFA's publication, The Congressional
Methodology, 1988-89.

For the 1988-89 award year, the Department of Education, through the use
of test cases, is developing a list of certified Need Analysis Servicers (NAS's)
using need analysis systems that will produce Family Contributions exactly
as described in Part F of the HEA. Schools are not required to use one of these
servicers, but doing so will ensure that FC's will be accurate and in accor-
dance with the law. A list of certified Need Analysis Servicers is expected to
be published in the Federal Register in May.

Although strict conformity with Part F of the HEA is required in initially
calculating a Family Contribution, the aid administrator retains the traditional
authority to adjust the Family Contribution in individual cases. You may
adjustup or downif you believe an FC does not accurately reflect the
ability of the student, spouse (if the student is married), and parents (if the
student is dependent) to contribute toward the student's education. You must
document all adjustments in writing and make them part of your records.
Keep in mind that if you adjust a Family Contribution for the campus-based
programs, you must also adjust it for the GSL Programif the student has a
GSLunless you can document why the two FC's should be different.

*For dependent students, the CM requires a recalculation of the expected
family contribution, which adjusts the parental contribution from income. In-
dependent students without dependents are provided a maximum mainte-
nance allowance of $600 a month during periods of non-enrollment. The
allowance is subtracted from the student's income. Although there is a
standard maintenance allowance for independent students with dependents
and no recalculation is required for different enrollment periods, the school
may want to consider whether an adjustment similar to the dependent student
formula would be appropriate. For more information, see OSFA's publication,
The Congressional Methodology, 1988-89.
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ILIr NOTE: You may not automatically adjust Family Contributions for all
applicants or for specific subgroups based on characteristics common to that
subgroupno matter how valid those adjustments might seem to be.

In adjusting a student's Family Contribution, you should consider the follow-
ing items:

o the number of dependents

o the number of dependent children in postsecondary education

o wition costs of dependent children who are attending elementary and
secondary schools

o any serious illness in the family (family members include the studentand
his or her parents, if the student is dependentthe student's spouse, and
any other individuals claimed for Federal income tax purposes)

o othercircumstances that may affectthe ability of the student, spouse, and/
or the student's parents to contribute to the cost of education

o the assets for the student and his or her family

You also have the option of changing a student's status from dependent to
independent (thus eliminating any parental contribution) if you can document
unusual circumstances. For more information on this procedure, known as
a dependency status override, see Chapter Two, Section Three, "Using the
Federal Processing System."

3' NOTE: To determine a Native American's Family Contribution, you
may not consider the following as income or assets of the student or the
student's family:

o awards made under Pub. L. 98-64, the Distribution of Judgment Funds
Act (25 Ll.S.C.1401 et seq.); the Alaska Native Claims Settlement Act
(Authority: 43 U.S.C. 1601 et seq.); and the Maine Indians Claims
Settlement Act (25 U.S.C. 1721 et seq.). However, if individual awards
underthe first two acts exceed $2,000, the portions of those awards over
$2,000 will be considered income or assets

o property that may not be sold or encumbered without the consent of the
Secretary of the Interior

o any other property the U.S. Government holds in trust for the student or
his or her family
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OVERAWARDS

rAt the time the Handbbbkwerit to press, the treatment of excess
earnings was correct as'described section. However, thP
Division of Policy and ProgranDevelopment expects to publish
an NPRM during the 1988=09 awardYearto change the treatment
of exCesseamingS. beCisions on.this issue have not yet been
made,but the Haridbookwill beupdated as necessary. Note that
no changes are expected if an excess is In the form of .a grant or

loan. .1

You may not award campus-based aid if that aid, when combined with all
other resources, would exceed the student's need. You must take into
account those resources you can reasonably anticipate at the time you award
aid, those your school makes available to its students, or those you know
about. (For examples of resources, see sections .14(b) of the December 1,
1987 campus-based regulations.) The Department encourages aid admin-
istrators to establish procedures to monitor the amount of assistance
awarded campus-based recipients.

If the student receives additional resources before you disburse any campus-
based aid, and thus resources plus aid exceed need, the overaward is the
amount that exceeds need. You must reduce the excess by taking the steps
described below. "Additional resources" are any non-Title IV funds not
awarded by your school.

If a student receives additional outside funds after you have disbursed aid,
and those funds plus the original aid package exceed need by less than $200,
the student is not considered to be overawarded.

If need is exceeded by $200 or more, the overaward is the amount that
exceeds $199. You must take steps to reduce that excess. First, recheck the
cost of attendance and the student's Family Contribution (FC). Have there
been any changes that would warrant increased aid? Does the student have
any additional educational expenses to which the excess funds could be
applied? If not, determine if any of the excess aid is permitted to be substituted
for the FC. (You may substitute PLUS loans, Supplemental Loans for
Students, non-need based Income Contingent Loans [ICL's],* and State-
sponsored or private loans. However, if the amount of any loan(s) exceeds
the FC, the excess is a resource.)

*Income Contingent Loans are currently operating as a pilot program in 10
schools. These loans will be expanded beginning with the 1989-90 award
year and will be discussed in the Handbook at that time.
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The next steps in reducing an overaward depend on whether the excess is a
grant or loan or whether excess earnings are involved.

If the excess is in the form of a grant or loan, you should attempt to adjust
the aid package by first, reducing or cancelling any undisbursed loans or
grants (except for Pell Grants); second, stopping CWS employment; and
third, attempting to recover funds from the student, who is liable for any
overpayment of a loan or grant (excluding Pell Grants). If you must attempt
to collect from the student, the Department requires you to make a "reason-
able effort" to recover the amount. This consists of a written demand to the
student for repayment of the overaward, including a notice that failure to repay
will mean the student will be ineligible for further Title IV aid.

uN:' NOTE: Your school is also liable if the overpayment of a grant or loan
occurred because the school failed to consider appropriate resources or take
other steps required to prevent an overaward. In such cases, if you cannot
collect the overpayment from the student, your school must repay the excess
amount plus any administrative cost allowance claimed on that amount. This
is true whether or not the student will be enrolled for the next academic year.

If the overaward is the result of excess earningsCWS or otherwise
you would take the same three steps mentioned in the case of an excess in
the form of a grant or loan. If there is still an overaward and if the student is
enrolled for the next academic year, you must apply the excess toward next
year's costs. If the student will not be enrolled the next year, you have no
further obligation.

111=' NOTE: A student can continue to work even in an overaward situation,
as long as he or she is not paid from CWS funds. However, any excess money
earned must be counted as a resource for the next academic year. (Again,
if the student will not be enrolled next year, you have no further obligation.)

COORDINATION WITH BUREAU OF INDIAN AFFAIRS GRANTS

To determine the amount of campus-based aid for a student who is or may
be eligible for a Bureau of Indian Affairs (BIA) grant, you must first develop a
financial aid package without considering any BIA funds. If the total aid
packageafter BIA funds are addeddoes not exceed the student's need,
you may not adjust any campus-based aid. If the total package plus the BIA
grant does exceed need, you must eliminate the excess by first reducing any
Perkins Loans awarded, then any CWS funds, and then any SEOG funds.
(You may notreduce any Pell arant funds, nor may you reduce the BIA grant.)

Et's NOTE: You may alter this sequence of reductions if the student
requests it, and if you believe the change would benefit the student.
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In determining the amount of financial need for a student eligible for a BIA
grant, you are encouraged to consult with area officials in charge of BIA
postsecondary financial aid.

Ti
SECTION FIVE:

FISCAL OPERATIONS REPORT (FISAP)
AND RECORDS REQUIREMENTS

For information on general records and reporting requirements, see Chapter
Two, Section Five, "Administrative and Fiscal Standards," and the current
edition of the "Blue Book."

CAMPUS-BASED PROGRAM RECORDS

A school must keep financial records that reflect all campus-based program
transactions and must keep all records supporting its application for campus-
based funds (including records for students who applied for, but did not
receive, any financial aid). The school must keep general ledger control
accounts and related accounts that identify each program transaction and
separate those transactions from other institutional financial activity.

Generally, you must keep records for any award year for five years after you
submit the Application and Fiscal Operations Report (FISAP) for that year.
There are two exceptions: one for loan records (see "Perkins Loans," page
5-15) and one for records of expenditures questioned in audits or program
reviews. The latter must be kept until the questions are resolved. A school
may substitute microfilm copies for original records, or it may keep its records
in computerformat. If a school chooses the computerformat, it must keep the
source documents supporting the computer input either in hard copy or in

microforms.

Campus-based program records must

o identify each student's account and its statusamounts awarded, dis-
bursed, etc.

o be reconciled at least monthly. (This applies to fiscal information only.)

o show the eligibility of each student who received campus-based funds.

o show the amount of each student's need and how it was met.
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1 NOTE: With the publication of the December 1, 1987 campus-based
regulations, a school is no longer required to obtain a written acceptance
from the student of the Federal financial aid offered.

Perkins Loans

The school must keep all loan applications for those students it reports on its
FISAP.

The school's records must also include a repayment history for each bor-
rower, containing

o the date and amount of each repayment during the life of the loan.

o the amount of each repayment credited to principal, interest, late charges,
and collection costs.

o the date, nature, and result of each contact with the borrower (or endorser)
in the collection of an overdue ban.

o copies of all correspondence to or from the borrower and endorser, except
for bills, routine overdue notices, and routine form letters.

O A school must keep these repayment records, including cancellation and
deferment requests, for at least five years from the date the loan is repaid,
cancelled, or assigned.

113=' NOTE: A school does not have to keep separate records for the former
National Defense and Direct Loan Programs, except for loan cancellation
records.

College Work-Study

Under CWS, records must also include

o a certification, signed by the student's supervisor (an official of the school
or off-campus agency) that a student has worked and has earned the
amount being paid.

o a payroll voucher with sufficient information to support all payroll disburse-
ments. (See Chapter Seven, page 7-12 for more information.)

o a non-cash contribution record, if a school paid its share of a student's
earnings in the form of services and equipment. (See Chapter Seven,
page 7-15 for information on non-cash contributions.)
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FISCAL OPERATIONS REPORT

A school must submit annually a Fiscal Operations Report and any other
reports the Department of Education may require in connection with admini-
stering the campus-based programs. The information reported must be
accurate and verifiable.

The Fiscal Operations Report is combined with the application for campus-
based funds into a single formthe FISAPand is usually mailed to schools
each summer. The cover letter accompanying the form specifies the date the
report is due. The school's fiscal and financial aid offices complete the form
jointly.

SECTION SIX:
ADMINISTRATIVE COST ALLOWANCE

Schools participating in the campus-based programs are entitled to an
allowance to help offset administrative costs, such as salaries, furniture,
travel, supplies, and equipment. The allowance can also be used for service
fees that banks charge for maintaining accounts. Computer costs associated
with Perkins Loan billing may also be paid from this allowance.

The administrative cost allowance is based on the total expenditures for al:
three programs, excluding the amount of Perkins Loans/NDSL's assigned to
the Department and any CWS expenditures under the Community Service
Learning (CSL) Program. Schools receive a separate administrative cost
allowance for this program, equal to 10 percent of the CWS wages (Federal
and institutional share) paid to students employed under CSL. (For more
information on this program, see Chapter Seven, page 7-21.)

The campus-based cost allowance is calculated by adding the following:

c 1
5 percent of a school's first $2,750,000 of expenditures

+
4 percent of expenditures greater than $2,750,000 but less
than $5,500,000

+
3 percent of expenditures greater than $5,500,000

Common Elements-5-16
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Ijy) NOTE: The total allowance is a deduction from the school's art, tual
authorizations for the SEOG and CWS programs and from the Perkins Loan
Fund. It is not a separate allowance sent to the school.

Schools may use the allowance to help pay the costs of adMinistering not only
the campus-based programs, but the Pell Grant Program as well. Adminis-
trative costs also cover expenses for carrying out the student consumer
information services requirements (Subpart D of the Student Assistance
General Provisions regulations, 34 CFR Part 668).

illg' NOTE: A school may draw its allowance from any combination ofcam-
pus-based programs, or it may take the total allowance from only one
programprovided there are sufficient funds, of course. However, a school
may not draw any part of its allowance from a campus-based program unless
it has disbursed funds to students from that program during the award year.
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Prepared by:

Development Section
Division of Training and Dissemination
Office of Student Financial Assistance
U.S. Department of Education
400 Maryland Avenue, S.W.
ROB-3 Room 4051
Washington, D.C. 20202

Discrimination Prohibited

No person in the United States shall, on grounds of race, color, or national
origin, be excluded from participation in, be denied the benefits of, or be
subjected to discrimination under any program or activity receiving Federal
financial assistance, or ba so treated on the basis of sex under most education
programs or activities veceiving Federal assistance.

Material contained in this publication is in the public domain and may be
reproduced, fully or partially, without permission of the Federal Government.
Source credit is requested though not required.
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MI=l".!!
INTRODUCTION

Beginning with the 1987-88 award year, the Perkins Loan Program became
the new name for the National Direct Student Loan Program. The name
change honors the late Carl D. Perkins, former chairman of the House
Education and Labor Committee. The change is the second this program has
undergone: When A began in 1958, it was the National Defense Student Loan
Program. It became the National Direct Student Loan Program in 1972.
(Defense Loans are those made before July 1, 1972. Direct Loans are those
made between July 1, 1972 and June 30, 1987. Perkins Loans are those
made on or after July 1, 1987.)

1958 July 1, 1972

National Defense
Student Loans

National Direct
Student Loans

July 1, 1987

Perkins Loans

Al A

Perkins Loans are low-interest, long-term loans made through institutional fi-
nancial aid offices to help needy undergraduate and graduate students pay
their postsecondary educational costs. For loans made before July 1, 1981,
the interest rate is 3
percent per year on
the unpaid balance.
For loans made be-
tween July 1 and Sep-

July

1981,1981
tember 30, 1981, the
interest rate is 4 per-
cent. For any loans 4-
made on or after Octo-
ber 1, 1981, the inter-
est rate is 5 percent. 3% 4% 5%

Interest Rates

October 1,

1981
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Priority for
those with
exceptional
financial
need and
those eligible
for Pell
Grants

Schools can
request
certain
disclosures

Willingness
to repay

Schools may
set priorities

SECTION ONE:
STUDENT ELIGIBILITY

}
To be eligible for a Perkins Loan, a student must meet the eligibility
requirements listed in Chapter Two. Note two additional requirements: First,
priority must be given to those students with exceptional financial need, which
you must define using procedures you have established for that purpose.
Second, you must determine a student's eligibility for a Pell Grant before he
or she can receive a loan. A preliminary hand calculation is acceptable, but
you must back it up with a Student Aid Report (SAR).

Your school must comply with the equal credit opportunity requirements of
Regulation B (12 CFR Part 202). The Department considers the Perkins Loan
Program to be a credit assistance program authorized by Federal law for the
benefit of an economically disadvantaged class of persons within the mean-
ing of 12 CFR 202.8(a)(1). Therefore, you may request a loan applicant to
disclose marital status, income from alimony, child support, and spouse's
income and signature.

One other factor you must consider in selecting among eligible applicants is
evidence of a student's willingness to repay. Default on a previous loan or a
history of unpaid debts indicates an unwillingness to repay. However, if the
borrower has made satisfactory arrangements to repay his or her debts, you
may award a Perkins Loan. (For more information, see "DEFERMENT AND
DEFAULT," page 6-24.)

ITZ=" NOTE: A loan discharged in bankruptcy is not considered to be in de-
fault. However, a borrower whose loan was discharged in bankruptcy must
reaffirm the debt in order to borrow under the Perkins Loan Program in the
future. For more information on bankruptcy, see page 6-46.)

Loans must be available to all levels of students, without discrimination. You
may not exclude a particular category of students, such as graduate, half-
time, or independent students. However, you may set certain priorities when
you package. As an illustration, you could first distribute Perkins Loans to full-
time third-year students who have at least $500 in financial need after the
Family Contribution, Pell Grants, and any scholarships received have been
subtracted from the cost of attendance. You may not use Perkins Loan funds
exclusively for such a group, of course, but it is permissible to establish
priorities.

Perkins Loan Program-6-2



SECTION TWO:
MAKING AND DISBURSING LOANS

LOAN LIMITS

The maximum amounts a student may borrow are-

o $4,500 for a student enrolled in a vocational program or for a student who
has not successfully completed two academic years of study toward a
bachelor's degree.

o $9,000 for a student who has successfully completed two academic years
of study leading to a bachelor's degree and has achieved third-year status.
This includes any amount borrowed during the first two years of study.

o $18,000 for graduate or professional study. This includes any amount
borrowed for undergraduate study.

These amounts are lifetime limits. Unlike the Guaranteed Student Loan
Program (see Chapter Nine), repayment does not establish new loan limits.
For example, a student who had borrowed $18,000 while earning bachelor's
and master's degrees would not be eligible for a new loan for a doctoral
program, even though the student had repaid part or all of the $18,000. A
student who had borrowed $9,000 while earning a bachelor's degree would
be ineligible for another loan if he or she later enrolled in a program for a
second undergraduate degree. However, if the student had borrowed only
$6,000 while enrolled for the first bachelor's degree, he or she could receive
up to $3,000 while studying for the second.

111:' NOTE: A student who has already borrowed $4,500 cannot borrow
additional funds for a program of study that does not lead to a bachelor's or
higher degree.

Students who return to school to take courses required for a teaching
certificate may be considered either undergraduate or graduate students,
depending on the school's policy. That decision is left to the school. If your
school considers such students graduate students, and you have a student
who has already borrowed $9,000, that student is still eligible to receive an
additional Perkins/NDSL. If the policy is that these students are taking
undergraduate courses, that student would not be able to receive an addi-
tional loan.

332
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Must provide
certain
information

COUNSELING STUDENTS

Before making the first Perkins Loan disbursement, you must have the
student sign the promissory note (see page 6-5), and you must furnish each
student with certain information: You must tell each student about his or her
rights and responsibilities under the Program. You must inform the student
that the loan may be used only for educational expenses, and that he or she
must repay it. You should also make sure the student knows that the school
holds the promissory note.

You must also provide the following information:

o the name of your school and the address where communications and
payments should be sent

o the principal amount of the loan, the interest rate, the total amount the
student will owe, and an estimate of the monthly payment needed to repay
that amount. You must also tell the student when he or she must start
repayment, and when he or she must begin paying the interest that
accrues

o the yearly and total amounts the student can borrow, the maximum and
minimum repayment terms your school may impose, and the minimum
monthly repayment

o a complete list of charges connected with making the loan, including
whether those charges are deducted from the loan, or the student must
pay them separately

o an explanation of the costs that may be assessed the student in collecting
the loan, such as late charges and collection and litigation costs

o a summary of deferment and cancellation provisions, including a brief
notice about the Department of Defense program for repaying loans
based on certain military service (For more information on this program,
see page 6-21)

o an explanation of default and its consequences, including a statement that
the default may be reported to a credit bureau or credit reporting agency

o the effect of accepting the loan on the student's eligibility for other student
financial aid

o an explanation of refinancing and loan consolidation options

o a reminder that the student can,repay the entire balance and interest at
any time, without penalty

33 3
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You must provide this information to the studentin writingas part of your
application material, as part of the promissory note, or on a separate form.
While the information can be mailed to students, it is preferable for you to meet
with them to answer their questions and to emphasize their responsibility to
repay their loans.

You are encouraged to use this initial counseling session to obtain the
following information from students, which could be valuable later for use in
collection procedures:

o student's name, current address, and Social Security Number

o parents' permanent address

o te'aphone numbers of the student and his or her parents

o expected date of graduation

o spouse's name and address

o spouse's employer

o names and addresses of two or three personal acquaintances

o student's driver's license number

This information will help you locate students who leave school without notice
or who do not attend the exit interview.

Effective "pre-loan" counseling sessions will satisfy the requirement to tell
each borrower about his or her rights and obligations and provide information
about the nature of a Perkins Loan. However, this counseling may not be
used to satisfy the requirement for an exit interview. (See Section Six, page
6-33 for more information.)

THE PROMISSORY NOTE

The promissory note is the legally binding document that is evidence of a
borrower's indebtedness to a school. A student must sign this note before he
or she can receive any Perkins funds and must be given a copy of the note
at (or before) the exit interview. The note includes information about the
interest rate on the loan, repayment terms, minimum rates of repayment,
deferment and cancellation provis'ins, and late charges.

Without a valid noteone that would be upheld in a court of lawthe lending
institution has no recourse against a borrower who defaults. In such cases,
the school would have to repay to its Perkins Loan Fund any amounts loaned

3 3 4
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Direct Loan
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as well as any administrative cost allowance claimed on those amounts.
Some examples of invalid notes include an out-of-date note, a note that has
been changed after it has been signed, or a note without proper signatures
or dates for loan advances.

The December 1, 1987 campus-based regulations contain sample promis-
sory notes. Two are for those who have Perkins Loans: one note for
borrowers attending at least half-time, one for less-than-half-time borrowers.
Perkins Loan notes contain all the new provisions (such as deferment and
cancellation) enacted by the 1986 HEA Amendments.

Two other notes are for those who have Direct Loansagain, one note for
borrowers attending at least half-time, one for less-than-half-time borrowers.
Using two sets of notes will avoid confusion over which previsions apply to
which borrowers. Once you have categorized a student as a Perkins or Direct
borrower, the provisions of the appropriate promissory note will continue
with that borrower for the life of the loan.

Direct Loan notes contain three provisions also found in Perkins Loan notes:

o The iate charge a school must assess the borrower for failing to pay all or
part of an installment when due may not exceed 20 percent of the
borrower's monthly, bimonthly, or quarterly payment. The school must
establish a charge based on reasonable expenses incurred in billing a
borrower. (For more information, see page 6-36.)

E NOTE: Schools were authorized to assess late charges begin-
ning January 1, 1986; they were required to assess them beginning July
1, 1987.

o If the amount of the borrower's monthly or other payment is nota multiple
of $5, the school may round each payment to the next highest $5
increment.

o The school must charge a borrower for the full amount of contingent fees
charged the school by a collection firm. These fees are considered part
of "reasonable collection costs," for which the borrower is fully liable.

Schools are strongly encouraged to issue new Direct Loan notes so that these
three provisions will be incorporated. New notes must list the borrower's old
advances and the original dates they were made. The borrower must initial
or sign next to each advance and must date each signature. Schools may
deny new advances if a borrower does riot want to re-sign. When the
borrower re-signs forpast advances, he or she is agreeing to the three revised
provisions. No other Direct Loan note provisions would change.

Perkins Loan Program-6-6
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Schools should not destroy their old promissory notes, but should mark them
as superseded and keep them with the new notes.

IM" NOTE: If the student changes enrollment status from less-than-haff-
time to at least half-time, or vice versa, the student must sign a new
promissory note.

School-Designed Note

Your school need not use the sample notes in the December 1, 1987 campus-
based regulations, but your notes must comply with their contents and must
contain certain minimum information (see the Appendix at the end of this
chapter).

The note may be printed on more than one sheet of paperif the borrower and/
or endorser signs each page, or if each page contains the number of that page
plus the total number of pages in the note (for example, page 1 of 3, page 2
of 3).

If your school wants to develop its own note, there are two types: "open end"
and "closed-end" ("limited") notes.

"Open-End" Note

An open-end note does not itself xntain the specific amount of the approved
loan. Instead, at the time of each disbursement, you must enter the amount
received and the date of receipt in the "Schedule of Advances," which is made
a part of the note. The borrower must sign this Schedule each time he or she
receives a disbursement. It is not acceptable practice for the student to
sign in advance.

If your school uses an open-,:nd note, it does not have to issue new notes for
future loans it makes to the same borrower, unless the requirements of the
Perkins Loan Program are changed by statute or regulation.

The sample notes in the December 1, 1987 campus-based regulations are
open-end notes.

"Closed-End" or "Limited" Note

This note is valid for not more than 12 months and usually covers one award
year or one academic year. The amount of the loan must be entered in the
note. Closed-end notes can be designed fora single disbursement or multiple
disbursements. If your school uses multiple disbursements, the borrower
must sign for each advance. If there will be only one disbursement, the
borrower's signature at the bottom of the note is sufficient.
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Optional Provisions

There are certain optional provisions a school may include in its promissory
note. Those not included cannot be used in loan collection. The provisions
are-

1. Minimum Repayment

Under a ten-year repayment plan, if a borrower's monthly payments would be
less than $30, a school may require a minimum repayment of $30 per month
(or the equivalent amounts in bimonthly or quarterly installments).

2. Signed Under Seal

A note can be "signed under seal," if a State has such a provision. This means
if the school inserts the sentence, "This note is signed as a sealed instrument"
just above the borrower's signature and inserts the word "seal" next to the
borrower's signature, the statute of limitations on the loan is extended beyond
the usual six years. The length of the extension varies from State to State:
in some Sates, it will be extended for a specificand signiIicantperiod of
time; in other States it will be, in effect, extended indefinitely. If your school
includes such a provision, the borrower is expected to continue payinci on the
noteand your school is expected to continue its collection proceduresfor
a much longer period. If the "seal" references are not included in the note, he
normal statute of limitations will apply.

3. Academic Transcripts

A school may include a provision that it will not release a student's academic
transcript if the student is in default.

4. Confession of Judgment

This provision allows the school to attach the borrower's assets immediately
upon default. The assets that can be attached vary by State.

Schools should consult their attorneys if they want to include options 2, 3, or
4 in their notes.

Attaching Repayment Schedules

A repayment schedule, which the borrower must sign, must be attached to the
original note (and to each copy of the note in the school's file) at the time the
borrower leaves the school. The Department of Education recommends a
repayment schedule that shows the principal and interest due on each
installment and the amount left to be paid. This type of schedule is not a
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requirement; however, as a minimum, a repayment schedule should con- Repaymenttain schedule
provisions

o the number of repayments of principal orthe number of equal repayments.

o the rate of interest.

o the date the first repayment is due.

o the frequency of repayments.

Disposition of the Promissory Note

Notes must be kept in a locked, fireproof containeror, alternatively, in a bank
safety deposit box. Only authorized personnel may have access to the notes.

If an error is discovered in a promissory note, your school should obtain legal
advice eout what action should be taken. The appropriate school official, the
student, and if necessary, an endorser, should sign or initial all approved
changes in the note.

When a loan has been repaid, mark the note "Paid in Full," have it certified by
an official of your school, and give the original note to the borrower. Your
school must keep a copy of the note for at least five years after the date the
loan was repaid in full.

A promi::soiy note may be assigned only to

o a school participating in the Perkins Loan Program,

o the U.S. Department of Education (se ,sction Six, page 6-48 for a
discussion of assignment), or

o a school to which the borrower has transferred (if the school participates
in the Program or is eligible to participate and is approved by the
Department of Education to receive promissory notes).

The school that transfers a note assigns all rights to amounts collected to the
school that accepts responsibility for the note.

Except under the circumstances given above, a promissory note may not be
assigned or transferred.

3:-38
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DISBURSING FUNDS

Loans may be either disbursed directly to students or credited to their
accounts. Whichever method you choose, you must keep either cancelled
checks or vouchArs as evidence of payment.

You may not disburse funds for a payment period until the student registers
for that period. (Correspondence students must submit their first completed
lessons before receiving funds.) You may disburse directly to the registered
student no more than 10 days before the first day of classes of a payment
period. You may credit the student's account no more than 3 weeks before
the first day of classes of a payment period. (These provisions are also true
for the SEOG Program.) Under the old campus-based regulations, schools
could disburse a Perkins Loan (or an SEOG) only at the beginning of, or
within, a pay period. The new disbursement policythe result of the
December 1 , 1987 regulationsoffers greater flexibility and is now consistent
with that of the Pell Grant Program.

Keep in mind that if you make advance payments, your school must accept
the responsibility resulting from any overpayment. If a student should
withdrawor be expelledbefore the first day of classes, for example, all
funds disbursed are considered an overpayment and must be restored to the
Perkins Loan Fund. A student who never begins class is considered to have
withdrawn.

CZ' NOTE: Normally, a school official may not obtain a student's power of
attorney to endorse any check used to disburse funds or to sign for any loan
advance. However, the Department of Education may grant exceptions in a
limited number of cases, such as for students studying in off-campus
programs, particularly those studying abroad. This is permitted only when no
appropriate person other than a school official is available to endorse the
check. The school must obtain the Department's approval.

If you are making a loan for a full academic year and your school uses
standard academic terms, you must advance a portion of the loan during each
payment period. Payment periods are defined as semesters, trimesters, or
quarters. The amount to be advanced is usually determined by dividing the
award by the number of payment pen: Is in the academic year. If your school
does not use standard academic terms, you must advance funds at least
twice during the academic yearonce at the beginning and once at the
midpoint. Normally, no more than half the loan may be advanced before the
midpoint (for the exception, see the "Note" near the top of the next page).

For a student attending less than a full academic year, divide the award by the
number of payment periods the student will attend.
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Only one payment is necessary if the total amount awarded under the
Perkins/National Direct Student Loan and SEOG programs is less than $501.

IfiZ' NOTE: If a student incurs uneven costs during an academic year and
needs additional funds during a particular payment period, you may advance
the additional amount whether or not your school uses standard aca-
demic terms. (This is a change from former policy, which was that only
standard term schools could disburse extra funds in a payment period.)

For example, a student will receive a $1,000 Perkins Loan, and the student
must spend $300 for books and supplies at the beginning of the school year.
That $300 could be disbursed along with the first payment. To determine the
first payment, subtract the extra amount (in this case, $300) from the total loan
and divide the remainder by the number of payment periods. The regular
amount for one payment period is then added to the extra amount to
determine the initial payment.

If your school has a two-semester system, the payments would be determined
as follows:.----..

f $1,000 Total loan
- 300 Additional costs at beginning of school
$ 700 -:. 2 payment periods = $350 regular payment

$ 350
L-E$ 300

$ 650

Regular payment
Extra for books and supplies
Total first disbursement
($350 would be the second disbursement)

Within a payment period, you may advance funds in whatever installments
you determine will best meet the student's needs.

Ili NOTE: A six-month training program that prepares students for
employment in a recognized occupation equals a full academic year for
disbursement purposes. A six-month program is one that is 600 clock hours,
16 semester hours, or 24 quarter hours.
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SECTION THREE:
REPAYMENT

REPAYMENT PERIODS

The term "repayment period" refers to the span of time the borrower has to
repay his or her loanusually a maximum of 10 years from the time
repayment begins. (For the exception, see the discussion of "low-income
individual" below.) Repayment begins after an initial "grace period" has
expired, or may begin sooner at the borrower's request. Grace periods are
normally either six or nine monthstheir length varies because of legislative
changes to the Perkins/NDSL Program over the years. These changes also
result in different repayment terms, depending on when a borrower took out
a loan.* One borrower may have several loans each is subject to the
repayment terms in effect at the time the particular loan was made.

A borrower's repayment period may be extended by deferments (that is,
oeriods of time during which no payments are requiredsee Section Four,
page 6-21) or may be extended to avoid hardship (as in cases of prolonged
illness or unemployment). In such cases, payments are reduced. A borrower
may also be able to receive a deferment to avoid hardship (see page 6-22).
Repayment periods may vary because of minimum monthly repayment
requirements (see "MINIMUM REPAYMENT RATES," page 6-18 for more
information).

Repayment Period Established by Higher Education Act of 1965
(November 8, 1965 to September 30, 1980)

Borrowers must repay their loans, plus interest, in quarterly, bimonthly, or
monthly installments over a 10-year period. The borrower may repay in
graduated installments if the Department of Education approves. Repayment
begins nine months after the borrower drops below at least half-time study
at an institution of higher education or at a comparable school outside the U.S.
that the Department of Education has approved. The repayment period may
begin earlier if the borrower requests it.

*Under the original National Defense Education Act of 1958, a repayment
period began one year after the borrower dropped below full-time study.
These terms were in effect through October 15,1964. From October 16,1964
through November 7, 1965, a repayment period began one year after the
borrower dropped below half-time study.
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Repayment Period Established by Education Amendments of 1980
(Beginning October 1, 1980)

The provisions are the same as those above, with two exceptions:

(1) Repayment begins six months after the borrower drops below at least
half-time attendance.

(2) If a borrower qualifies as a "low-income individual" during the 10-year
repayment period, the lending institution may extend the repayment
period up to 10 additional years. A "low-income individual" is one
whose family's taxable income for the preceding calendar year did not
exceed 150 percent of the poverty level established by the Bureau of the
Census forthat year. The borrower's family includes any spouse c.
dependents. The school may also adjust the repayment schedule to
reflect the income of such a borrower. (Wnen we say "adjust," we mean
the school could require the borrower to pay $10 for six months, for
example, and then $50 a month to catch up. In this way, the repaymer
period would not be extended. Or, the school could allow the borrower
to pay $10 a month for a year and then resume normal payments$30
a month, for example. This would extend the repayment period.)

You must review the borrower's status annually to determine if he or she
still qualifies as a "low-income individual." If not, you must adjust the
repayment schedule appropriately.

Repayment Period Established by Higher Education Amendments of
1986

Many provisions are the same as those established by the 1980 Education
Amendments, with certain additions or changes:

o You must establish a repayment plan before the student ceases to be at
least a half-time student.

o If the last scheduled payment would be $15 or less, you may combine it
with the next-to-last payment.

o You must apply any repayment received in the following order:

*Collection costs
*Late charges (or penalty charges)
*Accrued interest
*principal

3 2
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Perkins Loan Borrowers

A Perkins Loan borrower can be one of two typesfirst, one who borrows for
the first time for periods of enrollment beginning on or after July 1, 1987. The
second type is someone who has borrowed in the past but whose loan(s) has
been paid in full or has been cancelled, and who will be borrowing for periods
of enrollment beginning on or after July 1, 1987.

Borrowers Attending at Least Half-Time

Repayment begins nine months from the date the borrower ceases to be at
least half-time. The rest of the repayment terms established by the 1980
Education Amendments continue to apply.

L

Attending at Least Half-Time

1, 2 3 4 .5 6 7 $ 9

Date Repayment
borrower. begins

. .

drops
below
half-time

Borrowers Attending Less-Than-Half-TimeNo Outstanding Perkins
Loan(s)

Repayment will usually begin nine months from the date the Perkins Loan is
made.
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However, if a student receives a loan within nine months after dropping
belowhalf-time status, repayment will begin nine months from the date he
or she dropped below half-time. For example, a student starts school full-
time in September, 1988. She does not have a Perkins Loan. In January
1989, she drops to one-quarter time. In March, she receivesa Perkins Loan.
She must begin repayment in October 1989nine months from the date she
dropped below half-time (January), not nine months from the date the loan
was made (March).

1
:Sept. '83:2
'student
starts
school full
:time

no Perkins
Loan

11.1,11111.1l01.111131111111111...r.4,.+111111M111111,11Mmt141111.(1.

,Jen.
student
drops
:to 1/4-time

a months

March '89
student
receives

Perkins

than

1

0ctOber '89
repayment
begins

Borrowers Attending Less- Than - Half -Time With Outstanding Perkins
Loan(s)

If the less- than -half -time borrower has an outstanding Perkins Loan, repay-
ment on an additionalloan begins when the next scheduled installment of
the outstanding loan is due.

For example, suppose the borrower has
been making monthly repayments on Perk-
ins Loan #1. He takes out Perkins Loan #2
in September, 1988. His next scheduled
payment on Loan #1 is October 15. He will
begin repaying Loan #2 at the same time.
Remember, the repayment status of the
outstanding loan determines the repay-
ment status of the second loan. If the
previous loan is being deferred for up to
three years of military service, for example,
the second loan will be deferred for the
same length of time.

I.
-Borrower making
monthly payments
on Loan #1

Sept. '88
borrower
takes out
Perkins Loan #2

Oct. 15, '88
payment
begins on
Loan #1 and
on Loan #2
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GRACE PERIOD

As mentioned earlier, a "g race period" is the period of time before the borrower S
must begin repaying the loan. This is known as the "initial" grace period. (For
information on a "post-deferment" grace period, see page 6-23.)

When a borrower leaves school, the grace period may begin either on the first
day of the month following the month the borrower leaves, or on the actual
date of the borrowers separation, whichever the school chooses.

For students attending at least half-time, the grace period does not end until
they cease to be at least half-time for a continuous period of six or nine
months, whichever is applicable (see the previous discussion of repayment
periods beginning on page 6-12). For example, a borrower takes out a loan
in the fall quarter, drops out of school for the winter quarter, and resumes at
least half-time study forthe spring quarter. The borrower would still be entitled
to a full grace period if he or she again leaves school or drops below half-time
status.

E NOTE: For loans made before October 1, 1980, if the grace period
has expired on one loan and a borrower resumes study and receives a second
loan (also before October 1, 1980), he or she would receive another grace
period only for the second loan. For example, a student attends school for
one year and then drops out. The applicable grace period expires, and the
borrower begins repayment. The borrower decides to retJrn to school to
complete the course and receives another loan. When the student finishes
school, he or she is entitled to a grace period for the second loan only, and
must resume repaying the first.

However, if the loans in this example were made on or afterOctober 1, 1980,
the grace period would cover both loans.

ESTABLISHING REPAYME T DATES/COMPUTING INTEREST

First Payment Dates

Depending on the repayment schedule (monthly, bimonthly, or quarterly), the
borrowers first payment is due one, two, or three months from the date the
grace period expires.

For convenience, a school may establish standard repayment dates for
borrowers who are on quarterly repayment schedules. The first repayment
date may be the first day of the calendar quarter after the grace periodplus
three monthshas expired. Four standard dates would be used: January 1,
April 1, July 1, and October 1.
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First
Borrowers' Termination Date Grace Period Ends Installment

Due

January 1 June 30 October 1
February 1 July 31 January 1
March 1 August 31 January 1
April 1 September 30 January 1
May 1 October 31 April 1
June 1 November 30 April 1
July 1 December 31 April 1
August 1 January 31 July 1
September 1 February 28 July 1
October 1 March 31 July 1
November 1 April 30 October 1
December 1 May 31 October 1

Repayment schedules must be adjusted (preferably on the first installment)
so that the loan will be repaid within the normal ten-year period, or as
prescribed in the terms of the promissory note.

Effect of Deferment on Repayment Dates

For collection and bookkeeping purposes, it is preferable to have a fixed
repayment date. Otherwise, if the borroweris entitled to a deferment, you may
have problems in computing the payments due. (See Section Four, page 6-
21 for a discussion of deferments.)

Once the payment date has been established, the borrowerwill owe principal
and interest for any portion of a scheduled installment period not covered by
a deferment. However, if the borrower is in deferment on a due date, any
amounts owed are carried over and paid on the first due date the borrower is
out of deferment.

Computing Interest

Generally, interest is computed from the date payment is received rather than
from the due date. However, there are exceptions. For example, if a grace
period expires in the middle of a month, interest may be computed to the
beginning of the next month. Also, if a past due payment is received before
the next regularly scheduled payment, the interest may be computed accord-
ing to the established payment scheduleno adjustments are necessary.
You would use your own judgment in such a situation.

ifl=" NOTE: Past due payments should be applied in the same order as that
for repayments (see page 6-13).
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PREPAYMENT

No penalty The borrower may prepay all or part of the loan at any time, without penalty.
Amounts repaid during the academic year the loan was made, but before the
grace period begins, must be used to reduce the original loan and may not
be considered prepayments.

Example
A borrower has a $1,000 Perkins Loan. His grandmother gives him
$400 during the year the loan was made but before the grace
period has begun. The borrower applies the money toward his
Perkins Loan. His principal will be reduced by $400.

If the borrower repays any amounts during the academic year in which the
loan was made and the Initial grace period ended (as might occur, for
example, if the student dropped to less-than-half-time attendance or left
school), only those amounts that meed the amount due for a repayment
period may be counted as prepayments.

I Example
A borrower has a $1,000 Perkins Loan. Her grandmother gives her
$400 during the year the loan was made but after the grace period
has expired. The borrower gives the school the $400. The
borrower's monthly payment is $30. The school will subtract $30 for
the monthly peyment; the remaining $370 will be a prepayment. The
principal advanced the borrower remains $1,000. In this case, the
interest would be reduced and the borrower would repay the loan
sooner.

$15 a month

If the borrower repays more than the amount due for any repayment period
in any year other than the academic year the loan was made, you must use
the excess to prepay principal, unless the borrower designates it as an
advance payment of the next regular installment.

MINIMUM REPAYMENT RATES

Defense Loans

A school may require a borrower to pay at least $15 a month (orthe equivalent
in bimonthly or quarter'y payments) if the monthly repayment over a ten-year
repayment period is less than $15, and if the promissory note includes a $15
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minimum monthly repayment provision. Students may need to make a higher
payment, of course, to repay their debt by the end of 10 years.

The borrower may have received Defense Loans from more than one school.
If only one school exercises the $15 option when the total monthly repay-
ments are less than $15, that school receives the difference between $15 and
the repayment owed to the second school.

Example
Suppose School A, which does not exercise the minimum repayment
option, would receive $10 a month (the amount due under its
established 10-year repayment plan). School B, which exercises the
$15 option, would receive $5, the difference between $15 and the
amount of principal and interest paid to School A. 00

Sec.
674.33(b)(3)(i)

If a borrower has obtained Defense Loans from more than one school and
each exercises the minimum repayment option, the $15 minimum repayment
is divided among the schools in proportion to the total amount of principal each
has advanced.

Direct or Perkins Loans

The minimum repayment provisions are the same as for Defense Loans
above, except that "$30" should be inserted. for "$15." Again, students may
need to make a higher payment to repay their debt by the end of 10 years.

Borrowers Receiving Defense, Direct, or Perkins Loans from One or
More Schools

If a borrower's total monthly repayment is at least $30, no school may
exercise a minimum repayment option, even if the Defense Loan repayment
is less than $15 or the Direct or Perkins Loan repayment is less than $30.

Example

$30 a month

A borrower is paying $10 a month on a Defense Loan received at
School A and $20 a month on a Direct Loan received at School B.
Neither school may exercise a minimum repayment option.

3a8
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If the total monthly repayment is less than $30, a school may exercise the
minimum repayment options applicable to the respective loans. However, the
maximum monthly repayment may not exceed $30.

Examples
A borrower is paying $10 a month on a Defense Loan received at
School A and $15 a month on a Perkins Loan received at School B.
School A could exercise the minimum monthly repayment provision for
Defense Loans and collect $15 a month. The borrower's total monthly
repayment would then be $30. However, School B could not exercise
the minimum monthly repayment provision for Perkins Loans (which
would be $30), because the borrower's total monthly repayment would
then be $40.

In another instance, a borrower is paying $10 a month on a Direct Loan
received at School A and $15 a month on a Perkins Loan received at
School B. In this case, neither school could exercise a minimum
monthly repayment provision, because that would be $30 for either
loan. The borrower's total payment would then be either$40 or$45 and
would exceed the maximum monthly payment permitted.

''

J
If the total monthly repayment is less than $30 and the monthly repayment
on the Defense Loan is less than $15 and the school exert,;ses its minimum
repayment option on the Defense Loanno more than $15 may be attributed
to the Defense Loan.

If the borrower owes funds to more than one school, he or she should contact
any school that is exercising a minimum repayment option and provide the
following information:

o the names of all other schools to which the borrower owes funds underthe
Perkins/NDSL Program

the approximate amount of the indebtedness to each school

o any information that would help identify the loansfor example, the loan
number and the dates of loan advances

The school the borrower contacts should then contact the other schools and
negotiate the amount each should receive from the borrower.
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Borrowers Receiving Loans with Different Interest Rates from the Same
School

In this case, if the total monthly repayment is at least $30 for all loans, the
school may not exercise the minimum monthly payment on any loan. If the
total monthly repayment would be less than $30, the school may exercise the
$30 option, providing it has been included in the promissory note, and the
school divides the repayment between accounts in proportion to the amount
of principal advanced under each loan.

Borrowers Having Loans with Different Grace Periods and Defermerts

In this case, the school must treat each note separately, and the borrower
must pay the applicable minimum monthly payment for any loan that is not in
a grace or deferment period.

111Y) NOTE: As long as the borrower's minimum monthly repayment is $30,
a school may reduce the scheduled repayments for up to one year at a time
to avoid hardship to the borrower.

SECTION FOUR:
DEFERMENTS

Although it is not a deferment, it's useful to know that the U.S. Army offers
a loan repayment prcgram as an enlistment incentive. If a Perkins/NDSL
(or GSL) borrower serves as an enlisted person in the U.S. Army, in the
Army Reserves, or in the Army National guard, the Department of Defense
will repay a portion of the loan. For more information, the student should
contact his or her local Army recruiting office. This is a recruitment program
and does not pertain to an individual's prior service. (At the time this
Handbook was written, the Army was the only branch of the Armed Forces
offering this repayment program.)

A borrower is entitled to have the payments on a Perkins/NDSL deferred
under certain circumstances. Generally, as long as a borrower is attending
an institution of higher education at least half time, loan repayment is
deferred. (For the exception to the half-time requirement, see the following
section, "DEFENSE LOANS AND DIRECT LOANS MADE BEFORE OCTO-
BER 1, 1980.") Th> school need not participate in the Perkins/NDSL Program
for the borrower to receive a deferment. If a school no longer qualifies as an
institution of higher education, the deferment ends on the date the school
ceases to qualify.
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"Institution of higher education" also means a school outside the U.S. that is
comparable to a U.S. school of higher education. If there is a question about
comparability, you should check the "World Education Series," published by
the American Association of Collegiate Registrars and Admissions Officers.
Note that a school can be comparable even if it is not eligible to participate in
Title IV programs.

Deferments are excluded when determining the 10-year repayment period.

A borrower can receive a deferment for hardship (for example, if the borrower
is facing a prolonged period of illness or unemployment). However, interest
will continue to accrue during the deferment.

If the borrower is attending at least half-time for a full academic year and
intends to do so in the next academic year, he or she is entitled to deferment
for 12 months.

Other situations where repayment can be deferred vary depending on when
the loan was made.

DEFENSE LOANS AND DIRECT LOANS MADE BEFORE OCTOBER 1,
1980

A borrower can receive a deferment for up to three years while serving as

o a member of the U.S. Army, Navy, Air Force, Marines, or Coast Guard.

o a Peace Corps volunteer.

o a VISTA volunteer under Title IPart A of the Qomestic Service Act of
1973.

For Defense Loans only (loans made before July 1, 1972), a school may
defer repayments for up to three years for students attending school less
than half-time, if they are taking courses creditable toward a degree.
However, interest will continue to accrue.

DIRECT LOANS MADE BEGINNING OCTOBER 1, 1980

The borrower can receive a deferment for up to three years while serving as

o a member of the U.S. Army, Navy, Air Force, Marines, Coast Guard, or as
an officer in the Commissioned Corps of the U.S. Public Health Service.

o a Peace Corps volunteer.
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o a VISTA volunteer under Title IPart A of the Domestic Volunteer Service
Act of 1973.

o a full-time volunteer in service the Department of Education has deter-
mined is comparable to Peace Corps or VISTA service. (See Section
674.35(c)(4) of the December 1, 1987 campus-based regulations for a
description of comparable service.)

o temporarily totally disabled or unable to work because he or she must care
for a spouse who is so disabled. A physiciar's statement is required to
prove disability. See Section 674.35(c)(5)(ii) and (iii) of the December 1,
1987 campus-based regulations for a description of temporary total
disability.

Deferments will also be granted for up to two years while the borrower is
serving an internship required by a State licensing agency to begin profes-
sional practice or service. The internship program must require that the
borrower have a bachelor's degree before being admitted. In addition, the
borrower must furnish certain information confirming that his or her deferment
qualifies. (See Section 674.35(d)(3).)

After each of the deferments mentioned above, the borrower is entitled to a
six-month grace period before repayment begins (a "post-deferment" grace
period). Neither the deferment northe grace period is included in determining
the ten-year repayment period.

PERKINS LOANS

The same deferments listed in the preceding section continue to apply, with
some modifications:

o There is a new three-year maximum deferment for borrowers who are full-
time active-duty members of the National Oceanic and Atmospheric
Administration Corps.

o The deferment for temporary total disability covers any dependents of
the borrower, not just the spouse.

o An internship is still eligible even if it is not one required by a State licensing
agency as long as a baccalaureate degree is required, and as long as the
internship leads to a degree or certificate awarded by a postsecondary
school, a hospital, or a health care facility with postgraduate training. The
borrower must furnish certain information confirming that his or her
deferment qualifies under this category 'See Section 674.34 (d)(4).)
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There are two additional deferments for Perkins Loan borrowers:

o Up to one year if the borrower is a mother of a preschool age child, 1111

provided the mother is going to work (or going back to work) at a salary that
is no more than $1.00 over the minimum wage.

o Up to six months if the borrower is pregnant, or if he or she is taking care
of a newborn or newly adopted child. (This deferment is called "parental
leave.") The borrower must be unemployed and not attending school and
must apply for deferment within six months of leaving school or dropping
below half-time status.

DEFERMENT AND DEFAULT

Historically, a borrower in default was nt longer entitled to a deferment even
if he or she would otherwise qualify. It is still true that a borrower is no longer
entitled to a deferment, but under the December 1, 1987 campus-based
regulations, you may grant the borrower one if he or she signs a new
repayment agreement.

Once the borrower misses a scheduled payment, he or she is in default for
purposes of determining the school's default rate and the borrower's status
for new Federal student aid. However, if the borrower enters into a new
written repayment agreement, the school may grant a deferment even if the
school has accelerated the loan. The Department encourages schools to
require the borrower to repay immediately some or all of the past-due
amounts as a condition of the new agreementthus "curing" the default.
"Past-due amounts" are those scheduled to be repaid before the date the
school determined that grounds for a deferment existed. Past-due amounts
include late charges and collection costs.

113) NOTE: Schools are not required to grant deferments on loans in
default; however, if they do, they are expected to calculate past-due, accrued
interest. If schools believe this is unduly burdensome, they may deny
deferments.

The new policy to grant deferments on defaulted loans applies to all -equests
for deferment received after the effective date of the December 1, 1987
campus-based regulations (which is February 3, 1988), regardless of the
date the loan was made. The change has no effect on the requirement that
the borrower file for deferment on time and provide satisfactory documenta-
tion that he or she qualifies for the deferment.

DEFERMENT VS. STUDENT STATUS

At times a borrower may neglect to notify a school that he or sh.? has continued
studies at least half-time at anoth3r school. Since you would not have this

353
Perkins Loan Program-6-24



information, you would assume the repayment period had started, and you
might demand payment from the borrower. In such a case, borrowers often
request relief in terms of a "deferment," rather than on the basis of their
student status. Actually, since the borrower was still enrolled at least half-
time, the term "deferment" would not be appropriate, since the repayment
period had not started. Regardless of failure to notify you, the borrower
is not required to begin repayment until his or her studies are com-
pleted. The borrower may submit proof at any timeeven after a loan has
been acceleratedthat the repayment period should have begun later than
the date you originally calculated. You must recalculate that date if you
receive this proof. You must also deduct from the loan balance any interest
accrued and any late charges added before the date the repayment period
began.

Note that the borrower remains responsible for payments that would have
been due in any event, and you are not obligated to grant a deferment for any
past-due payments.

DEFERMENT PROCEDURES

Borrowers must apply for a deferment by obtaining a form from the business
or student loan office of the school that made them the loan (or from the
school's billing service, if it uses one). The form must be submitted to the
school before the first repayment is due, along with whatever documentation
the school requires. (The Department of Education does not approve or
supply deferment forms.) The borrower must file a form at least once a year
for as long as the deferment can be claimed. The borrower must immediately
report any change in deferment status to the lending institution.

You must approve or disapprove any deferment forms your school receives,
making sure they are properly completed. You must also make sure a
deferment does not exceed the maximum length. Forservice in the military,
Commissioned Corps, or National Oceanic and Atmospheric Administration
Corps; or for services as a volunteer in the Peace Corps or VISTA (or
comparable service), an authorized official of the appropriate organization
must certify the period of service. Your school's registrar must make a record
of whether deferment was granted, certify that the student is enrolled at least
half-time, and file the forms. (In certifying enrollment, it is acceptable to use
a stamped or autopenned signature of the registrar as long as the school seal
is affixed.)

If the borrower does not file for deferment on time or does not supply the
documents inquired to determine whether he or she qualifies for deferment,
you must impose a late charge. (For information on late charges, see page
6-36.) Also, you may declare the loan in default and may accelerate it.
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SECTION FIVE :
CANCELLATION I

A borrower may have all or part of his or her loan (including interest) cancelled
for service as a teacher, or for service in a Head Start program, in the Peace
Corps or VISTA, or in the military. Cancellation provisions are also granted
for death, disability, and in some cases, for bankruptcy. (For more information
on bankruptcy, see page 6-46.)

Although cancellation provisions vary, depending on whether the borrower
has a Defense, Direct, or Perkins Loan, the following provisions apply to any
loan:

o The borrower must apr ly for cancellation for teaching, military, or volun-
teer service by obtain ig the appropriate cancellation form from the
business or student loan office of the school that made the loan (or from
the school's billing service, if it uses one). The form must be submitted to
the school on time. (The Department of Education doer not approve or
supply cancellation forms.) The borrower must provide any documenta-
tion the school requests to show that he or she qualifies for cancellation.
(For appropriate documentation, see the individual cancellation category
in this section.)

It is your school's responsibility to determine, based on that documenta-
tion, whether borrowers are entitled to have any portion of their loans
cancelled. This responsibility cannot be delegated.

o No portion of any loan may be cancelled for services the borrower
performed before the date the loan was disbursed, or during the same
period he or she received the loan.

o The lending institution must grant a cancellation for death or permanent
total disability regardless of the loan's repayment status.

o For each year a borrower receives partial loan cancellation for military or
VISTA service, he or she is considered to have also used one year of
deferment for militaryNISTA service.

o As is the case with deferment, a borrower can receive a cancellation even
if the loan has been declared in default as long as he or she signs a new
repayment agreement but, unlike deferment, the borrower cannot re-
ceive a cancellation afterthe loan has been accelerated.
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o You may not refund a repayment made during a period when the borrower
qualified for cancellation, unless the borrower made a payment because
of institutional error. To reduce the chance of error, you should keep the
borrower informed of any new cancellation benefits.

TEACHER CANCELLATION

NOTE: The December 1, 1987 regulations define terms essential in de-
termining a borrower's qualifications for teacher cancellation, such as "teacher,"
an academic year or its equivalent, and "handicapped children." Please consult
Section 674.51 of the regulations for these definitions.

Teacher cancellation is based on the duties presented in an official position
description, not on the position title. You may refuse cancellation for
simultaneous teaching In two or more schools if you cannot easily
determine that the teaching was full-time. However, you may grant
cancellation if one school official certifies a teacher worked full-time for a fur
academic year.

A borrower who cannot complete the academic year because of illness or
pregnancy can still qualify for cancellation if he or she has completed the first
half of the academic year and has begun teaching the second half. The
borrower's employer must consider the borrower to have fulfilled his or her
contract for the acaciemic year.

The cancellation form the borrower files must contain a signature from an
official in the school system, certifying the borrower's service.

Cancellation benefits are granted to teachers in low-income schools, but you
must make sure the school where the borrowertaught appears on the list of
low-income schools published each year by the Department of Education.*
The Department compiles this list after consulting with each State's educa-
tional agency and sends a copy of the list to all schools that participate in the
Perkins/NDSL Program. (For more information on the criteria used to
designate schools as low-income, see Section 674.54(b) of the December 1,
1987 campus-based regulations.) The school must be on the Department's
list during the academic year in which the borrower taught. Because
cancellation conditions differ for Defense, Direct, and Perkins Loans, the
same school may qualify under one program but not another for the same
academic year.

*All elementary and secondary schools operated by the Bureau of Indian
Affairs (BIA) are considered to meet the low-income family qualification for
N.itional Defense, Direct, and Perkins Loan cancellations and are, therefore,
not included on this list. Elementary and secondary schools operated on
reservations by Indian tribal groups under contract with the BIA are also
considered qualified and are not listed.
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Defense Loans

Ten percent of the loan (principal plus interest) will be cancelled for each
Full-time complete academic year, or its equivalent, of full-time teaching in a public or

teaching other nonprofit elementary or secondary school, in an institution of higher
education, or in an overseas Department of Defense elementary or secon-
dary school. (Up to 50 percent of the loan can be cancelled.)

Teaching in
low-income
schools

Teaching
handicapped
children

Teaching in
low-income
schools

Teaching
handicapped
children

Fifteen percent of the loan will be cancelled for each complete academic year,
or its equivalent, of full-time teaching in a public or other nonprofit elementary
or secondary school with a high concentration of students from low-income
families.* (Up to 100 percent of the loan can be cancelled.) Cancellation is
available only for teaching service that began with the 1966-67 academic
year.

Fifteen percent of the loan will also be cancelled for each complete year, or
its equivalent, of full-time teaching of handicapped children in a public or other
nonprofit elementary or secondary school system. (Up to 100 percent of the
loan can be cancelled.) A borrower qualifies for cancellation only if the
majority of students the borrower teaches are handicapped. Cancellation is
available only for teaching service that began with the 1967-68 academic
year.

Direct and Perkins Loans

Part of the loan will be cancelled for each complete academic year of full-time
teaching in a public or other nonprofit elementary or Lecondary school with a
high concentration of students from low-income families.* (Up to 100 percent
of the loan will be cancelled after the fifth full year of teaching.)

If the borrowerteaches both children and adults, the majority of students must
be children for the borrower to qualify for cancellation.

Up to 100 percent of a loan will be cancelled for full-time teaching of
hG ,dicapped children in a public or other nonprofit elementary or secondary
school system. The majority of students the borrower teaches must be
handicapped.

Yearly Rates of cancellation for teachers in low-income schools and for teachers of
cancellati. the handicapped are 15 percent for the first and second years, 20 percent
rates for the third and fourth years, and 30 percent for the fifth year.

There is no provision for cancelling Direct or Perkins Loans for teaching in
postsecondary schools, or for service in elementary or secondary schools,
other than teaching in low-income schools or teaching the handicapped.

*See the discussion of low-income schools on page 6-27.
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MILITARY CANCELLATION

Defense Loans

Up to 50 percent of a loan made after April 13, 1970 will be cancelled for full-
time active service in the U.S. Armed Forces that began after June 30, 1970.
"Armed Forces" means the U.S. Army, Navy, Air Force, Marine Corps, or
Coast Guard. The borrower's Commanding Officer must certify when the
borrower served. The cancellation rate is 12 1/2 percent of the loan for each
complete year of service. Service for less than a complete year (including any
fraction of a year beyond a complete year) does not qualify.

Direct and Perkins Loans

Up to 50 percent of a loan made on or after July 1, 1972 will be cancelled for
service in the U.S. Armed Forces in an area of hostilities that qualifies for
special pay under Section 310 of Title 37 of the U.S. Code. (The borrower's
Commanding Officer must certify when the borrower served.) The cancella-
tion rate is 12 1/2 percent of the loan for each year of qualifying service. As
is the case with Defense Loans, service for less than a complete year
(including any fraction of a year beyond a complete year) does not qualify.

HEAD START SERVICE D'RECT AND PERKINS LOANS ONLY

Part of a Direct or Perkins Loan will be cancelled for each year of service as
a full-time staff member in a pre-school progr ;arried out under the Head
Start Act (Subchapter B, Chapter 8 of Title VI or Pub. L. 97-35, the Budget
Reconciliation Act of 1981, as amended). Up to 100 percent of the loan can
be cancelled.

A "full-time staff member" is someone who is regularly employed in a full-time
professional capacity to carry out the educational part of a Head Start
program. The program must operate for a full academic year, or its
equivalent, and the borrower's salary may not be more than that of a
comparable employee working in the local educational agency.

The cancellation rate is 15 percent of the amount of the loan for each complete
academic year, or its equivalent, of teaching. The loan will have been
cancelled after the seventh year of teaching.

An authorized official of the Head Start Program must sign the borrower's
cancellation form, certifying the borrower's service.
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VOLUNTEER SERVICEPERKINS LOANS ONLY

Up to 70 percent of a Perkins Loan, plus interest, can be cancelled for service
as a Peace Corps or VISTA volunteer. The cancellation rate is 15 percent
for the first and second years and 20 percent for the third and fourth years.

An authorized official of the Peace Corps or VISTA must sign the borrower's
cancellation form, certifying the borrower's service.

DEATH/PERMANENT AND TOTAL D'ISABILITYALL LOANS

Any Defense, Direct, or Perkins Loan loan will be cancelled if the borrower
dies or becomes permanently and totally disabled after receiving the loan.
Permanent and total disability is the inability to work and earn money because
of an impairment that is expected to continue indefinitely or to result in death.

Forpermanent and total disability, you must decide whetherto cancel the loan
based on medical evidence (certified by n physician) that the borrower or his
or her representative must furnish. This evidence must include statements
from all physicians, hospitals, or agencies concerned with the case. In the
case of death, you must receive a death certificate or other proof as required
under State law.

BANKRUPTCYALL LOANS

A loan will be written off for bankruptcy if the school receives an official notice
of discharge from a bankruptcy court. (For more information on bankruptcy,
see page 6-46.)

POSTPONING REPAYMENTS

A school may postpone loan repayments for a twelve-month period if the
borrower will be providing services that quaay for loan cancellation. The
borrower must obtain a postponement form from the lending institution and
have it signed by a responsible official of the Peace Corps or VISTA, or of the
military agency or school that will employ the borrower. The employer must
describe the borrower's duties, list the period of employment, and state
whether the job will be full- or part-time.

If a borrower has received more than one type of loan (Defense, Direct, or
Perkins), but is not eligible for cancellation benefits on all of them, the school
may postpone only the repayments on the loan(s) for which cancellation will
be available.

NOTE: A school may not exercise the minimum monthly repayment
provisions on a note when the borrower has received a partial cancellation for
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the period covered by a postponement. (If the school was originally exercis-
ing the minimum repayment option, it must cease doing so., If a borrower has
received more than one loan (:`sfense, Direct, or Perkins), but not all can be
cancelled, the amount due on the uncancelled loan(s) is what the student
would normally pay.

REIMBURSING AMOUNTS CANCELLED

Defense Loans

The Department of Education will reimburse each school every award year
for its share of the principal and interest cancelled for teaching or for military
service. Reimbursement is determined as follows:

Total cancelled
principal and
interest

1

X 1 + F
School's share
cancelled principal
and interest

"1" is the school's capital contribution to the NDSL Fund; "F" is the
Federal Capital Contribution to the Fund.

Reimbursements for amounts cancelled on De' .1se Loans represent institu-
tional funds and may be used at the school's discretion.

No reimbursement will be made for cancellations due to death, disability, or
bankruptcy.

Direct/Perkins Loans

The Department will reimburse each school every award year for the principal
and interest cancelled from its student loan funds for teaching, Head Start,
military, and volunteer service. The school must deposit this amount in its
Fund.
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SECTION SIX:
LOAN COLLECTION-DUE DILIGENCE

Due diligence refers to those steps schools must take to collect National
Defense/Direct and Perkins Loans, including billing the borrower, sending
overdue notices when necessary, and conducting address searches if the
borrower cannot be located. If billing procedures fail to get the borrower into
repayment, schools must proceed to the secondand more intensive
stage of collection, which includes reporting the account to credit bureaus and
possibly hiring a collectbn firm. Finally, in many cases, schools may have to
litigate.

Due diligence comprises all these proceaures, but it can also be as basic as
keeping the borrower informed of all changes in the Perkins/NDSL Program
that affect his or her rights and responsibilities, or responding promptly to the
borrower's inquiries.

In fact, sound collection procedures begin with the basics, such as knowing
a few preliminary factswhen the borrower is scheduled to graduate and
where to contact him or her, for example. Keeping track of a student makes
it easier forthe school to know when repayment must begin and whereto send
billing notices.

Keeping the following information current on all its borrowers helps the school
know when and where to contact them when repayment is due:

o enrollment status

o expected graduation or termination date

o the date the borrower officially withdraws, drops below half-time enroll-
ment, or is expelled

o current name, address, telephone number, and Social Security Number

The var:ous offices at the schoolthe admission:), business, alumni, place-
ment, financial aid, and registrar's offices, and others, as necessarymust
provide the information listed above about the borrower to those offices
responsible for billing and collecting loans.
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EXIT INTERVIEW

Contact with the borrower becomes even more important just before he or she
leaves school, when the school must hold an exit interview, explaining the
borrower's responsibility for repaying the loan and stating what the monthly
payments will be. If individual interviews are not possible, group interviews
are acceptable.

During the interview, borrowers must be told the terms of the loan, the amount
of the outstanding balance, and their obligation to repay according to the
repayment schedule. The school must also make them aware of the conse-
quences of default, including the possibility that their account may be referred
to a collection firm, that the default may be reported to a credit bureau, and
that legal action may be taken to collect the amount owed.

Borrowers must also be told their rights and responsibilities under the loan(s),
including

o their responsibility to inform the school immediately of any change in
name, address, telephone number, or Social Security Number.

o their right to defer, postpone, or cancel repayment, and the procedures for
filing for each (see Sections Four and Five of this chapter for more
information).

o their responsibility to contact the school before the due date of an')
payment they cannot make.

Must provide
certain
information

Rights and
responsibili-
ties

The school must provide the following additional information during the exit Additional
interview and must also include it either in the borrower's promissory note or information
in some other written statement the school gives the borrower:

o the name and address of the school to which the debt is owed and the
name and address of the official or servicing agent where communications
should be sent

o the name and address of the party where payments should be sent

o estima+1;c1 amount the borrower owes on the date the repayment
period is scheduled to begin, as well as the amount of the total debt
(principal and interest)

o the interest rate, as well as the total interest charges the borrower will pay

o a discussion of the repayment scheduleincluding the date the first
installment is due, and the number, amount, and frequency of required
payments
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o any special options for loan consolidation or other refinancing

o a statement that the borrower may prepay all or part of the loan IAI:hout
penalty

o a discussion of any fees that will be charged the borrower for not making
payments on time

o a description of any charges associated with default, such as liability for
collection costs

At the time of the exit interview, the borrower must sign the repayment
schedule, and the school must give the borrower signed copies of it and of the
promissory note. The school must also keep signed copies of both in its own
files, as well as the originals.

If the school discovers that a borrower has left without having had an exit
interview, the school must either contact the borrower and personally give him
or her the information listed above, or mail it. The school must also provide
the borrower a copy of the promissory note and two copies of the repayment
schedule, one of which the borrower must sign and return to the school.

CONTACT DURING INITIAL AND POST-DEFERMENT GRACE PERIODS

The school must contact the borrower during both initial and post-deferment
grace periods to remind him or her when repayment will begin. For loans with
a nine-month initial grace period, the school must contact the borrower three
times. (Loans with nine-month grace periods are those made before October
1, 1980 and those made to Perkins Loan borrowers. See the discussion of
a Perkins Loan borrower on page 6-14.) For loans with a six-month initial
grace period (loans other than those just mentioned), and during any six-
month post-deferment grace period, the school must contact the borrower
twice.

The first contact must be 90 days after any grace period (initial or post-
deferment) begins. The school must remind the borrower of the responsibility
to repay the loan and must send the borrower information about the total
amount to be repaid (or remaining to be paid, if a payment has been made in
the past). This information must inc'ude the amount of principal and interest
over the remaining life of the loan, and the date and amount of the first
payment (or next payment, it a payment has been made previously).

The second contact must be 150 days after any grace period begins, and
the school must again remind the boi rower of the date and amount of the first
(or next) payment. The second contact is timed to coincide with the first billing
notice (30 days before the first payment is due. See "BILLING PROCE-
DURES," page 6-35). These two notices may be combined.
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For borrowers with a nine-month initial grace period, the school must make
a third contact 240 days after the grace period begins to again reni;nd the
borrower of the date and amount of the first payment. As in the case of a six-
month grace period, this notice is timed to coincide with the first billling notice.
Again, the school may combine the two notices.

9-month grace period

6-month grace period

1

90 days 150 days* 240 days*

30
days

g 30/ , _dye

*

End of 6-month
grace period
repayment
begins

Coincides with 30-day billing notice

End of
9-month
grace period
repayment
begins

BILLING PROCEDURES

Billing refers to that series of actions the school routinely performs to notify
borrowers of payments due, remind them of overdue payments, and demand
payment of overdue amounts.

The school may choose a coupon payment system as its method of billing. If
so, the school must send the coupons to the borrower at least 30 days before
the first payment is due.

If the school does not use coupons, it must send the borrower, at least30 days
before the first payment is due, a statement of account (which includes
information such as the total amount borrowed, the interest rate on the loan,
and the amount of the monthly payment). The school must also furnisn the
name and address of the party where payments should be sent. At least 15
days before the due date of each subsequent payment, the school must again

410 send the borrower a statement of account.
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Overdue Notices

If a payment is overdue, the school must send the borrower an overdue
notice within 15 days after the duc, date, assuming the school has not
received a request for deferment, postponement, or cancellation.

The schoo. must impose a charge when the borrower's payment becomes
overdue. The school must notify the borrower of the amount of the charge and
whether it will be added to the principal amount of the loan as of the first day
the payment was due, or whether it must be paid in full by the next payment
due date. Schools may wish to include this notice as part of the first overdue
notice.

For loans made for periods of enrollment beginning on or after January
1,1986, the charge (called a late charge) is based either on the actual costs
the school incurs in taking steps to obtain the overdue amount, or on average
costs incurred in similar attempts with other borrowers. The charge may not
exceed 20 percent of the installment payment most recently due.

The school must also impose a charge if the borrower does not file a request
for deferment, cancellation, or postponement on time. The request must
contain enough information forthe school to determine whether the borrower
is entitled to what's being requested.

1:15:"' NOTE: These procedures do not apply retroactively, but they would
apply to any Direct Loan borrowers who have re-signed revised promissory
notes. See page 6-6 for a discussion about issuing new promissory notes
based on the 1986 HEA Amendments.)

Late charges may be assessed only during the billing process; they may
not be imposed once the school begins collection procedures.

For loans made for periods of enrollment that began before January 1,
1986, the charge that must be assessed (called a penalty charge) may be
assessed monthly (the maximum is $1 for the first month and $2 for each
additional month a payment is overdue), bimonthly (the maximum bimonthly
charge is $3), or quarterly (the maximum quarterly charge is $6).

111g" NOTE: The school may waive late charges against a borrower who
repays the full amount of past-due payments.

If the borrower does not satisfactorily respond to the first overdue notice, the
school must continue to contact him or her. A second overdue notice must
be sent within 30 days after the first, and if there is still no response, a final
demand letter must be sent within 15 days after the second notice. The final
demand letter must inform the borrower that, unless the school receives a
payment or a request for deferment, postponement, or cancellation within 30
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days of the date of the letter, the school will refer the account for collection
or litigation and will report the default to a credit bureau (assuming State law
permits it).

The school may skip the first two letters and send just the final demand letter
within 15 days after the payment is overdue if the borrower's repayment
history has been unsatisfactory, or if the school can reasonably conclude the
borrower does not intend to repay or to seek deferment, postponement, or
cancellation. Unsatisfactory repayment history means a borrower has
previously failed to make payments when due; to request deferment, post-
ponement, or cancellation on time; or has previously received a final demand
letter.

Telephone Contact

If the borrower does not respond to the final demand letter within 30 days, the
school must try to make contact by telephone before beginning collection
procedures. Since telephoning is often very effective in getting the borrower
to begin repayment, the school may be able to avoid the more costly
procedures of collection.

If schcols call a number and there is no answer, at least one other attempt to
reach the I. -mower on a different day and at a different time should be made.

If the borrower has an unlisted telephone number, the school must make
reasonable attempts to obtain it by contacting sources such as the borrower's
employer or parents. If the school is still unsuccessful, it should document that
fact in its files.
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send just a
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Collecting from Endorser

If the borrower does not respond satisfactorily to the final demand letter, the
school must try and recover the amount owed not only from the borrower
but from any endorser of the loan. Often, schools send the endorser a copy
of the final demand letter sent to the borrower. From that point, the endorser
usually receives all future communications about the borrower's debt, includ-
ing dunning letters, in an effort to recoverthe loan from one party or the other.

Acceleration

The school may choose to accelerate a loan if the borrower misses a payment
or does not file for deferment or cancellation on time. Acceleration means
making payable immediately the entire outstanding balance, including inter-
est and any applicable late charges. Because this marks a serious stage of
delinquency (afterwards, deferment and cancellation rights lapse, and en-
forcement action begins), the borrower should have one last chance to bring
his or her account current. For that reason, if the school plans to accelerate
the loan, it must send the borrower at least 30 days advance written notice.
The notice may be included in the final demand letter, or in some other written
notice to the borrower. If the loan is accelerated, the school must subse-
quently send the borrower a second notice, informing him or her of the date
the loan was accelerated and the total amount due.

Remember that acceleration is an option, not a requirement.

Address Searches

The ,,chool must take the following steps to locate the borrower if communi-
cations are returned undelivered (other than unclaimed mail):

o review the records of all appropriate institutional offices

o review telephone directories or check with information operators in the
area of the borrower's last known address

o use the Department of Education's skip-tracing service

If these methods are unsuccessful, the school must either use its own
personnel to try to locate the borrower (employing and documenting efforts
comparable to commercial skip-tracing services) or use a commercial skip-
trace firm.

If the school still cannot locate the borrower after taking these steps, it must
continue to make reasonable attempts at least twice a year. These efforts
may end only if litigation is barred under the applicable statute t f limitations,
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if the school is able to assign the account to the U.S. Department of Education
(see page 6-48 fora discussion of assignment), or if the school is able to write
off the account. (For information on write-offs, see page 6-44.)

COLLECTION PROCEDURES

Collection procedures are the more intensive efforts the school must make
when borrowers have not responded satisfactorily to billing procedures and
are considered in default.

The school must take the following steps in the collections process:

o Report the defaulted account to a credit bureau(s), unless State law
prohibits it.

When choosing a bureau(s), the school should considerthe location of the
majority of students in repayment. Schools can choose a bureau that
serves the area(s) where most of its students came from, or can choose
one that serves the area(s) where most of its graduates now reside.

Report to
credit bureau

Examples

A school in the northeast,9rn United States draws most of its students from the
midwest, so it chooses a credit bureau serving that region. However, suppose that
most of the students decide to relocate to the northeast after graduation. The school
could choose a credit bureau serving the northeastern region instead. The school
may select whichever credit bureau it feels would best serve its student population.
It could select both, although it is not required to do so.

The XYZ School of Technology was originally located in Florida but was sold to
an owner who moved it to Colorado. The majority of the school's accounts would
best be served by using a credit bureau covering the appropriate Florida counties,
assuming most of its students lived in Florida, However, if the school continues to
participate in the Perkins Loan Program, it may eventually want to choose a different
credit bureau (or an additional one), since most of its students will likely come from
the Colorado area.

Another factor a school may wish to consider is whether it wants a credit
bureau(s) that covers a wider scope (regional or national coverage). It

may want to coordinate its defaulted Perkins/NDSL referrals with institu-
tional receivables. Cost versus service is another important factor.

The school must report any changes in a borrower's account status
according to the reporting procedures of the credit bureau(s). The school
also must respond promptly to any inquir5es it receives from the bureau(s)
about the information referred.
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o Use its own personnel to collect, or hire a collection firm.

Any funds collected must be deposited into an interest-bearing account
(see page 6-42).

The school has two options if its personnel or the firm it uses cannot
convert the account to regular repayment status by the end of 12 months,
(or if the borrower does not qualify for deferment, postponement, or
cancellation): The school must either litigate, if possible, or make a
second effort to collect. The latter involves the following procedures:

If the school first attempted to collect by using its own personnel, it must
refer the account to a collection firm, unless State law prohibits it.

If the school first used a collection firm, it must either attempt to collect
by using its own personnel, or use a different firm.

If a different firm cannot place the account into regular repayment status
by the end of 12 months (orif the borrowerdoes not qualify fordefermeat,
oostponement, or cancellation), the firm must return the account to the
school, and the school itself must make another attempt. If by the end
of 12 months the school is still unsuccessful, it must then litigate, unless
it determines litigation would not be feasible (see page 6-41). If the latter
is the case, the school must continue to try and collect from the borrower
at least once a year until litigation would be barred under the applicable
statute of limitations.

The school must assess all reasonable collection costs against the
borrower, without regard to the provisions of State law. Since 1981,
many borrowers have received loans under promissory notes that contain a
limitation on the amount of costs that can be recovered from the borrower (25
percent of the outstanding principal and interest due on the loan). If these
borrowers ask for new advances, however, the Department of Education
strongly encourages schools to issue new promissory notes (which would
delete this provision) and require the provisions of the new note to apply to
repayment of previous advances. The borrower will then be liable for all
collection costs on all Perkins Loans/NDSL's.* (For more information on
revising promissory notes, see pages 6-6 to 6-7.)

e

* The 1987-88 edition of the Handbook stated that schools had the authority to assess
all collection costs against the borrower even if a school's promissory notes did not
contain language specifically permitting it. This information was based on a pre-
publication version of the November30, 1987 Due Diligence regulations. Just before the
regulation was printed (and after the Handbook had gone to press), this position was
reversed. It was decided that old notes that contained the 25 percent limitation could not 0
be ignored. Therefore, the 1987-88 Handbook language is INCORRECT on this
point. The correct position is stated above.
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The school cif, chat collection costs are "reasonable," as long asthey I School
are based eith,, I I CVAVal costs the school incurs for each borrower, or on
average costs incurred. in collecting loans in similar stages of delinquency.
The school should explain to the borrower how it calculates collection costs.
The school is actually giving the borrower the same cost analysis previously
used to suppon charges of these costs to the Perkins Loan Fund. The school
must be able to document the basis for the costs assessed.

E NOTE: The school may waive a portion of the collection costs charged
the borrower if doing so will give the school greater flexibility in negotiating
repayment. Costs may be waived !n direct proportion to the amount of the
outstanding balance the borrower repays within 30 days of entering a
repayment agreement with the school. For example, if the borrower repays
one-half the outstanding balance on a loan within 30 days of the agreement,
the school may waive one-half of the collection costs incurred through the
date of that payment. Payment in full means the full amount of collection costs
can be waived. The amount waived may be charged to the Perkins Loan Fund
(see page 6-43).

LITIGATION

If collection efforts fail, the school must determineat least once a year until
the applicable statute of limitations has expiredif the conditions listed below
are met. If so, the school must litigate. The conditions are

o the total amount owed (including outstanding principal, interest, collection
costs, and late charges) on all the borrower's Perkins Loans/NDSL's at the
school is more than $200.

o the borrower can be located.

o the borrower either has enough assets attachable under State law to cover
a major portion of the debt, or enough income that can be garnished under
State law to satisfy a major portion of the debt over a reasonable period
of time. Defining "reasonable" is left to the school.

o the borrower does not have a defense that will bar judgment forthe school.
If the school determines that the borrower has a partial defense, it must
weigh the costs of litigation against the costs of recovery, based on the
amount of the enforceable portion of the debt.

o the expected cost of litigation (including attorneys' fees) does not exceed
the amount that can be recovered from the borrower.

I NOTE: Even if all the above conditions are not met. the school may sue
if it chooses.
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costs

Portion of
collection
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The school must attempt to recover from the borrower all litigation costs,
including attorneys' fees, court costs, and other related costs, to the extent
permitted by applicable law The school is also required to try and recover all
previous collection costs the borrower has not paid. A percentage of costs the
borrower does not pay may be charged to the Fund (see page 6-43).

If the school cannot collect a payment after following all collection procedures
(including litigation, if required), it may, with the Secretary's approval, assign
the account tc the U.S. Department of Education for collection (see page 6-
48 for assignment procedures).

FUNDS COLLECTEr,
IN.MM,=1K.,

The school must deposit any funds collected into an interest-bearing bank
account. The account must be insured by an agency of the Federal
Government, secured by collateral of reasonably equivalent value, or in-
vested in low-risk income-producing securities, such as obligations issued or
guaranteed by the United States.

The school may deduct from the interest earned any charges related to
maintaining these accounts, such as service charges, and need deposit only
the net earnings into the Fund.

COSTS CHARGEABLE TO THE PERKINS LOAN FUND
nliOMINIM

The following costs must be charged to the borrower: billing (costs associated
with due diligence, not with routine billing), address searches, collection,
litigation, the use of contractors (see page 6-44), and bankruptcy litigation.
Only the costs discussed below that are not recovered from the borrower
may be charged to the Perkins Loan Fund.

Due diligence activities involving fixed costs (telephone contacts, credit
bureau reporting, and bankruptcy procedures) may be .narged to the Fund
whether or not the actions are successful. Other activities are typically
performed on a contingent-fee basis: address search, collection, and
litigation (other than bankruptcy). The school may charge the costs of these
activities to the Fund only if they are successful, since the school incurs no
costs if they are not.

For audit purposes, a school must support costs charged tO the Fund with
appropriate documentation, including telephone bills and receipts from
collection firms.

Billing

The school may charge the Fund only the costs of telephone calls to the
borrower.
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Address Searches

A reasonable amount forthe costs of each successful search may be charged
the Fundprovided the school either used a commercial skip-trace service
or its own personnel, employing methods comparable to commercial skip-
tracing practices. Defining a "reasonable" amount is left to the school.

Credit Bureaus

The school may charge the costs of reporting borrowers to credit bureaus.

Collection

Collection costs the borrower does not pay may be charged to the Fund if they
do not exceedfor first collection efforts-33 1/3 percent of the total
principal, interest, and late charges collected from the borrower andfor
second collection efforts-50 percent of the principal, interest, and late
charges collected.

If a school handles its own collection efforts, it may charge the Fund for direct
and indirect costs properly associated with those efforts. Such costs would
cover employee salaries and other related employment costs, includingbut
not limited tofringe benefits and a portion of office space and equipment.

'1 a collection firm handles both address search and collection functions for
the school, the school niaki charge the Fund separately for the reasonable
costs of both.

The school may also charge to the Fund the amount of any collection costs
waived (see page 6-41 for a discussion of such a waiver).

The school must reimburse the Fund for collection costs initially charged the
Fund but subsequently paid by the borrower.

Litigation

As mentioned earlier, the school must attempt to charge the borrower for all
litigation costs (including attorneys' fees and court costs), to the extent
permitted under appli,:able law. However, the school may charge thc und
the actual costs of bat. uptcy litigation, as expressly directed or expressly
authorized in Section 6i4.49 of the Subpart C regulations, published Novem-
ber 30, 1987. The costs of any additional actions the school takes (beyond
what is required in Section 674.49) may also be charged to the Fund, as long
as those costs plus the costs of the required actions do not exceed one-third
of the total amount of the judgment. For litigation cases other than bank-
ruptcy, the school may charge costs not exceeding 50 percent of the amount
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of the judgment. This amount should help finer the school's increased
litigation responsibilities under the Subpart C regulations.

If a collection firm handles both collection and litigation for the school, the
costs chargeable to the Fund may not exceed, for first collection efforts-33
1/3 percent of the principal, interest, and late charges collected andfor
second collection efforts-50 percent of principal, interest, and late charges
collected.

Write-offs

If the school writes off an account, it no longer includes it as an asset of the
Fund. Write-offs are permitted if the total amount owed on the account is $200
or less, and if the school has pursued all billing, address search, and collection
procedures. (Since collection includes litigation, schools may not write off
accounts until litigation would be barred under the applicable statute of
limitations.) "Total amount owed" means outstanding principal, interest, late
charges, and collection costs on all the borrower's Perkins Loans/NDSL's at
the school.

Write-offs are also permitted if the loan is discharged in bankruptcy (see page
6-46 for a discussion of bankrupt7), and if the school has exhausted all due
diligence efforts to recover the deot from any endorser of the loan.

If the school receives a repayment from the borrower after the loan has been
written off, the school must deposit it into the Fund.

USING BILLING AND COLLECTION FIRMS

The school may use a contractor for billing or collection, but the school is still
responsible for complying with the Subpart C regulations regarding those
activities. For example, the school, not the billing or collection firm, is
responsible for deciding whether to sue a borrower in default. The school is
also responsible for decisions about cancelling, postponing, or deferring
repayment; extending the repayment period; and safeguarding the funds
collected.

A school using a billing service may not use a collection firm that owns, or is
owned by, the billing serviceor vice versa.

A school using either a billing or a collection firm must choose one that will
issue, at least quarterly, a statement showing the activities for each borrower,
such as pyments received or changes in the borrower's name, address,
telephone number, or Social Sacurity Number, if known.

The firm must also give the schoo:, at least quarterly, a lie' of charges for skip-
tracing activities and telephone calls.



The billing or collection firm must ensure that the funds collected are handled
properly. The firm demonstrates this by instructing the borrower either to mail
repayment checks to the school directly or to a bank where a lock-box is
maintained for the school. Alternatively, the firm may deposit the funds into
an institutional trust account maintained in the school's name. If a collection
firm chooses this last procedure, it may, if the school authorizes it, deduct
its fees before depositing the amount collected. A billing service may not
deduct its fees -irom the amount it receives from borrowers.

Just as schools are required to keep adequate fidelity bond coverage to
protect the Government's interest in the Title IV funds they receive, it is
appropriate to ensure the same sort of protection from third parties who
handle Perkins/NDSL loan funds for the school. Accordingly, both billing and
collection firms must maintain fidelity bonds or comparable insurance to
protect the accounts they service. Billing services (and collection firms not
authorized to deduct their feesfror. )orrowers' payments) must be bonded
or insured in an amount equal to what the school expects to be repaid in a two-
month period on the accounts it refers.

Collection firms authorized to deduct their feesfrom borrowers' payments
must be bonded or insured as follows:

If the amount the school expects to be repaid ir a two-month period is less
than $100,000, the collectiortfirm must be bonded or insured in one of the
following amounts, whichever is less:

o ten times the amount the school expects to be repaid on accounts it refers
to the firm during a two-month period, or

o the amount the firm expects to collect in a two-month period on all
accounts it has in its portfolio (not just the school's).

If the amount the school expects to be repaid in a two-month period is
$100,000 or more, the collection firm must be bonded orinsured in an amount
equal to what the school can reasonably expect to be repaid during that two-
month period. The bond or insurance must name the school as benefi-
ciary. (This is not a requirement when the repayments expected in a two-
month period are less than $100,000.)

The school must review annually the amount of repayments it expects to
receive from billing or collection firms to ensure adequate bond or insurance
coverage.

A school using a law firm to collect must review the firm's bond or its insurance
policy to determine whether the firm is protected against employee misappro-
priation. If the firm's malpractice insuranc') also covers misappropriation of
funds, that policy is considered to provide coverage.
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BANKRUPTCY

For the best athice.on how to, proceed when a borrower files for bankruptcy,
schools should consult an attorney. The guidelines here and in Section 674.49
of the November 30, 1987 Subpart C regulations cover the basic actions a school
must take.

Stop
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Undue
hardship
cases
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If the school receives notice that a borrower has filed for bankruptcy, it must
immediately stop collectiA efforts (outside the bankruptcy proceeding itself).
If the borrower has filed under Chapter 12 or 13 of the Bankruptcy Code, the
school must also suspend collection efforts against any endorser.

The school must file a proof of claim in the bankruptcy proceeding unless, in
the case of a proceeding under Chapter 7 of the Bankruptcy Code, the notice
of meeting of creditors states the borrower has no assets.

Procedures for Cases Filed under Chapters 7, 11, or 12 (Request for
Discharge on Grounds of Undue Hardship)

If the loan has been in repayment for five years or more (excluding
deferment periods), the school may not oppose a discharge that has been
requested on the grourds of undue hardship, because such opposition is not
supportable under the law.

If the loan has been in repayment for less than 5 years, the school must
determine, on the basis of reasonably available information, shether repay-
ment under the current repayment schedule or under any adjusted schedule
would impose undue hardship. If this would not be the case, the school must
then decide whether the expeci d costs of opposing the discharge would
exceed one-third of the total amount owed on the loan (principal, interest, late
charges, and collection costs). If the costs are not prohibitive, the school must
oppose the discharge and, if the borrower is in default, seek a judgment for
the amount owed. The school may compromise a portion of that amount, if
necessary to obtain a judgment.

r:* NOTE: if the borrower does riot file a request, the school may seek a
determination that the debt is not dischargeable if the conditions described in
the precedilig. paragraph apply.

Procedures for Cases Filed Under Chapter 13 (Adjustment of Repay-
ment)

Under Chapter 13, the borrower is not asking fora discharge, but is requesting
an adjustment in repayments. The borrower proposes a repayment plan,
which is then ruled on by the bankruptcy court.
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The school is not required to respond to a plan proposing the full repayment
of the loan, or to a plan that makes no provision for the loan obligation or for
general unsecured claims.

If the borrower proposes to repay less than the total amount owed, the school
must determine, from its own records and court documents, the amount of the
loan dischargeable under the plan. The school does this by subtra3ting the
total payments proposed from the total amount owed.

The school must consider whether a proposed plan meets the requirements
of 11 U.S.C. 1325. Two of those requirements are particularly relevant: first,
the amount to be paid under the plan must at least equal the amount the
school would receive if the debtor had filed underChapter 7 rather than under
Chapter 13. Second, the debtor must use all income not needed to support
him/herself and dependents to pay creditors underthe plan. The school must
also consider whether grounds can be established under 11 U.S.C. 1307 to
either dismiss a case or convert it to a Chapter 7 proceeding. Such grounds
include a borrower's failure to (1) begin payments under the plan within the
required time (usually 30 days from the date the plan is filed), (2) file a
proposed plan in a timely manner, or (3) pay required court fees and charges.

The school must monitor the borrower's compliance with the repayment plan
the court confirms. If the school determines the borrower either is note complying or has filed for a hardship discharge under 11 U.S.C. 1328(b), the
school must determineif the loan entered repayment more than five years
before the borrower filed for bankruptcywhether grounds exist under 11
U.S.C. 1307 to convert or dismiss thecase, or whetherthe borrower is entitled
o a hardship discharge. The school must move to convert ordismiss the case

or must oppose an unsubstantiated hardship discharge request if the costs
of these actions, when added to those already incurred, would not exceed
one-third of the dischargeable debt.

The school must resume billing and collection if theborrower's case has been
dismissed, or if the borrower has received a discharge that did not affect his
student loan obligation. (For example, the loan entered repayment within five
years after the petition was filed, but the borrower did not secure a determi-
nation from the court that repayment would constitute an undue hardship. Or,
the loan was not scheduled by the borrower, and the school did not know of
the proceeding in time to file a claim. Another example would be if the plans
did not address unsecured debts.) However, there are certain qualifications.
For more information, see the Subpart C regulations, Section 674.49 (f). In
those cases where the school cannot resume billing and collection against the
borrower, the school must pursue the endorser.

e NOTE: Even if the debt is discharged, if the studentwishes to borrow
again or receive other Title IV aid, he or she must make satisfactory
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arrangements to repay the debt and must sign a written repayment agree-
ment incorporating that arrangement.

ASSIGNMENT

The school may assign a defaulted Perkins Loan/NDSL to the U.S. Depart-
ment of Education if

o the school has not been able to collect despite following due diligence
procedures (including litigation, if required),

o the total amount of the account (including outstanding principal, interest,
collection costs, and late charges) exceeds $200, and

o the loan has been accelerated.

The school may submit loans only during a specified period established by the
U.S. Department of Education (usually July 1February 15 each year).

If the school submits a loan for assignment, it must include the following:

o an assignment form (Form 553, obtained from the U.S. Department of
Education), which includes a written certification by the school that it has
complied with ail appropriate due diligence provisions

(If the school's default rate is greater than 7.5 percent as of June 30 of the
second year preceding the submission period, the school must also
provide documentation that it has complied with due diligence.)

o the original promissory note, or a certified copy

o a copy of the repayment schedule

o a certified copy of any judgment order entered on the loan

o the complete payment history

o copies of all approved requests for deferment and cancellation

o a copy of the notice the borrower received containing the effective date of
acceleration and the total amount due on the loan

o documentation that the school has withdrawn the loan from any firm it
employed for address search, billing, collection, or litigation, and docu-
mentation that it has notified the firm to stop collection
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copies of all Weadings the school has filed or received on beha;, of a
borrower who has filed for bankruptcy and whose loan has been deter-
mined nondischargeable

The Department will not accept assignment of a loan if

o the school has not included the borrower's Social Securily Number.

o the borrower has received a discharge in bankruptcy. However, the
Department will accept the assignment if the bankruptcy court has
determined that the loan obligation is nondischargeable and has entered
a judgment against the borrower, or if a court has entered judgment
against the borrower after the discharge order has been entered.

o the school has sued the borrower, unless the judgment has been entered
against the borrower and assigned to the Federal Government.

o the loan has been cancelled because the borrower has died or because
the borrower has filed for, or been granted, cancellation due to permanent
and total disability.

The Department of Education will give the school written notice that it has
accepted the assignment. By accepting the assignment, the Department
acquires all rights, title, and interest in the loan.

The school must send the Department any payment the borrower may make
after the Department has accepted the loan.

Should the Department later determine an assigned loan to be unenforceable
because of an act or omission on the part of the school or its agent, the school
will have to compensate the Perkins Loan Fund in the amount of the
unenforceable portion of the outstanding balance. Once the Fund is reim-
bursed, the Department transfers all rights to the loan back to the school.

A borrower whose loan has been assigned is considered in default for
purposes of eligibility for Title IV aid, unless the borrower gives the school
proof that he or she has made arrangements to repay the loan. Proof is
defined as three consecutive monthly payments to the Department of
Education in an amount large enough to ensure repayment of the total debt
within three years. Three cancelled checks made out to the Department are
acceptable proof.
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APPENDIX
REQUIRED PROMISSORY NOTE

PROVISIONS

If your school does not use the sample promissory notes published in the
Decembei 1, 1987 campus-based regulations, your notes must contain at
least the following provisions or information:

o Interest rate (either 3, 4, or 5 percentsee page 6-1)

No interest accrues before the repayment period begins, or during
deferment and tree subsequent grace period. (The exception is that inter-
est does accrue during a hardship deferment.)

o repayment terms (see Section Three, page 6-12 for more information)

The repayment period may begin earlier than that specified in the note, if
the borrower requests it, and may vary because of minimum monthly
repayments. (For more information, see "MINIMUM REPAYMENT
RATES," page 6-18.)

o The borrower must repay the loan either in equalquarterly, bimonthly, or
monthly installments, or in graduated installments if the borrower requests
it and the Department of Education approves it.

o Unpaid principal, interest, late charges, and collection costs are cancelled
if the borrower dies or becomes permanently disabled after receiving the
loan.

o prepayment of loan (the student may prepay at any time without penalty
see page 6-18)

late charge

The promissory note must state that the school will assess a late charge
if the borrower is late with a payment, or if the borrower does not file a
request for cancellation or deferment with the school on time. The request
must include sufficient evidence to enable the school to determine
whether the borrower qualifies for what is being requested. (For more
information on late charges, see page 6-36.)
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o The borrower must pay all attorneys' fees and other loan collection costs
and charges.

o acceleration of loanthe school may demand immediate repayment of
the loan if the borrower misses a payment or does not file deferment or
cancellation forms on time (see page 6-38 for more information)

o disclosure of information to credit bureaus

If the borrower defaults, and if the loan is referred or assigned to the
Department of Education, the Department may disclose the default to a
credit bureau.

o security and endorsement (a school may require security and endorse-
ment only if the borrower is a minor and, underapplicable State law, a note
signed by a minor would not create a binding obligation)

o deferment of payments and interest (see Section Four, page 6-21, for a
discussion of deferment provisions)

o cancellation provisions (see Section Five, page 6-26 for appropriate can-
cellation provisions)

o assignment (see page 6-48 for a discussion of assignment)

o list of prior National Direct, National Defense, or Perkins Loans (the
borrower must certify the amount of each loan, the date of the loan, and
the name of the school where he or she obtained the loan)

o Schedule of Advances (a record of the date and amount of each ad-
vancethe borrower must sign this Schedule)

o borrower's signature, permanent address, Social Security Number, and
telephone number (the borrower must inform the school if his or her name,
address, Social Security Number, or telephone number changes)

o Promissory notes for less-than-half-time borrowers must state when the
repayment period begins.
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Prepared by:

Development Section
Division of Training and Dissemination
Office of Student Financial Assistance
U.S. Department of Education
400 Maryland Avenue, S.W.
ROB-3 Room 4051
Washington, D.C. 20202

Discrimination Prohibited
------'-_-------"--_

No person in the United States shall, on grounds of race, color, or national
origin, be excluded from participation in, be denied the benefits of, or be
c"h;4'114'11 to dicCriMinntinn under any progrnm nr activity receiving Federal
financial assistance, or be so treated on the basis of sex under most education
programs or activities receiving Federal assistance.

Material contained in this publication is in the public domain and may be
reproduced, fully or partially, without permission of the Federal Government.
Source credit is requested though not required.
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INTRODUCTION J
The College Work-Study (CWS) Program gives needy undergraduate and
graduate students the chance to work part-time to help meet the costs of
postsecondary education. To receive a CWS job, a student must meet all
eligibility requirements listed in Chapter Two.

SECTION ONE:
DEVELOPING JOBS l

To the extent practical, a school must provide CWS jobs that will complement
each recipient's educational program or career goals. Schools must also
make available "equivalent employment" (that is, non-CWS institutional
jobs)to the extent of available fundsto all students who want to work.

CWS jobs may be on- or off-campus. Off-campus jobs will normally be in the
public interest for private, nonprofit organizations orfor Federal, State, or local
public agencies. (See page 7-5.) However, a school may use part of its CWS
allocation to provide jobs in private, for-profit organizations, for students
whose period of enrollment begins on or after July 1, 1987 (see page 7-7).

In assigning a CWS job, you must consider the student's financial need, the
number of hours per week the student can work, the length of the academic
program or period of employment, the anticipated wage rate, and the amount
of other assistance available to the student. While there is no minimum or
maximum award, you should determine the amount for each student based
on these factors. Of course, a CWS award, when combined with other
sources of financial aid, may not exceed the student's need.

Each CWS position should have a job description that includes the following:

o name and address of employer (department, public agency, nonprofit
organization)

Complement
academic/
career goals

On- or off-
campus

Assigning a
job

Job
description
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o purpose of job

o duties and responsibilities

o job qualifications

o wage rate or range

o length of employment (beginning and ending dates)

o name of supervisor

The job description has several purposes. It will clearly define for you whether
the job qualifies under the CWS Program. It will provide the information
needed to explain the position to students and help them select the type of
employment closest to their educational or career objectives. A job descrip-
tion will help you, the student: and the supervisor determine the number of
hours of work required at the specified wage rate to meet a student's financial
need. The description also establishes a written record, for both student and
employer, of the job's duties and responsibilities, so there can be no
misunderstanding.

EMPLOYMENT CONDITIONS AND LIMITATIONS

The following provisions apply to all work under CWS, whether on- or off-
campus.

General Conditions

CWS employment must be governed by employment conditions, including
pay, that are reasonable according to the type of work performed, the
geographic region, the employee's proficiency, and any applicable Federal,
State, or local law.

Minimum Wage

CWS employers must pay students at least the current Federal minimum
wage (at the time the Handbook was printed, $3.35 per hour).

Displacement of Regular Workers

CWS employment may not displace employees (including those on strike) or
impair existing service contracts. You are cautioned against using students
in jobs traditionally filled by full-time personnel outside the school. Replace-
ment is interpreted as displacement. The Program's intent is to create new
job opportunities.

CWS Program-7-2
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Religious Involvement

CWS positions must not involve constructing, operating, or maintaining any
part of a building used for religious worship or sectarian instruction. In

determining whether any CWS employment will violate this restriction, you
must consider the purpose of the work ratherthan the nature of the employing
organization. In general, work in a facility serving a partially religious function
(for example, a combination dining hall and worship space) cannot be
supported under CWS. However, a student could work in a soup kitchen
sponsored by a religious order because the work would benefit the public, not
the order. (Note that the soup kitchen could be located in the basement of a
church, for example as long as the church does not use the basement for
religious functions.' \ tutoring program sponsored by a religious order would
also be acceptable CWS employment.

Fees or Commissions Prohibited

Neither a school nor an outside employer that has an agreement with the
school to hire CWS students may solicit, accept, or permit to be solicited any
fee, commission, contribution, or gift as a condition for a student's CWS
employment. However, a student may pay union dues if they are a condition
of employment, and if similar, non-CWS employees must also pay dues.

0 Voluntary SerVices

The Fair Labor Standards Act of 1938, as amended, prohibits employers
(including schools) from accepting voluntary services from any paid em-
ployee. Any student employed under CWS must be paid for all hours worked.

Academic Credit for Work-Study

The fact that a student may receive academic credit from the work performed
does not disqualify the job under CWS. However, there are certain restric-
tions. If a student must complete an internship or practicum as part of his or
her degree requirement and is not paid for doing so, the internship or
practicum does not qualify under CWS. If students are normally paid, they
may be employed under CWS. A student may not be paid for receiving
instruction in a classroom, laboratory, or other academic setting.

NOTE: The fact that a student receives academic credit for a CWS job
does not mean he or she should receive any less pay.

Garnishment of CWS Wages

A student's CWS wages may be garnished only to pay any costs of
attendance the student owes the school. Schools must oppose any garnish-
ment order they receive for any other type of debt; paying CWS funds in such

3R7
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cases would mean that funds would not be used "solely for educational
purposes"a requirement for Title IV funds.

Since schools may not necessarily be the employers in an off-campus
employment arrangement, they must adopt effective procedures to notify off-
campus employers that garnishment of CWS wages for any debt other than
a cost of attendance is not permissible.

EMPLOYMENT ON CAMPUS

General

Students may be employed in any type of postsecondary institution, includ-
ingas of October 17, 1986a proprietary school. Jobs at all schools must,
to the maximum extent practical, be related to the student's educational
program or vocational goals.

Jobs at proprietary schools must be on campus and must provide student
services. Such jobs as peer counselor, tutor, or library aide would be
appropriate. Work in the financial aid administrator's office or guidance office
is permissible, but work in the admissions or recruitment area would not be
acceptable, since this employment could involve soliciting potential students,
which is not permissible under the law. Maintenance (cleaning dorms) would
not be acceptable. Some types of security work are allowed, such as
escorting students to their cars at night, or escorting handicapped students,
but work as a night watchman is not. In general, work that would primarily
benefit the school rather than its students is not permissible. For example, a
student at a cosmetology school could not work in the front reception area or
in the business office, since those jobs would not provide student services.

At any private or non-profit school, CWS students may be assigned to assist
a professor, if they are doing work the school would normally support under
its own employment program. Having a student serve as a research assistant
to a professor is appropriate, as long as the work is in line with the professors
official duties and is considered work for the school itself. A student may not
work as an assistant to a professor on a field trip abroad. A student may not
assist an instructor in a proprietary school.

Employment with a School's Contractors

Work for the school itself also includes certain services the school may
contract for: food service, cleaning, maintenance, or security. (For proprie-
tary schools, only certain types of security work are permissiblesee above.)
Work for a school's contractors is acceptable as long as the contract specifies
the number of students to be employed and specifies that the school selects
the students and determines their pay rates.

CWS Program-7-4 3 S8



Employment in Profitmaking Activities

CWS employment may include work connected with a school's non-related
profitmaking activities. Such activities include the operation or rental of
athletic fields, auditoriums, theaters, or parking lots. For example, if the
school leases a facility to a private sports club or organization, the jobs
created as a result would qualify as CWS positions.

Employment in an Overseas Branch

Normally, employmen:: in a foreign country is not permissible under the law.
However, a school with a branch campus in a foreign country may employ
stude.its under CWS if the branch has its own facilities, administrative staff,
and faculty. Students may also be employed by a U.S. Government facility
such as an embassy or a military base.

A student may not be employed for a nonprofit organization in a foreign
country.

EMPLOYMENT OFF CAMPUS

Work in the Public Interest

If a student is employed by a Federal, State, or local public agency, or by a
private nonprofit organization, the work performed must be in the public
interest. Although providing jobs related to the student's academic or
vocational goals is encouraged, it is not required.

Work in the public interest is performed forthe national or community welfare,
rather than for a particular interest or group. For example, work is not in the
public interest if it benefits primarily a limited membership organization such
as a credit union, a fraternal or religious order, or a cooperative. However,
schools must consider the nature of the work as well as the organization. A
student may be employed by a private nonprofit civic club if the student is
involved in a community drive to aid handicapped children. If the student's
work is confined to the internal interests of the club, such as a campaign for
membership, the work would benefit a particular group and would not be in
the public interest.

A student may work for a private nonprofit membership organization, such as
a golf club or swimming pool, if the general public may use the organization's
facilities on the same basis as its members. If only members may use the
facilities, CWS employment is not permissible.

3R9
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Political Activity

CWS jobs may not involve working for an elected official as a political aide.
Students could not represent a member of Congress on a comittee, for
example. However, a student could be assigned to the staff of a standing
committee of a legislative body or could work on a special committee (such
as the Iran/Contra committee), as long as the student would be selected on
a nonpartisan basis and the work performed would be nonpartisan.

Do not confuse the requirement that the student's work be nonpartisan with
what Section 675.22 (b)(5) of the campus-based regulations states about
work not involving any "nonpartisan political activity." The latter is defined
primarily as work related to an election. For example, students could not work
at voting pollseven if they.only checked off the names of those who came
to vote and did not pass out flyers supporting a particular candidate. Also,
students could, not work to support an independent candidate. Another
example of nonpartisan political activity would be work for a city that might be
sponsoring political debates. No political activity, whethernonpartisan or not,
is acceptable for a CWS job.

Having said that, it is acceptable for students to work for an elected official
responsible for the regular administration of Federal, State, or local
government, as long as the student's political support or party affiliation is not
taken into account. "Regular administration" means the official is directly
responsible for administering a particular function. Such a person would not
create, abolish or fund any programs, but would run them. Working for a
sheriff would be acceptable, as would working for an elected judge (he or she
has direct responsibility for the judicial system). As stated above, any
political activity would not be acceptabieraising funds for the official's re-
election, for example.

Positions that involve lobbying at the Federal, State, or local level or working
for the U.S. Department of Education ace prohibited.

Federal. State. or Local Public Agencies

The statutory require mentthatthe Federal share of studentcompensation not
exceed 80 percent for 1988-89 (see page 7-14) does not affect Federal
agencies that want to enter into an off-campus CWS job agreement. They
may provide the required share of student compensation normally paid by off-
campus agencies, plus any other allowable employer costs agreed upon (see
pages 7-7 to 7-8). However, as mentioned above, because of a potential
conflict of interest, employment with the U.S. Department of Education or any
of its contractors is prohibited.

390
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Local public agencies include city or county governmental offices, public
schools, community-owned hospitals, public libraries, and community cen-
ters.

Private Nonprofit Organizations

Nonprofit means that no part of the net earnings of an agency may benefit any
private shareholder or individual. An organization must be incorporated as
nonprofit under Federal or State law. A school classified as a tax-exempt
organization by either the Federal or State Internal Revenue Service meets
this requirement. Examples of private nonprofit organizations include hospi-
tals, private schools, day care centers, halfway houses, crisis centers, and
summer camps.

Private Sector Employment

For periods of enrollment beginning on or after July 1, 1987, schools may
enter into agreements with private, for-profit companies to provide academi-
cally relevant jobs for students. (A student studying for a Business Admini-
stration degree could work in a bank, for example. A nursing student could
not make sandwiches in a fast-food establishment, however, since that job
would not be relevant to his or her studies.) Remember that an organization
may not hire a CWS employee in place of a regular employee.

The school is limited to using 25 percent of its CWS allocation for private
sector employment.

For 1988-89, the Federal share of wages for these students is limited to 60
percent; the employing organization must contribute the remaining 40 per-
cent, plus employer taxes (such as FICA, unemployment, and Workers'
Compensation.)

For 1989-90, the Federal share of wages will be limited to 55 percent and, for
1990-91 and subsequent years, it will be limited to 50 percent.

Off-Campus Agreements

A school enters into an agreementa contractwith any off-campus agency
or company that employs CWS students. The school must make sure the
organization is a reliable agency with professional direction and staff, and that
the work to be performed is adequately supervised and consistent with the
purpose of the CWS Program. (See Appendix B of the December 1, 1987
campus-based regulations for a model off-campus agreement. The sample
need not be followed exactly but serves as a guide.)

The agreement sets forth the CWS work conditions and establishes whether
the school or the agency/company will be the employer for such purposes as

91
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Responsibility
for on-the-job
injuries

Payroll
responsibility

hiring, firing, or paying the non-Federal share of the student's earnings or the
student's Social Security and Workers' Compensation benefits. (Remember
that a for-profit company must pay the non-Federal share of the student's
earnings.) The employer is considered to be the organization that will control
the CWS studentssupervising triem at the work site, regulating their hours
of work, and generally ensuring that they perform their duties properly.
However, the school is ultimately responsible for making sure payment for
work performed is properly documented, and that each student's work is
properly supervised.

The agreement must also state which organization will be responsible for any
injuries the student receives on the jobthe employer is not automatically
liable. Federal funds cannot be used to pay an injured student's hospital
expenses.

The agreement should also define whether the agency/company will assume
payroll responsibility and bill the school for compensation, or whether the
school will pay the students and bill the agency/company for its contribution.
Keep ir. mind your school must make up any payments the agency/company
does not make. Even if the agency/company does the payroll, the school
must still keep copies of time sheets and payroll vouchers (and verify both),
and keep evidence that the students were actually paid (usually acopy of the
cancelled check or a receipt signed by the student).

Supervising and Evaluating Off-Campus Employment

School officials should periodically visit each organization with which they
have an off-campus agreement to determine whether students are doing
appropriate work and whether the terms of the agreement are being fulfilled.
Faculty or staff members or other personnel whom the school has designated
as its agents may make the visits.

In determining whether to continue an off-campus agreement, many schools
have found it helpful to require that students submit a formal evaluation of their
work experience at the end of the assignment. The school can also use the
evaluation to help off-campus agencies improve their work programs.

Staff members of the off-campus organization must become acquainted with
a school's financial aid and student employment programs to better under-
stand the school's educational objectives. The school is responsible for
supplying this information.

CWS Program-7-8



SECTION TWO:
PAYING STUDENTS

BASIS FOR PAYMENT

-/j

Undergraduate students are paid CWS wages on an hourly basis only.
Graduate students may be paid by the hour or may be paid a salary.
Regardless of who employs the student, the school is responsible for making
sure the student is paid for work performed.

You should determine the number of hours a student is allowed to work based
on the student's financial need and on how the combination of work and study
hours will affect the student's health and academic progress. There are no
statutory or regulatory limits on the number of hours per week or per payment
period a student can work, provided no overaward occurs. (See Chapter Five,
page 5-12 for information on overawards.)

ESTABLISHING WAGE RATES

A student must be paid at least the rlirrent Federal minimum wage (at the time
the Handbook went to press, $3..,o t..ar hour), but there is no maximum wage
rate. In determining an appropriate rate, you must consider the following:

o the skills needed to perform the job

o how much persons with those skills are paid in the local area for doing the
same type of job

o rates the school would normally pay similar non-CWS employees

o any applicable Federal, State, or local laws that require a specific wage
rate

You may not count fringe benefits as part of the wage rate.

1137::' NOTE: A student's need places a limit on the. total CWS earnings
permissible but has no bearing on his or her wage rate. It is not acceptable
to base the wage rate on need or on any other factor not related to the
student's skills.

If a student's skill level depends on his or her academic advancement, you
may pay a student on that basis. For example, a junior or third-year lab
student may be paid a higher rate than a sophomore or second-year lab
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The exception to this rule occurs when a school carries forward or back CWS
funds to pay wages. (See page 7-16 for a discussion of carry forward/carry
back.) For example, if a school is paying wages for work performed during
award year 1988-89 and the school carried funds forward from 1987-88 to pay
those wages, the school charges its expenditures to award year 1987-88.

'''---
1987-88
CARRY
FORWARD

1988-89 Award Year

/ 1987-88
FUNDS

J5117171

If the school carries back funds from 1989-90, the expenditures are charged
to award year 1989-90.

6/1/3-89 Award Year

1989-90
FUNDS

1989-9C1
CARRY
BACK

Exception
carry
forward/carry
back

July 1

Paying students from the correct award year is important; schools have been
held liable when students were paid from the wrong CWS authorization.

For audit and program review purposes, the school must have cancelled
checks in its files to show that students received payment in the amount
charged to the CWS Program.
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The exception to this rule occurs when a school carries forward or back CWS
funds to pay wages. (See page 7-16 for a discussion of carry forward/carry
back.) For example, if a school is paying wages for work performed during
award year 1988-89 and the school carried funds forward from 1987-88 to pay
those wages, the school charges its expenditures to award year 1987-88.
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1988-89 Award Year
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FUNDS

July 1

If the school carries back funds from 1989-90, the expenditures are charged
to award year 1989-90.

1988289 Award Year

1989-90
FUNDS
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forward/carry
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1989-90
CARRY
BACK

July 1 _I

Paying students from the correct award year is important; schools have been
held liable when students were paid from the wrong CWS authorization.

For audit and program review purposes, the school must have cancelled
checks in its files to show that students received payment in the amount
charged to the CWS Program.
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Payroll Records

The school may use any payroll period it chooses, provided students are paid
at least monthly. It is a good idea to have the CWS payroll correspond to other,
similar payrolls at the school.

For reporting and control purposes, the CWS payroll should be distinguish-
able from other institutional expenditures. CWS compensation should either
be entered on a separate voucher or, if listed on the general payroll voucher,
should be -grouped separately from other expenditures. If payrolls are
handled on automatic data processing equipment, a special code for CWS
payments should be used.

Payroll vouchers must support all payroll disbursements and should provide
space for the following information

o school's name and address

o starting and ending dates of the payroll period

o student's name

o identification of the student's job

o number of hours worked during the pay period

o 1 ourly rate of pay

o gross earnings

o compensation withheld for Federal, State, county, or city taxes, and other
deductions

o non-cash payments

o net earnings

o check number, duplicate receipt, or other payment identification.

C v-,'
t.) s %.,
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SECTION THREE:
EMPLOYMENT DURING PERIODS OF

NON-ENROLLMENT
J

Students may be employed under CWS during a period of non-enrollment,
such as a summer or equivalent vacation period or the full-time work period
of a cooperative education student.

To be eligible for this employment, a student must be planning to enroll (or to
re-enroll) for the next regular session. The school must keep a written record
in its files showing the student has been accepted for enrollment in the
upcoming session.

Ila? NOTE: A student studying in an eligible program of study abroad is
considered accepted for the subsequent term. Students may be employed
during the summer preceding their study abroad if they will be continuously
enrolled in their American school while abroad, and if their study is part of the
American school's own program. In such cases, students may be employed
in qualified positions in the U.S., at the American school's branch campus
located in a foreign country, at a U.S. Government facility abroad, or in an
American company abroad.

SECTION FOUR:
EARNINGS APPLIED TO COST OF

ATTENDANCE

To determine what portion of a student's CWS earnings is applied to his or her
cost of attendance, you will need to project the student's gross earnings for
the award period and subtract an estimate of taxes and job-related costs. You
are encouraged to tell students what amount of earnings will be counted
toward their cost of attendance. Of course, at the end of the student's
employment, you will need to review your estimates to see if they were
accurate and make adjustments if they were not.

Examples of job-related costs include uniforms, the cost of meals at work, and
transportation to and from work. During vacation periods, room and board
may also be considered job-related costs if the student is paying them only
because he or she has a CMS job.

Student must
enroll or re-
enroll for
next regular
session

Study abroad

Subtract
taxes and
job-related
costs
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If the student works during a period of non-enrollment, you apply his or her net
CWS earnings against the cost of attendance for the next enrollment period.

If N

SECTION FIVE:
USE OF CWS FUNDS

FEDERAL SHARE LIMITATION

For 1988-89, the Federal share of CWS compensation willin most cases
be limited to 80 percent.* However, there are three exceptions:

o The Department may approve a Federal share of 100 percent if a school
has been designated eligible under the Strengthening Institutions
Program, the Strengthening Historically Black Colleges and Universities
Program, or the Strengthening Historically Black Graduate Institutions
Program. A school in one of these categories must request a waiver by
checking the appropriate box on the FISAP.

o The Federal share will be 90 percent for students working in Community
Service Learning jobs (see page 7-21).

o The Federal share may not exceed 60 percent for students employed off-
campus by for-profit organizations (see page 7-7).

The Federal share may not include fringe benefits such as sick leave,
vacation pay, and holiday pay, or employer's contributions to Social Security,
Workers' Compensation, retirement, or any other welfare or insurance
program.

A school may set a Federal share lower than 80 percent, if it chooses. For
example, if a school has a large demand for College Work-Study jobs from its
various departments, it may stretch Federal dollars by contributing more than
the usual 20 percent.

INSTITUTIONAL SHARE

A school may use any resource available to pay its share of CWS
compensation (which, for 1988-89, is at least 20 percent) except funds
allocated under the CWS Program. The school's share may come from its
own funds, from outside funds (such as from an off-campus agency), or from
both. It may also be in non-cash form (see page ? -15).

*For 1989-90, the Federal share will generally be !imited to 75 percent and,
for 1990-91 and subsequent years, to 70 percent.

CWS Program-7-14
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Any agreement a school may have with an off-campus agency (see page 7-
7) should specify what share of student compensation and what other costs
the agency will pay. The agreement may require the agency to pay
o the non-Federal share of student earnings.

o required employer costs, such as the employer's share of Social Security
or Workers' Compensation.

o the school's administrative costs not already paid from the its
administrative cost allowance.

a school receives more money underan employment agreement with an off-
campus agency than the sum of (1) required employer costs, (2) the school's
non-Federal share, and (3) any share of administrative costs the employer
agreed to pay, the school must handle the excess in one of three ways:

o Use it to reduce the Federal share on a dollar-for-dollar basis.

o Hold it in trust for off-campus employment the next award year.

o Refund it to the off-campus employer.

Funds from programs sponsored by Federal agencies (such as the National
Science Foundation or the National Institutes of Health) may be used to pay
the institutional share, as long as the programs have the authority to pay
student wages. Schools should contact the appropriate Federal agency to
see if it does have this authority.

Non-Cash Institutional Share

The school may pay its share of CWS compensation in the form of services
or equipmentfor example, tuition and fees, room and board, and books and
supplies. The school must document all amounts claimed as non-cash
contributions. Non-cash compensation may not include forgiveness of a
charge assessed against a student solely because of his or her employment
under CWS. For example, if a student has a cafeteria job and is required to
buy a uniform and a hair net, the student would have to pay for these items
a school could not "forgive" these costs, that is, make them part of the school's
non-cash contribution.

As discussed earlier, with two exceptions, the Federal share of CWS wages
currently cannot exceed 80 percent. If the school's non-cash contribution is
less than the remaining 20 percer., the school must make up the difference
in cash.
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If the school's non-cash contribution in a given pay period exceeds 20 percent
of a student's earnings in that period, the excess may be divided among the
subsequent checks for that award period. For example, the school may
decide to use tuition cancellation as its non-cash contribution. Suppose the
CWS job is $750 for the year. The school's share (20 percent) would be $150
for the year. If the school chose to cancel $150 from the student's first
semester tuition, it could apply 20 percent of that amount ($30) to the first
paycheck. A balance of $120 would be available to be applied to succeeding
checks. Twenty percent of the second paycheck would be $24, leaving a
balance of $96, and so on.

ADDITIONAL ADMINISTRATIVE EXPENSES

In addition to the administrative cost allowance described in Chapter Five,
Section Six, page 5-16, schools are entitled to receive an administrative cost
allowance for expenses associated with establishing and operating a Com-
munity Service Learning (CSL) Program. (For more information on this
Program, see page 7-21.) The allowance is 10 percent of the Federal and
institutional share of CWS wages paid to students employed under CSL.

Schools do not include compensation paid to students under the CSL
Program when determining their general administrative cost allowance forthe
Title IV programs.

CARRY FORWARD/CARRY BACK

A school may spend up to 10 percent of its current year's CWS allocation
(initial and supplemental) in the following award year (carry forward). If the
school intends to do this, it must indicate it on the FISAP.

A school is also permitted to spend up to 10 percent of its current year's CWS
allocation (initial and supplemental) for expenses incurred in the previous
award year. The official allocation letter for a specific award period is the
school's authority to exercise this option.

1987-88
CWS g'9/'

ALLOCATION A1,,,

1988-89
CWS

ALLOCATION

1989-90
CWS

ALLOCATION

11:W' NOTE: Before a school may spend its current year allocation, it must
spend any funds carried forward from the previous year.
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The school can apply amounts carried forward or back toward the Federal
share of CWS wages or toward the cost of a Job Location and Development
Program (see below). It can also apply these amounts toward its administra-
tive cost allowance. A school is permitted to transfer amounts carried forward
or back to the SEOG Program as well.

TRANSFERRING FUNDS TO THE SEOG PROGRAM

A school may transfer up to 10 percent of its current CWS allocation (initial and
supplemental) to its SEOG Program. The Department of Education's permis-
sion is not required. The transfer also applies to amounts carried forward and
back.

A school must report any transfer of CWS funds on its CWS Fiscal Opera-
tions Report and must return to the CWS account any funds transferred to
SEOG that were not used by the end of the award year.

SECTION SIX:
JOB LOCATION AND DEVELOPMENT

(JLD)
PROGRAMS

_d

Schools can develop off-campus jobs for students under two types of job
location and development programs: a "regular" JLD Program and a
Community Service Learning JLD Program (see page 7-19).

REGULAR JLD

Schools can use up to 10 percent of their CWS allocationor a maximum of
$30,000, whichever is lessto locate part-time, off-campus jobs for students,
regardless of their need (unlike regular CWS jobs). Another difference
between JLD and CWS jobs is that students employed as a result of the JLD
Program are not required to meet regular student eligibility criteria, such as
citizenship or satisfactory progress.

Allowable Costs

For 1988-89, the Federal 10 percent/$30,000 maximum may be used to
pay up to 80 percent of allowable costs. These include

o staff salaries (and fringe benefits, if they are the same as those paid to
other institutional employees in comparable positions and are not paid to
a student employed through the CWS Program).

401

10%
maximum

Up to 10% (or
$30,000
maximum) of
CWS alloca-
tion

Students
need not be
CWS-eligible
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Costs not
allowec:

o travel expenses related to JLD activities only.

o printing and mailing costs for brochures about the JLD Program.

o JLD telephone charges, including installation of a separate line for off-
campus employers.

o JLD costs for supplies, equipment, and furniture.

o newspaper or othertypes of advertising that inform potential employers of
the services JLD offers.

o JLD workshops for students and employers.

Costs related to purchasing, constructing, or altering the facilities that house
a JLD project are not allowable, nor are indirect administrative costs. One
example of an indirect administrative cost is a portion of the salary of someone
who is not directly involved in the Programthe JLD Director's supervisor, for
example.

The school must provide the remaining 20 percent of allowable costs, either
in cash or in services. This requirement, unlike the 20 percent requirement
under CWS, cannot be waived. The school must maintain records that
indicate the amount and sources of its matching share.

Participating In JLD

Provisions of Program Participation Agreement

A school that wants to participate in the Program checks the appropriate box
on its Program Participation Agreement when it first applies for CWS funds.
If a school does not decide until later that it wants to participate, it should send
a request to

U.S. Department of Education
Division of Eligibility and Certification
Institution and Lender Certification Branch
Room 3923 ROB-3
400 Maryland Avenue, S.W.
Washington, D.C. 20202

The school will receive a photocopy of its original Program Participation
Agreement, initialed by a member of the DEC staff, authorizing the school's
participation.

402
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The Program Participation Agreement must provide assurances that

o the school will not develop jobs on-campus.

o the Program will be used forjobs while students are in school and between
periods of enrollment, but not for job placement upon graduation.

o the Program will not displace employees or impair existing service
contracts.

o total student wages are expected to exceed the amount of Federal funds
spent on the Program.

o if the school uses Federal funds to contract with an organization to
administer the Program (see below), suitable performance standards will
be part of that contract.

o the school will submit to the Department of Educationan annual roport on
the use of JLD funds and an evaluation of the Program's effectiveness.
This requirement is satisfied simply by reporting wages earned under
Section G of the CWS Fiscal Operations Report.

Procedures and records requirements for JLD are the same as those for all
campus-based programs (see Chapter Five, Section Five, page 5-14).

Agreement with Other Schools/Organizations

A school may operate a JLD Program by itself or may enter into a written
agreement with other eligible schools to establish a Program.

The written agreement must designate the administrator of the JLD Program
and must specify the Program's terms, conditions, and performance stan-
dards.

CZ" NOTE: In the past, the Program's administrator had to arrange for an
audit. Beginning with the 1988-89 award year, this is no longer a requirement.

Each school that is part of the agreement is responsible for properly dis-
bursing and accounting for its Federal funds.

COMMUNITY SERVICE LEARNING (CSL) JOB LOCATION AND DEVEL-
OPMENT PROGRAM

A school may use up to 10 percent of its CWS allocation or a maximum of
$20,000, whichever is less, to help locate and develop CSL jobs forstudents.
The school may use this allotment itself or in conjunction with other eligible

403
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Community
services

schools. The school consults with local non-profit, governmental, educa-
tional, and community-based organizations to locate and develop appropri-
ate CSL jobs.

13 NOTE: CSLJLD jobs must meet CWS eligibility requirements (unlike
"regular" JLD jobssee page 7-17).

"Community services" are those the school has identified by working with the
local organizations mentioned above. CSL JLD jobs are designed to improve
the quality of life forco m mu nity residents, particularly low-income individuals,
or to solve particular problems related to the needs of community residents.
Appropriate jobs are those in fields such as health care, child care, literacy,
and housing and neighborhood improvement.

The provisions for allowable costs in a CSLJLD are the same as those forthe
regular JLD Program except, of course, that the maximum Federal share
used to pay up to 80 percent of allowable costs is, for CSL, 10 percent or
$20,000, not $30,000.

As is true for the regular JLD Program, a school must have a Program
Participation Agreementto participate in a CSLJLD Program. (The provisions
of the agreement are the same as those discussed earlier in the regular JLD
section [see page 7-18], with one exception: the assurance that the school
will not locate and develop on-campus jobs does not apply to a CSL
JLD.)

Schools participating in the CSL JLD Program may enter into an agreement
to operate a program with other eligible schools, as is true for regular JLD
participants, or with a nonprofit organization, which is true only for CSL
JLD.

If the Department of Education terminates or suspends a school's eligibility
to participate\in the CWS Program, that action also applies to a JLD Program
or CSL JLD Program.

CWS Program-7-20
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SECTION SEVEN:
COMMUNITY SERVICE LEARNING

PROGRAM*
-1100.11'

A school may use part of its CWS allocation to employ students in a
Community Service Learning (CSL) Program designed to develop, improve,
or expand tangible community services for low-income persons, or to solve
particular problems related to their needs. Jobs (and students) must meet
CWS eligibility requirements and should, to the maximum extent practical,
offer students work/learning opportunities related to their educational or
career gJals.

A "low-income" individual is one from a family whose taxable income for the
preceding year did not exceed 150 percent of an amount equal to the poverty
level determined by using poverty criteria established by the Census Bureau.

"Community services" are direct services, planning, or applied research
activities. They can include activities related to health care, education,
welfare, public safety, transportation, and recreation.

A Federal match of 90 percent can be made for up to 10 percent of a school's
CWS allocation. Any CWS funds used in excess of 10 percent of the
allocation must be matched at the normal Federal share.

A school may also use up to 10 percent of its CWS allocation as an
administrative cost allowance for the CSL Program. Some examples of
appropriate uses for this allowance are
o developing methods to assure the academic quality of a student's expe-

rience

o ensuring student access to educational resources, expertise, and super-
vision

o collaborating with public and private nonprofit agencies to plan and
administer the CSL Program.

*Schools do not have to develop CSL Program jobs exclusively through the
CSL JLD Programthey may do so under the "regular'JLD Program as well.
The CSL JLD Program is concerned with community services in general; CSL
Program jobs are particularly concerned with aiding low-income individuals.

Low-income
Individual

Federal
match-90%

10% ACL
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Prepared by:

Development Section
Division of Training and Dissemination
Office of Student Financial Assistance
U.S. Department of Education
400 Maryland Avenue, S.W.
ROB-3 Room 4051
Washington, D.C. 20202

Discrimination Prohibited

No person in the United States shall, on grounds of race, color, or national
origin, be excluded from participation in, be denied the benefits of, or be
subjected to discrimination under any program or activity receiving Federal
financial assistance, or be so treated on the basis of sex under most education
programs or activities receiving Federal assistance.

Material contained in this publication is in the public domain and may be
reproduced, fully or partially, without permission of the Federal Government.
Source credit is requested though not required.
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INTRODUCTION j
The Supplemental Educational Oiportu nity Grant (SEOG) Program provides
grants to undergraduate students who have not received a bachelor's degree.
To receive an SEOG, a student must meet all eligibility requirements listed in
Chapter Two. In selecting among eligible students for an award year, you
must first choose those students with the lowest Family Contributions who will
also receive Pell Grants in that year. If you have SEOG funds remaining, you
must next choose students with the lowest Family Contributions who will not
receive Pell Grants.

SEOG awards range from $100 to $4,000 per academic year. Awards for less
than an academic year must be reduced proportionately.

SECTION ONE
DISBURSING FUNDS

You may either disburse SEOG awards directly to students or credit their
accounts. You may not disburse funds for a payment period until the student
registers for that period. (Correspondence students must submit their first
completed lessons before receiving funds.) You may directly pay the
registered student no more than 10 days before the first day of classes of a
payment period. You may credit the student's account no more than 3
weeks before the first day of classes of a payment period. (This is also true
for the Perkins Loan Program. Please see Chapter Six, page 6-10 for more
information.)

If you are awarding an SEOG for a full academic year and your school uses
standard academic terms, you must advance a portion of the grant during

409
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Non-standard
term
schools
twice during
an academic
year

Up to 10% to
CWS

each payment period. (Generally, you divide the total SEOG award by the
number of payment periods the student will attend.* ) Payment periods are
defined as semesters, trimesters, or quarters. If your school does not use
standard academic terms, you must advance funds at least twice during the
academic yearonce at the beginning and once at the midpoint.* Normally,
no more than half the award may be advanced before the midpoint. If the
student attends less than an academic year, divide the award by the number
of payment periods the student will attend during the academic year.

You may advance funds within a payment period in whatever installments
you determine will best meet the student's needs.

Only one advance is necessary if the total amount awarded a student under
the SEOG and Perkins/National Direct Student Loan programs is less than
$501.

NOTE: A six-month training program that prepares students for
employment in a recognized occupation equals a full academic year for dis-
bursement purposes. A six-month program is one that is 600 clock hours, 16
semester hours, or 24 quarter hours.

SECTION TWO:
TRANSFERRING FUNDS

A school may transfer up to 10 percent of its F. EOG allocation for an award
year (initial and supplemental) to the College Work-Study Program. The
Department of Education's permission is not required.

A school must report any transfer of SEOG funds on its SEOG Fiscal
Operations Report and must return to the SEOG account any funds trans-
ferred to CWS that were not spent by the end of the award year.

*As is true for the Perkins Loan Program, if the student incurs uneven costs
during the year and needs extra funds in a particularpayment period, you may
make an unequal disbursement. See Chapter Six, page 6-11 for a complete
discussion of unequal disbursements.

SEOG Program-8-2 4 10
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SECTION THREE:
FEDERAL SHARE LIMITATIONS

Historically, the SEOG Program has been funded completely with Federal
funds. While this is still true for 1988-89, the Federal share for SEOG will be
reduced beginning with the 1989-90 award year. For 1989-90, the Federal
share will be 95 percent; for 1990-91, it will be 90 percent; and for 1991-92 and
subsequent years, 85 percent. However, as is currently true for the College
Work-Study Program, the Department will, beginning in 1989-90, approve a
Federal SEOG share of 100 percent if a school is eligible under the
Strengthening Institutionc- Program, the Strengthening Historically Black
Colleges and Universities Program, or the Strengthening Historically Black
Graduate Institutions Program. (A school in one of these categories must
request a waiver by checking the appropriate box on the FISAP.)

411
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INTRODUCTION

The Guaranteed Student Loan (GSL) Program, operating through State
and private nonprofit agencies, makes low-interest, long-term loans avail-
able to students attending the approximately 7,300 schools that participate
in the program: institutions of higher education, vocational, technical,
business, and trade schools, and some foreign schools. To encourage
participation in the GSL Program, the Federal Government subsidizes a
portion of the interest on GSL's, enabling lenders to obtain competitive
interest rates on loans while providing students with loans at below-market
rates. The GSL Program is unique in that it requires the interaction of the
Federal Government, private lending institutions, schools, State and
private nonprofit guarantee agencies, and the student.

Title IV of the Higher Education Act of 1965 established the Federal
Insured Student Loan Program (FISLP) as part of the Guaranteed Student
Loan Program; however, provisions included in the law provided for the
phaseout of FISLP and its replacement by guarantee agency programs.
The Federal Government has not insured any FISLP loans since June 30,
1984. Instead State guarantee agencies or private nonprofit agencies
insure loans and are reimbursed by the Federal Government for all or part
of the insurance claims they pay to lenders. The guarantee replaces the
security or collateral usually required in making a long-term consumer
loan.

Although all guarantee agency programs must meet the Federal require-
ments that will be discussed in this chapter, additional requirements may
be established by individual guarantee agencies. You can obtain specific
information about a guarantee agency's procedures by contacting that
agency. Appendix A of this chapter contains a list of guarantee agencies
arid their addresses.

The Education Amendments of 1980 established Parent Loans to Under-
graduate Students (PLUS), a type of guaranteed loan that originally pro-
vided a source of additional funds for parents of dependent undergraduate
students. The Postsecondary Student Assistance Amendments of 1981
extended PLUS borrower eligibility to independent undergraduate stu-
dents and to graduate or professional students. The name of the loan
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program was changed to Auxiliary Loans to Assist Students (ALAS), to
reflect the extension of the program to include student borrowers; how-
ever, the loans were usually still referred to as PLUS loans.

The Higher Education Amendments of 1986 restricted PLUS access once
again to parents, but now allow them to borrow for either dependent
undergraduate or dependent graduate/professional students. The 1986
Amendments also replaced ALAS with the Supplemental Loans for Stu-
dents Program (SLS). SLS loans have interest and repayment similar to
PLUS loans, but allow the same deferment provisions (for principal only)
as the GSL Program.

The Higher Education Technical Amendments Act of 1987 made a num-
ber of additional changes in the loan programs and clarified the new
deferments created by the 1986 Amendments.

Major provisions of new legislation concerning these loan programs are
covered in the "Dear Colleague" mailings listed in Appendix C. Other
OSFA publications referred to in this Chapter are also listed in
Appendix C.

41
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BORROWER ELIGIBILITY FOR GSL, PLUS, AND SLS

While eligibility criteria for students participating in all Title IV programs are
generally the same (see Chapter 2 for information on eligibility require-
ments for students and schools), there are some significant differences in
GSL, PLUS, and SLS that should be mentioned:

o A member of a religious community may be eligible for a
GSL, PLUS, or SLS. (Members of religious communities
are not eligible for other forms of Title IV aid.)

o Only U.S. citizens or nationals may receive a GSL,
PLUS, or SLS for study at a foreign school; "eligible non-
citizens" may receive a GSL, PLUS, or SLS only for
schools that are located within a State. (GSL, PLUS,
and SLS are the only Title IV programs that allow foreign
schools to participate.)

o In some cases, a student at a school offering a program
of as few as 300 hours may be eligible for a GSL, PLUS,
or SLS. In the other Title IV programs, the eligibility
cutoff is six months (600 clock hours, 16 semester hours,
24 quarter hours, or 16 trimester hours). Technically, this
issue is associated with institutional eligibility and the
definition of "vocational school"; it is mentioned here
because it is often thought of in connection with student
eligibility.

In addition, the Consolidated Omnibus Budget Reconciliation Act of 1985,
the Higher Education Amendments of 1986, and the Technical Amend-
ments of 1987 made substantial changes in eligibility requirements for all
Title IV programs; the following is a brief summary of changes as they
apply to GSL, PLUS, and SLS. For more detailed information, see Chap-
ter 2 of this Handbook.

Differences
in GSL,PLUS,
and SLS
eligibility
criteria
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Recent
changes in
borrower
eligibility for
GSL, PLUS,
and SLS

o If a student owes a refund on a Title IV grant, or is in
default on a loan made under the GSL, PLUS, Income
Contingent Loan, or Perkins Loan (formerly National
Direct Student Loan) Programsor on a Consolidation
Loanfor attendance at any school, he or she is not
eligible for a GSL or SLS. (See the section on refi-
nancing and consolidation under "Counseling the Stu-
dent" for more information on Consolidation Loans.) The
parents of such a student may not take cut a PLUS loan
for him or her. In addition, if a parent is in default or
owes a refund on any Title IV Program, he or she may
not take out a PLUS loan for any of his or her children in
postsecondary education. Certification that the borrower
is not in default and does not owe a refund is a require-
ment for which the school is responsible, and is dis-
cussed under "Estimated financial assistance" in 'The
Loan Application Process."

o A determination of Pell Grant eligibility or ineligibility must
be made for undergraduate GSL applicants if the school
participates in the Pell Grant Program. This requirement
does not apply to SLS applicants or to students for whom
a parent is seeking a PLUS. Pell Grant eligibility determi-
nation is discussed under "Estimated financial assis-
tance" in 'The Loan Application Process."

o For periods of enrollment beginning on or after July 1,
1987, a student must be enrolled or accepted for enroll-
ment in a degree or certificate program in order to re-
ceive a GSL or SLS; the dependent student of a PLUS
borrower must also be enrolled in such a program. This
is a new requirement only for GSL, PLUS, and SLS; it
was already a requirement for other Title IV programs.

NOTE: The Technical Amendments of 1987 provided an
exception to this requirement; an otherwise eligible
student may apply for a GSL and/or SLS (and the
student's parent may borrow under the PLUS Program)
for a single 12-month period of at least half-time study if
the school has determined that the course work is neces-
sary in order for the student to enroll in a degree or
certificate program.

An eligible parent borrower for a PLUS is a student's mother, father,
adoptive parent, or legal guardian.
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INSTITUTIONAL ELIGIBILITY

In order to participate in the GSL, PLUS, or SLS programs, a school must
be an institution of higher education or a vocational institution. Foreign
schools comparable to these types of institutions can also be eligible, if
they are approved by the U.S. Department of Education. Definitions of
eligible institutions are found in Chapter 2. Dear Colleague letter GEN-86-
35 provides more information on the eligibility requirements for foreign
schools.

The word "school(s)" as used in this chapter means a school participating
in GSL, PLUS, and SLS Programs, even though the word "participating" is
not always included.
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TERMS OF GSL, PLUS, AND SLS
LOANS

Loan Limits for GSL, PLUS, and SLS"

GSL

ANNUAL CUMULATIVE

$11;25O
for` under:
.graduate study

$2,625
firstiWo years,
of undergraduate
study

$4,000-
third' year status,
.or above

$Z500
for graduate/
professional
study

$54,750
fqr graduate/0'o
fessional,etudy
InclUdes'under.
graduate

SLS $4;000'
graduate/profes-
sional, independent
undergraduate

$20,000'

in addition to
GSL/PLUS limits

PLUS $4,000 $20,000

GSL LOANS

Loan Limits

o Before January 1, 1987, undergraduates could borrow up
to $2,500 per academic year, to a maximum outstanding
debt of $12,500.

421
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New GSL
loan limits

o Graduate or professional students could borrow up to
$5,000 per academic year, to a maximum outstanding
debt of $25,000, including any outstanding undergradu-
ate GSL's.

GSL loan limits for periods of enrollment beginning on or after January 1,
1987 have been increased. The new limits are:

o up to $2,625 per academic year for first-and second-year
undergraduates;

o up to $4,000 per academic year for undergraduates who
have achieved third-year status, to a maximum outstand-
ing debt of $17,250 for undergraduate study. Determina-
tion of a student's grade level is based on his or her
progress in the current program of study; a previous
undergraduate degree in a different program is not con-
sidered in this determination. See Dear Colleague letter
GEN-86-35 for more information.

o up to $7,500 per academic year for graduate or profes-
sional students, to a maximum outstanding debt of
$54,750, including any outstanding GSL loans borrowed
for undergraduate study. (PLUS and SLS loans are not
considered in GSL loan limits.)

The aggregate limit (or sum total) for both undergraduate and graduate/
professional students must also include any portion of a borrower's Con-
solidation Loan that was used to repay a GSL or SLS. Thus, consolidation
of a student's loans does not increase his or her loan limits.

For the GSL Program, the student can borrow up to the iimit on loans
outstanding; once the loans are repaid in full or in part, a student again
may apply for a GSL loan. (In the Perkins Loan Program, on the other
hand, the loan maximum is limited by the total borrowed, even though
previous loans may have been repaid.)

Loan limits are affected by factors such as other aid received, cost of
attendanGe, and expected family contribution. These factors are dis-
cussed under the subject headings for GSL, and PLUS and SLS that
follow, and in the section "GSL and PLUS/SLSSome Comparisons."

4P2
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Interest rates

The interest rate for borrowers whose first loans were made from Septem-
ber 13, 1983 to June 30, 1988 is 8 percent. The 8 percent rate is effective
for GSL loans made for any period of instruction (regardless of the date of
disbursement) beginning September 13, 1933 and continuing through
June 30, 1988. The interest rate for new borrowers* on or after July 1,
1988 will be 8 percent per year beginning on the date of disbursement and
ending 4 years after repayment begins, and 10 percent per year during the
rest of the repayment period. Borrowers with 8 percent loans are entitied
to a 6 month grace period, which is the period between the termination of
at least half-time study and the beginning of loan repayment.

The grace period for loans begins on the date when the borrower ceases
attending school at least half time. Repayment begins 6 months (or 9-12
months, as explained in the following paragraph) after the beginning of the
grace period. The borrower may request a shorter grace period.

If a borrower with an outstanding GSL at 7 percent (the interest rate for a
loan made prior to January 1, 1981) borrows again, those loans will also
be at the 7 percent rate. If a borrower with a prior loan at 7 percent has
paid off the entire loan and wishes to apply for a GSL, he or she would be
considered a new borrower, and would receive the interest rate for new
borrowers (8 percent, changing to 10 percent after four years of repay-

* The term "new borrower' for GSL, PLUS, and SLS loans, as clarified by
the Technical Amendments of 1987, has a very specific definition. Keep
this definition in mind, especially when you counsel students who may
have multiple loans. For GSL, PLUS, or SLS loans, a "new borrower" is
one who has no outstanding balance on a GSL, PLUS, SLS, or Consoli-
dation Loan on the date he or she signs a promissory note for a loan (1)
for a period of enrollment beginning on or after July 1, 1987, or (2) dis-
bursed on or after July 1, 1987. This means that the individual has never
before borrowed under one of these programs, or that any previous loans
have been repaid before the new loan is made. Once a person qualifies
as a "new borrower," he or she remains one; the "new borrower' loan
conditions will apply to any future loans. The "new borrower" definition
applies only to the type of loan applied for: an individual can be a "new
borrower" for the GSL, PLUS, and SLS programs and an "old" borrower
for the Perkins Loan Program at the same time. For example, if a student
has paid off a previous GSL and applies for a new one after July 1, 1987,
but has an outstanding Perkins Loan, that student is still a "new borrower"
for the GSL Program.
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ment). On loans with an interest rate of / percent, the borrower is entitled
to a 9 to 12 month grace period before repayment begins. The 9 to 12
month grace period for 7 percent loans is set by the lender or the guaran-
tee agency, and is shown on the Promissory Note, signed by the bor-
rower.

r--
-4=1111111.=

This pen is a remindev of the importance
of communicationbetween student,
school, lender, and guarantee agency
In a successful guaranteed loan pro-
gram.

Similarly, if a borrower received a first loan on or after January 1, 1961
through September 12, 1983 at the 9 percent interest rate (the interest
rate in effect during that period), and has an outstanding loan at that rate,
subsequent loans will also be at 9 percent. The grace period is 6 months
for loans made at 9 percent. Again, if a loan at 9 percent has been com-
pletely repaid, a subsequent loan to that borrower would be at 8 percent
(increasing to 10 percent after four years of repayment).

Additional costs of borrowing

For loan applications signed by the borrower before July 1, 1987, a guar-
antee agency may charge a lender up to 1 percent per year of the unpaid

Insurance balance of the loan as an insurance premium. Lenders may, and usually
premium do, pass this charge on to the borrower. It may be charged to the bor-

rower in one lump sum prior to the beginning of repayment, and the total
amount subtracted from the first loan disbursement; or it may be deducted
proportionately from each loan disbursement.

For loan applications signed by the borrower on or after July 1, 1987, the
maximum insurance premium that a guarantee agency may charge the
borrower of a GSL, SLS, or PLUS is a one-time fee, not to exceed 3
percent of the principal amount of the loan. If the loan is disbursed in
more than one payment, the fee must be deducted proportionately from
each disbursement.

42.4
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The lender may charge the borrower a 5 percent origination fee for loans
made on or after October 1, 1986.* A loan is considered "made" on the
date the loan proceeds are disbursed in whole or in part to the borrower.
For loans made prior to July 1, 1986, the fee was generally deducted from
the loan amount prior to the first disbursement. For loans made on or
after July 1, 1986, the origination fee must be deducted proportionately
from each disbursement of the loan proceeds.

NOTE: The loan origination fee is not retained by the lender, but is turned
over to the Federal Government to help offset the cost of Federal interest
subsidies.

Repayment

For new borrowers, the loan repayment period begins six months after he
or she ceases to be enrolled at least half timeeither because the course
of study has been completed, or because the student drops out of school,
drops below half-time status, or transfers to a school that does not partici-
pate in GSL.

It is the student's responsibility to notify the lender of the
date on which he or she ceases to be enrolled at a
participating school at least half time.

You are urged to emphasize to students the importance of this responsibil-
ity. Upon notification of this critical date, the lender will send a repayment
schedule to the borrower. Provisions of the loan repayment schedule
must agree with those in the Promissory Note and the loan Disclosure
Statement. Generally, the borrower has from 5 to 10 years to pay off the
loan. Any periods of authorized deferment or forbearance granted are not
counted in the 5 and 10-year repayment period. The borrower may pre-
pay all or part of a loan at any time without penalty.

NOTE: Schools are required to inform the lender (or-SCIMI= guarantee agency) of any change in the borrowers
enrollment status.

If a student returns to school at least half time before the grace period
ends, he or she may again postpone loan repayment while in school and
will be entitled to a full grace period upon termination of enrollment or
when dropping below half-time status. The student should understand,

* For loans made March 1, 1986 through September 30, 1986, the maxi-
mum origination fee was 5.5 percent.
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Minimum
monthly
payment
GSL

however, that once the grace period ends, he or she is in repayment
status, and must enroll in an eligible school full time in order to qualify for
a deferment. (See the exception for new borrowers under "Deferment" in

this section.)

in general, minimum monthly payments must be at least $50 ($600 per
year) on new loans; when both husband and wife have GSL's, the mini-
mum combined annual payment for the couple is also $600. Loan pay-
ments for GSL's, however, usually exceed these minimums. The lender
may require a repayment period of less than 5 years, if necessary, to
ensure that the above minimum payments are met.

If, as often happens, the lender sells the loan or otherwise transfers the
right to receive payment, the borrower must be
notified. This notification must spell out his or her
obligations to the new holder of the loan.

if, after obtaining a GSL, the borrower enrolls less
than half time, fails to enroll during the period for which the loan was
intended, or is otherwise found to be ineligible for all or part of the loan,

the borrower must immediately notify the lender and repay the amount
due. If the borrower fails to do so, the lender may file a default claim for

the full loan amount.

Deferment

Deferment periods are periods during which payment of principal on a
GSL loan is postponed, and, in general, interest subsidy payments are
made by the Federal Government. Once repayment begins, borrowers

are entitled to a deferment if they meet the re-
quirements below; however, the borrower
must request a deferment in writing using a

form provided by the lender, and must provide documentation to the

lender in support of the request.

4c1111111=

If a borrower's loan is in default, he or she is not eligible for any defer-

ments for that loan.

The Higher Education Amendments of 1986 and the Technical Amend-
ments of 1987 added a number of deferments to those already available

to GSL, PLUS, and SLS borrowers. However, some of the new defer-
ments are applicable only to new borrowers.

GSL,PLUS,SLS 9-12



Deferments of repayment for all GSL borrowers are authorized for:

o Full-time study at a school participating in the GSL Pro-
gram (unless the borrower is not a U.S. national and is
studying at a foreign school).

NOTE: as noted on the previous page, while a GSL
borrower may obtain a loan while a half-time student,
once he or she ceases enrollment at a participating
school at least half time and enters repayment, that
student must enroll full time in a program in order to be
eligible for a deferment. (See the exception below for
new borrowers.)

o Full-time study at an institution of higher education or a
vocational school which is operated by an agency of the
Federal Government. (Most federally operated schools
are associated with the Veterans Administration or with
the Armed Forces. Appendix B is a list of federally
operated schools.)

o Study in an eligible graduate fellowship program, includ-
ing a recognized graduate international fellowship pro-
gram at a foreign university. The borrower must already
have a bachelor's degree, and must be a full-time stu-
dent.

o Study in an approved rehabilitation training program for
the disabled.

o Up to 3 years of active duty status in the United States
Armed Forces or service as an officer in the Commis-
sioned Corps of the U.S. Public Health Service (including
any combination of such periods of service).

NOTE: a borrower is not eligible for deferment for serv-
ice in the Reserves of the Armed Forces.

o Up to 3 years of volunteer service under the Peace
Corps Act (if the borrower has agreed to serve for at
least one year).
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"New bor-
rower" defer-
ments--GSL

o Up to 3 years of service as a full-time volunteer under
Title I of the Domestic Volunteer Act of 1973 (ACTION
programs). Again, the borrower must agree to serve for
at least one year.

o Up to 3 years of full-time volunteer service (for a tax
exempt organization) that is comparable to service as a
Peace Corps or ACTION volunteer.

o Periods of unemployment totalling up to 2 years, if during
those periods the borrower is seeking but unable to find
full-time employment.

o Up to 2 years of service in an internship or residency
training program required by a State licensing agency
before beginning professional practice or service. The
borrower must have a bachelor's degree before begin-
ning the program.

o Up to 3 years during which the borrower is temporarily
totally disabled or during which the borrower is unable to
work because he or she is caring for a spouse or other
dependent who is temporarily tot* disabled (including
any combinations of such periods).

o Up to 6 months of parental leave during which a bor-
rower is pregnant, caring for his or her newborn child, or
caring for his or her adopted child immediately following
adoption. The borrower must be unemployed and not
attending school, and mus apply within 6 months after
he or she leaves school or drops below half-time status.

The following additional deferments of repayment for a GSL apply
only to new borrowers:

o Up to 3 ye rs of active duty in the National Oceanic and
Atmospheric Administration Corps.

o Up to 3 years of full-tim
private elementary or secon
U.S. Department of Education h
teacher shortage area. (For more in
deferment, students should be instructed
appropriate guarantee agency.)

teaching in a public or nonprofit
dary school in an area the

s determined to be a
formation about this

to contact the

o In addition to the internship provision above, up to 2

1
years of service in an internship or residency program
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which leads to a degree or certificate awarded by a
postsecondary school, hospital, or a health care facility
with postgraduate training.

o Periods of half-time study, ifthe borrower has obtained a
GSL or SLS for that same enrollment period.

o Up to 12 months for mothers of preschool age children
who are going to work (or back to work) at a salary that is
no more than $1.00 over the Federal minimum wage.

You may wish to reassure students with previous loans, who are con-
cerned about changes in deferment conditions, that deferments listed on
the Promissory Note cannot be removed; however, additional deferment
conditions which could apply to all borrowers may be added by future
legislation.

For more information about the new GSL deferment provisions, see Dear
Colleague letters G-86-97 and GEN-87-29.

Forbearance

If a borrower, because of poor health or other unanticipated personal
problems, is willing but financially unable to make the required payments
on a GSL, he or she may request the lender to grant forbearance. For-
bearance is the temporary cessation of payments, allowing an extension
of time for making payments, or accepting smaller payments than were
previously scheduled. The lender may grant forbearance of principal,
interest, or both. Forbearance requires a written agreement between
borrower and lender. Unlike periods of deferment, when forbearance is
granted the borrower is responsible for repayment of accrue': interest
charges. Lenders do not have to grant forbearance.

Cancellation

If a borrower dies or becomes totally and permanently disabled, the guar-
antee agency will pay the borrower's obligations for principal and interest,
and the holder of the loan may not collect the loan from an endorser, or
from the borrower's estate. Certification of permanent disability from a
physician is required for loan cancellation. The Department of Education
then will reimburse the guarantee agency for the amount of the loan.

The guarantee agency or the Department of Education also will pay for a
loan discharged in bankruptcy. A loan discharged in bankruptcy is not
considered a defaulted loan.
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Delinquency

Repayment by the Department of Defense

At the time this chapter was written, the Army was the only branch of the
Armed Forces offering a loan repayment program as an enlistment incen-
tive. Currently, if a student borrower serves as an enlisted person in the
U.S. Army; the Army Reserves, or the Army National Guard, the Depart-
ment of Defense, as an enlistment incentive, will repay a portion of the
loan. For more information the student should be directed to contact his
or her local Army recruiting office. This is a recruitment program and does
not pertain to an individual's prior service.

Default

While more than 90 percent of all borrowers repay their loans on time,
some do fall behind on their payments, for a variety of reasons. You
should counsel students to maintain contact with the lender if they have
repayment problems, to avoid delinquency and
default.

When a scheduled payment on a loan is not made
on time, the loan becomes delinquent. Over the
next 6 to 8 months the lender is required to make
repeated attempts to re-establish payment, in-
cluding attempts to contact the borrower by
phone and/or letter, the use of skip-tracing assistance, and the use of the
guarantor's pre-claim assistance.

For loans which entered delinquency before April 7, 1986, default is de-
fined as the failure to make payments for a period of 120 days in the case
of a monthly repayment schedule, and 180 days for less frequent install-
ments. For loans which entered delinquency on or after April 7, 1986,
default is the failure to make payments for a period of 180 days for a loan
repayable in monthly installments, and 240 days for a loan repayable in
less frequent installments.

If the borrower's delinquency persists, the lender may accelerate the loan,
that is, demand the entire balance of the loan in one payment. The lender
may file a default claim with the guarantee agency, which reviews the
lender's collection efforts before reimbursement. If the guarantee agency
pays the default claim, the agency will continue collection efforts. These
efforts will include reporting loan defaulters to national credit bureaus, and
may include garnishing Federal salary checks for defaulters in public
service, and withholding or "offsetting" part or all of a defaulter's Federal or
State income tax refund. (If the defaulter is sued, garnishing of wages
may be included in the courts ruling.) Aiso, a student with a defaulted
loan is no longer eligible for any Federal student aid under Title IV pro-
grams.
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Once the student allows a loan to go into default, his or her opportunity to
obtain a deferment is lost, and he or she will not be able to receive any
Federal financial aid until the obligation is discharged, or satisfactory ar-
rangements have been made with the lender or guarantor.

e

PLUS LOANS AND SUPPLEMENTAL LOANS FOR STUDENT (SLS)
INIMIEMMINIZIMIIIV

Loan limits

o PLUS loans are now limited to parent borrowers. A
parent (a person's natural or adoptive mother or father,
or legal guardian) may borrow up to $4,000 per academic
year on behalf of each dependent student, to a maximum
outstanding debt of $20,000 per student. The student's
parents may borrow jointly or separately for the student.
If they borrow separately, the loan limits on behalf of
dependent students apply to the total of both loans, not
to each loan individually. These loan limits do not in-
clude amounts borrowed by the student under GSL or
SLS programs.

o Under SLS a ciraduate or professional student, or an
independent undergraduate student, may borrow up to
$4,000 per academic year to a maximum outstanding
debt of $20,000 in addition to the GSL and PLUS limits.

NOTE: If you determine, after considering the financial
information of the family and the debt burden of the
student, that the student's parents will be unable to bor-
row under the PLUS Program, and will not be able to
provide the expected family contribution (EFC), you may
allow a dependent undergraduate to apply for an SLS.
You must put in writing your reason(s) for making the
decision, and keep the information in the student's file.

In addition to the above limits, no borrower may receive a loan for more
than the student's estimated cost of attendance less estimated financial
assistance.

interest rates

The interest rate on PLUS loans disbursed before October 1, 1981 is 9
percent. The interest rate on PLUS loans disbursed between October 1,
1981 and November 1, 1982 is 14 percent. For loans disbursed between

4 31_
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New variable
interest rate
for PLUS and
SLS

November 1, 1982 and June 30, 1987 the interest rate is 12 percent.
Each PLUS loan is subject to the interest rate in effect when the loan was
made; there is no connection to previous PLUS loans which may have
different interest rates.

SLS and PLUS loans for which the first disbursement is made on or after
July 1, 1987 have a variable interest rate, to be determined on June 1 of
each year according to a prescribed formula, and effective for the follow-
ing award year. The interest rate for July 1, 1987 through June 30, 1988
is 10.27 percent. The interest rate applied to a loan will be the rate in
effect at the time the loan is disbursed; however, at the lender's option, the
borrower's payments may be adjusted to reflect annual adjustments in the
interest rate.

There is no grace period for PLUS or SLS borrowers.

Repayment

For PLUS and SLS borrowers, repayment of interest and principal begins
within 60 days after the loan is disbursed, unless one of the deferment
conditions described below applies. Deferment of these loans is for princi-
pal only; the borrower must pay all interest that accrues on the loan after
disbursement, according to the terms of the repayment schedule. How-
ever, a lender may agree to capitalize the interest (add it to loan principal)
when repayment of the principal begins or resumes. Procedures for
capitalization of interest under different deferments may vary.

Repayment periods for PLUS and SLS loans are generally 5 to 10 years;
periods of authorized deferment or forbearance are not counted in the 5-
to-10- year period. The minimum annual payment of the borrower's total
of GSL, PLUS, and SLS loans is $600.

If, after obtaining a PLUS or SLS, the student borrower or student for
whom the parent borrowed enrolls less than half time, or does not enroll at
all during the period for which the loan was intended, the entire amount is
immediately due the lender.

Deferment for PLUS and SLS

Deferments for SLS borrowers are the same as those for GSL borrowers,
but deferment is for principal only.

-4,[111=3
Before passage of the Higher Education Technical
Amendments Act of 1987, the only deferment available to parent PLUS
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borrowers who borrowed on or after August 15, 1983 was the unemploy-
ment deferment (see following page). The following deferments are now
available to all PLUS borrowers, effective October 17, 1986. Deferments
for PLUS borrowers are for principal only.

to

Deferments of repayment for a PLUS are authorized for:

o Full-time study by the parent borrower at a school partici-
pating in the GSL Program (unless the borrower is not a
U.S. national and is studying at a foreign school).

o Full-time study by the dependent student for whom the
parent borrowed a PLUS at an institution of higher edu-
cation or a vocational school which is operated by an
agency of the Federal Government. (Appendix B is a list
of federally operated schools.)

o Study by the parent borrower in an eligible graduate fel-
lowship program, including a recognized graduate inter-
national fellowship program at a foreign university. The
borrower must already have a bachelor's degree, and
must be a full-time student.

o Study by the parent borrower in a rehabilitation training
program for disabled individuals.

o Full-time study at a participating school by the dependent
student for whom the parent borrowed a PLUS (as long
as the student is still dependent). Deferment is also
permitted for the dependent student's half-time study, if
the student obtained a GSL or SLS for the same enroll-
ment period.

o Study by the dependent student for IA:lom the parent bor-
rowed a PLUS in an eligible graduate fellowship pro-
gram, or in an approved rehabilitation training program
for the disabled (as long as the student is still depend-
ent).

o Up to 3 years during which the parent borrower is tempo-
rarily totally disabled, or during which the parent borrower
is unable to work because he or she is caring for a
spouse or other dependent who is temporarily totally
disabled.

4:33
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"New bor-
rower" defer-
ment--PLUS

o Periods of unemployment totalling up to 2 years, if during
those periods the parent borrower is seeking but unable
to find full-time employment,

In addition, new borrowers may defer repayment during:

o Periods when the parent borrower is in school at least
half time, if the parent borrower has obtained a GSL or
SLS for the same enrollment period.

PLUS and SLS borrowers must follow the same procedures in requesting
a deferment as do GSL borrowers.

Forbearance

Conditions for forbearance of PLUS and SLS loans are the same as those
described in the "Forbearance" section under " GSL Loans."

Cancellation

PLUS and SLS loans may be cancelled as a result of the death or perma-
nent total disability of the borrower, or if the loan is discharged in bank-
ruptcy. If both parents obtained a PLUS loan as co-makers, the applicable
condition must apply to both.

7afault

Conditions for delinquency and default are the same as those for GSL's,
described in the "Default" section under "GSL Loans."

GSL and PLUS/SLSSOME COMPARISONS
AZIMMII!F

The terms and conditions of GSL, PLUS, and SLS loans have undergone
major changes resulting from recent legislative changes in the loan pro-
grams. Some of the changes, such as loan limits, and some deferment
conditions, affect all these loansGSL, PLUS, and SLSregardless of
when the loan was made. However, changes in interest rates and in most
deferment conditions depend on 1) whether the borrower has previous
loans outstanding, and 2) when the loan was made.

When examining these changes, you should keep in mind the difference
between the two types of guaranteed loans: GSL, and PLUS/SLS.

GSL loans are "linked" in terms of interest rates and, generally, deferment
conditions as long as the borroverT has outstanding loans. Many students

ti
GSL,PLUS,SLS 9-20



using GSL loans to help pay for their school expenses will continue to take
out new loans before beginning to repay previous ones, and those loans
will be "linked": each subsequent loan will be subject to certain terms and
conditions of the initial loan, as illustrated below.

GSL LOANS

Jim got his first GSL in 1983, an 8% loan with deferments such as in-
school, while on active duty in the Army, unemployment, etc.

Each year he was in school, he
got another GSL, and, since he hadn't
paid off the previous loans,

the loans are linked--the same terms and conditions, for the most part, apply to all of
them. When Jim graduated, he got a good job, and paid off all his loans. Then, he
decided to go to graduate school, and again was able to qualify for a GSL. This loan,
however, was not linked to the previous loans, because he'd paid them off. His new

loan, made in 1988, has new provisions--a different interest
rate (8% for the first 4 years, and then 10%) and some
additional deferments. However, because of the "new bor-
rower" definition in the 1986 Amendments, Jim won't get the
new provisions unless he's also paid off any SLS or PLUS
loans he may have.

For PLUS and SLS loans, however, there is no such linkageeach loan is
subject to the terms and conditions in effect when that loan was made,
regardless of whether the borrower has other PLUS or SLS loans out-
standing. The following illustration depicts some of the differences be-
tween these loans and GSL's.

PLUS AND SLS LOANS

1988
Susan, an independent under-

graduate student, gotM 7-4 SLS loans in 1986,01 "
1987, and 1988. The

terms and conditions for these loans are those in effect when each loan was
made--they are not linked in terms of interest rates, grace periods, or deferment
conditions. However, because of the 1986 Amendments, Susan's 1988 SLS will
not be subject to the "new borrower" deferment conditions unless she's paid off
any previous SLS loans. (If Susan had qualified for a GSL while a dependent
student, that loan would have to be paid off also.)
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The following additional differences between GSL, PLUS, and SLS loans
should be noted:

Family Contribution

A GSL applicant must have his or her family contribution (as determined
by an approved need analysis system), plus other estimated student aid
awarded, subtracted from the cost of attendance at his cr her school. If

the student's remaining need is less than the GSL maximum, the student's
GSL cannot exceed that lesser amount.

In contrast, income and family contribution art, ifot corsidered when deter-
mining the amount of a PLUS or SLS, although other estimated student
aid awarded is. As with all Title IV programs, the PLUS or SLS, added to
other student aid, cannot exceed the cost of attendance.

Insurance premiums and origination fees

A guarantee agency may charge lenders the same insurance premium
rates for PLUS and SLS loans as for GSL's. However, GSL borrowers
pay a loan origination fee; there is no origination fee for a PLUS, SLS, or a
Consolidation Loan.

li -0 ,± . ,
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THE LOAN APPLICATION PROCESS

A student may obtain a GSL application from a guarantee agency, a
lender, or a school that participates in the GSL Program. While applica-
tions will vary somewhat, a typical application will contain three sections:
one to be filled out by the student, one to be filled out by the school, and
one to be filled cut by the lender. PLUS and SLS borrowers will fill out a
different form, requesting similar information. Information common to all
applications is discussed below.

The borrower is responsible for filling out:

o the student portion of the loan application
o the Promissory Note

The Promissory Note is a legal document obligating the student to repay
the loan. It may be part of the application or executed separately, after the
application has been processed. The borrower's rights and responsibili-
ties will be stated on the Promissory Note, or on other documents the
borrower receives when the loan is made.

THE STUDENTS PORTION

In addition to basic information such as name, a,ddlas., and Social Secu-
rity Number, questions on the student's portioeofthe Oplication will seek
information concerning the student's citizenship, slatusind enrollment
status. The student will be asked about-4, y 00UbatiOr5 loans outstanding,
and whether he or she has ever de,dted*a student loan. The student
will be required to sign a statement certlfi9,it ig,a1 he or she does not owe
a refund on a Pell Grant, SupplementakEdOational Opportunity Grant
(SEOG), or State Student Indentive'GraOtiand is not in default on a GSL,
SLS, PLUS, Income Co tre4fgent Loan 1CL), or Perkins Loan received to
attend any school. T e student mys sign a statement of registration
status, indicating tha e or she, as registered with the Selective Service,
if required to do so. Th 4tu edit also will be required to sign a statement

incertifying that the, ormatt n provided on the application is correct and
that any fundkre'COOd'Will be used only for study at the school listed on
the applicatiori.14e student must indicate a'ohoice of lender on the appli-
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School
determines
eligibility

Dependency
status--see
Chapter 2

AFGI

I cation. After filling out the student's portion of the application and signing
it as indicated, the student should submit the application and the Promis-

sory Note (if the Note is part of the application) to the financial aid office.

THE SCHOOL'S PORTION

You are responsible for determining the student's cost of attendance and

estimated financial aid. You're expected to confirm the student's depend-

ency status, Social Security Number, and adjusted gross family income.
Thus the school, and not the lender, determines the student's eligibility for

a GSL. (An eligible foreign school is also responsible for this analysis,
unless it delegates that responsibility to the appropriate guarantee agency

or to a consultant.)

You must determine whether the student previous., Ittended another

b,ligible institution and, if so, you must request a financial aid transcript for

the student. You may certify the loan application before receipt of the

student's financial aid transcript, but you may not releast-- loan proceeds to

the student until the transcript is received. (In

the case of a PLUS, you may not certify the 41111E=
application until the financial aid transcript is
received.)

Questions on the school's portion of the application will determine the

following:

Dependency status

In order to determine the sources of income available to a student, you

must establish his or her dependency status. The Higher Education
Amendments of 1986 revised the definition of an independent student.
The new definition, clarified by the Technical Amendments of 1987, ap-

plies to GSL, SLS, and PLUS loans for periods of enrollment beginning on

or after January 1, 1987, and is effective for Pell Grant and campus-based
programs beginning with the 1987-88 award year.

For more information on dependency status, see Chapter 2.

Adjusted gross family income

For a dependent student, adjusted gross family income means the ad-

justed gross income reported on the appropriate Federal income tax return

of the student, his or her spouse (if any), and the student's parents. For

an independent student, you consider only the income of student and
spouse.
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The period for which income must be determined is the calendar year
preceding the period of enrollment for which the loan is intended. For
example, if the loan is sought for the academic year July 1, 1988 through
June 30, 1989, you must determine the adjusted gross family income for
calendar year 1987.

Cost of attendance

In order to determine how much a family should be expected to contribute
toward the student's educational costs, you must provide an estimate of
the cost of attendance at your school.

For GSL, SLS, and PLUS programs (and for campus-based programs) the
cost of attendance includes

o tuition and fees, including costs for rental or purchase of
equipment or supplies required for the particular course
of study

o the insurance premium and origination fee on the loan (if
applicable)

o an allowance for books, supplies, transportation, and
miscellaneous personal expenses (these expenses may
not include purchase of a car)

o an allowance for room and board costs during periods of
enrollment, consisting of: 1) not less than $1,500 for a
student without dependents who is living at home with
parents, 2) a standard allowance for students without
dependents living in institutionally owned or operated
housing, based on the school's normal room and board
costs for most students, and 3) for all other students, an
allowance of not less than $2,500, based on reasonable
expenses for room and board

o for correspondence study programs, tuition Sand fees
only, and if required for residential training, books and
supplies, travel, and room and board during the residen-
tial training period

o reasonable costs associated with a formal program of
study abroad, if foreign study is part of the student's
academic program
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CM deter-
mines GSL
eligibility

o for a student with one or more dependents,* an allow-
ance based on reasonable expenses for those depend-
ents, based on their ages

o for a handicapped student, an allowance for those ex-
penses (including transportation expenses) related to his
or her handicap which are not provided by other assisting
agencies

o for a student receiving instruction through telecommuni-
cations technology, the cost of attendance may not
include rental or purchase of telecommunications equip-
ment

* the term "dependent" can include elderly or disabled
adults (including the student's spouse) as well as chil-
dren

Note that the cost of attendance for less than half-time students is not
included here, since it applies only to Pell Grant and campus-based pro-
grams.

Cost of attendance requirements as a result of the 1986 Amendments are
described in detail in Chapter 2 and Chapter 5, and in the Guide to
Changes for the 1988-89 Title IV Delivery System (Dear Colleague letter
of January 1988, GEN-88-7).

Expected family contribution

In the past, the family contribution was not considered in determining a
student's eligibility for a GSL if adjusted gross family income was $30,000
or less. The Higher Education Amendments of 1986 require that a deter-
mination of expected family contribution (EFC) be made for all GSL appli-
cants.

Previously, an approved need analysis system such as the Uniform Meth-
odology was used to determine the family contribution (FC) for GSL
applicants. Beginning with the 1988-89 award year, you must use a single
need analysis system, the Congressional Methodology (CM), to determine
eligibility for campus-based and GSL programs. For detailed information
on the CM and the FC, see The Congressional Methodology,1988-89.
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In general, when calculating a student's GSL for summer school, you
should use the FC for the upcoming academic year instead of the FC for
the academic year that is coming to a closeon the presumption that the
upcoming year FC provides a more recent, and thus more accurate,
picture of the student's financial strength. The FC can, of course, be ad-
justed if circumstances warrant; however, the adjustment must be docu-
mented in the student's file.

Note that, beginning with the 1985-86 award year, the income realized
from the proceeds of the sale of farm or business assets (capital gain) is
excluded from the family income of a student in calculating that student's
FC under the GSL Program, if the sale results from a voluntary or involun-
tary foreclosure, forfeiture, or bankruptcy. Beginning with the 1987-88
award year, instructions concerning these exclusions of income will be
provided on the Federal application and on all multiple data entry forms.
For more information on this capital gain exclusion see the The Congres-
sional Methodology, 1988-89.

Calculation of an expected family contribution is not required of any PLUS
or SLS borrower. However, loans made to a student under SLS, or on
behalf of a student under PLUS, can be used to offset part or all of the
student's EFC for GSL and other need-based Title IV programs.

Estimated financial assistance

In determining the amount of GSL loan eligibility, you must subtract from
the cost of attendance both the expected family contribution and the
estimated financial assistance for the loan period in question. (For SLS
and PLUS, you subtract only the estimated financial assistance from the
cost of attendance, since an EFC is not required.) In estimating financial
assistance, you must consider State aid, scholarships and other awards,
and any other Federal financial aid for which -the student is-eligible. (See
The Congressional Methodology, 1988-C the Guide to Changes for the
1988-89 Title IV Delivery System (Dear Colleague letter GEN-88-7), and
the GSL Regulations for more detail on estimated financial assistance.

If a school certifies a loan based on estimated financial assistance at the
time of application and the student later receives additional aid, the school
is not held responsible for the excess loan amount.
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The following illustration summarizes GSL eligibility determination:

COST OF
ATTENDANCE

ESTIMATED
FINANCIAL
ASSISTANCE
(includes Pell,
SEOG, other
campus-based
aid, and non-
Federal aid, such
as scholarships)

S EXPECTED NEED
FAMILY = FOR

CONTRIBUTION GSL

(PLUS, SLS, and
State-sponsored or
private loan programs
can be: used to offset
part or all of EFC)

GSL loans
cannot
exceed need

Quick Pell
ineligibility
determina-
tion

If a student is receiving veterans' educational benefits, the portion of those
benefits that is not included in the FC must be considered as estimated
financial assistance in determining GSL loan eligibility. In the case of an
SLS or PLUS (for which no FC is required), the entire amount of those
benefits must be counted as estimated financial assistance.

Formerly, a student whose unmet need was $500-$999 could receive a
GSL with Federal interest benefits for a loan up to $1,000, subject to the
lender's approval, even if that amount exceeded the student's loan eligibil-
ity. Now, students may not receive an interest-subsidized loan in excess
of their need; this means, for example, that a student whose unmet need
is $600 may apply, and be certified for, a GSL with Federal interest bene-
-fits for no more than $600.

Before certifying a GSL application, you must determine whether under-
graduate applicants are eligible for a Pell Grant if your school participates
in the Pell Grant Program.

You may assume a student will not receive a Pell Grant if:

o he or she has a student aid report (SAR) showing a stu-
dent aid index (SAI) of 2,000 or higher

o according to a hand calculation, using a worksheet or
using a desk-top calculator programmed to produce an
accurate SAI, the student's SAI exceeds the Pell eligibil-
ity cutoff (2,000) by more than 200 points. If this calcula-
tion produces an SAI that is within 200 points of the
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eligibility cutoff, the student must confirm that by filing a
Federal application or one of the Multiple Data Entry
(MDE) applicationsthe Financial Aid Form (FAF), the
Family Financial Statement (FFS), the Student Aid Appli-
cation for California (SAAC), the Illinois Application for
Federal for Federal and State Student Aid (AFSSA), or
the Pennsylvania Higher Education Assistance Agency
(PHEAA) form.

In all cases, the SAI estimate generated by any of the
MDE processors :fisted above can be used to determine
Pell ineligibility, even if the estimated SAI is less than 200
points above the eligibility cutoff.

Due to changes in the Pell Grant formula for 1988-89, the option of using
a chart to quickly determine Pell ineligibility (similar to those produced in
1986-87 and in 1987-88) is no longer possible.

A student will receive a Pell Grant if he or she has a SAR showing an SAI
of 2,000 or less. If a student has applied, but has not yet received an SAI,
you can make a preliminary determination of eligibility based on a hand
calculation showing that the student's SAI will be 2,000 or less. A first dis-
bursement of the loan proceeds may be made based on this preliminary
determination, but the calculation must be confirmed by the actual SAl
before the second disbursement can be made.

If the student is eligible to receive a Pell Grant, the amount for which the
student is eligible must be included in the estimated financial assistance in
determining the GSL loan amount, whether or not he or she actually
applies for and accepts the Grant. The Pell eligibility determination re-
quirement_does_not_apply to_applicants.for PLUS .or SLS loans.

In summary, a school may not certify a GSL, PLUS, or SLS loan applica-
tion until the following requirements are met:

o the student's dependency status, enrollment status, and satis-
factory progress have been established Require-

ments foro a student (or the student and parent in the case of a certification
parent PLUS loan) certifies that he or she is not in default
on a Perkins Loan, GSL, PLUS, Income Contingent
Loan, or Consolidation Loan made for attendance at any
institution, and does not owe a refund on any Title IV
grant or scholarship program received for attendance at
any institution. Financial aid transcripts for students who
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Loan
rehabilitation

indicate previous attendance at another eligible school
are required as part of this certification. (See Chapter 2
for more information on financial aid transcripts.)

o a determination of Pell eligibility is made (for GSL appli-
cants)

o the school reviews its academic and financial aid rec-
ords, verifies the information certified by the borrower
(and the student, in the case of a PLUS) concerning
previous loans or grants, and determines that the total
loan or loans certified for that period of enrollment will not
exceed annual or maximum loan limits and (1) for GSL,
the student's financial need as determined by an ap-
proved need analysis system; (2) for PLUS and/or SLS,
the student's cost of attendance and estimated financial
assistance. Students who in any academic year borrow
more than the annual or aggregate maximum loan limits
for which they are eligible under GSL, SLS, or Perkins
Loan programs will lose their eligibility for further Title IV
assistance for that academic year.

o conflicting information with regard to verification require-
ments is satisfactorily resolved (See the "Verification
Requirements" section under "Additional Requirements
and Responsibilities of Schools.")

o the school can provide documentation of the student's
statement of registration status.

You should be aware of the responsibility incurred in certifying the loan
application. If you incorrectly certify that an ineligible student is eligible,
your school will be responsible for purchasing the loan incorrectly made,
and for reirribursing-the-Department-cf-Education_for all interest and spe-
cial allowance paid on behalf of the borrower. if you certify that a student
is eligible fci a larger loan than he or she is entitled to, your school will be
responsible for reimbursing the lender for the difference between the loan
amount certified and the loan amount to which the student is entitled.
Your school must also reimburse the Department for the excess interest
and special allowance payments made on the incorrect loan amount.
(See GSL regulations, Section 682.609, for more information on remedial
actions.)

If the student or parent borrower has made satisfactory arrangements to
repay the debt owed on a loan or grant, and provides the school with a
statement to that effect from the appropriate guarantor in the case of a
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GSL, SLS, or PLUS, or from the school owed in the case of a grant, ICL or
Perkins Loan, the applicant would be eligible for a GSL, PLUS, or SLS.

AFor defaulted Federally Insured Student Loans (FISL) or for Perkins Loans
that have been assigned or referred to the Department of Education for
collection, the Department considers "satisfactory arrangements to repay"
to be three recent consecutive monthly payments in an amount large
enough to ensure total repayment of the debt within three years. If the
debtor can produce three recent cancelled checks, made out to the De-
partment of Education in amounts large enough to pay off any outstanding
balance within three years, you may consider those checks proof of "satis-
factory arrangements to repay."

The Higher Education Amendments of 1986 and the Technical Amend-
ments of 1987 require establishment of a pilot program to test the feasibil-
ity of rehabilitating defaulted GSL loans. The program will be tested by
nine guarantee agencies over a 3-year period. For more information on
the loan rehabilitation pilot program, contact the guarantee agency in your
State.

If a loan obligation has been discharged in bankruptcy, it is no longer
considered to be in default. If the applicant can find a lender willing to
make a loan, the student is eligible for additional aid.

If a GSL applicant has been selected for verification, you have two op-
tions. You may either:

o refuse to certify the GSL application until verification is
completed or

o certify the application, if there is no informat;on which
conflicts with that provided by the applicant, but you may
not release GSL loan proceeds to the applicant until
verification is completed.

If you certify aloan application_and receive GSL loan proceeds which,
upon completion of verification, are found to exceed the student's need for
the loan, you can process the loan proceeds if the excess funds can be
eliminated in subsequent disbursements of the loan. Another alternative
is to reduce subsequent campus-based aid the student was scheduled to
receive during the enrollment period. You should ask the student if he or
she prefers to have the GSL or the campus-based aid reduced. If you're
unable to adjust campus-based aid, you would then notify the lender to
reduce subsequent disbursements for the remainder of that period of
instruction. However, if the excess funds cannot be eliminated in subse-
quent loan disbursements, the institution must return the loan proceeds to
the lender.
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If the school has received GSL loan proceeds for a student, funds must be
returned to the lender if the verification process is not completed within 45
days of receipt of the loan proceeds. See the section "Verification Re-
quirements" under "Additional Requirements and Responsibilities of
Schools" for more information on verification requirements.

After completing the school's portion of the application, you certify that the
information you have provided is correct, and
that the information provided by the student
and/or parent (if the loan is a PLUS) is accu-
rate to the best of your knowledge. Keep one
copy of the application on file. The student (or
the school on behalf of the student) sends the
other copies of the application to the lender
along with the Promissory Note, if included.

THE LENDER'S PORTION

The lender reviews the GSL application, and completes the Promissory
Note and the lender portion of the loan application. The lender miry re-
quire an endorser to sign the Promissory Note, if permitted to do so by the
guarantor. The lender must receive approval of the guarantee agency for
a GSL loan to be eligible for payment of Federal interest benefits. A
lender or guarantee agency may not make or guarantee a GSL, PLUS, or
SLS until it reviews its records and finds no indication that the applicant (or
student, if the loan is a PLUS) is in default on a loan under Title IV made
for attendance at any institution. Once guarantee agency approval is
obtained, the lender will send the GSL or SLS loan proceeds (or the first
disbursement of the proceeds) to the school's financial aid office for deliv-
ery to the student, or send the proceeds directly to the student if he or she
is enrolled in a foreign school. For a PLUS, loan
proceeds are sent to the student's parent, and the 4,-A1113=
lender has 30 days to notify the school that the
proceeds have been sent.

The lender or guarantor must also give the borrower a copy of the loan
Disclosure Statement when the first loan disbursement is made. The
Disclosure-Statement will provide the borrower the following information:

o the name and address of the lender
o the amount of the loan
o the interest rate on the loan
o the length of the grace period
o the amount of the insurance premium, the loan origination fee,

and any other charges, and how they are to be paid
o the yearly and cumulative maximum amounts that may be bor-

rowed
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o a statement that information concerning the loan (including the
amount of the loan and the date of disbursement) will be re-
ported to a credit bureau

o when repayment will begin, and when accrued interest must be
paid

o the minimum annual payment required, and minimum and maxi-
mum repayment periods

o an estimate of the monthly payment due the lender, based on
the borrower's cumulative outstanding debt (including the loan
applied for)

o refinancing and consolidation options
o a statement of the borrower's right to prepayment
o a statement of circumstances under which repayment of princi-

pal or interest on the loan may be deferred
o notice of the Department of Defense repayment option (as an

enlistment incentive)
o definition of default (including its consequences)
o effect of the loan on eligibility for other student assistance
o explanation of borrower costs incurred in making or collection of

the loan

The information on the Disclosure Statement will be the most up-to-date
information concerning the loan, and will reflect any changes in laws or
Federal regulations that may have occurred since the Promissory Note
was signed. If there is any conflict of information between the Promissory
Note and the Disclosure Statement, the information on the Disclosure
Statement applies. If the student has questions about the statement, or
wishes to cancel the loan, he or she should contact the lender immediately
and should not endorse the loan payment.
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PAYMENT TO THE STUDENT i

Before each delivery of loan proceeds to the student, the school must
determine whether the student is still eligible for the loan. If the student is
not eligible, the loan proceeds must be returned to the lender.

The lender must give the borrower a copy of the completed Promissory
Note with the first disbursement of loan proceeds. The lender must return
the original Promissory Note to the borrower when the loan is repaid in
full.

If a student has been determined to be independent based on his or her
financial independence as a graduate/professional student, his or her
financial independence as a married person, or his or her self-sufficiency
as a single undergraduate student, the student must provide satisfactory
documentation of his or her independent status before delivery of GSL or
SLS loan proceeds (or ariy other Title IV program funds) may be made.

If a student has received student financial aid while attending another
school, you must request a financial aid transcript from any eligible school
previously attended before you release GSL or SLS loan proceeds to the
student. As explained in the section "The School's Portion" under "The
Loan Application Process," you may certify a borrower's loan application
(except for PLUS) prior to receipt of a financial aid transcript. If you can't
get a financial aid transcript for the student (or information indicating that
no Title IV assistance was received) because:

1) the previous school(s) provides you written notification
that its records don't extend back far enough to include
this student's records,

2) the school cannot provide a transcript because the
school has closed and financial aid information for the
student is not available, or

3) the previous school(s) attended was a foreign school,

you may release the loan proceeds to the student.
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disburse-
ment

Handling
overawards

You may not release funds to the student if information provided by any
school he or she previously attended indicates that the student is in de-
fault on a GSL, PLUS, SLS, Consolidation Loan, Income Contingent Loan,
NDSL, or Perkins loan, or that the student owes a repayment on a Pell,
SEOG, or SSIG grant. See Chapter 2 for more information on grant
overpayments.

The money borrowed by the student under GSL or SLS Programs must be
sent by the lender to the school in the form of a check or other means
requiring endorsement or other certification by the student. The check
must be made payable to the student or, if required by the guarantee
agency, co-payable to the student and the school. However, if the stu-
dent is attending a school located outside the United States, the check
may be sent to the student. This requirement does not apply to parent
PLUS borrowers.

The school may deliver loan proceeds to a registered student no earlier
than 10 days before the first day of classes for that period of enrollment.
The earliest that a school may credit a registered student's account is 3
weeks before the first day of classes for that enrollment period. The GSL
regulations (Section 682.604) provide detailed instructions for processing
loan proceeds.

You may not hold GSL or SLS loan proceeds for more than 45 days after
receiving them. If all required financial aid transcripts have not been
received by then, you must immediately return the loan proceeds to the
lender.

Lenders must disburse all GSL loans in two or more installments if the
loan is for $1,000 or more for any enrollment period that ends more than 6
months or 180 days after the initial disbursement is scheduled to be made.
If multiple disbursements are required, no disbursement may exceed one
half of the loan amount, and at least one-third of the total enrollment
period covered by the loan must have passed before a second disburse-
ment may be made. However, if necessary a second disbursement may
be made before one-third of the total enrollment period has passed, to
enable the disbursement to coincide with the beginning of the second
semester, quarter, or similar academic period. These disbursement re-
quirements do not apply to PLUS or SLS borrowers, to borrowers with
Consolidation Loans, or to Students attending foreign schools.

As mentioned earlier, in circumstances where the school receives loan
proceeds from a lender and then receives verification information (or any
other information) indicating that the student has been overawarded, you
must ensure that the student receives only the funds to which he or she is
entitled. If the excess award money can be eliminated by reducing subse-
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quent disbursements, you may release the loan proceeds to the student
and notify the lender to adjust the remaining disbursements accordingly. If
the excess funds cannot be eliminated in subsequent disbursements, or
by adjustment to subsequent Title IV aid (other than a Pell Grant), the loan
proceeds must be returned to the lender.

NOTE: Any additional loan proceeds in excess of those necessary to
cover costs of attendance owed by the student, may be held by the school
(for use during the remainder of the academic year) only with the written
authorization of the student. (See GSL regulations, Section
682.604(d)(ii)).

LATE DISBURSEMENT

If the loan proceeds for a student arrive at the school after the end of the
period of enrollment for which the loan was made, the proceeds must be
returned to the lender within 30 days, unless the proceeds come with a
notices from the lender stating that the late disbursement has been ap-
proved by the guarantee agency. Similarly, if the loan proceeds arrive at
the school before the end of the enrollment period, but after the student
has left school or dropped below half-time status, the school must return
the loan proceeds to the lender within 30 days,

When returning a late disbursement to the lender, the school should
include with it a note explaining the circumstances of its return and, if
applicable, information concerning the student's enrollment status or
withdrawal. The note should also include the cost of attendance for the
period in which the student was enrolled. The student should be informed
that the lender, if allowed hy the guarantee agency, may again disburse
funds to the school to cover costs owed the school while the student was
eligible.

If the lender indicates in writing that a late disbursement has been ap-
proved by the guarantor, the school may follow the disbursement proce-
dures described above. For more information on late disbursement, see
the GSL regulations, Sections 682.604(e) and 682.207.
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COUNSELING THE STUDENT

The major shift in emphasis from grants to loans, and increased concernabout student loan defaults, have focused attention on the financial aidadministrator's role as loan counselor. At present, only exit counseling isrequired by law. ideally, counseling should be an ongoing process, begin-ning when students are given their financial aid "package," continuing witheach loan disbursement, and concluding at the exit interview. The Techni-cal Amendments of 1987 have extended still further the school's role indefault prevention by allowing schools, under an agreement with a lender,to contact delinquent borrowers tt influence them to avoid default.

The following illustration suggests the components for an entrance and anexit interview, with a "core" of information points appropriate for both.

ENTRANCE

o Explore all sources
of aid

o Stress constraints
on aid

o Urge students to
read ,and Save all
loan 'documents

o Review requirements
for satisfactory
academic progress

o Remind students to keep
lender informed

o Review loan terms and
conditions

o Describe consequences
of multiple borrowing

o Review student rights
and responsibilities

o Review deferment and
forbearance conditions

EXIT

o Review loan repayment
obligations

o Provide general information
on average indebtedness
of students

o Provide data on average,
anticipated monthly repayment

o Provide information on debt
management strategies

o Counsel on personal financial
planning

Suggestions to guide you in covering the above points are listed below.

ibaltujarigmLdsaar r other forms of financial aid
before applying for a student loan . You should ensure that
other sources of available aid, such as State grant assis-
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Borrower
responsibili-
ties (while :;1
school)

tance, are explored before the student applies for a loan;
otherwise, the money received from a GSL may reduce the
amount which can be obtained from other sources. (Under
the Program Participation Agreement [see Dear Colleague
GEN-87-2] you must provide the student, in addition to State
grant assistance information, a source of information for
programs in the student's home State.) Information on other
loan sources, such as health profession loans, should also
be provided. Students should be cautioned to borrow the
minimum amount necessary to pay for educational ex-
penses.

-I IS ' tn Olt " n

student aid. GSL, PLUS, and SLS loans can only be used
to pay for educational expenses at the school for which the
loan application was made. You should also make cle, to
the student what kinds of expenses are considered "reeinn-
able expenses" for which financial aid can be used.

The student should understand the importance of keeping
the lender informed about changes in his or her status.
.9nroliment. or financial condition . The student or parent
borrower is required to inform
the lender in writing if the 4319=
student:

o fails to enroll in school for the period for which the loan
was intended

o changes schools

o changes enrollment status to less than half-time

o changes his or her name or address (including changes
in the permanent address v hile in school)

o graduates or withdraws from school

o wishes to apply for a deferment

o wishes to request forbearance

o is having difficulty in repaying the loan.
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You should emphasize to students that once they are in
default, there is little that can be negotiated with regard to
repayment. For example, a defaulter is no longer eligible for
any deferment provisions, even if he or she would otherwise
qualify. Defaulters often find that repayment schedules for
loans that have been accelerated are more stringent than
the original repayment schedule.

The student should thoroughly understand the obligations
incurred in makingaloan_. You should advise the student to
read carefully the loan application, the Disclosure State-
ment, the Promissory Note, and the Borrower's Rights and
Responsibilities before signing any of those documents.
Often a student loan is the borrower's first experience in
obtaining a loan of any kind. The obligations with regard to
repayment should be thoroughly studied, and you should
explain that the exact repayment schedule will not be pro-
vided until loan repayment begins. While the Disclosure
Statement and the Promissory Note contain the total dollar
amount of the loan, including interest and fees, they do not
necessarily specify the amount of each payment or the
frequency with which payments will be made.

You should also encourage students to think about what
their income after graduation is likely to be, and how large a
monthly payment they will be able to handle.

The student should understand the consequences of bor-
rowing under more than one education loan program . You
should explain the importance of considering total possible
indebtedness as the result of borrowing under more than
one loan program over a long period of time, e.g. as an
undergraduate and graduate student. The potential mini-
mum aggregate monthly payments should be estimated,
along with repayment liability.

The student should be aware Of refinancing and loan con-
olkatigmaignajahamultathsina The
Higher Education Amendments of 1986 encourage the
refinancing of student loans to facilitate debt management.
A numb of refinancing and consolidation options are
available and are outlined in Dear Colleague letter G-86-97.
The following is a summary of those options:

o Outstanding, fixed rate SLS and PLUS loans made
before July 1, 1987 may be refinanced either to secure
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Suggested
loan records
students
should keep

combined payment, or to obtain the new variable interest
rate (the latter option requires a new loan with a new
Promissory Note and loan Disclosure Statement). If the
lender denies the borrower's request for refinancing, the
borrower may seek refinancing from another lender.

o GSL, FISL, Perkins Loans, PLUS loans to students,
SLS, and Health Professions Student Loan programs
may be consolidated if the student's cumulative loan debt
is at least $5,000; the student is in the grace period or re-
payment period for all loans being considered; the stu-
dent is not over 90 days delinquent on any of the loans
being considered; and the student has no other Consoli-
dation Loan applications pending.

PLUS loans to parents may not be consolidated.

Consolidation Loans have specific interest rate, repayment,
and deferment conditions which will differ from the terms of

the original loans; as with any loans, students will be subject
to the conditions of the Promissory Note signed when the

loan is consolidated.

The student should be encouraged to direct questions con-
cerning loan refinancing and consolidation to his or her
lender(s).

The student should keep a copy of all documents concern-
ing education loans., and any other student aid received .

You should encourage each student to keep a student loan
file containing the following records:

o a copy of the loan application

o a copy of the Promissory Note and the loan Disclosure
Statement

o a record of any loan checks received

o the loan repayment schedule, sent to the borrower when
repayment begins

o a copy of any requests for deferment or forbearance, and
of any other correspondence with the lender.

o a record of payments made by the borrower
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In addition to counseling students about the responsibilities
incurred in making a loan, students should be made aware
of their rights as borrowers. Students have the right to
complete information concerning:

o the yearly and aggregate maximum amounts which may
be borrowed under the various loan programs available
to them

o the terms of the loan itself, including repayment, interest
rate, rights of deferment, cancellation, prepayment, and
consolidation

o the consequences of default

o the effect of accepting a loan with regard to future bor-
rowing

o the school's policy concerning refunds, if the student
withdraws from school.

(A more detailed list of borrower rights and responsibilities is found
in The Student Guide: Five Federal Financial Aid Programs, 88-89,
pp. 43-45.)
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ADDITIONAL REQUIREMENTS AND
RESPONSIBILITIES OF SCHOOLS

REFUND POLICY
710MINMEMESSIIM

Each school must establish a fair and equitable refund poi:ay for making a
refund of unused tuition, fees, and room and board charges to a student
who receives a loan and does not enroll for the academic period for which
the loan was intended; or who does not complete the academic period for
which a loan was made. (The policy of course extends to a parent PLUS
borrower for such a student.) A school's refund policy is fair and equitable
if it conforms to applicable State law and specific refund standards set by
the school's nationally recognized accrediting agency, and is approved by
the U.S. Department of Education. If no such standards exist, the specific
refund standards of another association of institutions of postsecondary
education approved by the Department may hn used, or the school may
use the standards found in Appendix A of th- ..SL regulations, published
on November 10, 1986. if you want to order a copy of the regulations,
see Appendix C for the address to use for ordering regulations and any
other OSFA publications you require.

For refund calculation procedures, see Chapter 2. When the school
makes a refund to the lender, it must notify the student in writing and, if
the borrower is the student's parent, it must also
notify the parent. 40Ille=1
The school must state its refund policy clearly (in writing) and clearly state
the procedure a student must follow to obtain a refund. The school must
provide (in writing) a statement containing its refund policy to a prospec-
tive student prior to the student's acceptance for initial enrollment. The
school must also make its refund policy known to currently enrolled stu-
dents. If the policy changes, the school must inform all students of the
change. Refunds of the proceeds of a GSL, SLS, or PLUS loan must be
made to the lender within 30 days of the school's determination that a
student has withdrawn from school. All refunds must be sent directly to
the lenderthey must not be given to the student or parent.
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Loan records
requirements

PROVIDING INFORMATION TO LENDERS

Schools are required to promptly inform the lender or the guarantee
agency of any change in the borrower's permanent address, or any other
change in student status that would affect the student's loan eligibility.

To promote loan repayment, schools now may make an agreement to
provide the holders of delinquent loans made to current or former students
with information about the delinquent borrower's location or employment,
and may try to contact the borrower and counsel him or her to avoid de-
fault.

RECORDKEEPING, AUDITS, AND REPORTS

A school must ma!ntain student loan records containing:

o the name of the borrower and a copy of the loan applica-
tion

o if the PLUS borrower is a parent, the name of the student
on whose behalf the loan was made

o the name of the lender (and address)

o the amount of the loan and the period for which the loan
was intended

o the data used to construct an individual student budget or
the school's itemized standard budget used in calculating
the student's estimated cost of attendance

o the amount of the student's tuition and fees for that
period, the date the student paid the tuition and fees, and
the date the loan check was received and disbursed to
the student

o for GSL, the data used to determine the student's Ad-
justed Gross Family Income and Expected Family Contri-
bution.

For GSL and SLS, loan records must also contain:

o the date the school received each loan disbursement and
the amount of the disbursement
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o the date the loan check was endorsed by the school

o the date(s) of transmittal of loan proceeds to the student

o a record of the student's job placement, if known

Each school must establish a fiscal and administrative recordkeeping
system, which may be maintained in computer or microfilm form. If a
school is a lender and the holder of a promissory note, it must also retain
the original note, to be returned to the borrower upon completion of repay-
ment. A school must have an audit performed at least once every two
years, covering the period of time since the previous audit. A school must
agree to allow the U.S. Department of Education or a guarantee agency to
audit school records periodically to determine compliance with Office of
Student Financial Assistance regulations. Finally, each school must agree
to comply with various reporting requirements as defined by the U.S.
Department of Education. This includes the timely completion of a Stu-
dent Confirmation Report received from the Department or from a guaran-
tee agency.

For GSL, PLUS and SLS loans, you must keep all required records of
each student who graduates, withdraws, or fails to enroll at least half time
for 5 years following the last date of the period for which the loan was
intended. You also must keep copies of reports and other forms related to
GSL, PLUS, and SLS loans for 5 years after their completion. In the event
of the closure, termination, suspension, or change of ownership of a
participating school, that school or its successor must not only make
provision for the retention of these records but must allow for access to
the records by designated Federal officials for purposes of audit and
examination.

Under Section 682.610 of the GSL regulations, all participating institutions
must allow access to their records to the Department of Education or a
guarantee agency in order to verify the accuracy of reports and compli-
ance with applicable regulations.

The GSL and PLUS Programs are included in a combined audit guide for
the NDSL, SEOG, GINS, and Pell Grant Programs, which was issued in
spr:ig 1984. S98 the Audit Guide: Student Financial Assistance
Programs. (If you wish to order a copy of this Guide, see Appendix C for
the address to use.) Following are some of the requirements subject to
audit:

o The institution must determine student eligibility. If the
PLUS borrower is a parent, you must also determine
whether the parent is eligible to borrow on behalf of an
eligible dependent student.

. 458

Require-
ments
subject to
audit

GSL,PLUS,SLS 9-47



Revised audit
guideeffec-
tive June
1988

o The institution is responsible for completing portions of
the loan application regarding student eligibility, the
student's estimated cost of attendance, the student's
estimated financial assistance, and, if applicable, the
expected family contribution.

o The institution riust follow prescribed procedures in 'the
GSL regulations, Sections 682.604 and 682.606, for
handling loan proceedswhich vary depending on
whether the student does or does not enroll, and whether
the proceeds are payable to the student only, or jointly to
the student and the institution.

o When an institution becomes aware that: (1) a student
with a deferment no longer meets the conditions for an
in-school deferment, (2) a student who received a loan or
for whom a PLUS loan was received failed to enroll at
least half time for the period for which the loan was
intended or was otherwise ineligible for the loan, or (3) a
student's permanent address has changed, the informa-
tion must immediately be reported to the lender or the
guarantee agency.

o The institution must submit Student Confirmation Reports
periodically.

o The institution should report a change in a student's en-
rollment status directly to the lender or guarantee agency
if a student has graduated, withdrawn, or ceased to be
enrolled at least half time and (1) the change is one
which wouia normally be reported on a Student Confir-
mation Report and (2) the school does not expect to
submit its next Student Confirmation Report to the Secre-
tary (or guarantee agency) within the next 60 days.

A revised audit guide for student financial assistance programs will be
issued in May 1988, and will be effective for audit periods ending on or
after June 30, 1988. The revised audit guide will include, in addition to the
requirements listed above, new audit requirements covering a schools
refund policy.

4
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In order to comply with changes in the Program Participation Agreement
made as a result of the Higher Education Amendments of 1986, each
school is required to:

o Provide students with recent data on employment and
graduation statistics when advertising job placement
rates

o Inform enrolled eligible borrowers of the availability of
State grant assistance from the State in which the school
is located, and a source of information for programs in
the home State of the eligibe borrower

o Certify the availability of a drug abuse prevention pro-
gram for officers, employees, and students of the school.

The new Agreement also prohibits schools from charging students fees for
processing appkations or data required to determine eligibility for Title IV
assistance, and prohibits the certification of loans in excess of the
student's eligibility. Your school should have received a copy of Dear
Colleague lets!' GEN-87-2 (January 1987), which provides information
about the new Program Participation Agreement and instructions for its
execution.

VERIFICATION REQUIREMENTS

Verification requirements for the Pell Grant Program were extended to all
Title IV programs (except the PLUS Program) in March 1986. The Guide
to Changes for the 1988-89 Title IV Delivery System (Dear Colleague
letter GEN-88-7) provides detailed information on verification procedures
for the 1988-89 award year. See also the 1988-89 Verification Guide, to
be published in spring 1988.

The items to be verified on a student's GSL application are:

o adjusted gross income for the base year

o U.S. income tax paid for the base year

o number of family members in the household for the mar-
ried independent applicant and his or her spouse if
household size is greater than two, or number of family
members in the household of the dependent student's
married parents if household size is greater than three.
These items must be verified only if more than 90 days
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have elapsed between the date the application was
signed and the date the applicant submits a SAR to the
institution, or the date the institution received an output
document from an approved need analysis system.

o number of family members attending postsecondary edu-
cational institutions as at least half-time students if
greater than one

o certain untaxed income and benefits for the base year.

Foreign schools participating in the GSL Program are exempt from verifi-
cation requirements.

CONSUMER INFORMATION
MIIMMEIBIEW

Chapter 2 covers the school's requirements for providing consumer
information to students and prospective students.

PROHIBITION OF USE OF COMMISSIONED SALESPERSONS

An eligible school may not employ or use commissioned salespersons to
promote the availability of loans. A "commissioned salesperson" is any
person who receives compensation that is related to, or calculated on the
basis of, student applications, enrollments, or acceptances. "Promote the
availability" means providing prospective or enrolled students with applica-
tions, names of lenders, or other information designed to encourage
students to apply for a GSL, PLUS, or SLS. This term does not prohl-it
the provision of general financial aid information to prospective or enrolled
students.
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e Appendix A

GUARANTEE AGENCIES

ALABAMA
Alabama Commission on
Higher Education
1 Court Square, Suite 221
Montgomery, Alabama
36197-0001
(205) 269-2700

ALASKA
Alaska Commission on
Postsecondary Education
400 Willoughby Avenue
Box FP
Juneau, Alaska 99811
(907) 465-2854

ARIZONA
Arizona Educational0 Loan Projram
2600 North Central
Avenue, Suite 621
Phoenix, Arizona 85004
(800) 352-3033 (AZ
students only)
(602) 252-5793

ARKANSAS
Student Loan
Guarantee Foundation
of Arkansas
219 South Victory
Little Rock, Arkansas
72201-1884
(501) 372.1491
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CALIFORNIA

California Student Aid
Commission
P.O. Box 945625
Sacramento, California
94245-0625
(916) 323-0435

COLORADO
Colorado Guaranteed
Student Loan Program
11990 Grant, Suite 500
North Glenn, Colorado
80233
(303) 450-9333

CONNECTICUT
Connecticut Student
Loan Foundation
25 Pratt Street
Hartford, Connecticut
06103
(203) 547-1510

DELAWARE
Delaware Higher
Education Loan Program
Carvel State Office
Building
820 North French Street
4th Floor
Wilmington, Delaware
19801
(302) 571-6055
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DISTRICT OF
COLUMBIA
Higher Education
Loan Program of
Washington, D.C.
1023 15th St., N.W.
10th Floor
Suite 1000
Washington, D.C. 20005
(202) 289-4500

FLORIDA
Office of Student
Financial Assistance
Department of Education
Knott Building
Tallahassee, Florida 32399
(904) 488-8093

GEORGIA
Georgia Student
Finance Commission
2087 East Exchange Place
Suite 200
Tucker, Georgia 30084
(404) 493-5468

HAWAII
Hawaii Education
Loan Program
P.O. Box 22187
Honolulu, Hawaii
96822-0187
(808) 536-3731

IDAHO
Student Loan Fund of Idaho, Inc.
Processing Center
P.O. Box 730
Fruitland, Idaho 83619
(208) 452-4058
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ILLINOIS
Illinois State Scholarship
Commission
106 Wilmot Road
Deerfield, Illinois 60015
(312) 948-8550

INDIL.NA
State Student Assistance
Commission of Indiana
964 North Pennsylvania
Street
Indianapolis, Indiana
46204
(317) 232-2366

IOWA
Iowa College Aid
Commission
201 Jewett Building
9th ana Grand Avenue
Des Moines, Iowa 50309
(515) 281-4890

KANSAS
Higher Education
Assistance Foundation
6800 College Blvd.
Suite 600
Overland Park, Kansas
66211-1532
(913) 345-1300

KENTUCKY
Kentucky Higher
Education Assistance
Authority
1060 U.S. 127 South
Frankfort, Kentucky
40601
(502) 564-7990
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LOUISIANA
Governor's Special
Commission on Education
Services
P.O. Box 44127
Capitol Station
Baton Rouge, Louisiana
70804
(504) 342-9415

MAINE
Maine Department of
Educational and Cultural
Services
Division of Higher
Education Services
State House Station 119
Augusta, Maine 0433:3
(207) 289-2183

MARYLAND
Maryland
Higher Education
Loan Corporation
2100 Guilford Avenue
Room 305
Baltimore, Maryland 21218
(301) 333-6555

MASSACHUSETTS
Massachusetts
Higher Education
Assistance Corporation
Berkeley Place
330 Stuart Street
Boston, Massachusetts
02116
(617) 426-9434

e

MICHIGAN
Michigan
Department of Education
Guaranteed Student Loan
Program
Box 30047
Lansing, Michigan 48909
(517) 373-0760

MINNESOTA
Higher Education
Assistance Foundation
85 East 7th Street
Suite 500
St. Paul, Minnesota 55101
(612) 227-7661

MISSISSIPPI
Mississippi Guarantee
Student Loan Agency
3825 Ridgewood Road
P.O. Box 342
Jackson, Mississippi
39205-0342
(601) 982-6663

MISSOURI
Coordinating Board for
Higher Education
P.O. Box 1438
Jefferson City, Missouri
65102
(314) 751-3940

MONTANA
Montana University ;.. lstem
33 South Last Chance Gulch
Helena, Montana 59620-3104
(406) 444-6594
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NEBRASKA
Higher Education Assistance
Foundation
Cornhusker Bank Building
11th and Cornhusker Highway
Suite 304
Lincoln, Nebraska 68521

Nebraska Student Loan
Program, Inc. (NSLP)
( information on GSL's)
P.O. Box 6961
Lincoln, Nebraska 68506-0961
(402) 476-9129

Nebraska Higher Education Loan
Program, Inc. (NEBHELP)
(information on PLUS, SLS,
consolidation loans, or refinancing)
P.O. Box 6535
Lincoln, Nebraska 68506-0535
Within Nebraska 1-(800) 742-0091
Out of State 1-(800) 443-8091

NEVADA
NGSLP Nevada
State Department of
Education
400 West King Street
Capitol Complex
Carson City, Nevada 89710
(702) 885-5914

NEW HAMPSHIRE
New Hampshire
Higher Education
Assistance Foundation
P.O. Box 877
Concord, New Hampshire
03302
(603) 225-6612
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NEW JERSEY
New Jersey Higher
Education Assistance
Authority
C.N. 543
Trenton, New Jersey 08625
(609) 588-3200

NEW MEXICO
New Mexico
Educational Assistance
Foundation
P.O. Box 27020
Albuquerque, New Mexico
87125-7020
(505) 345-3371

NEW YORK
New York State Higher
Education Services
Corporation
99 Washington Avenue
Albany, New York 12255
(518) 473-1574

NORTH CAROLINA
North Carolina State
Education Assistance
Authority
P.O. Box 2688
Chapel Hill, North Carolina
27515-2688
(919) 549-8614

NORTH DAKOTA
Bank of North Dakota
Student Loan Department
P.O. Box No. 5509
Bismarck, North Dakota
58502-5509
(701) 224-5600
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OHIO
Ohio Student Loan
Commission
P.O; 13ox 16610
Columbus, Of lio
43266-0610
(614) 466-3091

OKLAHOMA
Oklahoma State Regents
for Higher Education
500 Education Building
State Capitol Complex
Oklahoma City, Oklahoma
73105
(405) 521-8262

OREGON
Oregon State
Scholarship Commission
1445 Willamette Street
Eugene, Oregon 97401
1-(800) 452-8807
(within Oregon)
(503) 686-3200

PENNSYLVANIA
Pennsylvania Higher
Education Assistance
Agency
660 Boas Street
Harrisburg, Pennsylvania
17102
1-(800) 692-7392

RHODE ISLAND
Rhode Island Higher
Education Assistance
Authority
560 Jefferson Boulevard
Warwick, Rhode Island
02886
(401) 277-2050
Out of State Toll Free-
1-(800) 922-9855

SOUTH CAROLINA
South Carolina
Student Loan
Corporation
Interstate Center, Suite 210
P.O. Box 21487
Columbia, South Carolina
29221
(803) 798-0916

SOUTH DAKOTA
Education
Assistance Corporation
115 First Avenue, S.W.
Aberdeen, South Dakota
57401
(605) 225-6423

TENNESSEE
Tennessee Student
Assistance Corporation
400 James Robertson Parkway
Suite 1950, Parkway Tower
Nashville, Tennessee
37219-5097
[within TN-
1-(800) 342-1663]
(615) 741-1346

TEXAS
Texas Guaranteed Student
Loan Corporation
P.O. Box 15996
Austin, Texas 78761
(512) 835-1900

UTAH
Loan Servicing Corp.
of Utah
P.O. Box 30802
Salt Lake City, Utah
84130-0802
(801) 363-9151
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VERMONT
Vermont Student
Assistance Corporation
Champlain Mill
P.O. Box 2000
Winooski, Vermont
05404-2000
[within VT-
1-(800) 642-3177]
(802) 655-9602

VIRGINIA
State Education
Assistance Authority
6 North Sixth Street
Suite 300
Richmond, Virginia 23219
(804) 786-2035

WASHINGTON
Washington Student
Loan Guaranty
Association
500 Colman Building
811 First Avenue
Seattle, Washington 98104
(206) 625-1030

WEST VIRGINIA
Higher Education
Assistance Foundation
Higher Education
Loan Program of
West Virginia, Inc.
P.O. Box 591
Charleston, West Virginia
25322
(304) 345-7211

WISCONSIN
Wisconsin Higher
Education Corporation
2401 International Lane
Madison, Wisconsin 53704
(608) 246-1800
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WYOMING
Higher Education
Assistance Foundation
American National Bank
Building
1912 Capitol Ave.
Suite 320
Cheyenne, Wyoming
82001
(307) 635-3259

AMERICAN SAMOA
Pacific Islands
Educational Loan Program
United Student Aid
Funds, Inc.
1314 South King Street
Suite 961
Honolulu, Hawaii 96814
(808) 536-5731

NATIONAL MARIANA
ISLANDS
See American Samoa

FEDERATED STATES
OF MICRONESIA
MARSHALL ISLANDS
REPUBLIC OF PALAU
See American Samoa

VIRGIN ISLANDS
Virgin Islands
Board of Education
P.O. Box 11900
St. Thomas, Virgin Islands
00801
(809) 774-4546
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USAF, INC.
United Student Aid Funds
Processing Center
P.O. Box 50827
Indianapolis, Indiana 46250
(800) 382-4506 (within IN)
(800) 824-7044

GUAM
See American Samoa

PUERTO RICO
Higher Education
Assistance Corporation
P.O. Box 42001
Mini Ilas Station
San Juan, Puerto Rico
00940-2001
(809) 758-3356/3328
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APPENDIX B

FEDERALLY OPERATED SCHOOLS

Community College of the Air ForceMontgomery, Alabama
American Samoa Community CollegeAmerican Samoa
V.A. Hospital School of Medical TechnologyMartinez, California
Naval Postgraduate SchoolMonterey, California
Panama Canal CollegeCanal Zone
United States Air Force AcademyColorado Springs, Colorado
United States Coast Guard AcademyNew London, Connecticut
U.S.A.F. School of Applied Aerospace ScienceChanute Air Force Base, Illinois
V.A. Hospital, YMCA Community College, School of Radio logic TechnologyHines, Illinois
V.A. Hospital School of Anesthesia for Nurse;, -Des Moines, Iowa
United States Army Command and General Staff CollegeFt. Leavenworth, Kansas
United States Naval AcademyAnnapolis, Maryland
Uniformed Services University of the Health SciencesBethesda. Maryland
United States Merchant Marine AcademyKings Point, New York
V.A. Hospital School of Radio logic TechnologyNorthport, New York
United States Military AcademyWest Point, New York
Air Force Institute of TechnologyDayton, Ohio
American College of Puerto RicoPuerto Rico
Anti Man CollegePuerto Rico
Bayamon Central UniversityPuerto Rico
V.A. Center, School of Medical TechnologyWood, Wisconsin
V.A. Center, School of Radio logic TechnologyWood, Wisconsin

Note: This list is not necessarily a complete list of Federally operated postsecondary
schools. There may be others. If other Federally operated schools are identified,
please notify the GSL policy section by calling (202) 732-4242 or by writing to:

GSL Policy
400 Maryland Avenue, S.W.
(Room 4310, ROB-3)
Washing:1n, D.C. 20202
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APPENDIX C

LIST OF REFERENCED OSFA PUBLICATIONS

GEN-86-35 (14.7vember 1986) Initial information on major program changes mandated by
the Higher Education Amendments of 1986 (PL 99-498)

86-G-96 (December 1986) - Letter enclosing copy of GSL and PLUS Program final
1

regulations (34 CFR Parts 682 and 683)contains list of
some of the regulations changed by the Higher Education
Amendments of 1986

G-86-97 (December 1986) r"-ranges Required by the Higher Education Amendments
of 1986 (Reauthorization)

GEN-87-2 (January 1987) Letter concerning continued participation in Federal stu-
dent aid programs (changes in the Program Participation
Agreement required by the Higher Education Amend-
ments of 1986)

0 GEN-87-29 (July 1987) - Major Changes Resulting from the Higher Education
Technical Amendments Act of 1987 (PL 100-50)

GEN-88-7 (January 1988) Guide to Changes forthe 1988-89 Title IV Delivery System

Audit Guide: Student Financial Assistance Programs (Spring 1984) (revised Guide avail-
able May 1988)

The Congressional Methodology, 1988-89

1987-88 Verificatior. Guide (1988-89 when available)

NOTE: If a school has not received one or more of these publications, please contact the
Department's Information Section at the following address:

Development Branch, Division of Training and Dissemination
Office of Student Financial Assistance, OPE
U.S. Department of Education
400 Maryland Avenue, S.W.
(Room 4050, ROB-3)
Washington, D.C. 20202

phone: (202) 732-3154 470
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