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FAMILY CONTRIBUTION SCHED'ULE FOR THE
BASIC EDUCATIONAL OPPORTUNITY GRANT
PROGRAM, 1981

\

THURSDAY, OCTOBER 29, 1981

U.S. SENATE,
SUBCOMMITTEE ON EDUCATION, ART AND HUMANITIES,
CoMMITTEE ON LaBor AND HUMAN RESOURCES,
Washington, D.C.
The subcommittee met, pursuant to notice, in room 4232, Dirk-
sen Senate Office Building, commencing at 2:30 pm., Senator
Robert T. Stafford (chairman of the subcommittee) presiding
Present. Senators Stafford and Pell.

OPENING STATEMENT OF SENATOR STAFFORD

Senator STaFrORD. The Subcommittee on Education, Art and Hu-
manities will please come to order.

_ We have cailed this hearing today to consider the family contri-
bution schedule proposed by the Secretary of Education for the Pell
grant program for the 1982-&3 academic year.

The Pell grant program, so named to honor my good friend and
colleague from Rhode Island, Senator Claiborne Pell, is among our
most important education programs. It is the principal mechanism
of access to higher education for the least advantaged in our soci-
ety. Thus. the Pell grant program fulfills the basic Federal respon-
sibility in education—the maintenance and extension of equality of
opportunity.

At a time when the growth in cost of college attendance exceeds
the rate of inflation. it is imperative that we continue to have in
place a viable program of financial assistance for young people
such as the Pell grant program. I am only tov painfully aware of
the great promise of the Middle Income Student Assistance Act of
1978 and of last year's Education Amendments, which provided for
greater Pell grant benefits for greater nuinbers of needy students

While | recognize the need to reduce our overall level of Federal
spending, the funding level for the Pell grant program achieved in
the budget, reconciliation process earlier this year represents the
bare minimum necessary to fund adequately millions of students
who, eyén with the support of family resources, employment earn-
Ings, S%ate assistance, and other Federal student aid programs, will

" still’have considerable unmet need.

fter reviewing the proposed family contribution schedule sent

//o the Congress on October 13, after a delay of over 2 months by

. th

i
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the adnumistration, 1 have a number of concerns over the mmpact
this schedule will have un many students currently elible for Pell
grants The admmmstration 1s also proposing legisiative changes as
an alternative to its family contribution schedu's. I look forward-to
hearing the justification for these proposals. and the reaction of the
education community to the legislating proposals as well as to the
actual family contribution schedule.

[ am also hopeful that the severe dislocation experienced by stu-
dents and institutions in the last 2 years due to delays in receiving
no*ification of Pell grant awards will not recur. Almost as mpor-
tam to students as the amount of their Pell grant awards is the
timing of these awards, so that students. especially those deciding
which mstitution of higher education to attend. can make informed
choices as to the financing of their education The delay and uncer-
tamty of the past two Pell grant payment cycles has resulted in
thousands of prospective students postponing their college educa-
tion Althcugh I would hope that the resolution of this issue 1s sat-
isfactory to all concerned parties, it is absolutely essential that the
final payment schedule be both equitable and timely

Senator Pell, do you have an opening statement”

OPENING STATEMENT OF SENATOR PELL

Senator Pers. Thank you, Mr Chairman

Mr Chawrman. the proposed famuly contribution schedule con-
firms my worst fears over the extremelv harmful effect the
administration’s recommendations would have upon the effective
operaticn of the Pell grant program.

First, the proposed schedule is tied to an expected appropriation
of 32157 bilhon for Pell grants for fiscal 1982 This is more than
S0 mullion below the 32.65 billion authorized by the Congress in
the Budget Reconciliation Act We considered the 3265 billion an
absolute minumum wken we cut the Pell grant authorizetion earli-
er this vear. and I would hope we would not retreat from o= ——
figure o T

Seeond, 1f we accepted the administration’s alternative that in-
volves no statutory changes, we would be requuris o family to con-
tuibute at least {0 percent of its discretionary n‘.qg;nc to a student's
education On on average. this would mea. that no family with an
thcome o more than S16,000 would be eligible to receive a Pell
grant That would constitute a total rejection of the Middle Income

Student Assistance_Act To my mind. 1t is an unacceptable alterna-
tive._and-saetiiaf should be rejected

— Third, the second alternative propused by the adnnmstration is
P'tile better It would make major, substantive changes 1n the pro-
visions of the Education Amendments of 19%0. Among these are.
Setting the maximum Pell grant at $1.670 and 50 percent of the
student’s cost of attendance as opposed to the $2.100 and 60 per-
cent contmined 1 the 1950 amendments for the 1952-83 school
Mar, remstituting home equity and stipulating that only 330,000 of
home equity could be excluded from the calculation of a familv's
assets. as cpposed 1. the provision in current law excluding all
home equity irom consideration n caiculating a family’s assets: re-
duing remaming asse's from S10.000 as provided 1n the 1980

“y
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anmiendments ty $5,000, deferring for a second conseeutive year the
liberalized cost of attendance provisions of the 1980 amendment:,
thus denying recogmtion of the increased cost of Iiving over the
past 2 vears.

feurth, the admnistration proposals would mean that some-
where between ac¢0,000 and 550,000 students nosw receiving Pell

"grants would be dropped from the program These changes would

be particulacly harsh upon middle income families. the people who
bear the heaviest tax burden in our Nation and who would find the
dream of a college education for their children very difficult to
achieve. .

I would urge, therefore, that my colleagues reject the proposed
fam:ly contribution schedule. I would also hope that we might reit-
erate our support for an appropriation of #2065 billion and inclu-
sion in the family contribution schedule of as many of the provi-
sions of the 1950 amendments as possible, given the limitations of
the $2 65 billion authorization

Thank you.

Senator StarrorD. Thank you very much, Senator Pell

I believe the Chair's intent now is to cali up vur withesses 1n the
order in which theyv are listed

Before doing that, though, T would like to apologize te our wit-
nesses for the fact that the chairman is goeing to have to leave at
255 pm. so Senator Pell will be here to continue these hearings
until I can get back and until they are concluded

Senator PELL. And we will be interrupted. tuo, by a couple «{ roll-
call votes

Senator Starrorb. That is correct.

Having said that. and having apologrzed 1 advance. 1 wili ask
Dr,. Edward Elmendorf. who was one of Vermont's college presi-
dents and he 15 now Deputy Assistant Secretary for Student Finan-
cial Assistance—if he will now present his statement

STATEMENT OF DR, EDWARD M. ELMENDORF, DEPUTY ASSIST-
ANT SECRETARY FOR STUDENT FINANCIAL ASSISTANCE, DE-
PARTMENT OF EDUCATION: CHARLES B. SAUNDERS. JR., VICE
PRESIDENT, AMERICAN COUNCIL ON EDUCATION; AND DALLAS
MARTIN, EXECUTIVE DIRECTOR, NATIONAL ASSOCLATION OF
STUDENT FINANCIAL AID ADMINISTRATORS. A PANEL

Dr Ewmexsrorr Thank vou, Mr Chairman, and memabers of the
committee

[ would like to take this opportunity to *hank you for giving me
a chance to bring before you the Pell grant propusal. the family
contribution schedule which we have worked to develop——

Senator STAFFORD Doctor, these mikes do not work any tov well
Could you pull that one closer to you?

Dr ErmENporr. How s that?

Senator STarrorD. That is fine.

Dr. ErMennorr, | would also ash for your indulgence, not having
testified before, so if 1 miss a ceuple of protocol steps, 1 hope you
will reimnind me i

I would like first, with your concurrence. to take my entire testi-
mony ar ' have it introduced intu the record in the form in which
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1tis prepared, and 1 will prepare a 13- or 10-minute digest of the
testimony in the hope that we could move along to the other wit-
nesses

Senator Starrorb Go ahead, Doctor We will place your entire
statement in the record as if read, and vou can summarize it.

Dr Eismenvors. The ed amendments of 1980 mandated a
common need analysis for Pell grants, and the three major campus-
based aid programs begining with the 1982-%83 award year. That
formula was more hberal than the family contribution schedule.
Additionally, the 1980 amendments further liberalized the Pell
grant program by providing a series of increases in the maximum
award, and the percentage of cost of attendance for which the

- grants could be used.

I would like to note for the record that these liberalizations were
put into effect for 1982-83, using the assessment rates on discre-
tionary income along the lines of what the Secretary proposed in
March 1981 The cost of the Pell grant program would exceed $.
billion

In recent weeks, Congress and the administration have recog-
nized the need to iimit the Pell grant piogram costs. The Congress,
by establishing a spending ceiling, and by giving the Secretary the
authority to set assessment rates on discretionary income in the
authorizing legislation, enacted as a part of the Omnibus Budget
Reconciliation Act of 1981 for the administration in the fiscal 1982
proposed spending level of $2 187 billion. The formula which re-
sults from applying the ed amcndments of 1981, the $2.187 billion
in the admimstration's hudget proposal, contains relatively harsh
or stringent assessment rates. They begin at 40 percent of the first
35,000 of discretionary income, even though we proposed to main-
tain a maximum av-ard in percent of cost of attendance at last
year's level. .

An optional means for keeping Peli grant expenditures at a level
in the budget proposal would be to use the statutory reduction lan-
guage contamned in the Pell grants authorizing legislation. We have
looked at this and we have rejected this L roposal primarily because
It would contain serious negative effects on students from the
lowest income families After the initial reduction of awards, based
on a student’s eligibility index, an add,*ional flat percentage rate of
reduction would be levied against every oward. If we were to accept
and attempt to reach the proposed funding level with a legislative
maximum award of 31,670, using this statutory language, with as-
sessment raies on discretionary income contained in our alterna-
tive propocil, which I shall outline momentanly, the maximum
Pell grant award would be $1,169.

Therefore, we are proposing what we consider to be a better al-
ternative to either the high assessment rates first mentioned or the
¢tatutory reduction procedures. We are proposing a series of statu-
tory amendments which we believe will merit a more equitable dis-
tribution of Pell grant funds These amendments will permit us to
develop a formula which will serve what we consider to be four im-
portant objectives .

First, to avoid extreme reductions in awerds to students from the
lowest 1income families Second, to avoid the necessity of establish-
g excessivelv high assessment rates on discretionary income

G-
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Third, to remove several inequities fn awards to students which
occur because of statutory requirements as to how certain assets
and resources are treated. o

Fourth, to insure that need analysis for the three campus-based
programs is allowed to proceed, using traditionai commuaity devel-
oped methods and unaffected by the efforts to hold down Pell grant
expenditures.

- We are therefore proposing the followirg statutory ariendments
to accomplish these objectives: .

First, keep the maximum 1982-83 grant and cost of attendance
limitation at the same level as they are in 1981-82; that is $1,670
maximum award, that is $1,750 less $80 to meet up the 50-percent
cost of attendance.

Second, the formula will apply to the Pell grants only That is an
important distinction. The second will continue as in past years to

. establish benchmarks which other systems must meet to be ap-
proved for determining eligibility for campus-based aid.

Third, cost of attendance allowances for off-campus room and
board and other areas which do pot involve institutional charges
would be determined by the Secretary. ¥

Fourth, assess home equity as the first—after first subtracting
$30,000 asset reserves. 1t should be noted from the inception of this
program that home equity has always been assessed.

Also, we are proposing an 38,000 reserve against personal assets
and reserves of $50,000 for farm and-business assets For example,
this proposal would allow the following treatments for farmers- A
550,000 reserve against farmland, a $50,000 reserve against farm
machinery, livestock. that is business assets of the farm, a $30,000
reserve against farm rome and 38,000 reserve against personal
assets or a cumulative tutal of $138.000 reserve total potential for
farmers. * o,

Next, we would treat Veterans’ Administration and social secu-
rity benefits as part of the family contribution. We would also pro-
pose a couple of technical changes in the treatment of students’
income and assets which we will create more equity in the distribu-
tion of hmited funds and, finally, we propose the elimination of
$57.50 for administrative allowances.

If these statutory changes are enacted into law, we feel it will be
possible to establish a more equitable formula One way in which
the formula will result in greater equity is that the assessment
rates can be substantially reduced since additional rescurces will
be assessed.

Here is an example of how the formula developed to Federal law
is different from the treatment in the statutory proposals whicn
were enacted.

Let us take a family of four, two parents working, one student in
college, and no assets above the level of reserves Based on the
1982-83 notice of proposed rulemaking, which relies on current
law, the student remains in the eligibility pool up to an adjusted
gross income of $18,360. If the 1982 formula were changed and you
were to accept the administratior’s proposal, the student’s eligibil-
ity pool adjusted gross income wouid go to $27,054.

The assessment I make from that is that we can necarly maintain
what we now have in the way of the 1981-82 formula by successful

91-6%3 O #2--2
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consideration of the administration's proposed alternative and stat- i
utory amendments. i
Thank you, sir. .

[The prepared statement of Dr. Elmendorf follows:]

Arunrext provided by eric [
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STATEMENT OF
DR. EDWARD M. ELMENDORF .
DEPUTY ASSISTANT SECRETARY

FOR STUDENT FINANCIAL ASSISTANCE

Testimony

for the Proposed Need Analysis Formula to be Used in the 1982-83 Award
Year for the Three Campus-Based Student Aid Programs and the Pel! srant program

Thank you lLr the opportunity to bs with you today to discuss the Administra-
zion's proposals for determining eligibility for Pell Grants and for a:d
tron(:ha three campus-based programs (National Direct Student Loans, Collegae
Work-Study, and Supplemental Educational Opportunity Grants} during the
1982-83 awird Year. First.lI would like to make it clear that the propused
foraula published October 16 does not, in several key respects, represent

the Mzinistration’s prefered policies for determining need under these
programs. The published proposed regulation is based on current law. The
full Administration policy request, set forth in the preasble 9){ the proposed
requlation, {ncludes statutory amendments which would allow for more equitable
distribution of Pell Grant awards while preserving the traditional distinccion
between Pell Grant eligibility and nesd analys:s for the three campus-based
programs. These leqxsl%uve proposals also reflect pr.visions in the pbresi-

dent’s Y 1982 budjet request,

I appreclate this cpportunity to discuss both the proposed requlation based

on current ’law and the Administration’s legislative proposals.

As you know, the Education "mendmants of 1980 mandated a common need analyais
for Pell Grants and the three campus-based aid progrims beginning with the
1982-83 award year. The cbie¢ctive was to have a sincle expected family
contritution number, ‘deternined through a singie formula, to be used for

all four projrams.

4
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In the rontex: of the Pell Grant Program, the 1980 amendments liberalized

» . ‘.

the forzer Sasic Srant family contribution schedules in,saveral izportant
N

tespocis. Anld, they also provided that for the 1982-83 academic year the °
.

Jaxizun Pell Grant would be ©2,1C0 and that the Jrant Sould ba used tO nmest

up t0 60 perzent of a siudeat's cost of attendance.

Subsequent to the enactment of the Education Amcpdzents of 1980, the Con-

gress becaze conceried about the libaralizations for the Pell Grant Progra=m

’ » ;

con%aine? }n those amendments which had serious cost implications for the
Faderal budget. Congzess ricognized the need to limit expenditures in the
Pell Grant Prograa by providing, in the Oanibus Budget Reconciliation act
of 1981, an authorized spending ceiling of $2.65 billion and by giving the
Secretaxy the authority 20 get :.‘xe assessment rates on discretionary incoce.
This nuw law also allows the Secretary to request a waiver of any provision
ot the Peli Srant authorizing legislation (such as maximum award or percent
of cost of attendance) 20 Zeet the authorized fundigg level.

-~
2 the formula =andated by the Bducation Amendments of 1980 ware to be
smplezented using assesszent rates which average 20 percent on the first
$15,000 of discretiosary income, and progressively higher rates above that
level, :he.lt.ota). cgst for the Pell Grant Program would reach about $4
billion assuning the max.mum award and percent of cost of attendance set

forth in the Bdncasion Amendments of 1980 were also used.

o N

o




In the weeks ¢hich have elapsed since the Omnibus'mdgec }meconcl).1at:ﬁi<‘a1‘;\:;:_“m‘__‘“_’_w —
was enacted, it has become apparent that Pell Gran: expend{'“ﬁzes must be

. held at a level--lower than that auchorized in that Act {f our efforts to
control Pedaral spending are to succead. Thus, for Fiscal Yeu 1982 the ~
Departnenr. is proposing to hold Pell Grant expendlr:ures at S2. L87 billjon.
This amunt‘; is 12 percent below that wh!.ch was_included for the Pell Grant

s : Program in our PY 1982 budget supbmission in March of this year. To -oaintain
this level within thy context of the current lau, the published fomu).a

T aSsu:ne's the maximum award, and cost of dc:pndancc percentage limitation

: used in the 1981-82 academid year and includes a series of proqre;sive

assesssent rates on discretionary income which are relatively harsh. They

T - .
begin with_s-rate-of 40V on the first $5,400 of discretionary income and

increase in increments of 5V and $5,000/up to 558 for all discretionary

v “

- income above §15,000.

~ : ’ .
- Using these rates $3,875 would generally be the maximun azount of dis-
creticnary income that the family could have and still be e}lqible for a . -
- Pell Grant. A discretionary income of ;3,875 would result from an adjusted |
- } gzoss income figure of approximately $15,860 for a family of four witih both
parents working and paying four percent 'of their income for State and local

income taxes, and a typicai amount for Federal income taxes. The higher

assesszent ra't:.es, thus, would generally only. be applicable to the assessmept
. - ¢
-t of zhe student’s need for the thres canpus-based prograas.

>
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Therefore, unless the maximum award were to be reduced wel) below the

1981-82" apademic year level of .$1,670 - undoubtedly forcing many studens:s

from the lowest family income levels to leave school - reducing the maximun

award ‘and percent of cost of attendance would not be sufficient to avoid the

nece‘ssity of exiremely high assessment rates on discretionary income in order

:o\'."eet the proposed funding level for the program.

H

Another option for meeting the proposed funding level would be to
lower the asst;sszént rates but reduce awards on the basis of the statutory

reduction language contained in the Pell Gfant authorizing legislation.
° I

However, this method =--as a means for achieving subtantial savings -- would
‘

alsoresult in major inequities in the distribution of limited funds.
After the initial reduction of awards based on a student’s eligibiiicy
index, an addux?nal flat percentage rate of reduction would be levied
against every award. Those eligible for the highest awards - the lowest
income students - would receive reductions of the largest dollar amount.
I£ we were to attempt to reach the proposed funding level with a legxs].;-

t1 J maximu awardcof $1,670 using only the statutory reduction language,

the effecfive meximum amount a student could receive would be $1,169,

i

N ¥ R
Th»-afore, as an alternative %o either the high assessment rates I

- 5
mentioned earlier or the statutory reduction procedure, we are proposing a

nuaber of amendaments to the statute to create a more equitable distribution

of limited Pell Grant funds. We believe these amendments would pernit the
development of a formula which will achieve several obje..ives within the

context of the target funding level. They.would:

'

f—
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{a) Avoid extzeme reductions in awards to students from ‘the lowest

income families.

o

~

(b) avoid the necessity of establishing excessawaly high assessment

° rates on discretionary income.
<

4]
(¢) Remove several inequities.in awards to students which occur because
. ‘

1]
of statutory rfquirements as to how certain assets and resources are treated.

) 2
. (d) Ensure that need analysis for the three campus-based projrams 1is

allowed to proceed Gsan traditional community developed methods and unaffected

by the efforts to hold down Pell Grant expenditures.

~ .

. 3 -
To achievg these objectives we are reQuesting statutory amendments to:

° .
(a) Es:;'nblish the maximum grant at the same level as in academic yeax
1981-82 and provide that the sStudent's grant shall not exceed 50 perrent of
his or her gogt of attendance. AS you know the maximum award a student may
receive \in\sze 1981~82 academic year is S51,670. This 18 derived using a
legislative maximun of $1,750, with $80 subtracged fto:; each student's "
- - -

award.
(5) Provide that for the 1982-83 academic year, (a) the need analysis
formula authorized under Section 482 of the Higher Educat:ion Act of 1965

. shall apply only in determininggeligibility for a Pell Grant, and (b) the

1

, Q
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Secretary shall, as in Previous ycazs, establish benchmark ﬁqur.é's which
need analysis systems must nest gl.orde? to bhe approved by the Secretary
. s 0 - i
for detarmining _g;qubnsty for aid under the campus-based programs.
/*’/u ¢

(=) Allow the Secratary of Education to establish certain cost of

attendance allowancas for PUrposes of the Pell Grant Program. The Congress

.
provided this authority for the 1981-82 award year in the Supplemental

Appropriations and Rescission Act of 1981.

(d) Include home equity anong assessable assets. wé believe tr;at in
a time of fiscal constraint hiome equity, which represents a sub:tantial
asset for many fanilies, cannot be ignored in detemining eligibility for
Pedera. .sistance. It should be noted that home equity is assessed under
in the 1981-82 formula, and has always been assassed as an asset since tho
inception of the program. Combined with the prisposal to continue’to assess
home equity, we would include an asset reserve of $30,000 against that

squity as well as the following additional asset reserves for the parents

of dependent students and independent students with dependents other than a
spouse.

(1) $50,000 would be excluded from farm and business assets. For
farmers -~ $50,000 would be excluded from t,h; value of the fam itself, and
an addi~ional $50,000 from the valde of the business assets of the fam,

i.e,, cachinery.

A

P
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b_“_}f,a'f"‘ (4}) $30,000 world be excluded from the farm home equity and $8,000
would be excluded from all other assets. ,
= Q m - . - .
(Thus, under this proposed statutory change, a fare family could have up to
T $138,000 in assets excl%dgd from assessment.) .
. . )
{e) Treat veterans and Social Se'cu:ity educational benefits as part
of the family contribution. Under current law, under which all of Social L= e
. Security and one-half of veterans benefits are assessed as inccme. it is

possible for a student's educational <ost to be exceeded by a combination
of the student's Pell Grant and one or both of these Federal programs. The
"p:oposed revision In t.haastatute will prevent these overawards, and will

allow higher awards for students with real need. -

(g) Treat the income and assets of mlu-:ied independent students who

have no dependents other than a spouse in the same manner as those of .‘
single Lndependfnt stude;xc\s. m::ently‘ the statute provides that all . ~
independent students with dependents shall receive the same income and

asset t:ea;unt that applies to the 'pa:ents of dependent students. Under

t.hh} proposal the as;essmnt of income and assets of married independent

students with no dependents other than a spouse will be revised to parallel »

the more conservative treatment applied to single independent students.

7

o

(g) Provide that the asset reserves in paragraph (b)‘ of Section 482 of !
the Higher Education Act of 1965 (the statutcry basis for the dependent

student formula) shall apply only to the assets of the student's fanmily,

91-693 O—82—3
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N and that the student's assets shall continue, as in the past, to be assessed
P A: a higher rate with no reserves. As witn the proposal on home equity,

this proposal continies a procedure which exists in the 1981-82 Pell Grant R

formula and which has existed in previous years as well.
(h) Repeal section 489(a) of the Higher Education Act of 1965 which

allows an institution to receive an administrative experse allowance of

$5.00 oer Pell Grant recipient.

-

If these statutory changes are enacted into law, we feel it will be "™
posslﬁlé to establish a more equitable formula. One way in which the
formula will result in greater equzt‘y 1s that the assessment rates can be
substantially reduced since additional resources will be assessed. With
the's:a;utory changes made in Section 482 a:d a $1,670 maximum award to
meet up to 50 percent cost of attendance, the asgessment rates can be
reduced to the fo!low{.gg_,levels whi:le'stul maintaining Program expendi-‘

=TT

—_ / »tutié,az—-the”tat/get funding level.

o - ~aeL

Discretionary Income Expected Contribution
. < =
AR s 0~ 5,000 1ls of discretionary income
’ - 5,001 - 10,000 $550 + 137 of amount over $5,900

10,00t - 15,000 -~ . $1,200 + 18% of amount over $10,000

15,00 and uwp $2,100 + 25% of amount over $15,;Q00




~

-

. . 15
Using these lower assessment rates, $11,944 would generally be the maximun
amount of discretionary income that a family couvld have and still be eligible
for a Pell Grant under these assessment rates. A discretionary income of
$11,943  would result from an adjusted gross income of approximately $27,054
for a family of four wath both parents working and payinc; four percent of tol;wir
° :

incoms for State and local taxes, and a typical amount for Pederal income taxes.
.

N

We hope you will act favorably on our proposals for statutory changes
which we fesl will allow us to make a more equi%able distribution of limited

£unds. Meandhn'e, the formula wé have submitted for public comment and

. Congressional review reflects the current language in Section 482. The

. r

iteas described below are changes in the formula from the 1981-82 Pell

Grant F.=ily Contr'i.bution Schedules.
5

~

<

,Summary of Proposed Changes Based on Current Law.

ol

>

1. addition of State and local income taxes as offsets against income.

¢
In the past, FPederal income taxes were the\only taxes that were subtracted

from income before an‘ assessment of that income was made to determine

the expected centrimti;n towards the student.'a education., However, ;Zhe

law now specifies that “Federal, State and local taxes paid or payable with
respect to ... income® shall bs considered. ‘mu;, §tfte and local income 4
taxes as well as Pederal income taxes are subtracted from income in the

formula we have submitted to you..



Aruitoxt provided by Eic:

2, Treatment of Dependent Student Income

, -

Por 1932-83, the law requires that we add deplendent student income to
parental income. As a result both student and parental fncome will be

assessed-at_the same rate. This will generally result in a lower assessment
* \:\—

rate.on dependent 3tudent inccm?ﬁsrcn-cm;@ces.
i .

‘ . <.
H

3, Multiple Assessme;'lt Rates for Pamily Income
4

Under the pzovis_ions of the Omnibus Budget Reconciliation Act, of 1981, the
Secretary is required to. se‘t a sfzies of rates for discretiorz.y income for
the 1982-83 award year. Discreélonary income is the income that remains
after Federal, Stats and local income taxes and all of the other offsets

are subtracted from the total income of the family.

.

We have proposed that the first $15,000 of discretionary income br divided
into three equal amounts. The first $5,000 is assessed at 40 percent: the

second $5,000 i3 assessed at 45 percent; and, the third $5,000 is assessed

at 50 percent. All discretionary income above $15,000 is assessed at 55 pe}cent.
1]

.

4 As of Independent Student Income
1

v

Por 1962-83, the law zequifes that we assess the income of independent
students with dependents h}\ the same fashion as we assess the income of the
pareuts of dependent students. As explained in the previous section, that
will result in a db percent assessment rate for independent students with

°
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Mniiot the effects of inflation, based on a projected rise in the CPI .
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dependentg (vhen the discretionacry income is $5,000 or less). A rate of 45
percent applies for the discretionary income from $5,000 to $10,000, with
progressively higher zates above that level. !ndopenderfé students with no
depend;nm will continue to have their incémes assessed at 75 percent.

S.  Updating of the family size offsets to account for the rise in the ‘

& er Price Index (CPI)

: \.

This y-ear, as in' the pASt: the £uny‘; size offsets have been increased to

‘of 9.8 pethffsecs used in 1981-82 waere multiplied by 109.8

percent, and the resulting figures were toinded‘:owsc $50. When

o

chis regulation 4s published as a final regulation, that srojected-percentage
will be corrected, if necessary, and the family size offsets will be a:N

accordingly. ’ .

-

) .
, 6. Asset Treatment for Dependent Students

The law requires that beginning with the 1982 43 award year home equity shall

be excluded from assets, Further, it provides some requirements about parental
1]

asset reserves, i.e., at least $10,000 for all applicants, and at least an

additional $50,000 for applicants with farms or buginesses.
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o
Guz . -~ sals are based on these requirements. However, we have proposed
that the as -t reserve for people who do not own homes shall be $25,000 as
M~ o -« the $10,000 resorve for home owners. This provides the person

“'s o, not own a home with the same asset reserve that he or she has had

IS
1)

Z0r .pe ast several years, and compensates for the fact that the home
“#ner noW nes all of the equity in his or her home as]‘a well as $10,000 of
addi*i0na sxsets protected. After all reserv:s axe subtracted, we propose
€2 13sess the rcmaining noet assets at the rote ot five percent.

The as-ets of the dependent student are agsess*d at a higher rate than
those of the students pare;\CS. Since the treatment of‘- assets specx%xed in )
the law for the 1982-83 award year addresse:; the assets of both the student
and tre parents, the asset reserve of §10,000 1S O be applied against the
combined as;ecs of ~che pareats and the student. However, since we plan t¢
assers parental assets at five percent and ‘che student’s assets at 33
p2recent, we are proposing that the minimum asset reserve of $10,000 be
applied first’against the parental agsets. If the parents do not have
$10,000 of net zssets, they will not need all of the $10,000 asset reserve.

—

In that case, the.azount of asset zeserve that they do not need will be

~..

applied 3gainst the student's :séa“t‘s.\\

~——

Oepenuent students would only rarely own farms or business of their Own. N

Thus, we are not propos:ing that a parallel treatment of farm and business

assets be impl ed for dependent students. Rather, the farm and business

asset reserve of $50,000 will be applied only to the parental issets.
<

o
(§®)
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/. Dmfinition of a married independent student

Tradizionally, a student has h.;d o e=stablish a ;xscory of independence
vefore he or ‘she was Gbhisidéred to be independent for financial aid purposes.
Thus,’a studdnt has had to answer questions about his or her financial
relationship with his or her parents for not only the year in question, but

also for the prior year.

for 198283, the law requires tuat A married student only consider such,
questions for the year of application. We have defined the year of appli-
cation £ be 1982 for the 1982-83 award Year begause of considerations
related to éhc application form and the application processing system.
Thus, for 1982-83, only those dependency ques~ions that relate to the 1982
calendar year will be pertinert in determining a married student's tndepen-

dent status,
The s}.:ec dependency questions are whether the student:
1) will live with the parents for more than six weeks;

2) will be claimed by the parents as a dependent on a Federal
3
income tax return; and ! . [

3) will receive more than $750 in support froa the parents.

o
o
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This, in brief, is car proposed formula based on current law, submitted
sizultaneously with our proposals for statutnry changes shich would allow a
more equitable digtribution of limited funds.

.
We would also take this opportunity to draw the attention of the Subcomnitten
%o language included by the House in their £iscal year 1982 apptoptiaclon;
bill for the Depariment which would have the effect of diminishing what we
are attempting to accoaplish with this family contribution schedula. The
ngvisions in question would increase the cost of the Pell Grants Progranm
to approximately §$3,.364 billion this csccedlnq the House allowance of
$2.526 billion for the program by some $838 million. This would trigger the
use of statutory reduction formulas which will significantly reduce the
awards to the neediest srudents wnom we have attompted to protoct. Appli-
cation of the first state of scheduled reduction would reduca costs by only
$150 million. The remaining $686 million will requiro rateable reduction
of all awards by 21 percent. This would result in reducing the awards of

the neediest studedts by $387 -- to an effective maxinua award of S1,413.

The language, as written, would have the following effects:
B
== Social Sacurity education benefit3 and one-half of VA benefits
would not be counted in the determination of pell Grant eligi-
prlity. At many institutions this could result in total aid
2xceeding total need for SS and VA beneficiaries at a time when

needy students may ho receiving reduced awards.
\

-~

~
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~=  The Secretary's authority to set cost of attendance allowances

is restricted. Rather, cost of attendance would be set by insti-
tutions for room and board for students vit‘hout dependents

living off canmpus in institutionally owrad or operated housing
or off campus but not at hme. Further, room and board costs

for commuters would be $1,200.

s

~= The same assessment rates on discretionary income are provided . .
for all students ~— dependent and independent. This is contrary’

to our traditional treatment which has taxed independent students
at higher rates in the balief that as the beneficiary of their -
own education, they should contribute a higher percentzge of

discretionary income than the family of & dependent student.

The language retains the 1981-82 contribution schedule for 1982-83. Con-
sequently, family size offsets are not indexed by the Ccrsuxer price index.
On a practical level, it wovld require the use of the 1980 base yeer data
employed in the 1981-62 contribution schedule. This would result in awards
being made on the basis of two-year old income data and would require that
. the over 30 million application forms thot have already been printed with
questions relating the 1981 family income would have to be reprinted and
distributed. This would rasult in an additional cost of betwsen $2 and §3

aillion.

91-693 0—82——4 N~y
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we <o not bilieve that all of these izplications were intended or antic.pated

sut we would hope that this languhge would be carefully zeviewed by the

congress before work is completed on the appropriations bila. !

L

o~

. If you have any questions on ous proposals, I would be happy tO answer
- them 4t this tine. : 2
. \\
A
\
-~ A .
. A
3\
\
\
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. PELL (BASTC EDUCATIOGNAL OPPORTUNITY) GRANT PROGRAM

COST PROJECTION -
USING FIXED PARTICIPATION RATES
OFFICIAL CALIBRATION/UPDATE #6 - -

SUMMARY TABLE °
. ~ Annual Adjusted \ Parti- Recipient $ of Average \ Oof
Income cipation Population Total Award program Cost Total
-9999y to 3ooo - 74.23 516,176 18.25 1441 744,070,558 22.40
. 3001 to 6000 75.42, 544,869 19.26 1407 766,471,866 23.08
6001 to 9000 80.98 439,091 15.52 1333 585,263,612 17.62 R
- 9001 to 12000 87.00 363,049 12.83 1210 439,465,168 13.23 "
12001 to 15000 89.94 286,487 10.13 1060 303,753,193 9.14
15001 to 20000 92, 30. 359,172 12.70 819 294,305,562 8.85
_ 20001 to 25000 91.29 202,059 7.14 629 127,151,528 3.82 ° 3 .
25001 to 35000 83.20 107,927 3.81 522 56,306,145 1.69 ’ .
" 35001 to 999999 75.19 8,885 0.31 412 3,659,704 0.10
o - TOTAL 82.01 2,827,720 100.60 1174 3,320,537,341 100.00

~ 3,320,537,341 -- TOTAL PROGRAM COST

SIHON AMENDHENT . - -
1981-82 FORMULA APPLIED TO 82-83 .
$1,800 MAX/SOV COST/INCOME IS BASE YIAR 80
HOME=$25K/PARH-BUSS$50K/S%
N DEP INCSNEG DI/ELIM SSSw+46H
DEPw0-5=12.5/5-10%15/10-15=%17.5/15+=20
IND~SAME AS DEP
NO OPFS FOR STATE $§ LOCAL INCOME TAXES
. COE ADJ=1000;700; 200/F SO=NOT INDEXED
NO ADMIN ALLOW/NO SH
MODEL VERSION 22
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Annual Adjusten % parti- Recipient $ of Average
, Income cipation Population Total Award Program Cost
. —99999 to 3000 74.23 516,176 - 18.27 11 ’ 595,867,940 g
3001 to 6GOO 75.42 544,869 19.29 1128 614,629,441 ’
. ' 6001 to 9000 80.98 439,091 15.54 1062 466,3‘04,597
9001 to 12000 87.01 362,836 12.04 Y40 \\341,199 ,874
12001 to 15000 89.94 286,212 10.13 785 224,\595,717 8.8
. 15001 to 20000 92.29 357,835 12.66 547 195,571,385 7.6 g
[ N 20001 to 25000 91.29 201,346 7.12 374 75,318 ,‘65\6 2,93 |
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Senator Starrorn. I apologize for this, but the rolicall is now on
the second bell, so we will have to recess. .
Dr. ELMENDORF. | am finished.
[Recess.]
Senatoir PeLL [presiding]. The

.

earing of the Subcommittee on
Education, Arts and Humanities wjll come back to order. ‘

Dr. Elmendorf, I look forward t¢ reading, your testimony, and I
understand you had just finished |it. And Mr. Saunders and Mr.
Martin, there is going to be anothdr rollcall vote in a little while,
so [ just wanted to let you know.- -

Mr. Saunders.

Mr. Saunbers. Thank you, Senatgr Pell.

On behalf of the 10 associations listed-on my statement, I would
like to express our appreciation foi this opportunity to testify.

I would like to submit my statemgnt for the record, and I would
try to briefly summarize our major points.

We urge rejection of the administiration’s formal and alternative
proposals, and we ask for prompt l¢gislative actjon in the form of
an amendment to the appropriationg bill. i ¢

Senator PeLL. [ was wondering if you could limit your statement
to about > minutes—and Mr. Martin the same- and we would like
to get a few questions on. o .

Mr. Satnbpers. We do ask for prompt legislative action to contin-
ue the current Pell grants family ¢untribution schedule with sever-
al modifications. .

Eirst, to update the family size offsets and the asset reserves for
inflation. Second, to impose a series of progressive tax rates un
families with dependent students. And third, to impose a Linear e
duction formula to protect the neediest students, and to reduce
otier awards proportionate to their size when that action hus to be
taken. .

We alsu urge legislative action to delay implementation of the
single needs analysis which the 1980 amendments required for Pell
grants and for the campus-based programs. In this, we support the
administration’s request. Unless the system is decoupled and the
current benchmark system is retained, eligibility for the campus-
ba?ed programs will be severely constrained with disastrous re
sults.

We urge this course because of time constraints and for substan
tive reasons. Senator Stafford. in his opening statement, has al-
ready referred to the urgency of the problem. As of this Sunday, y

November 1, every day’s delay in establishing the family contribu,

tipn schedule will result n increasing delay and distuption of the
entire student aid system. o
_ We also oppose the administration’s formal proposal and its 1n
formal al\ternati\ e, partly because of these time constraits and she
lack of time to examine their recommendations and analyze their
impact. but®alsc for a number of substantive reasons

We oppose the administration’s recommendations for treatment
of social security and veterans’ benefits. We prefer the House lan-
guage which is tunsistent with those benefits in the guaranteed
loan program.
. We also oppose use of the family contribution schedule approval
process as a means of seeking approval of a $1.670 maximum for

o803 O »2
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.Pell grants. The Pell grant maximum is not a part of the family
contribution schedule and we would point out that the waiver au-
thority in the Reconciliation Act only applies to reductions to the -
reconciliation level of $2.65 billion and cannot be used to reduce to
the administration’s request. :

We stress the importance of the $1,800 maximum Pell grants as
the minimal acceptable level of assistance. That is the level as-
sumed in the Reconciliation Act. It is the level contained in the
House-passed appropriations bill. It is the level contained in the
Senate Appropriations Subcommittee bill. Since the academic year
1979, which was the last year in which the $1,800 maximum was
paid, college costs have gone up 30 percent, and so an $1,800 maxi-
mum paid for next year would really only be worth $1,350 in terms
of 1979-80 dollars, and if you paid a $1,670 maximum; that would
only bé worth about $1,150. So we dre concerned about the attri-
tion of the value of the Pell grants. ‘ .

‘The administration seeks to tinker with the needs analysis
system in order to achieve this precise budgetary goal of $2.187 bil-
lion. We believe iéis totally inadequate. .

As you said, Sehator, in your statement, it is half a billion doi-
lars below the reconciliation level, and that reconciliation level
itself was $700 million below the level of the Pell grants modifica-
tions of the 1980 amendments and over $1 billion below current
seryice levels required for all student aid programs.

So the administration’s proposals would repeal the Middle
Income Student Assistance Act and limit Pell grant aid to students
with family incomes under $15,000.

So, in summary, we do ask that prompt legislative action be
taken to continue the current family contribution schedule with
the modifications I have identified.

Thank you very much.

(The prepared statement of Mr. Saunders follows:]
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Mr. Chayrman end Members of the Subcormittee:

We appreciate the opportunity to appear befén*e this subcommittee to comment
on the family contribution schedules proposed by the Administration for the Academic
Year 1982-83 for the Pell Grant and campus-based student z!d programs.

We oppose thé use ¢f tTe famity contribution schedule as a means of

restricting Pell Grant funds to the precise amount of the Administration's budget

©

request. ¥e cannot ,uPport e¢ither of the two family contribution schedules proposed
: by the Administration. Both are explicitly predicated on implementing the Adminis-
tration's recently reduced regquest of $2.187 biflilon for Pel)l Grants -- an amount
2lmost $500 m1lion below the level accepted by the Ad.minlstraiton for FY 82 in the -
Reconcfliation Act of August 13. A)) student aid programs already have taken a cut
of over $1 billion from current service levels for FY 82 in the reconciliation process.
In the 1ight-of these painful cuts, st\.den‘{'s should not be fc-ced to take further
reouctions below the ReconTiliation levels. -

The Administration's revised request would provide totally inadequate funding
for the foundation grants in the national effort to pr;ovide equal educational opportunity,
It is substantially below *h2 F¥ 81 Pell) Grant appropriation of $2.346 billion, the
52.52€ bi’lion contained in the House FY 82 appropriation b$11, the $2.37 blilion in

the Senate Appropriations Subceamitzee hill, and the $2.65 billion contained 1n the .

keconciliation Act -~ itself a $700 million reduction from the level required to
implement the 1980 Amendments and maintain auafrds for all current eligibles.

The complicated Notice of Proposed R'gle Making submitted by the Administration
makes it difficult to evaluate eirthe~ the formal proposal or the Administration's mfomai
alternative because of the lack of detailed impact data on how miny students would be '
affected and to what extent by the various provisions. and because of the lack of speci-
1iC1ty about the alternative proposal. The formal proposal would, 1n effect, repeal the

¥.ddle Income Stugent Assistance Act of 1978 and limit Pell Grants to students with

family incores below $15.000. I vs basdd primarily on budgetary considerations.

26
ERIC

Aruitoxt provided by Eic:




e

ERI

33

The informa) aiternative contains sone technical <hanges that may have rerit, f
supporting data were availaple for analysis, dut we cannot recommend taking the time
to make the analysis that would be necessary at this late point 1n the processing
rycle.

The Omnibus Reconciliation Act of 1981 randated that the family contribution
schedule te submitted to Congress by September 1, 1981% 1n contrast, this NPRM was
published 1n the Federal Reqister on October 16, witn a comment periyod extending
unt1l December 15. The changes it would require could necessitate <hanges 1n the
forms which must be printed for federal stugent aid applications. At this point,
any delay wot d result 3In serious disruption of the processing of applications which
begins 1n November-lecember, for the t:aro;xus-tmsedc proyrams as well as Pell Grants.
Therefore, 1t 15 urgent for C‘o.ngre55 to approve a schedule without the qu-sc:ale
review which would be n2eded to i1mplement a single system for need analysis for
Academic Year 1982-83. Institutions and students must have adequate advance warning

of wajor changes in the need-analysis framework for Pell Grants and campus-based

programs. ang we believe 1t 1s already too late for such changes for Acidemic Year 1982-83

As the most Pragmatic and teast disruptive course of action under the ~urrent

“time restraints, we recommend that the existing Peil Grant need-analysis system (a‘ready

restricccd iast spring) be continued for another year, with several minor modifications.

de urge that these steps be3 implemented mmediately, by amendment to the Senate
appropriations b1ll, similar to the action already taken by the House

¢, At tne same time, we support the Admimistration's recommer dation tnat the
need-analysts system for Pell Grants pe seoarated from that for campus-based programs
for 1982-83, and that the existing system for estabiishing bench-marks for expected
famly contributions for campus-based aid by reguiation bde continued for the 1982-83
year Unless the svstem s decoupied. student eli1gibility for these programs w111

ne art1ficially restricted stall further, with chaotic results on the nation's campuses

-
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The 1ssue of the maximum award 1s not part of the family contribution
scnedoule Nevertreless the Admimistration without authorily has csed this NPRM o
request continuation of e $1,670 maximum awanrd. We strongly object %o this
recosTendation and urge the cormittee 1o restore the mixtrum award 20 1ts FY 79
level ¢f $1,800, as assuted in the Reconciliation Act and in both the House-passed
Y 82 appropriaticns 11l and the Senate Appropriations Subcormittee bill. We
pelieve tnat t@lis s @ minimum acceptable level of assistance to the neediest students,
in view of :he’l fact that college costs will have risen 30 percent since Academic
Year 1979-80,.and 1n Academic Year 1982-83 an $1,800 maximum award actually wall be
wortn $1,350 1n Academyc Year 1979-80 doilars.

We also oppose the Administration‘s proposal to add Social Security and
veterans educational benefits to expected famly contridution nstead of counting
them as part of famly income as the statute specifies. They are in fact studeqt
resources, 3nd should not be counted as part of the family contribution. The
Administration's intent 1s to foreclose ¢he possibility that grants from ong or both
of these'arograms. 10 combinati0n with the Pell Grant. may exceed a student's educa-
tional costs. We believe that this proposal 1s unduly harsh. It would rencer most
of these-students 1neligible by, ;n effect, taxing these benefits at 100 percent.when
no other 1ncome under the Pell Grant program is taxed at such & high rate. A preferable
course woyld de that recormended 1n the House bill, which is consistent with , e
treatrent 'of these programs 1n the Guaranteed Loan Program. It provides in such cases
that the Pell Grant shall be "reduced until it does not exceed the cost of attendance
n cccmnzxuo" with expected family contribution and veterans and Social Security
benefits  The Congressionai Budget 0ffice estimates that this approach would save
approxinately $100 m1iron °

» dh1le we recormend continuation of the current need-analysi, s;sb:m tor

another year, «¢ delieve 1t 1s essentrai to update the family-size of¢set for nfla-

t10n -- a procedure whiCh wag deferred for the firct time 1n FY 81 e are concerned
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that this step was inadvertently omitted from the House language. Failure to update
the family-size offset for the second consecutive year would further penalite students
Just delow the poverty level. (For exazple, 2 student from a family with $8,4C0 in
1ncome would be assumed to have $750 1n discretionary income, and would have his Pell
Grant reduced ~om $1,800 to $1,725, even though his family s actuslly below the
povarty level and should receive the maximum awdrd.) We also suggest that thc_current
treatment of assets be updated for inflation.

We believe that cost reductions in the Pell Grant program should bde achieved
or sarily through a series of progressive tax rates on discretionary income for
fanilies of dependent Students, and through an equitable ;;ductlon fortula -- not
tnrough annual tinkering with the details of the schedule. Both the House bill and
the fdmlnlstratton‘s alternative proposal would establish a serfes of progressive
tax;rates on the income of families of dependent students, instead of the current
rate of 10.5 percent At the Righest level, these rates would approach or equal the

N
current 25 percent tax rate on the income of |ndependent‘students who are married or
nave degengents. We support a statutory changé fn the reduction schedule which would
assure that, if approoriations are insufficient, no reductions would be made 1n the
awards of the neediest students {particularly those with an expected family contribution
of 0 - $600), and” that al) otner awards would be reduced in a lwnear schedule propor-
tionate to the size of the 2ward.

In suzrary, we urge that the Administration's complex proposal be rejectsd
and that prompt legislative action be taken to continue the current family contribution
échecule wWi1th aod?ficatloﬂs to update the famiiv-size offsets and asset reserves for
nflation and to 1mpose a series of progressive tax rates for the famil1es of dependent

|
students, supplenented dy @ linear reduction formula which would provide whatever Cuts
rdy be made necessary by the final appropridtion 5111 These modest changes are
preferable o e‘!enslve codifications of the entire range o° tax rates and assec
treatment, part!cular!y 1n view of the lack of time remdining for careful analys:s
of tne 1@0act of the Admnistration's complex recommendations

de appreciate this opportunity to testify op this 1mportant 1ssue which
has s;ch a serfous 1£pact on the opportunity of students to attend the natton‘s

pubitc and independent colleges and universities.

o
W
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Senator Pert Thank vou vers much, Mr. Saunders.

Dr Marun”

Mr Martin Thank you very much. Senator Pell. It is a pleasure
to appear before you and Senator Stafford, anrd 1 would like to ask
that our statement be inserted in the record.

Senator Pt Without objection. it will be done.

Mr MarTIN Let me just say, as was pointed out in yours and
Senator Stafford’s opening remarhs, we also share your concern
about timing on this issue.

As vou well know, and the niembers of this subcommittee know,
the Pell grants program has become the cornerstone of the Pell
grants program in the last Y years and, as such, it is essential that
accurate and timely information be available to students and par-
ents if they are guing to properly plan for their educational enroll-
ment for this coming fall I regret that we have been through a
process in the last few months that have delayed this, and we are
on the verge now of a very critical timing in terms of getting this
information out. in terms of providing that across this country, be-
cause most colleges and universitics are al ady well underway
with high <chool guidance counseling of conducting alay and might
programs where they are trying to assist parents and students on
how to plan for next year. and what their awards are going to be.

We have a large hole at this t'me because there is no certainty
on that schedule. We have also 1ooked carefully at the statement
thet Mr Saunders has just read and waould endorse those concepts.
We think that there are some worthwhile kinds of technical
amendments to the program that have been proposed by the ad-
ministration, 1t is questionable whether all of those should be done
at this particular time We could certainly endorse some of those in
terms of trying to improve the inequities in the program, but I
}hink there are also sume points that need to be looked at careful-
y.
One of the items we would oppose is the administration’s treat-
ment on educadional benefits for those students that are receiving
social security or Veterans' Administration benefits, They would be
adding that directly to the eligibility index of the students -. hich
would have the effect of virtually eliminating every one of those
students,

We have no problem with treating that as a student resource
against the cost of education to insure that we are not overworry-
ing students with Federal funds. but we do not think that students
should unfavorably have taxes added on more heavily.

We also would find some objection to the treatment that has
heen proposed in the alterr’lative proposal of the administration on
assels - .

We agree with the administration that perhaps assets, and par-
teularly home equity, should be looked at, but last year, when we
were working on educational amendments of 1980. at that time we
had recommended updating those particular offsets in, terms of
'ryving to adjust for inflation. The four-step proposal that 1s out-

lined ' the administiation’s alternative in the preamble, it seems

to us. 15 somewhat cumbersome and unuecessary. Not only that,
admuyustratively 1t would be impossible to do for this year, since it
15 my understanding that the multiple data entry forms have al-
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- ready been wrapped up and are ready to go to press and, as such,
there is nu separation on business and farm assets, let alone a sep-
aration of the farm value from the home to the machinery.

The only way you could deal with that is to reject roughly half a
billion of the applicants and send them back to check supplemental
data from families. It seems to me our attempt to simplify this and
reduce paperwork. that that is counter to what we are trying to do.

We would support a proposal of perhaps increasing the current
two system offset, where we provide $25,000 and $50,00Q protec-
tions, and perhaps_increase those for inflation maybe up to $40,000
for a family's home, and maybe $80,000 on business and farms and
continue with the process that has worked before.

I would also underline very importantly the point that Mr.”
Saunders made in his ccmments in regard to the need to separate
the needs assessment on the Pell grants from the campus-based
program. ) .

As you well know, we had worked diligently with you in terms of
trying to develop a single needs analysis system in the educational
anmendments of 1980. Without some explanation or liberalization,
we are reaching a puint where we would be reducing students’ eli-
gibility on campus-based funds as opposed to Pell grants. If we do
not have « Pell grants program that is funded at a level that is rea-
sonable, that would allow for a single system, then it is essential
thdat we separate that, otherwise, we are going to be denying stu-
dents who have legitimate needs for being campus-based assistance.
Another form of budgetary squeeze.

I say that because under the Pell grants schedule we are only
dealing with a portion of the student’s educational costs, and if you
ook at how that schedule has been put together for the last few
yedrs, as we testified before, we aré using actually family size off-
sets that are anywhere from $150,000 to $50,000 below what most
families are paying. We are also forced to deal with a self-deter-
numng cost of acceptance that limits us on such items as room and
buard and buoks and supplies, transportation, personal expenses
that have no relationship to what students are really paying in this
country, and as such, if we use the same schedule, then we would
artificially be imposing price, restrictions and artificially talking
about the family’s needs in terms of what the family is finding.

In essence, I would say to you, Mr. Chairman, that we would ba-
sically also support you on the idea that the appropriation level
that has been proposed by the administration, that this family con-
tribution schedule is inadequate, tremendously low. We would sup-
port authorizing $2.65 billion in the Reconciliation Act as a more
reasunable figure, and feel that has already greatly restricted the
program.

Second, we would continue the needs of the Pell grants program, |
with slight modification in light of timing. |

Qne change we would support alung that line would be to per- |
haps Tovk at the development and the implementation of a linear |
reduction formula that would be fair, to avoid the potential disloca-
tion of funds that would eccur if, in fact, we used the language that
is in the current law. ’
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And last, but not least, we could encourage and endorse the
administration’s proposal of separatirig the campus-based needs
analysis to the Pell grants that is contained in this schedule.

I thank you very much for the opportunity to be here.

[The prepared statement of Dr. Martin follows:]
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PREPARED STATEMENT OF A. DALLAS MARTIN, Jr, EXECUTIVE DirECTOR, NATIONAL
ASSOCIATION OF STUDENT FINANCIAL AIp ADMINISTRATORS

My, Chairman, we sincerely apprecCiate tﬁe opportunity N
to appear before you and the members of the Subcommittee
today to dis¢uss the NPRM which was submitted to Congress by
the Department of £ducation and published on October 16,

1981 1n the federal Register, COvering the Family Lontribution
§chedu3es for tne Pell Grant and Campus-Based student ard
programs. *

Unfortunately, we regret that this meeting could not
nave occurred a month and a half ago, since-that 1S when the
Rkigt Recontxl1a€§on act mandated that these schedules be
submitte! to Corgress for your consideration We also
realize tithit nost of the delays nave not been the fault of
the per.ornel within the Education Department, but ratner
due to d1SCussions tnat nave been oCcurring within the
0ffice of Management and Budget However, 1t 1S precisely
vecause of this delay in submission, that all of us are now
faced with a difficult set of circumstances that will erther
require wmmediate action by the Congress to specify the

B
schedules and conditions far determining student awerds for
the 15:2-83 ~u4ard year, or run the risk of agarn cresting a
majnr delay in tne student aid delivery s,-tem,

A¢ most rembers of tms Committee inOW, i the past
nine sears the Pell Grant program has become tne cornerstone
cf tne student aird programs, and as su.r, 1t 1 absolutely
esdential that accurate and timely inforn&tion about tne
prograrm be dr meminated n early fall to students and
families so tney can begin to maxe their educational plans

with some certainty fo the coming year.

-
4
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Even as we now speak, throughout this couatry hygh
school cBunselors, admissions personnel and financial aid
administrators are conducting college day and night programs
which are designed to assist students and parents in obtaining
information on how to apply for financial ad and admissions
at the séhools of their choice. Unfortunately, the information
berng disseminated s incomplete becanuse decisions regarding
student aid funding, and Pell Grant awards in particular,
have not yet been decided for the upcoming academic year.
Therefore, it 1s essential that we reach closure on this
matter as soon as possible, so that everyone can proceed
with some certainty as to what level of funding will be
avarlabdble and who w11l be eligible for the program. As such
we must oppose the alternatives that have been advanced 1in
the October 16th, Notice of Proposed Rulemaking.

jhe proposed schedule 15 based on a revised Administration
budget proposal of $2.187 billion, which is $463 million
iower than the level authorized in the‘Omnwbus Budget
Reconciitation Act of 1981. Thiec Jower figure, 1f adopted,
2111 erther: {1} impose a series of taxation rates upon
discretionary income that will climinate from eligabiinty
all of tnose moderate income families that were assisted by
the passage of the M ddle Income Studen. Assistance Act, or
(2) require a number of statutory changes that will treat
mary students and families differently than they are be.ng
treated now. These chinges are dcsxgnéd to simply hold down

program expenditures by refusing to accept the true costs of

~N
.
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education that must be met and by Bretendung that 1nflation
doesn't exist.

Therefore, we would strongly encourage you to: (1)
support the autnorization level of $2.65 biilion whiCh was
contained 1n the Omnibus Budget Reconciliation Act; (2)
continue the existing Pell Grant Need Analysais system'for
another year with ohly sone minor modifications; and, (3)
support the Admimistration's proposal to separate the
campus-based need analysis system from the ®ligibilaty
determination for Pell Grants by continuing the Secretary's
authority to establish annual benchmark figures for use 11n
appraising need analysis systems.

8y followirg these <teps. we feel that students wtll be
better served, and that there wi1ll be less disruption to the
delivery system,

Addi1tionaliy, we do support some of the technical
changes that have been proposed by the Department of tducation
and feel that these tssue, shouid be addressed.

for example, we would support the Administration's
contention that student assets should continue to be assessed
at a higher rate than these of the parents with ne reserve,
and that the g,sessment of income and assets of married
1pdependent students with no dependents other than the
spouse snould be simil«r to the tyeatment used for a single

indefendent student

'

We also suoport the concept of 1nCluding sone portion

nf home equity among assessable assets. e woula not,
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however, support the asset treatment proposed by the Administr-

ation. Currently, the Pell Grant formula provides an asset

protection allowance for all families up to $25,000 and an N
allowance up to $50,000 for-farm or business owners. The
Education Amendmgnts of 1980 amended this section and
exeluded from cdésideratlon a family's home equity. While
we d0 not expect most families to obtain a second mortgage
on their home to help finance their children's education, we
do feel that such an asset should be considered when trying
to rank students as to who has the greatest financial need.
Therefore, we had recommended at the time the Education
Amendments® of 1980 were belng/drafted that the asset protection
allowances be increased to take 'nto accourt the impact qf
inflation upon all assets.

As such, we had recomme;ded that the $25,000 asset pro-
tection ailowance be increased to $40,000 and that the
550,000 exclusion on farm and business assets be raised to
$80,000 We st11] would support this change as opposed to

tne proposal being suggested by the Administration. The

Administration's proposal would reduce the asset protection

allowance for non-homeowners from $25,000 to $8,000, thus
Creatirc a much higher expectation on these families than s
now expected and thus either reducing or eliminating from
eligibility many students from families that reside tn
apartrents or rental units., The Adninistration's proposal

would also require farm fam111e§ to differentiate between

those assets which are related to the value of the farm,
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, .
E \
versus those that are related to the value of farm machinery '

o
or equipment. Since the application forms have already been

. approved for the 1982-83 %choo\ year and are currently being

orinted and drstributed, the only way thi1s change could be

accomplished 15 to rejyect the'app\IcatIOns for all farm and

pusiness owners and go back to them for suppleménta\ data.

Jdhen we are trying to improve the timing of the delivery

sysien, and reduce the amount of paperwork involved, 1t

jould seem that such an approach 1S nighly questionable and

1

5 1
would affect about 470,000 anplicants.

Therefore, we would suggest that simply 1ncreasing the

curren* asset protection levels and using the same procedure

that s now 1n effect would be a better way to handle this

yssue. wWe would also disagree with the Administration’s

veterans and Social Security tducational benefits,

treatment of
while we agree that such penefits should be taken into

consideration to avoid the potentval that 2 s~tudent could -
. to

nave an overaward of federal benecfits, the approach suggested

the Administration would add these benefits, dollar for

"

by

doliar, to tne student's Eligibilaty Index. Thus, for all

practical purposes making 1t impossible for any of these

students to Gualify for a Pell Grant. We wouid suggest that
tnese bencrits erther be included as 2 student resource and

appited against the cost-of-attendance, as 1s currently

betng done .n the G(SL program; or factored in at 50 of

therr value against the student's Eligibility Index, recngnizing

that the Pell Grant »rogram only attempts to provide up to
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one-half of a student's coest-of-attendance and that other
benefits and student resources should be used to make upo.the
remaining amount. The effects of these variqus alternatives
1S shown 1n fthe chart attached to our formél written testimony,

We are also disappointed that the *A¢ministration's
Proposal fails to recognize any of the changes 1n the coct- ;
of-attendance provisions contained 1n the Educ;tlon Amendments
of 1980 and 1s again seeking a deferral of these items.

#
As we have stated before this Subcommittee on previous

0ccassions, the "costs” that are allowed for determining a
Pell Grant Award are artificially imposed to hold down

program expenditures, ’

The current cost of attendance regulations for pell
Qvants restricts costs for books, supplies, transportation
and myscellaneous and personal expenses to $400 per year for
all students regardless of where they are going to school or

. therr acadermic prograﬁ of study. By comparison, these costs
average petween $950 to 31400 per)year at most schools,

Ir adaition, the Pell Grant cost of attendence reculations
restract room and board allowancés to $1100 per yeer for any
student who 1s not residing in institutionally QWAod or
operated housing, tnus, discriminating against these students
wro are forced to live off-campus or .n the cormuntty
further, allowances for expenses reasonably ncurred for
Chald care and cost related to a handicap are not considered
nothe current Pell Grant cost of attendance, Theretore, ¢

all studert<' "true costs of attendance" are autonatically

O
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underestimated between $300 and $2500 1n the Pell Grant
budget:

The Education Amendments of 1880 changed these 1neguities;
however, the Administratior withdrew the revised cost of
attendance regu]atioﬁs which were published January 21, 1981'

in the Federal Register and has now stated in their [{PRM

that they are “considering a rule which will more accurately
reflect living expenses directly related to the cost of
postseconddyy edutation.” ‘

Given the fact that this NPRM 1s be'ng used to advance
a budget request for Pell Grants that ., below current
authorizations levels, we do not nold much hope that any
"new rule" advanced by the Administration on cost o€ attendance

b
w111 address the current 1hequities and, thus, increase

program outlays. N

lievertheless, something needs to be done to at least
nominally increase the cost allowances. If we are not going
to recognize “real" educational costs 1n the program and are
going to continue to hold down program expenditures by
supporting these "contrived" costs, then perhaps we should
at least adopt some standard allowance that could be applied
fairly to all students and stop discriminating against those
students who are required to live off-campus, and therefore,
are deniled equal! treatment compared to their co'leagues who
live 1n instytutionally owned or controlled housing.

Another 1tem that 1s worthy of comment 15 the way in

which the NPRM glosses over the updating of the Family Size

.
‘
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indec<. Their proposal states, “This year, as n the past,

|
|
0ffsels to acceunt for the incredse in the consumer pFice , - ‘

the Famsly Size Offsets have been inCreased to account for

tre affoects cf inflation..

N Tnrs 1s absolutely false, since the Admimigtration did
not update the Family Sive Offséts last year. Members of

. tris Committee will recall that on March 15, 1981, the
Aaministratior withdres the o/ fsets that were proposed for
the 1831-82 system, and rerssued the schedule using the Sane
frjures that were used for tne 1980-81 system

Trerer sre, the figures that ar2 proposed by the Ad-

C1nistrdtren are understated saince y wére not adjusted
lurt sear, and are octually lower than what the schedules
srould rave been n 1981-42.

Tne following chart shows tne differences 1n the offsets

Setween ahat tney shouid have been and what 1s bein) proposed. .
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- FAMILY SIZE OFFSET COMPARISON FOR OEPENDENT STUDENTS
i A¢minisiration’s Admemistration's mmitial FY 81
flumdber of Initye) FY 81 Revised fY 3} _ Proposed FY 82 Qffsets Updated
famle vempers Cfrsets  Otfsets o Oftsels _for £y L%
2 5,650 5,000 5.500 6,200
3 6,80 6.050 6.650 7,450
+ ‘ 8,650 7.700 8,450 ~ 9,500
5 10,200 9,050 9,95¢ 11,200
é 11,990 10,250 11,250 12.7;;(‘
7 12 802 11,350 ' 12,500 14,057
- 14,15 12,550 13.750 15,55
4 18,55 13,750 15,000 17,050
12 [J 2 14,890 16,250 16,350

taratigg froe affyets incredsed by 9 8 rounded to nearest $50

Ou
"
The €inal 1ter we w0uld Tike to addre<s anvolves the
neey v Tar* €y the rateabie redu. tron language contained tn
Carrent lawm The 1nTent of Lho."dhnt?(‘ reduction lanquage
2 15 t4 pragide Loee e,ultab e means ot reducing a student's
e - awart 1n any gear in «hign funding 1s not sufricrent to
i tuldy ket Lnat o oanourt Adirtignalty, the atent of th
- ceLtron 1, o prgtect tho ¢ students who have the qreates?
toet Firge Currortly, tnere see~s tou be a differerce an
‘ mtvr‘pr:ravwn seer tow the riteable reduction lancuaje 1.
to be dpplred < Therwf e, e would sugye .t trat thiy
]
§
S -
B .
o ’
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"section be revised and that new language be adopted which

would establish a4 simple Ilpear reduction formula that can
be used 1f necessary to reduce entitlements. The advantage
of such an approach 1s that 1t will eliminate the step
functions that now exist 1n the current language and will
2lso eliminate any inequity that occu's when you Swmply
reduce all student awards by a flat peréentage regardless of
the student's need. We will be happy to work with your
staff in developing this language 1f you decide to make this
change.

In surmary, Mr. Chairman, we urge you and the Subcommittee
members to give serious consideration to the suggestions
which we have made and hope that steps can be immedrately
*aker to help finalize the Pell Grant Family Contribption
Schedule for next year. As always we apprecrate the'opportunnty
to appear before you and wéuld offer any assistance to you

that we ¢an provide.




ERIC

Aruitoxt provided by Eic:

49

Effect of Aaministratton’s Proposal for Treatment of
Socral Security and Veterans Benefits Compared With
Alternative Proposal

4

Iaitiasl Cost Revised
Ehgibality of Initial, Ehigibility, Revised
index €ducation Grant Index ___° Grant _
0 $ 1,000 § 4R 2000 0
0 2,500 1,182 2000 0
[1} 4,000 1,670 2000 0
' 500 1,000 432 2500 0
500 2,50 1,182 2500 0
$C0 4,000 1,196 2500 0
1000 1,060 0 3000 0
1000 3 3600 698 3000 0
1600 4,000 696 3000 0
1500 1,000 © [ I 3500 0
1500 2,50 196 3500 0
1500 4,000 196 3500 0
11981.82 Pajent Schedule .
2 Assumes SO0 of educational benmefits
£ligabilagy Inden = O Change
initial Educatronal  Total Alternative
Cost of tducatyon  Grant_  Bemefat - fud  Proposal
$ 1,005 $ 432 $ 2,000 $ 2,432 § -432
2,500 1,182 2,000 3,182 -682
4,00 1.670 2,000 3,670 0
Eligibe ity Index + 507
$ 1,00 § 432 $ 2,000 $ 2,432 § -332
2,508 1,182 2,000 3,82 -687
4,0C0 1,196 2,000 3,186 0
Eligadilaty Incex - 1700
» 81,000 9 $ 2,000 $ 2,000 0
2,540 €96 2,000 2,696 -196 '
4,000 £96 2,000 2,696 0
Elagap) by Indes 1500
$ 1.000 O 2,000 2,000 0
2,500 196 2,000 2,196 0
4,000 156 2,000 2,196 0
R
vV

Change
Grant

§ =432
-1,182
-1.670
=432
-1,182
-1,196
-696
-696
-696

-196
=196

i Grant
Admwmistration
Proposal . _

§ -3
-1,182
-1,670

§ 432
-1,187
-1,19¢

-696
-£96

-19¢€
-196
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Senator Pert. Thank you very much, indeed, Dr. Martin. I am
very grateful, too, for Dr. Elmendorf staying on. I thought perhaps
we fould be educated better, if we had more of a djalog back and
forth.

As we move along now, you can disagree with any of the state-
ments that are made. I would hope you would chime’in. We are all
from a different position, but we are all for the same objective,
which is the maximum possible education of the Nation's young-
sters And Dr Elmendor{ has certain restrictions and limitations
which he cannot protest because he has to work within and do his
best You have the luxury of having no restrictions, Mr Saunders
and Dr Martin, and we have some restrictions, that is, trying to
get reelected. -

As I understand it, in connection with the Pell grants, last year
the assessment rate was 10 percent. Under the administration’s
proposal without legislative changes, it is 40 percent. This may be a
rather vigorous way, a painfui way, of the administration trying to
get its legislative proposal to pass.

If they are passed, then as I understand it, it is 11 percent for
the first 35,000 13 percent from 5 and 10, 18 percent from 10 to 15,
and 25 percent above 15. Is that correct?

Dr. ELMENDORF. Yes, sir. That would be correct.

Senator Per. Now, in connection with the application forms,
have they already been printed?

Df. ELMENDORF. A majority of them have been, yes, sir.

Senator Perl. Have they been printed based on the old legisla-
tion or the legislation that you are proposing? .
Dr Evrmenpors. They have been on the old law, with the dat
collection intent, trying to collect ard capture as much information
that would be needed as a part of the newly processed jegislative

requirements.

Mr Martin makes the point that there is one piece that is not on
there which deals with the separation of farm assets and business
assets That is correct.

We have looked at the number of applicants that would be affect-
ed by that It is approximately 7 percent of the applicant pool

Ve feel that we could, without disrupting a majority of the pool,
collect the necessary information for farm assets and business
assets in that population.

Serator PELL To collect that information, wouldn't it involve ac-
tually writing a letter to each one of those individuals and saying
“please submit this further information”? .

Dr ELmeNpore I cannot give you the specific details, but Mr.
Vignone. who is our chief, Pell grants program, in charse of that
program—— :

Senator PeLL. Could you identify yourself?

Mr VieyonNE | am Joseph Vignone, Chief, Pell grants, Policy/
Analysis Branch.

One possible way that we have been considering is to utilize the
mechanisms, the eligibility report; that is, if the value is recording
that data field. we would suppress computation, the eligibility
index. until we sant the students—endorse delivery reports to sepa-
rate the value of the categories, farm, business, the machine parts,
and then at that point when the students submitted a correction,
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we would then issue the eligibility reports with the eligibility index
separate. . -

Senator: PELL. Do you have a book with you, a copy of the form
that is being printed?

Mr. VIGNONE. Yes.

Senater-PzLL. Do you have it with you?

Mr. VIGNONE. Yes.

Senator PeLL. Could I see it? And if I could insert it in the record
at this point, too, without objection.

[The following was received for the record:]




* Application for -

Finet 9fas

DRAFT .

Federal Sudent Aid

(1982:1983 School Year)

(Replaces the Basic Grant Application Form)

{__What Is This Application For?
3pplying for financial aid 10 ive stuGent assistance pro-
grams otterec by the U'S Debartment of Education These
progeams can belp you pay 1or most kinds of ecucation
after hIGh 3¢7 301, wlether you are aitendinG 3 Plofes
$10n31 SCHOOI & YOCATIONA! Of 16CAMCAT SChoOl, Of Colloge
This apglication s for Federal tinancial.aid fo¢ the 1982-83
3choos yoor Dury 1 1562—Juna 30 198%) )

The infofMation on this £3ge will answer 30me of your
Questions ao0ut these five DIOQIamS The instructions will
tell you what information you have tc provice on the form
11 you have any questions after you have read the instruc-
tions talk to your high 3chool counselot of the tingncial
2td AQMINISIIALOT &1 Ihe ICHOO! YOU want 10 attanc

You can use the torm in this Dookiet &s the first step in

students who &7e Q0Ing 0 3Choo! at least helf tima After
yOu 183ve SChOOL YOU must pay this money back.

- Who c-;n Goet Ald Frz;r;l T;aso .
Faderal Financial Ald Programs?

To recoive financial 810 1rom these PrOJIamMS, yOU must

* bealS citizen or an eligidle noncitizen

Rave Tinanciaineed (The U S Department of Education
) and your $¢hool wilt use the information you put on

! s fo¢m 10 Gatermine your need )

' attend a schooi 1hat takes part in one or more of the

| programs -

* be anrolled and working toward a dngroo, of cortif‘cate

| What Are The Five
Federal Financlal Aid Programs? .

== Pell Grants (formerly calied Basic Grants)

Pell Grants ars awarged 10 students who "eed money 1o
Pay for theur #ducation of tratning aiter high school A Pell
Grant1s nOt 3 ican 30 yOu JON T have 10 Pay 1t Dack To
g6t a Peil Grant, you musl be an underg.aduate who does
not alreacdy have s Bacheior s degree You must aiso go to
3choo! 8t least halt trme
- Suppiemaental Educational Opportunity Brent (SEOG)

An SEOG 1s 3i30 a grant, you'¢on t have 10 pay It back.
Yo get an SEOG ycu must be an undergraduste who does
not aireaCy have 3 Bacheior s degres tisually you must be
Q0Ing 10 SChoo! 8t ioast half time Howevor, Il 3 $Choo!
chooses 1t can award SEOG s 1o 3 Iimited numbder of
students who are j0ss than halt ime
- College Work-Study (CW S)

A CW S j0b iets You earn part ot yout SChool experses
» These ;0Ds are 10 DOIN v ‘dergraduate and graduate

students Usually you must be 30ing 10 SChoo! at least
haitime However, if & 3ChOOI chooses, It can award
CW S jobs 10 & hmited number of stugents who are less
than halt time ’

— Nstionsi Direct Student Loans (KDSL)

NDSL s are low interest loans made through your
3¢hoo! s HinanCidl £1d office Aftor you lesve SChool you
must fecay this money These Ioans are for both
uhdergraduate and graduste siudents who sre going 1o
SChoot at 16ast half ime
- Guaranteed Sludent Loans (GSL)

- A GSL 13 8 low /nterest Kan Mage to you Oy 3 lender
sucn as & bank credit UniON Ot SBvINGS and i0an 4330CIA
tion These 10ans are fOr both undergraduate anc graduate

fanlF &%
sy,

O
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Do All Schools Take Part In These Five
Federal Financlal Aid Programs?

No But mote than 6,500 collages, unwversities, hospital
SChoO!s Of nursing, voCational and tachnical SChools take
part in one oc more ot them Contac! your 3chool’s finan

I clal aid administrator 10 find out which Federal programs
your school participates in Al30 sk about any State or
| private aid tha: might be avalladle

' '

|, What Happens After | Mail In This Form?

Within six weeks after you mail tn trus form, the US
Department of Education wiil send you & Stugent Ald
Report (SAR). On the SAR wiil be & number called & ety
dent skd Index (SAD) We yse 2 formula estedblished Dy law
10 figure this number from the information you give us on
the application

| What Is My Student AId Index (SAI?

——— -

The SAl s & number that tells whelher yOu are eligible
tor a Pell Grant If you! are eligibie the flnancial eid sd-
MInIStERtor 81 your s¢hool wiil use this number 10 deter
mine the amount of your 3ward The iower your SAl is, Ihe
highes your Pell Grart will be This number will siso help
the 1 &l

whether of not
you are aligible 10r 810 trom the SEOG NDSL, and CW S
programs Ever It you don’t Quality foc a Pelt Grant, you
may stiil quality 101 one of more of the other four pro-
grams B sura 1o talk to your 1inancial 219 8Idministrator
10 1ing out if your 3chool needs 31y addiional Information
1rom you for these other four programs

g
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What Ews_ll I_Dpn'l Get An SAR? ot

It you 0on1 get an SAR in o)-x weeks, write 10

Fececal Stusent Al Programs .
PO Box 92508
Loe Anpeies, CA 90009

Giva YOuf haMme acaress, SOCIBI 3ecurity numbder, and
date of Dirth, and ask tos another copy of your SAR Y
your 8d0ress has changed since you sent in your apdlica-
tion, De Sure 10 Orve us bOh yOur oI and your new ad-
ctess

What If My Finsncial Situation Changes?

This aDPLCAtION s3ks MOSIly ADOU! InCOMe and ox
penses for 1981 11 your haancial situation has recently
changed 1or tha worse, you may D¢ adle to tiil out a
Spociat Condit.on Apolication for Federa) Studen! Ald
That apOliCation asks mOstly abOU? tha income #nd ex-
pens ot You $xpect 10 have in 1962 Contact your financial
210 s9ministrator 10 find out More about thz Special Con-
aition Appucation

WARNING. The U.S Department

53

Where Can | Get More Information
On Federal Financial Ald?

This booklist gives you Only a briet summary of the five {
flinancis) alg programs offered by 1he US Department of
Education. Each tinancial 0 program has lts own special
features and P es 10 adk 1o the into
9t 1o your high school counseior Of your

noo!'s Linancisl ald aomintstrator, you can 8180 find out
what each program Otfars and how it 0psiates by reading
the bookist The Student Guide: Five Feders! Fit aciat Ald
Progrems, 1962-83.-

To get 8 free copy, write 1o .

Fecora! Student AfC Programs
Box 84
Washington, DC 20044

DEADLINE: MARCH 15, 1983

We must recelve your torm by Marcn 15, 1983 However,
you should apply as sarly as posaibie. because malling in
your torm fs only the first s1p in appl7ing tor Federal stu
cant ai¢ Schoots often have aarlier deagiines that you
wili hava to meet

of Education can check the information you give on thss farm

ek

, you and/or your patents will

through a process calied valid: if you are

d for

have 10 provide the 1981 U S , State, of local income tax return, the worksheets'in this booklet,
and Other proof thet Your (formation Is correct. S$o it is important that you keep this booklet and
these financul records. If you get Federal student 8id by giving incorrect information, you may

fave 10 pIY it back,

The Prvacy At of 1974 Says that sasch Federal sency thal
28X3 1or yOUT 30CIA! BOCUTITy MLUMbET Of OINEY intarmation
must tall you the foliowing

1 s leGal NGht to a8k for the INIOYMation and whather

e isw says you must give it

what purpose the A0ency D18 In Rsking tor it #nd how
1 wil Do uses
3 what could reppen H you do not grva 1t

Ot el 11ONT 10 recuite That YOU Drovide us with your
$OCIAl HICUNTY Number 101 the Peil Grant ang Guaranteed
Student Loan pvo?wm is based on SeCtion 7 (s) (@) of the
| Pracy Act ot 1974

2

I You Must Qive Us your 20CH1 $8curity number 1o apoly tor e
Pt Granl o 3 Gusranteed Stucent Loan Ve neec the

‘ nuMDer on this 1orm 10 De Sure wa KNOw who you e 1o pre-
€833 yOur BODHCALOR AND O keep track OF your recora in
2GGLON W USe YOur §2Cial Security number in the Peli

| Grent Prog-am In recordng nformation adout you! coliege

! Bitendance ANC DIOQEss, I MBKING DAYMents 10 vOu duwect
Iy in Case your coliege dons not nancle this and tn making

! 3ure That YOU have recaived YOur money It you 80 not Qive
YOuT 30C:81 S8CUTHy number, you will nOt get 8 Peil Gtant or

1 @ Guaranteed Studant Loan

W reques! that you woiuntarity Grve us your SOCIal securify
Aumber 1 yOu 878 USG this 107 ONly 10 8pPly 107 inancial
210 unde 1 College Work Study Naliong Drrect Stucent
Loan enc Suppiements, Educational Oppurtur ty Grant pro-
27Ms We UBE YOuI 1GCIS! SECUIITY NUMDAT IN DrOLessing
you appheation Hytu 90 NOt give Us yOUI SOCIM security
Aumbw yOU 818 fyt HiSQUAIIIed ITOM 1ecevIng LiNBNCIB! 8:0
uncer Ibese thres Srogfams

INFORMATION ON THE PRIVACY ACT AND
USE OF YOUR SOCIAL SECURITY NUMBER

Gur legal nont to ask tor al information excedt your socie!
sacurity number IS based Gn S4Ctions of ne law that
authornizes the Pult Grent, Supplemental Educational Oppor
tunity Grant, Cohegs Work Study, National DireCt Studant
Loan, snd Guarantesd Student Loan Drograms Thase sec
1008 Include sections 411, 4130, 443 , 425, 428 anc 482

. of lh:‘H_t.chol Education AcCt of 1965 a3 amended

1t you epply of intend o appiy for student 4 unger 8ii five
programs you must fill Ln all pasts of the ApplicAtion 1ofm ox
Cent Questions X0, 41, 4 42 However, It 48 1Ot ADDIyINQ
o 0 10 80Py tugent Loan you
nesd ol answer questions 7 and 16 83 weli 83 Questions X0 -~
41, & 42, Finaity, 1 you ara not apolying for 8 Pet Grani oi 8

S ucationat Op Grant, you nesd not
arswer queston 8 83 well a3 30, 41, & 42 1! you 9o rot
Answer Queston 42, we will count yout answer as ‘No” for
that Quastion.

We B3 for 1he infOrMation on the 1O 80 thel we Can Tioure
stusent axd index " The student ard 1n0ex Is used to
hetp Ligute 0yt how much Fcerst financial id you witl get, it
an, 1t you 80 not Orve the reqUUDG Intofmation, you witl not
get any Federdl student finsncial &

We will send yOUr naIme, 2G0resS, SOCIM SaCurly AU
date O brth, student ax3 InGices student stslus yoo
lege anc Stale OF jegal resi0ence to the colisges
QUESHIon 41 even 1T you check “NO' in Question 4.
tormation wil! 8130 0O 10 the Stats schoidrship
rom State of iegel resxience to heip tnem
i 210 programs with Feoera!l student,
Also nloMation may be sent to member JLf Congress It
yOu O yOu' DAZants 83K them to heip wi Fedaral student
210 QUeshons ¥/ May &1s0 use the Ingsrmation tor ln!‘w

posE WNICh 13 & “routing use’ lm7 hppendix B ot 4CFR Sb

for »

-
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INSTRUCTIONS

Asad tha Instructions 83 you M ot this form. Most
Mistaxe3 resut] 1r0m not reading the snstructions
Mistakes may Ceray the processing of your apphcation

The instructions tor this form wlt usually answer qies
tions that you Rave It you need more .ielp contact 2 guid
ance counseio’ al your nigh schoul of the hinancia mc ad
mMinistrator 3l the college vou Plan 15 attencd

Aithuugh Other ceopie (Desides the student who Is applry
NG tor aich) May help till out s form it s ADOUI the st
Gent When we usg.2le words you and your we
8iways maan tre“stucent When we yse the word

Coliege we Mean a college un.wversity gracuate or pro-
tessional, vocational or teshnical $¢noo! or any other
3Choo! beyond high s2hool

Records You Will Need =
Get togetner these recorcs for yoursel! ang your tamily

1981 U S Income tax retutn (IRS Form 1040 of 10404)
1931 State and local Incomme tax returns

W.2 Forms and other records of money earned in 1981
Records of nontaxable insome, such as yetcrans, sociel
SeCurnity, Of weilare benelits

Current Danh statements

Current mongage intormation

Zecoras of medical of ental Dilis *hat were paicd in

98
usiness Ang tarm recoras

Wan't file & tax raturn 1t you Of your Ddrents won t be
tibig « US incOme tax relurn tor 1931 you 1l still neec to
KnOw Row MuCh InCOMe 1t any was earned in 1981

Tax returis not comoleted ye® It you or your parents
ndvent COMpinied 3 1981 US 1ncome tax return but witl
De fiing one use & DI&NK tax return of the worxaheat on
Pages 6 anc 710 nelp you sstimaie what will be on the tax
rqturn If the eClual tax return igures ere difterent

trom what you glve on thus 1orm, you i have to make
correstions tater

Foreign tax return. il you ot your parents tiled (or witl file)
a 1981 1nCOme tax return with a Central govarnnent out
¥iCe the Unitec States, use the information from that tax
returd to bl out this 1orm Convert ail higures to US
Qoiia's If you 0° your parents aiso fiied (or will tile) a U S
InCOMe 1ax rafufn use information feom both the US and
the toreign tax return 10 i out this form

Note Don 1 16001 tunas 1nat you o your parents receme~ a3 an
AwArE under the Distnbyuion ot Judgement Funds ALt of the
iAi33ra Native Cidims Seltiement Act a3 1ncorme of assets Don t
19D0M Dropa‘ty AS AN ASSe! I (a) 't May AOT De 3DIC Of have SOANS
placed agains' i1 wihout the coasent o the Sacretary of l.lenor
Of B3 1% DrOpert; 13 heiC 1n trust fur Y 07 yOur tamily Dy the
US gsovernment

When You Fill Out This Form
U3e 2 pen with biacx of carx ink Cor t use & penci
Pint caretully 30 that your form wi be easy 10 reac
Roung of* figures 1o the nearest oollar

I the nstrultions tell you 1o sxid a Question you ¢an
isave «t biank Otherwise «f a Guestion does not apply 10
you OGNt ieave it piank Put g 2ero0 1N t° e answar space
For exampie N

s O

This booriet ¢Hn1ains two Coptes of Ine lorm Use ore
CODY 35 3 workshee! and then De sure 1o keap 1t 8nc this
DOOXIPT 104 yOUr Own (ACOTCS YOUT SChOOI May ask 10 sme
Your Lopy o' Ihe torm O the worvsheets in the bookiet 1o
maxe syre you ars getting the r.ont amount of aid

5* .

Section A Student’s Information
Write In this 3#ction information adout the student who 15
2pptying 1e* awd

1 Wreite In your (a3t name, tirst oame snc middle initiat
Print caretully For exampie

Williamson ]
Laer

»~

Wrlte in the acdrass where you normally will be
recewing mail i you May be moving, be sure 10 give
Us your permanent mailing address Dont yse the ag
cress of the tinancial a1d otfice or any other otfice at
3 school

Virite 1n your soclal sacunty number Carefultly copy
the number from your social sacurlty cara

Virite tn the date you wete borm. Show the month as a
twoigil number For example, decauss July 1s the
seventh month, you would write “07" i1 the boxes tor
Aonth * Write in a tw0-digit number for the day The
Qifth day of the MoONth wouls be 05 ™ Write in the iast
two numbders of the yedr For exampre, 1954 woutd be
"84 " Theretore, It you were born July 5, 1964, write

0.7~ 10.5) =16 4

©w

-~

Month

»

Write in the two-letter atbrevea‘ion for your State of
iogal resicence Use the Siate adbbrevidtion st below

State Abbreviations

AL " Maeau

AX Adsa waro

A2 Anizona K oo

AR aranens W mbera

CA Cortorms

€U Govemment o KS Kaness
e honnam e
Cerans baangs (A vrene

1T Cormactimn  ME

O Doaess MO Mayiond

O Davici @ A Mestachvsetts O Oregon
Comins Mt Mxmgan

" Foes .. .

A Gaordus MS Mas ssos

GU Guem 0w sovn

H Y0 4 O TOIIINCH 1n ABL IACRBed BOCNA Mot Phe THale A DCAOROLNA
IRaAS 0A0 WTie We AeMe a! The COMTY &7 NMRNY 18 oy Birbca 1Y Loty

6 Ityou are 8 US citizen check box (a) and go on to

Question 7 Check box (b) it you are one of the follow

ing
US national .
U S permanent resident anc you have an Alisn
Registration Receipt Carc {f 151 or 4 551)
Permanent resicent of the Northerr: Maris,
Isiancs
Permanent resioent of the Trust Terntory of the
Pacific 1siands o
Other noncitizen, and you have one of the
tollowing documants from the US tmmigration ang
Naturalization Service

An officiat statement that you have buen granted

4sylumin the US

Arnval Departure Record (1 94) showrng any one

of the foliowing designations

{a) 'Retugee

®) Agjustmant Applicant

{e} “Conaditional Entrant

(@) ‘ingetinile Parote

LR

s




it you cannot chech DOX (3) 0 (D) yOu must eheck tox
(C3 1t yOu SnaCh (2}, yOu Ganno* Get Federal student
ae 1tyou are mn tne US on onty an F1or F2 sfudent
viSa OF ONly & J1 Of J2 exchange viSi0r visa, yOu San-
not Qet Federat student 810

Cneck your yeat in College from Ju'y 1 1962 to June
30 1983 Cthecx only one DOx -

Chneck “No™ it you 80 not have a Bacheior's Cegree
200 YOU wili DO have one Dy July T 1582

Chocr “Yes ' It you will have a Bachelor s degree Dv
Juty 1 1832 Also check “Yes” If you will have 8
degree 1Gm 8 universily in anOthes Country that is
equil to 2 Bathe(or's Gegree

Check the box for youf cufrent mantal status

Write i6 the numbet of Jependent Shildren you have
it you have no depenaent chilcien write 1n 0",

~

o o

J

Section B Student's Status

When we say “parents’ in Section B of the fofm we mean

YOUr MO andlior father, O* yOur aC 2 tive parents In
SOMe Cases we Mean & legal guardian who has been ap
donted Dy a court Ve don’t_mean foster pafents anc to
th.s Section we don t mean siepparents (But fater in the
instructions we wili teli you 1 info*ma*ton about your
stepparent is (eQuirec )

Betore you answe" questions t1 12 and 13, read the

descriptions telow ang chechk the dox next to the one that

15 true ‘O you
2 Your psrents are doth iwwvy a0 married 10 sach
otber Answer the questions in Secnion B about them

Z Your parents are divorced of separated Answer the
Questons it Section B adout the parent you fived
wilh mos* in tne last '2 months For example It you
lived with you* mother most answe: Questions 11 12
ang 13 about her and not a%0Ut vour tather

I you cign t iive with @itner parent of you lived with
0ach parent an eqQua number O days answer the

GQuesTions in Saction B abou? the parent who Droviced

the Greater amount ©* >udport 1o you in the last 12
months (Suppor Intludes money Gifts loans, hous
ing tood clothes, car medical ang Cental care pay
ment of colisge costs etc)

Vour_ parent is widowad o single AnSwer the Gues
100s 10 Section B about vour widowed o singie
parent

Z Your parents are both Gead anc you €Ot nave an
J00DUve parent of 2 lepal Quargian Arswer No to
a1 quesions in Section B anc 11l in the Jray shaded
4145 on the 16s? of thrs torm

~ You have s legal guardian Arswe: the Quastions in
Sect:or B adout your 1egal guardiar Thisis onty 2
DerS0r whom & Cour® NAS (a, a0DOINteC to De your
165a: Guardian and (D) directed 10 SUSDO™ you with
fits ot hef own finantiar resoutces

You »r¢ a ward of the court Ansaer NO 10 ali Ques
1izns 11 Section B ang filoir the Gray Shaced areus
on the rest of this form

HOw answei Guestions 11 12 and 13 D8sed on whiCh box

You LheCxe, Answer 3 three guestiuns hur both 1981 ene

*982 1! you ledve any answer Diank we wil count il 85
Yes
~

“\—@v

11 It you lived in your Parents home for more tnan Six
weers (a tolal of 42 Gays) in 18581 O you will in 1982,
you must answer “Yes  YOu must answer 'Yes even
1f vDu pay you! parents 10r 10om and boare

12 1f your parents Claimed you On their US income 1ax
return tor 1981, 0f it they wili Claim you for 1982, you
must anSwer Yes'

13 1t yous parents gave you more than $250 wortn ot sup-
portin 1881, o¢ 11 they will do 50 1n 188] yOu must
answer “Yes {Support InCicces money Gifts loans
nousIng, 10cC Clothes Cal, medicat angd gental Cate,
payment of coleQe COsts eic}

Important Instnuctions for Sections C, D, & E

11 you are mamed At the time yo. are hilhng put this torm
consider yoursei! married tof the Durdose of deCiding
whuch aress of the form you r1ust fili out

Unmarmied students. (Singit separated divorcec ot
widOwed)

It you answerec 'Yes to any 0* the guestions ir
Section B you must fill in the red shacec areas on
the torm with Information about you’ parents in
Section C, answer Questions 14 18 in Section D
give financial information about vour parents fof
Questions 2130 but be sure 10 answer questions
31 ano 32 apout youisel! In Section E give finan
cial intormation about your Parents Dont tilt in
the gray shaced areas

I you answereg “NO to #ll six questions in Sec
tion 8, you must ili 1n the gray shaged areas on
the form with information about yoursel! In Sec
tion C answec Guestions 19 and 20 In Sectior ©
give Tinancial 'niormation about yoursell, but doa't
answer questions 31 and 32 in Section E give
financCiai information adbout yoursei! Dont t ir
the rec shaded sreas

Married students

- It you snswereC “Yes 1o eny 0f the guestions In
Section B 10f 1he year 1982 you mus? tili 11 the
red shadvd areds on the form with intormation
about your parents [a Section C aaswer guestions
14 18 1n Section D give financial information
adbout your parents 10r Questions 21 30 bu! be sure
to answe: guestions 31 anc 37 about yourselt in
Sestion € give tinancial informat on aboul vour
pasents Don't bl in the gray shaded areas

It you answerecd No to all three questions 1n Sec
tion B 10r the year 1982 you must il in the Qsay
shaded afeas on the form with Intormatico 1 abou
yourself and your spouse (your husband or wife} In
Section C answer Questions 18 anZ 20 In Section
0 give tinancial information abuut yoursel! ang

your spouse Don t answes questions 3t ang 32 In “

Section € give hnancidl informaticn adbout yourself
anc your spouse Don t 1l tn the reC shaced areas




Q
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Aruitoxt provided by Eic:
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Section C  Household Information

Parents' Intormation—red areas

FHI in this sectnn with snformation about you! parents

It your parents sre $eparaied of divoiced, of If your perent
is widowsd o singie Give information Caly 3DOUI the
Darent that you countec in Section B If that parent has
Marned < IRmamed road the next Paragragh

it you have & slepparent If the parent that you countec 10
Section 8 nas 1°3med O remaried you must 8iso include
InfOrMation sdout your Siepparent 11 either

o you lived with yout SleSfarent {and parent) for more
than $1x weexs (2 to1al 1 42 cays) in 1981, or will in
1982,

or

* vou GOt Of wili get more than $750 1n suPO1n trem your

Slepparent in 1981 or 1982
It you are teporting 2DOut your PO
note that whenever we Say ~Darents™ on the rest of this
fOrM, we 3i30 Mean your stepparent

14.Chock the box 107 your Parents Current mantal
«status

Show the Current marila status of the pecdie that
you give information about on this form For exampie,
if you mus? Give information adout your mother and
Steplather CheCx the DOx that 3ay$ ‘marnec
DeZause your mother ang stepfather are mamed

15 Write in the two-ietter aodeeviation 100 your Darents
State of egai resicence See the st of State sodrev
auors on cage 3

16. write :n 1he age of your Older parent

17.Write |n the number of people that yOur parents wilt
support Detween July 1 1982 and June 30, 1983 In-
ctude your parenis ynursell, and youf parents Other
cepencent chukren if you (the student) have depen
dent Children 2130 InCiude them Include other pecple
Oniy It they now live «.th 8nd get more than half of
thr suDpOrt HOM your Darents and will continue 1O
et this syppont between July 1, 1982 and June 30,
1983 O0n 1 inciude your (the Student s) spouse

18, Write in tha number Ot peopte from Question 37, sn-
Cluthing YOUrsell, who will de g0.ng 10 collage or other
SChools DEYONS the Migh SChoOI Ievel Netween July |
1982 and June 30, 1983 To be includec here each
Stuoent must be enroiled &t least hall ime Half time

“Mmeans the stuoent Is taxing st least 6 credit hours
per term 1t the $ChOOI uses CIOCK hours, Ihe student
Must be attencing &° least 12 C10Ck ROUrS per week

Student's (& spouse's) information—
gray shaded treas

Fill In thys 3€Ct:0n with InfOrmation about yourselt(anc
yout 3pouse) H you are divorced of sedarated, don tin yz
Clude inforMAtICn adout yOur $pOUsSe

19. Write 1n the numbesr O pecpie that you (and your
SPOUS®) wili SUDPOTt Datween July 1 1982 ang Juhe
30 1983 tnclude yourse: y~ue 3pOUse and yolr
Gependont chicren InCiude v * PEGDIe Oniy if they
NOw live with anc get more the It of theur support
from you (and your spouse) snc continue 10 get
this su~pcrt Detween Juiy 1 1982 and June 30, 1983

-
<
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20 Wrile 1n the numbar of people trom Guestion 19 1n
cluding yourself, who will be Qoing 10 Cllege o7 Other
3¢hoots beyond the bigh SChool ievet Delween July 1,
1982 and June 30, 1983 To be inCluced hare, ¢ash
stucent must e entolled at least hal‘ ime Half ime
means the student Is tacing 8t least & crecit hours
per term If the coilege uses CIOCK hours the student
must be attending 8t least 12 C10CK ROUTS per week

Section D _Income and Expense Information

it your parents tiled or will file 2 1981 U S Income tax
return, fill tn the answers 1n this SeCLion USInG your
parents 1981 US income tax retuin (IRS Form 1040 o
10404) o1 other iNANCI31 reCOrds Make Sure yOu Inswer
all of ine Questions 1n the 36ClON marked “TAX FILERS
ONLY. I you are giving infOrmation for Only One parent,
and that sarent tiled (OF witi hle) a joinl tax return for
1881, grve Only that patent’s 10n Of the \ncome 8nd ex-
penses askec f0r in Guestions 22 26 Answer questions 31
_8nd 32 adbout yourselt - .
1f your parents did not s6d wili not file 1981 U'S Income
tax refurfl, SKip GuestionNs 21-25, and answer Ques 10ns
2630, using yOur parents hiNancial records The kinds of
16C0ciS we mean ar9° Statements Olincome that your
patents earned in 3981 8na statements of nontaxadle in
come that your parents got in 1981 liike s0C1al secunty
disabilily, 4nd weltare benefits) Answer Guestions 31 and .
32 sbout yoursett

it you (an¢ your spouse) filed of wiil tile 2 198t US -
come tax raturiy fill 1n the answers in this seclion LdiINg
your (and your 3POusa 5] 1981 U S (naeme tax retus~ (19€
Form 1040 o 10404) or other financial 16¢ords Make sure
you snswe? all of the questions In the 58Ction marned
“TAX FILERS OMLY 1f yOu are divorced, separatsd, wr

- wigowed, and you filed {Or will file} a jOint tax return 1or
1581, give only your portion of the 1fCOME anc expenses
asked fof in queslions 2226 Dont answer Questions 30,
31, and 32
1t you (and your spousse) did not and will nol tile & 1981
US income tax return, Skip Questions 21-25, and answer
Questions 2629 using your (8nd your Spouse’Sy inancial
records The kinds of records we mean are statements of
Income that you (and your Spouse) earnec 1n 1981 and
statements 0! nontaxabdle INcome that you (and your
$POuse) QO In 1981 (like SOT18! Security Cisability, and
wellsre benetits) Don't snswer guestions 30 31, and 3

21, Tax return figures

be on the tax feturn Use a Dlank 1981 US income
tax return tO heip yOu answer these Questions Use
the worksneet on page 6 1o figure Out yC.ur answer f0r

|| Chneck t~2 box that says from a completed return ot
question 23

the 1981 U S income tax return has been lilleg Sut
For Questions 22 through 2% yOu shouid copy the
answers from the tax return
Check the box that says “estimated’ if the 1981 1n
come tax return has not been filiec out For Questions
22 through 25 you must wnitgin the higures that will
Important’ .
Whnen figuning your incOme con ! InCiudée any €aTnings
from student tinancial 316 programs such as Colinge
Work Study if a numbe: that you copy from a US income
tax return incluges Such 8arnings, subtract them defore
you wnite 1 that number
22.Total number Of exemptions for 1881

l Write in tha number f1om Form 1040 line 6¢ of 10404
hne §




-

23. incoms for 1931 from U.S tax return

It 8 US income tax retumn tor 1931 has been com-
pieted, write in the number trom Form 1040 line 31 of
10404, fine 10

1t 8 US income tax teturn 10t 1981 Nas not been com-
plaled, use the wolksheet Detow

Worksheet for question 23,

WAgS. $410708 1OL, O1C

{
-: (DORY Iciude stucent fnancis! &) 3, L
I I00reL1 940 GWIOWND INKOMe e IRS BrCvaOn o 20
l OUNY LATADIS SN (AN 190PeS Dusness .
70 ferm acome Lapiel Qane Deracne an
P ] . -}
A4 8 0 U ~umbens IR e COMMA . ©
BubIEC! SAY SAABIMENtS 10 NCOME (MOVIRG 81
' Dusrees STDSNSSS DAYMENTS
10 1AL an0 KBOGh SCOUNTS IANES! Denaity On
| sony wnncrowsi of samnge smony pass, 840 I~
COme racoved tor 00 o 3 -
Tras m your Bns e I Question 23 TOTAL 8 g

8. US incoma tax paid tor 1981

Write 10 the numbet 1tom Form 1040, line 47 ot *040A;
line 152 Maxe sure this number doesn’t InClude any
FICA, sotf-emmoyment, or Oihar taxes Dont ¢opy the
amount of "Feders! Income tax withhels* from a W2
Fotm

b. State and local income taxes psid for 1081

Write in the 10ts] AMount Of State and Ic<al income
taxes sctusily paid for 1981 This s the amount with
nheid minus any refund, of the amount withheid plus
any scditional amount due Don't count sales, proper
ty, Of any Other taxes that are NOL taxes on InCome

temizes deductions for 1981

Write 1 the number from Form 1040, Scheduls A, hne
39 1f ceductions wate not itermizec or If & FOrm 1040A
was lilec, write in “0 " (Business or tarm owner don't
138 rrumbers from Sche Jult COCF )

Incoms sarned from work In 1981

WrTt8 1n the amount Of IncOMMe earned from work in
1981 by (8) your tether and (b) your mother

1 you skipped questions 21 through 25, inciude your
parents’ earn ngs trom work in 1831

1t you snswered questions 21 through 25, Include the
“Wagaes, sélsnes, tips et " from your parants Formr
1040, hine 7 ot 1040A, hine 7 It your parents own &
Dusiness of 1arm, 2130 80d In the numbers from Form
1040 tnes 11 anc 18

Write in the amount Of income earned oM wotk in
1581 by (8) YOu anc (D) your spouse

1t you skipped questions 21 through 25, Inciude your
(and your Spouse’s) 8arnings from wom in 1981

1t YOu answered questiona 2 hrough 25. inciude the
*Wages salaries, 1ips, 1 ” {rom your (end your
snouse 3) Form uuo fine 7 OF 1040A, ine 7 1t you (Or
YOUT 3DOUSE) OWN B DUSINGSS Of larm. 2130 8¢d in the
numbers ftom Form 1040, ines 11 ana 18

57
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Other income and benetits for 1981
Socia! security benafits lor 1981

Write In the amount Of $0Ctal security beaelits (in
ctuding Supplemental Secunty Income) that your
parents got in 1981 Be sure 10 include the amounts
that your patents Ot for thair children uncer age 18
But don't include yout bensfits, even If they «re pant
of your parents’ s0Cia) security check

l This Question Goes noY apdly 10 you Go on to 27b

o

o

Ald 10 Familiss with Dependent Children
(AFDC or ADC) tor 1381

Write in the 10tal amount of benetits that your
parents got in 1981 from Alg to Families with Depen
cent Chiloran (These are usually called either AFDC
or ADC benetits)

Write In the 10tal amount of benetits that you (and
yout spouse) got in 1981 from Ald 10 Familiex with
Ospencent Chikdren (These are usually carled either
AFDC or ADC benetits)

All other Income and benafits tor 1981

Add up YOUur parents’ Other IncCme and benetits for
1981 Use the workshest be'ow

Add up your (and your spoLse’s) Other income and
denefits 10r 1981 Use the worksheet below

~,
| kY
Wottsheot for question 27¢
C-N UOPON recetred 3_ 0
Weitere Hite xoept AFDS or ADC) - 00
nciude say
smount thet ) . 00
Ranroad Retwement Benelits . (]
ety Income . 00
(0rans DONALLS G1CEDE SO stON Sl DeRetTE
o 8100 & Dependency end
Incermiity CrmpeATIHON (O1C) Denetits ) - 00
079t 0N tau-tree Donds . 00
1R 1ntereat pnd Stvidenc arthusion . 0
Unlsxed portion Of penseons & copt 8l gains - 22}
HOuBIRG 100C & Other hving Biowancas 107
minery clergy & OUhers (InChde COBh Bayments
480 cash vaive Of benetite) . 0
Anry OTher 1ncome and Denefits (Don't inukuoe the
17008 hte0 bwicre ) -
Trve 4 yOur Snewer K Quesuon 2Tc TOTAL 3 00
marm
Dont inchae
Any IncOMe reponda in quUstone 23 264 400 0 ang 218 snd b
Money trom 9rucem TRBACE! 818 PIOGrEMS KOUATONS I0ans
work Study S8rIngs Orants Of BCHOIBrENSY)

Decstite or @ducaton (Gi Bilt Dapandh ste ESuca
1ons Assistence Program of VA W!mvzv Seratits)
“AGNITNtS 10 INCOMe™ te00rtad O the tIEY US incoms tex
retum (Form 1040 bine X0
G1a 81 BUDDOM, Other than money eCHVeS Hrom Inends o
restives
Food atarmps o 1a5-87whered or CH18rTed anautes

You must koep this worksheet Dont send it in with
your sDplication 107, because you May be asked '0
Teter 10 i1 iater o vmly the InfOrmation On your ap-
phication It may aiso he!p you 10 show that yout SAR
13 scCurate



Aruitoxt provided by Eic:

ERIC

28. MetiCa! 8nC dentsl sxpenses In 1981 not pald by
insursnce

hite 1 thy amount Of Money thet your parents paid
n 1981 01 medicai and cental expenses Dontin
£'We #mounts Covered By Insurance of the cost of in
MWrance promums i you? parents itamized ceguc
trons On thew 1381 U S come tax returr write in the
10131 Of lines 2 anc €a © ¢ and ¢ of Form 1040,
Scnocule A

Vurite in the amoun® 0f money that you {ang your
SPOUSE) paid ir 1937 1or med.Cat ang gental ey
panses Dor!inciuCe amounts covereqd Dy insurance
o the COst Of insurance preriums ' yOu (ang your
sSpouse) itemized decuctons on your 1981 US In
come tax return wuite in the total of lines 2 and 83, B,
€ and 0 Of Form 1040, S~hedule A

2 Eumonu'vy. junlor nigh, and high school tultion paid
In 1983

Vinte 1n the amount 0 Mmoney that your parents ps ¢
6 1931 for elemantary jumor high, and Digh sche
tution 107 then chitdren (Tuition coesn‘t include
r0om andg board } Don't include any tuition 1hat your
parents Paidd 10r YOU Of LAy tuitton for fresnodt or
coliege AlSO don 1 inciude tuilion paid Dy schoiar
FLYETY

Write in the amount of money that you {and your
spouse) paidin 1981 for elementary, juniod high and
Nigh schoos tuihion for your chiidren {Tuttion coesn t
meivde suom and board | Don tnclude any tuition
that you pad tor yourselt, ot &ny tuition 1o prescaonoi
ot cotiege Aiso don t incluge tuition pard by schotar
ships

Then suid to Section £

Expectec 1982 taxable and nontaxable incoma snd
. benefita

Write n the total amount Ot 1axadble and nontaxadie
INCOME 3 Lanetits that YOur Parents axDect 10 Got
1N 1982 InCiuce the types of ncome 1hat were asked
for i Questions 23 and 273, b, and ¢ [t yOu skipped
Quastions 21 through 25, include the typ=< ot Income
that we asked 'or 1n questions 26a and D andt 27a. D,
andec

% meenesssmnm

Student's (and spcua® s) 1881 income -

Use ttus worksheet 10 higure the sturtant s {and of
matried spouse’st 198° income If the student 1s
avOrced, 3aparated of witowLd ¢ON 1 inciude Intor
maton or the spouse

32 Student’s (and spousa's) sasets

| Workshest tor question 33

Stucent 3 1981 ssrmings Mror work (Don tinc s
O F1LCY Samgs H &0

Soonse o 1981 4amunss rom won (DOn | InCude

wOrR Sty sarPne | - 00
Orver 1581 1414018 & AON LISV OO w 8!

ot gvdends AFOC o A $% (Don { mcace

V0ar8ns 0CUCEtONs Denetits BOCI6! S8CuUnlY

benents of stwden' finencial ¢3} . 20
AGS 82 tne ArTany 14 thg CORMA - o0

SubATace OB US Sre1s 4nd K81 inCOINS 1818
Pa Dy stucent ik s0use) - 00

TRis 18 st S48 met 107 Rt BniOn 1 TotAL §

L L

Use this workshee! to figure the student s (and 1t
married, spouse 3) assets I the stuGent is divorced
of sepatated 0On't InCludte information fot the
3pouse

Worksheet for question 32

AmOunt 4 Lash sanngs b Checking scCounts

0N 1ChGe MONEy HOM SIUOeAT 1naniual 8

progrema) s 0,

Ros! astsie & Wivestments O1her Than the home
YOu ive 1 (See s a2 bon ROF Question 35

wncl 18 Hworth ROw? Wt i3 Owed On 1Y

s o - 00

- 20
-
Business b arm (Se¢ instruction For Quegtion 3y
WRST IS R worth now?  WRSY 13 Owad 00 1™
s 0 - - o
AJQ 84 AumDars 11 the fIGALABND 00NN
Thes is YOUr snawes Kv Quastion 32 TOTAL 8 Qﬁ

SactionE  Assat Information

You must Qive InfOrmation sbout your parents’ assets in - s
questions 33 through 36 Don't inClude money from stu-

gent financial 810 Programs such as grants loans, and

work Study If you are Qiving intormatton tor only one

Darent and that ParsAt nas 10Intly Ownad sssets Give onty

thet parent's portion of the assets and dedts

You must Qivd information abOU! your (and your $DOuse's) .
assets In questions 33 through 38 Don t Include money
from student finanCial aiId programs such s Qrants.
losns, and work-study If you are gvorced or separated
and you hive jointly owned assets. Qive only your portion
of the assets and dedts

Don't include personat or consumar loans, of any dsdts
that srs not related 10 the assets listed

33 Casn, sabings. and checking sccounts

Write In the amount of Monay that 18 in Cash, Sav
ngs, and checking accounts i&ay

3¢ ‘Home .
Write in how MUCh the heme s wortn today Use the
rOBIISLE PriCe at which the home could be sold Don't
use assessad intured, or tax velue A ‘home in
ciudes a hc. 3¢, mobila home, condominum, etl
Renters, write 1n "0 "

Then, weite 1n how much I3 owed O the home, In-
Cluding the present moftgage and related debts on
the home (Don't inClude Intarest due } Check with the
morigage company If you cor't know

35 Other reat #318te snd Invesiments

Wrelte in how much othes raai 931ate and mvesimants
are worth today Investments incluce trust funcs,
money market fynds stocks bOnGs. other securties,

and metais, otc
Tren wrlte in how much I Owed On Other resi estate
and investments N

38 Business snd term
Vrtte in how much the business 8nd farm are worth
tocay inciude tho value of isnd buildings machinery,
etc Dontinciude
nhow much 'the hOM is worth {Home value shouid be
Qgiven in question 34)
‘




Ali

Then whle In Wha! is Owed O the Dusiness and
farm INCIude ONnly the present MOrgage And retated
Ceb1S 10r whiCh the Business and afm were used as
coltaterat

If yOut DAT@ntS are nOt e sOlE OWNers wiile 1n Only
theit share Of the tola: DUsIness and 1anm vawe and
dedt

1! yoU {and your 5p0USe) are 0Ol the $Oie Owners
WIIle N ONly yOu' (A0C your Spouse S) share Ot the
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TAB F - WEIXLY PRODUCTION SUMMARY

1981-82 Pell Grant Application Processing
as of 10/18/81

Peil ACT css PHEAA TOTAL
Original Apps. 1,111,518 776,694 2,346,880 218,513 4,453,602
Fercent Eligible 58.6% 8. 2% 45.2% 16,98 48.8%
Psrcent Ineligidble 10.6% 2.2 25.2% 22.9% 20.9%
Percent Rejected:
Insufficient Data 25,9 14.5% 26.2¢ BUN IS 25.5%
tnofficial apps. 4.9 5.08 L3038 - 18.66 4.8

As a samlar poant in 1980-81 we had processed 4,386,670 orijinal applications
and 1,857,471 hastory corrections. .

£
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Senatotr PeLL. Now, am I correct in saying that these forms were
printed based on the current law, not under proposed law?

Dr. Err ENDORF. That is correct.

Senat.. PEetL. Thank you. .

Now, in the question of decoupling or separating the campus-
based programs, in determining need, how are you going to make
sure that the students will have to complete only one national aid
form and it will be free of cost to the student? It would seemn to me,
if you decouple these, that some students will have to fill out two
forms. .

Am I correct in that?

Mr. MarTin. Not necessarily, Senator.

Under the Department’s current contractor, the uniform method-
- ology, which is the other system that we are talking about, it is
very similar and operat2s under the same core data system. The
question is what you do with those elements in a formula of either
applying that in various tax rates or assets, a different rate. You
can either liberalize or restrict that schedule.

For example, under the Pell grants system, we provide some
kind of what we call a family-sized offset which provides mainte-
nance for a family; that set of assets, or that set of offsets has
historically been based on the social security budget figures

Those figures were developed originally because of overall pro-
gram costs. Those are fine for assessing families that are older and
with a fixed income, things that are retired and so on They are not
very indicative of the condition that families find themselves in.
that have students enrolled in postsecondary education Probabl
(lilsing the low figures by the budget statistics would be a be ter in-

icator.

Those offsets range from between $1,500, $1,600, or more, and so
that provides a lot of difference in terms of whether or not that is a
real assessment of what the discretion of the income of the family
is. Still, students could fill out one form and the processors would
simply produce one figure that would determine eligibility for Pell
grants, and a separate figure for different eligibility for campus-
based or GSL.

Senator PELL. These two forms would be repetitious?

Mr. MARTIN. You would not have.to have two forms. The collec-
tien of the data, once it 1s transposed in the computer, would be
two different matters.

Senator PeLL. You could do it with one single form?

Mr. MarTin. That is correct.

Senator PeLL. That the students would fill out?

Dr. ELMENDORF. With different nu.nbers, and assuming one for
the Pell grants calculation and another ore for calculation cf the
campus program )

Senator PELL. These forms that_you have given me_here, that
have been inserted in the record. that is ull the students would
have to fill out. is that correct?

Mr Vicnone. Senator. may | just add one more comment?

Indeed, we do right now produce two numbers. one for the family
contribution——

Senator PeLL. Two numbers, but from the same form

«t
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Mr Viexone Right, from the same<form. We Jjust manipulate
the data two different ways and two different numbers appear. So
there is no real technical problem.

Senator PeLL. Incidentally, in connection with that form, my un-
derstanding was that it was required to be submitted to Congress
not la‘er than September 1} Yet the schedule we are considering
today we received in October,

What was the reason fcr the delay?

Dr. ELMeNDORF. [ will answer that.

I believe the requirerent that we were under was 30 days of the
date of reconciliation was passed. We had the form ready, and I be-
lieve that the clearance processes in the Department were late in
getting it up here.

Senator PeLL Right. Another year, we hope this would not occur.

I realize you have the n¢ v adminristration corming in, but the
date of September 1 was very carefully thought out, obviously.
Why didn’t you develop a fan.ily contribution schedule that reflect-
ed the autb -r.zation of $2.65 billion, which is the current law, or z
the budget reconciliation figure and is the figure for which/\w)/rs(
the Congress will be fighting for quite hard.

Dr ELMENDORF. [ believe we have a major problem in Govern-
ment, and that is trying to help the President meet the economic
recovery plan he set forth.

If the latest information is correct, that by 1984 we might have
as high as 3100 billion deficit, then 1 think we should attempt to do
everything we can in the programs which we manage to help the
President My feeling is that we also have another obligation to
protect Jow incomes and the formula that we developed, as you
heard injected, which I stated was developed with the expiessed
intent of protecting low-income students, I feel that the data we
have is protective of the population group for which this legislation
was originally written and intended

My sense is that that group can be protected and a lower number
ach.eved to help the President at the same time.

Senator PeLl. We obviously have some disagreemer  n this. We
all want to balance the budget, but the question is, where do the
cuts come” Personally, 1 would rather see them come out of de-
fenst, the hardware sector. more than the human sector, the capi-
tal yector. health. und education. It is a question of philosophy, and
now we have to work out compromises in this regard.

If vou assume the yvear application to be 1982, in the use of these
forms. Dr Elmendorf, would not this knock out students who

“would be applymg late or, more important, students who are en-

rolled 1n proprietary schools, what we call “for profit” taxpaying
schools 1s opposed to nontaxpaying schools, which they hike to be
desgribed as, and correctly. -

Dr Ecmexporr Let me defer to Mr Vignone for that question

Mr VicnoNe I'm sorry, I did not quite understand the thrust of
yvour question

The form would be submitted early this vear, after the first of
January, for all students, whether they were enrolled or plan to be
enrolled in a proprietary or public school -
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Senator PeLL. My understanding is that in current law the stu-
dent has until March to apply for a grant for the school year begin-
ning the previous September.

Now, proprietary schools have course offering of shorter duration
which may not even begin until 1983; even though part of the
1982-83 act will be split, those students would not be eligibie for
Péll grants because the year application would be 1982,

Mr. VicNoNE. No, that is not ‘true, Senator, because it is a
summer session trade-off. - .

What occurs here is through regulation those particular propri-
etary schools, a school could make a choice to use the 1982 applica-
tion form and award its Pell grants based on the 1981-82 form.

Mr. MarTin. That particular point that you referenced used to
be a problem, but the Department, I believe, corrected that 2 years
ago by providing a change, moving away from the October 16 date
to.allow the schools the overlap of using one year or the other
vear's form so that the proprietary institutions are now treated in
the same manner that is equitable for those courses that began
later in the year as anyone else. :

I think since that change has been made we have not heard any
complaints from that particular sector about that problem.

Senator PeLL. Thank you.

Now, I have another question—and some of these questions I am
asking you on behalf of the chairman, who could not be with us at
this time.

Although I would agree that the series of assessment rates on
discretionary income in your alternative legislative proposal for
Pell grant distribution is preferable to the “relatively harsh” rates
in the family contribution .chedule. we have certain concerns
about other elements of your suggested legislation.

Would you explain, for example, why social security student as-
sistance, which tends to go to the neediest students, and which is in
the process of being phased out, why should that be redu | dollar-
for-dollar from a student’s Pell grant award? ¢

In addition, your proposal would reduce the asset reserve cur-
rently allowable for families which do nct own their homes from
325000 to 38,000, while greatly increasing the asset reserves for
farm families.

Would you tell us your reasoning for proposing these changes?

Dr Ermenporr. Let me see if I can answer the first question.

The reason for excluding social security and Veterans’ Adminis-
tration, in our opinion. is that as the funds for this program are
fixed, we believe that the $2.1% figure is a harsh figure but more or
less a realistic one.

It would appear to me that we still need to treat the low-income
students. As we change the requirements for other populations like
veterans or social security recipients who have available to them
for the same purpose educational attendance, another source of
funds, we have, in fact, vreated some ineligible people falling off of
Pell grants program eligibility.

We also. in the case of an individual who attends a low-cost
public community college. received at that institution with eligibil-
ity right now for a Pell grant program, and full VA benefits, in
fact finds himself in a position where he is overawarded by a con-
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siderable amount of money, more than other students who we feel
should deserve to have access to thuse diminishing Pell grants.

The other guestion you ashed dealt with the asset reserve. The
difference between the two, under the Notice of Propused Rulemak-
ing. current law, w.th the more stringent base. we are providing
for home equity to be excluded rather than included with a $10,000
asset reserve and a $25,000 asset reserve for people who do not own
huomes ind an additional 350,000 asset reserve against farm and
bus:ness N

Under the new statutory proposal we make. that has been
<hanged in this way. Home equity is now, included as 1t has been
since this legislation has been in effect. A" $30,000 asset reserve is
established against the home, a $30,000 asset reserve against the
farm and business assets, with an additional $30,000 against the
farmland itself. and an $X.000 asset reserve against all other assets,
totaling $1:38.000. °

Senator PeL. Thank you

Mr Martin Senator, could I make a comment on that?

I think the point that you make about sodial security is a very
important one We do not disagree with counting that as an educa-
tional resource, so that we do not have students being overawarded
for Federal funds, but to count socia! security benefits and to apply
it directly against the El has a dramatic effect.

Let me give you an example of that. If you had a student that
was totally needy, *nd he was attending an educational institution
that cost 31,000, cucrently that student would be eligible for an ini-
tial grant, Pell grant, of $1.670.

Now, in addition, they mught be eligible for, let’s say, in this
case, that they would be getting $2,000 for the academic year in
social security benefits, that gives them total aid going into that
school of 33,670, which is still below what the educativnal costs are
that would have to be met from some other kind of help.

If you did the administration’s proposal by adding the social se-
curity benefits directly to the El, vou would increase that zero EI
up to 32,000, which would. in essence, make the student ineligible
for Pell grants

Now, the only resvurce that student has is $2,000 1 du not think
it is fair to tax that resvurce more heavily than any other resource,
whether 1t is swinmer engineering or money that people have
saved, or private scholarships, or from the school We wholeheart-
edly support the concept of being overawarded, and if the social se-
curity or Veterans' Administration benefits would exceed the Pell
grants, yes, the program sheuld be reduced. Because you cannot
reduce that at the school. becauseof the entitlement.

I think it is either more impottant when you look at the data
that 1> provided by the recent GXO study that shows &1 percent of
the families that receive socidl security benefits come from families
below 7,050 Twenty percent of the students that currently receive
those benefits in schools are black students as oppused to only 11
perceat of the pupulation, unfortunately. other informution 1s not
available on minority groups, but that is the poor of this country.
and tu counter that more heavily, to me, is reverse discrimination,
I think the pruposal thut we have proposed 1s more reasonable
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Senator PEeLL. In connection with these forms, out of curiosity,
what happens to a student who gives misinformation, reducing his
family income, and gets a grant that is more?

Dr. ELMENDORF. Let me see if [ can give a general answer.

As I understand the program, we have built into the program
two payment systems which allows for us to detect any kind of
error that may occur 1 the program, and correct that error before
the second payment is made by adjusting any amount tha. may
kave been overawarded as a result of that error.

Senator PeLL. | am saying, where the student fills in a misstate- ..

ment intentionally, to say about what is the current family income,
where it reduces 1t substantially. Is there any way of catching
that?

Mr. VicNonE. Senator, the computer processing portion, the com-
puter process itself has built in a number of tolerance checks, very
similar to what 1 suppose the IRS or other agencies do; such that
the student, If he were to do something such as you suggested,
which is outside the bounds of some reasonable tolerance limit, he
would be rejected. If he comes back and says “No, I really mean
that,”” yes, indeed, my father made $12,000 last year and he made
$10.000 in Federal income taxes, just to continue with the example
that you indicated, he would be rejected and selected for validation
under a number of parameters.

In Dr. Elmendorf’s opening testimony you will see some tables in
the back of bis testimony which indicates and gives you some data
on how we have increased the validation effort over the years
Since we instituted needs in 1978-79, may [ just briefly read a few
figures. -

We selected for velidation that first year 119,000-some-odd stu-
dents, who did som sthing like you were suggesting, and in 1979-80
there were 3.200, and last year there were 2,000. So we do have an
ongoing check of students who do these rather strange types of
things. |

Mr. MagrTin. T think [ could attest to what Mr. Vignone says, be-
cause the institutions have to deal with that in going out to make
sure that the data is correct

Senator PeLL. As I look through the form here, where you have
income, item D, income and expense information, if you cut all the
corne expenses by 50 percent, they would balance out What hap-
pens? Some students must cheat. When you catch one who does
cheat, what do you do?

Mr. VicNonE. Through our validation branch, we typically—I do
not really know the details, but they are then—it is a criminal
case. We submit the records to the Justice Department.

Senator Prii. If you could sypply some statistics, since—any
time period that you want, last year, last week, how many in-
stances of cheating have you come across, how many cases have
been referred to the Attorney General, how many cases have been
brought tc trnial, how many have been convicted. [ am just curious
I would like to know that. :

Mow. in the case of married independent students with no de-
pendents, is there any differential for the situation where both
people are students, as opposed to only one being a student”

~
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As | understand 1t, under the administration’s proposal, it ap-
pears in cases where both husband and wife are students, their
income would be considered at 73 percent each. This would seem
unfair Is this correct?

Dr Ermenporr That, I believe, is a correct interpretation. And
as we look at the regulativns, we are going to wait between now
and the final comments to get more comments.on that. I believe we
may adjust the final regulations i:. that area because it does seem
to discriminate against one specific population group.

Senator PeLL, T would think so.

Now, also under the administration's proposal requiring no legis-
lative changes, families with' income above $16,000 would be
dropped from program eligibility.

What would be the upper income figure under the proposed
family contribution schedule involving changes in current law?

Dr. Etmenpore. I-did not catch the last part.

Senator PeLL. What would be the upper income figure under

your proposed family income schedule?

Dr Evmenporr The figure I gave, I believe the testimony was
that—the two figures which would be considered upper income to
remain eligible in the program, under the notice of proposed rule-
making, current law, with the stringent rate would be 315,800.
However, if you were to enact the legislative proposals, that eligi-
bility pool adjusted gross income would increase to $27,054.

Mr Saunpers That is accomplished by dumping Veterans' Ad-
ministration and social security recipients and cutting the maxi-
mum award to $1,670 In other words, they keep families up to
827,000 income 1n the program by penalizing the neediest students.

Dr Ermesporr I would react to that by saying the Veterans’
Administration and social security aspects is about $220 million
cost savings.

My purpose 1n making that known to you is that with those
moneys taken out of the Pell grants fcrmula, we make $220 million
available to other low-income recipients who do not have at their
advantage that social security or Veterans" Administration funds.

Mr Saunpsers. You also do it by reducing the grants to the very
neediest students from $1,800 to $1,6%0, so that students at the
uppe: end of the incom= scale can receive very minimal awards.

Dr ErsmeNvorr That may be true, Mr. Saunders, but I would
call to your attention the table at the back of my statement that
the award does increase rather than decrease over current 191 -82
levels, and that the program dollars in fact, the percent of people
wha accept program dollars, increases rather than decreases with
our proposed legislative changes under the proposal.

Senator PeLL If the Department of Education is dissolved and di-
vided up amongst other agencies, which some of us on the Hill will
oppose very strongly—tne chnirman does, and { do—but if the ad-
mimstration prevails, would jour shop remain® Where would your
shop go. in your view?

Dr Ermenporr 1 do not have an answer to that question, Sena-
tor

My hope would betand I beleve the Secretary has expressed
this publicly—he would attempt in any new organization proposal
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which he submitted to keep the program together, and I would
assume he would mean student aid programs.

Senator PeLL. Would that be GSL?

Dr. ELMeNDORF. I think his statement did not exclude any of the
programs. )

Mr. Saunbpers. I might say, Senator Pell, that we are concerned
about that rumor, that the student aid programs might go to the
Treasury Department. We are particularly concerned because of.
the expressed view of the Treasury in testimony in recent weeks by
Assistant Secretary Chapoton in supporting tuition tax credits,
that need based aid, Pell grants, and other forms of Federal assist-
ance are cumbersome and a complex way to provide assistance to
students, and the easiest way to do it is through tax credits. That is
the attitude of the Treasury at the current time, and it certainly
does not fill us with any sense of optimism 2bout the future of stu-
dent aid to know that the administration is even considering the
idea of putting student aid programs in the Department of the
Treasury.

Senator PeLL. Do you have a view, Mr. Saunders, in regard to
tax credits?

Mr. SaunpeRrs. “Yes, Senator. I think the higher education com-
munity has a very strong consensus on the issue that our highest
priority is need-based assistance. That is our top priority, and we
would oppose any attempt to substitute tax credit assistance for
need-based aid. .

Senator PeLL. What would your position be, Dr. Martin?

Mr. MarTIN. Exactly the same as Mr. Saunders.

Senator PeLL. Would you tell us which of the administration’s
legislative suggestions for the Pell grants program, the higher edu-
cation community could accept? I am addressing this question to
both Mr. Saunders and Mr. Martin. Which should be rejected, and
the reason for your thinking?

You may want to submit this for the record.

Mr. Saunpers We are testifying in opposition to both of them. I
think we would feel that the alternative option proposed by the ad-
ministr.tion would be a more desirable one, if you assume that
only 321 billion is available for Pell grants as the administration is
assuming. That is a very important caveat because we are hopeful
that the Congress will provide significant additional funding

Senator PeLL. Another thing, I think it is the very suggestion
that Dr. Elmendorf set forth, or that I read somewhere, that the
proposed way of cutting back, which of those could the educational
community accept, f any?

Mr. Saunbpers. | think we already testified about the prog-essive
tax rates, and we have specifically asked that the family contribu-
tion schedule be modified too, along the lines of the
administration’s alternative proposal. .

Also, updating the family size offsets, which the administration, I
understand, supports and the assets reserves for inflation.

Mr. MarTIN. Senator, I might add that I think we would also
agree that probably updating the family size offsets as the adminis-
tration has recommended, although I would point out that it is im-
portant and we have included a tahle in our additional statement
that shows that actually those offsets are still lagging behind. So

73 (




ERIC

Aruitoxt provided by Eic:

70 ’ .

- \
they are understated because we did not update the family size
update last year as pomnted out in the RPM, and the figures that
we used to adjust them this year are less than the offsets were last
year Because we used the lower rate of inflation, 12 percent last
year was never put in. So there are some delays on this, but if
budget constraints is the issue and we have to do that, that may be
something that we have to cuntinue to live with for a short period

But I think again it underlines the importance of, with that kind
of reduction, then the social security and Veterans’ Administra-
tion, which we would oppose the administration's approach; we
could support their concept on looking at asset treatment, but we
would suggest in a way that would not ‘require operational night.
mares by rejecting those forms. And even if I am wrong on my
figure of 340,000, I do not think it should be affected. It does not
speak well to good management of what we are trying to do in
terms of that whole process.

But I think that additionally one thing we should put in, which
v not requested here by the administration but 1s alluded to n
thewr preainble, as one of their problems. 1s the rate table reduction
language I think to develop some kind of linear reduction that at
least it would do that fairly for people. It would make some sense
and provide the administration for some mechanism if appropri
ation levels are not sufficient. that they would have a more reason
able way of awards for everyone rather than the flat percentages
or the step functions that now occur.

Senator Pert. Thank yoa very much

[ would say at this time to Dr. Elmendorf, within a very few
weeks the final reconciliation figure should cmerge from this orga-
nization, the Congress, and 1 would hope that whatever proposal
you make be made in such a way that 1t adopt the final figure Be
couse vou may find that the Congress does not agree with the
President on the £2 1% billion.

We do not know yet and we will have to see | also would like
you. if you would, Dr Elmendorf. to provide for the hearing record
the detailed estimate of the individual and cumulative cost effect of
each of your suggested legislative changes, including the number of
students who would be affected and the income distribution of such
students . ‘

Dr Eimexporr Did we not include that information in our
packet” '

Senator Perl 1 am informed that you did not. | stand corrected
if you have already done that

D Enmesporr If wei}m\'e aut, we would be glad to provide 1t
beciuse 1t 1s done Theré 15 a series of tables in each packet that
shoald have that information in 1t

Senator PerL 1 am asking the staff row We have the overall fig-
ure . but swhat we are asking for 15 the breaukdown for each of the
proposals. of the mdividual and human cost effect of euch of the
tegisiative changes

Mr VicNonNE The income distributions are there We also have.
i I can find 1t, very quizklv—1 do not have this‘one i the testimo-
ny, but there are s1x pages
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Senator PeLL Let's leave it this way. If you have convinced the
staff that you have given it to us already, I am convinced. Other-
wise, if you would, as soon as you can, give it to us.

Dr. ELMENDORF I think we have, Senator, and we will make it
available right now.

Seanator Peri. I appreciate it very much. At this point I would
atk that the record stay open for 24 hours for any further ques-
tions that may be submitted in writing to you.

Thank you very much for coming up. And as I say, as we see new
administrations come and go now and for a good many years, and
Dr Elmendorf will have his constraints, I would hope that we can
all work together as much as we can to alleviate tihe harshness of
these proposals of our nation’s students.

I want to thank you for coming and I look forward to your being
in touch. I hope you go back to the Department of Education
saying how much we on the Hill are going to try to make sure that
you do not work with that $2.1 billion, and work with the other
one, but we will not know the answer for a little while._

[The foifowing material was received for the record:]

.
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ASSOCIATION OF
JESUIT'COTHEGES & UNIVERYITILS

T OMASSACHURETTS AV B N o UITE 02 s AN IING ON DU Mt s 1 pe™ asw

Huvon L eze Masy O.totyr 23, 1981

Cannarun Cublege N Y

Creghion L nnerats Nebr To Senytor Robert Sta“ford and the zezbers of the Subcommitteo
on Education, Arts & Humanities
Farferd Universits Cunn
From: Josdph Kane, Vice President
fordham L’ ermty N Y

Cvagetomn L nneraty Dt

Subject Pryposecd changes {n the Expected Fanily Contribution
Schedule ani Need Analysis for Pell Grants and the
wwonzags LD sersdty Wash us-based prograzs.

N Crest e Man As you are awage, the Departeent of Educatfon published
proposed rules *for uneed analvsis and expected 1amily contrioutions
for acadeaic yeyr 1982:3 in the October 16, 7381 kederal Repister.

JhaCarmiiin ersty Oh

Leiyret oo VY The Associatfon\of Jesuit Colleges and Unive zities wishes to
express its apprbval of the general directiun of the froposed -
Lo a it Bainmaors rules. In particilai, we support the separation of the nced

analysis for Pelll grants frem that Tor the cacpus-based programs.

Wl ety Cha e

v M ount L r eetaty Das \,\‘,“Be{ore being precdpitous, however, lot me say that we disagree
wvith the assurptioch of the Department that only $2.187 billion

fano SO Sew ittty soould be appropripted for Poll grarts. While we agree with
“ . , wost of the formuld changes predicated on that level of funding,
I Y N wa believe that ndt only should it should be higher but that

Congress will raise| it more i{n line with the Ounib.is Budgot

Rew & Come 0k

Reconciliation Act &f 1981, .
Kuams 0 e M
. ! h{ {ts "Rationale fdr the Developman’ of the Proposed 1982-33
Chsehs oo By Farsula," the Departhent {deatifies a nusber of options under
S A o A u!*ich an appropriatitn can be distributed to students. and then

tiva. we support the ulternative, {n the
nt is serious in fts recommendatiors.
the alternative forrula.

recocmends an altern
N Prrer N hope that the Depart:
Out cocwants refer t

et e bt Ak
TR We strongly support tie goals {ndiratedr
a) avoid extreze redudtions in awards to students {rox low=in-ome
Lerat  Tme v MR families,
. b) .)void excessive asstsement rates on discretionary i{ncoze,
ot Chaar e ¢\ remove inequities dde to assets and cesources.
- S e Gt LAl rclam the distinctfion between the nced analysis for Pell
grants and the carplis-bastd prograss.
L. e s
In line with these goald, we agree to B
L S

- the retcetion of the IPH70 raricur award(as {1 19%1-2) and
of the halt-cost formulna,

Ny il

.
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- th2 establishment of benchoary figures for nced analysis by the Secrstary,

- the tax rates suggestod for discretionary i{ncome proposed on page 51185,
column 2, aection(y) We {nvite the subcormittee, however, to {nvestigate
the possibility of a linecar reduction schedule with a "hold-harzless” for
those studerts with the lowest cligibility index (0-600) for the future.

- deferral of the cost-of-attendance provisions of the Education Act of 1980,

Our disagreesants with thu ‘alternative” are minor, but we call them to your
astention?

We queation the advisability at this tize of nee! to reduce expenditures to
raise the asset cxclusion of farms and businasses so much more than of others.
The differences between the two a=ounts would be increased to $70,000, if
allowed, (p.51185, colzm, section (d).)

In discussingthe "Treatment of Dependent Student lacome,™ the Department proposes
to "drop the dependent student income offset that has been used in the past
(p.51186, column 1), and that 1t would be added to parental income We would
suggeat that in place of total elimination of the offset, that only onc-half

be applied to parental incoze.

In addition, while the Departzent invites ''corments on the entire procedure
for ver{fying campus-based financial aid applicants.. "(p.51187, coluan 2},
wo vish to express concern about the relation of cost to cffort and results
Currently, i{nstitutions are audited at lcast evefy two ycars and that should
be sufficient Zuarantee of accuracy of applicant validation. .

Finally, although we mave no objection to the criteria for determining whether
or not the student Is {rdepehdent - that the student will roceive not moee than
$750 {n support from parents - we are inclined to believe that {t should temain
the sa=e as this vear: not more than $1000, {f only to prevent additional paper-
work

we hope that you will taxe these coczents into considcration 1f you decide to
make changes {n the arcas note above. By and large, we think that the Departzen*
has tried to coma to grips with the pressing problems of time and cquity in
student flaancial aid and we are NPi’Ogli\’e of its cffores.

We also urge vou to support the appropriation levels for student aid which
Congress recorrended when it approve the Ongibus Reconciliation Act of 1981,
when {t reaches the floor for a vote.

Respectfully,

Joseph Kane
Vice Presilent
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Magnoagron Iece
Noverbter 4, 1981

Hororable Claiborne Pell

U. S. Serate

325 Russell Senate 0ffice Building
wasnington, 0.C. 20510

Dear Senator Pell:

Ouring ihe Gctober 29, 1981 hearing on tne Famly Contribucion
Schedulée before tne Subcommittee on Education, Arts and Humamities, you
wressed some Ymportant- concerns about the wmplications for students

it the ehigibality erateria for Pell Grants continrue to be sepas ate
from need analysis for the campus-based avd programs.  In particular,
you asxed” 1f neea analysis is “"decoupled' as the Administration has
proposed, would stucents still be able to f111 out only one form?

Tne aruder 15 & defimite yes." Students applywng for Pell Grants
and campus-vased ard for next year (academic year 1982-83; will still
ve able to file one application for all federal student aid on any one
of “1ve aoproved forms: the Eaucation Department's form. the Family
Financ14l Statement of the American College Testing Service. tne Financial
Axd Forr of theCollege Scnolarsmp Service (CSS). and tne application
forms of the California Student Avd Commission and tne Pennsylvanig
Higner Educatleu: Assistance Agency (for Califormia and Pennsyivamg
students/resiaents respectiveiy),

All of tne approved forms nave a substantially 1dentical set of
Questions, or “core data,” for applying for all federal programs. The
Education Departmer t's fora includes only tne core quesiions, whereas
the otners nave both tnese core questions for federal aid and supple-
nentary questions needed by states and 1nstitutions to assist in the
award of a1d from non-tederal sources. A student applying only for
regeral a1d can complete any of the five approved forms. Becoupling
the need analysis means only tnat the core data are caliulated in iwo
ways--one for Pell Grants and one for carpus-based alc, as under current
procedu-es. But nu additionai forms or data are needed from the student.

On a related vsiue, tne Bducation Asenduents of 1940 prosided that
Students tot be crgrged a fee for processing the data required ror federal
a1d.  TO 25,150 Stuuerts 1n instancas wnere Stetes Or 1nstitutions need
toe sypplerectal date fron the financial Avd Torm . and anere paynont of
a fee m1dht be a turrier to receipt of aig, tne (LS Council ran instituted
A e wddver prograe for the 19,2003 Finencral Ard Farm. Under tnas o
Sudure Tuw incone studerts applyirg for federal, stats, 76 institutisnal
ac can do su free +f charge. The waiver 13 adiamistercs tnrougn hian
seronl counselors «.a THIT and other outreach {rogran.. AS tni, 1, Lne
first year for tnis urocedure, we wil' be fionitoring 1t, grugress clusely,
and w111 be pleases to snare the results with vousand guners

Do tmys orrtorration a5 helptul, Yy colleayues n tne Lollege
Sengiar e wevarie grd Doaeuld w00, e any wueLtions ar Lo ents er
SO Lr o LaFE g e e towand e wonor gred Bt reducing barrer

L0 D05 LHe0nGary Ldutdt un,

Sdncerely,
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Senator PeLL On behalf of the chairman, I adjour-. the hearing.
[Whereupon, at 3.50 p.m., the subcommittee was adjourned.]
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