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L  INTRODUCTION

A. The Purpose and Nature of the Analysis

The Department of Education (ED) is currently considéring alternatives to the
present system for the delivery of student financial assistance. The Credit
Management Task Force (CMTF) will provide the Secretary with the information he
needs for making decisions. The Delivery System Assessment Task, a part of the
Pell Quality Control Project, has been dééiéned to accomplish this complex analysis
in cooperation with the CMTF and the Office of Student Financial Assistance
(OSFA). , _

This task applies methodology from program evaluation, applied policy
research, and systems analysis, going beyond previous analyses in the following

ways:
o It analyzes technical issues along with policy issues.
. It evaluates how delivery systems affect participants and society.

e It considers how social, economic, environmental, and political factors

can alter the effects of a delivery system.

® It specifies alternative methods of delivery in detailed systems terms.

[ It compares effects of alternative systems with those of the current
system.
° It considers the impact of program intent on delivery system design

decisions and considers how lawy, regulations, policy decisions and
historical practices combine to produce the 'slivery system.

1-1



DRAFT

As noted above, this model traces the impact of delivery system features on
various effects which are important to program participants and society. A pre-
liminary list of the effec.s which will be the focus of this analysis is presented in
Figure l. The delivery system does not produce these effects in a vacuum. First, a
delivery system is designed to imp'ement a given program, developed through laws,
regulations, policy decisions and historical practices. This program both determines
delivery system components and constrains the types of alternatives which can be
considered. Second, social, economic, environmental and political factors intervene
between system features and system effects, sometimes altering the expected
effects of the system. For example, tc effect “student application time" will be a
result of system features such as the format of the application, and of intervening
factors, such as the student's ability to fill out the application form. In general,
these intervening f=-tors are beyond the scope of ED's control. These relationships
are illustrated in Figure 2,

The analytic model provides a method of evaluating the current system,
focusing on the most crucial effects. The model will evaluate the effects of
alternatives by comparing their differential effects to the effects of the current
system. The nature of the variables makes complete quantification impossible. This
mode)] is similar to a quantitative model which would measure = the variables
mentioned above infivence the effects. Qualitative data will be substituted where
numerical measures or data are not available or sufficient, and rigorous qualitative
analysis will be used where mathematical equations are inappropriate. The result
will be data on the effects of the current and alternative systems. These systems
will then be ranked according to various interpretations of program intent.

To develop and utilize this model, a number of activities have been, and will
be, undertaken. A preliminary version of this model was developed, describing this
methodology in detail. To turn the conceptual model in Figure 2 into one that can
be used for evaluation, the components are rearranged slightly, as illustrated in
Figure 3. The preliminary model paper also presents a draft list of the effects,
program and system features, and intervening factors, and maps out some of the

1-2
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interrelationships to be evaluated. Possible measures were also proposed, and some
data s,urces were identified.

B. Refinement of the Analytic Model

The next step is to refine this model. The current delivery system is used as a
reference point, since the analysis focuses on the differential effects of alter-
natives. Refinement of the model involves the following steps:

° Step 1: Specify the current delivery systen in the form of input-
process-output (IPO) chains.

° Step 2: Develop independently a detailed list of program features for
each program.

® Step 3: Determine which program features influence each delivery
system activity.

. Step 4: Determine the intervening variables that are relevant to each
delivery system activity.

° Step 3: Determine which effects are influenced by each delivery system
activity.

° Step 6: Develop measures for each effect at each delivery system
activity,

[ ] Step 7: Find existing data or develop new data sources for each
measure.
B
L Step 8: Develop methods of analysis for each effect at each system
step.

This process is presented schematically in Figure 4.
1-6
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Following refinement of the model, the project team will conduct the analyses
developed in Step 8 to evaluate the current system. Concurrently, the project team
will develop alternatives that favor each group of program participants, attemnptiag
to hold effects on other participants constant, with the help of CMTF, OSFA and the
Technical Advisory Panel. These alternatives will also be analyzed using the logic
of the analytic model just presented. Frequent input and review from OSFA will be
necessary to ensure the accuracy and completeness of the analytic model and to
guide the analyses.

This document is a preliminary version of the first three steps—specification
of the curr~nt system steps, determination of program features, and analysis of the
relationship of program to systemn features. Because this specification goes beyond
what is currently documented, it is presented in varying levels of detail and may
include inaccuracies. To correct these deficiencies, this document will be used as a
basis for ED interviews, which will be the source of additional information needed
for subsequert analytic tasks.

A complete and accurate specification of the current delivery system is

necessary
° To assess the effects of the current system
° To identify opportunities for constructive change
° To indicate how alternatives would change the current system
® To aid in the development of an implementation plan for any resulting

changes.

The specification of relationships between program and delivery system
features js critical to the analytic task. Since a delivery system is designed to
implement program features—determined by laws, regulations, policy decisions, and

1-8
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historical practices—these features may mandate the inclusion of specific activities
in the delivery system. When analyzing delivery s)»stem changes, it will be
important to determine if the corresponding program features will be affected. If
delivery system changes do influence program features, it will be necessary to
determine if the changes are desirable. If so, laws, regulations, policy decisions, and
historical practices must be altered to implement the new features.
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IL. METHODOLOGY

The specifications of the three delivery system program cornponents required
close collaboration of the project team, whose members were assigned responsibility
for the three aid programs under consideration; then the specifications were

reviewed by analysts. The three programs analyzed were:

. The Pell Program (formerly the Basic Educational Opportunity Grant
Program)

o The Guaranteed Student Loan (GSL) Program

s The Campus-Based Program, which includes the National Direct, and
Defense, Student Loan (NDSL) programs, the Supplemental Educational
Opportunity Grant Program (SEOG), and the College Work-Study
Program (CW-S)

Programs such as the PLUS Auxiliary Loan Program and the State Student
Incentive Program are beyond the scope of this analysis. The Federally Insured
Student Loan (FISL) Program is not considered as part of the GSL program since the
two are almost identical except that ED plays the role of the state guarantee
agencies in FISL. FISL is also rapidly decreasing, as almost all the states have
developed guarantee agencies. In 1981 FISL represented only 5 percent of total
insured student loan volume. |

The following sources of information were used to develop specifications for
the current system:

) Documentation from previous and ongoing Advanced Technology studies

. Documentation from ED and other sources

2-1
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) Telephone interviews with ED personne!
° Meetings with Advanced Technology personnel

The project team specified the current system as accurately as possible given
these sources of information, dividing the programs into six subsystems:

o Pre-Application

® Student Application

) Student Eligibility Determination

° Student Benefit Calculation

o Fund Disbursement

Account Reconciliation

These components were then subdivided into activities specific to each
program. Then each activity was broken down into a series of steps characterized
by input-process-output (IPO) chains. Since many subsystems and activities occur
concurrently but differ in purpose, these steps were categorized by type of activity
rather than by order of occurrence. However, each IPO chain or system step was
treated in chronological order. "Inputs" were defined as activities that initiate a
series of processes, "Processes” are activities undertaken in response to the inputs.
"Outputs" are documents and/or actions resulting from inputs and processes and may
be involved in subsequent steps as input activities.

To determine program features, the project team developed a list of program
design questions which must be answered by the legislation, regulations, policy
decisions, and historical practices which make up any human services program that
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Ol. DELIVERY SYSTEM SPECIFICATIONS WITH PROGRAM ANTECEDENTS

This analysis considers three major components of the postsecondary student
aid delivery system: Pell, GSL, and Campus-Based. The Pell program is a grant
program'that entitles financially needy students to Federal grant money. GSL is a
loan progran that relies primarily on incentives to private sector lenders to provide
low interest loans to students who may not have sufficient credit or assets to borrow
on their own. Campus-Based includes three programs. SEOG gives schools a grant
fund to help financially needy students pay educational costs; CW-S attempts to
promote part-time student employment through wage subsidies for those who need
to finance their education; and NDSL provides schools with loan funds for long-term,
low interest loans to financially needy students. In general, these programs all {ocus

on promoting access to higher education.
A. Overview
These programs, while similar, are different enough to require individualized

delivery system activities. The major similarities and differences are highlighted in
the foliowing section.

The Pre-Application Subsystem

Similarities

L For all three programs the institution must first establish eligibility,
then be certified and periodically recertified as administratively capable
and financially responsible to participate in the Title 1V programs.

o For all three programs, ED has some responsibility for forward planning,
in particular, for promulgating program regulations, de'-eloping forms,
and processing procedures.
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Dissimilarities

For the Campus-Based Program, institutions must ssbmit an annual
application to ED for funds.

For the GSL program, lenders must also apply for eligibility, and state
guarantee agencies are delegater]i operational responsibility for some
forward planning procedures.

The Pell Grant and GSL programs are quasi-entitlement. Any student
who meets the eligibility requirements receives a Pell grant; any eligible
student who secures a loan receives the GSL guarantee. As long as need
is demonstrated in GSL, the student is also eligible for loan subsidies.
Funding is established based on forecasts of eligible participants, award
amounts, and subsidy payments for both programs.

The Student Application Subsystem

Similarities

The institution plays a major role in student application procedures for

all three programs.

Dissimilarities

Student application procedures for Pell Grant and Campus-Based aid are
essentially congruent. In fact, under Multiple Data Entry many students
apply for these sources of aid on a single application form.

13
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Student application procedures differ substantially in the GSL program,
with more of the burden resting with the student and the lending
nstitution.

For the Campus-Based programs, a student must file application with the
institution and complete a financial statement and submit it to pro-
cessor. The Pell application process is relatively similar to “9e Campus-
Based.

All Pell Grant and many Campus-Based applications are processed by
central need analysis organizations. No central application processing
exists for GSL applications.

The Student £ligibility Determination Subsystem

Similarities

For all programs, the institution must certify the eligibility of the aid
applicant prior to the disbursement of funds.

Nearly all student eligibility requirements are common to all three
programs, with one important exception: graduate and professional
students are ineligible for Pell Grants or SEOG awards. For all three
programs, applicants must demonstrate need, although the definition of
need varies across programs.

Dissimilarities

In the Pell program institutions must validate the information on a
sample of applications selected by ED. No validation requirement was in
effect in 1981-82 for the Campus-Based programs, although ED has
proposed such a provision for {982-83.

33
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The Student Benefit Calculation Subsystem

Similarities

For all programs, the institution either calculates or certifies the size of
the award.

Dissimilarities

The amount of latitude the institution has in award determination varies
by program. In the Pell program the institution is bound by a fedetally
designed Payment Schedule, a centrally calculated need index, and strict
guidelines for determining cost of attendance. For the Campus-Based
programs, the institution has more discretion in determining the size of
the student's award, subject to maximums. In GSL the school determines
award limits subject to Federal regulations and student need, but the
actual loan amount is determined by the !ender.

Some institutions use the Pell Grant need analysis formula to determine
the magnitude of a student's need for Campus-Based funds. Other need
analysis systems used in the Campus-Based programs are roughly similar
to the Pell Grant methodology.

The Funds Disbursement Subsystem

Similarities

L
All three programs disburse funds to students with at lea-t some involve-
ment of ED and the institution,

3-4
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Dissimilarities

o Funds flow frorn ED to the institution is similar in the Pell Grant and
Campus-Based programs. Once accounts have been established at
EDPMTS, ED's disbursement agent, the institution draws funds on a cash
request or letter of credit basis for both programs.

o The procedures the institution uses to pay students in the Pell Grant,
SEOG, and NDSL programs are similar: funds are disbursed by check to
the student or by credit to the student's account at least twice a year.

) Funds flow and disbursement requirements differ substantially for the
CW-S and GSL programs because of the nuinerous actors involved. The
Federal portion of CW-S funds is disbursed directly to the student.
Under GSL the lender disburses funds to the student, and the Federal
Government disburses subsidies to lenders and guarantee agencies.

The Account Reconciliation Subsystem

Similarities

° All three programs require some sort of reconciliation and reporting to
ED. Each program also includes some audit and/or review requirements.

Dissimilarities

o Procedures the institution must follow to adjust for overpayments in the
SEOG, NDSL, and CW-S programs are identical, utilizing a single form.

o Because NDSL and GSL are loan programs, collection procedures and

requirements are roughly similar, although the focus of responsibility for
collection lies with the institution in NDSL and with the lender in GSL.

3-5
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° For the Campus-Based programs, the institution does not annually recon-
cile its accounts with ED on a student-by-student basis. Instead, the
institution reports its fiscal activity in aggregate on its application for
funds for. the subsequent year in the combined FISAP report. In the Pell
program, ED maintains a record on each recipient, and the institution
must reconcile its account on a per-student basis.

. GSL account reconciliation is unique in its involvement with commercial
banks, savings and loan asscciations, and guarantee agencies, and the
elaborate system of interest subsidy, payment of special allowances, and
reimbursement for defaults, bankruptcies, deaths, and disabilities.

These similarities and differences are illustrated by Figures 5 through 7, beginning
with the application subsystem.

The following sections present charts of the program and system features for
the three programs. These charts, following the methodology described in Chapter
Il, provide detailed information on the characteristics described.dg the previous
section. The table on page 3-8 (Figure 8) lists the activities presented on the charts,
highlighting similarities and differences across the three programs.

3-6
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TASLE OF DELTVIRY SYSTEM ACTIVIVIES

The following chart lists the activities whiy iresbar+4 (F Vihe delivery subsystems for the three programs, highiighting activities which are
similar across programs by lini
numbers correspond to the logical order of activighg wilmly i program, so that similar activities across prograas may not have the same numwber.

*Similarity,” as used in this chart, refers to act'«itifny t
and the relevant system steps. The only activitis ‘thas ary ompVet

them up horizonmti 11y, M AyRRiy (***) Indicate no similar activity in that program component.
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DRAFT
PELL GRANT COMPONENT
1. PRE-APPLICATION SUBSYSTEM
ACTIVITY PROGRAM FEATURES __ SUBSYSTEM STEPS L
Inputs Processes Output s
1.1 Budget Forecasting 1.1 o Program fs quasi-entitlewent; 1.1.1 o DPPD and OPBE develop e Expenditures are fore- ® Budget forecast

all students meeting eligibility fund forecast model cast for award year using deve loped,
and need criteria are entitled estimated number of
to 2 basic grant, the amount of recipients, prior grant
which is determined by amount of award schedule, and
appopriations and established previous appropriations.

payment schedules,
e lmpact of various levels
e Program s forward funded. of funding on program
participants is predicted.

b1-t

® Appropriations are determined
annually by Congress. The
estimated number of eligible
recipients and the established
winimum/maximum grant award
schedule are considered in
determining appropriations,

37
38
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PELL GRANT COMPORENT

1. PRE-APPLICATION SUBSYSTEN (cont inued)

_ AdvImy PROGRAN FEATIRES SUBSYSTEM SIEPS
Inputs Processes
1.2 Budget Development 1.2 o Congress annually determines 1.2.1 o DPPD/OPBE develops o Budget request is devel-
appropriations according to budget . oped based on forecast

specif ic government-wide pro-
cedures. This process f{s
repeated during a fiscal year
if appropriations need to be
adjusted.

o)
O

1.2.2 o £D submits budget to
OM8.

1.2.3 » OMB submits budget
to Congress.

model, administration's
programaatic and fiscal
priorities, and expected
appropriations.

¢ Budget approved through
OF SA, OPBE, and €D
Secretary.

o OM8 reviews hudget.

o Congress reviews,
debates, revises
budget or approves.

o Congress appropriates
funds.

DRAFT

Outputs

e Initial tb
budget document
developed.

o Budget document
approved/revised
by OM8,

o Budget
approved, funding
fevel estab-
tished, and

funds appro-
priated.
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ACTIVITY

PELL GRANT COMPORENT
1. PRE-APPLICATION SUBSYSTEM (cont inued)

PROGRAM FEATIRE S

SUBSYSEM STEPS

DRAFT

1.3 Promul-ation of
Regulations

ST-¢

41

1.3 o ED has authority to administer
program and promulgate regulations.

® Regulations include annual pro-
gram requirements and revisions,
eligibility and financial need
criteria, Expected Faily Contri-
bution Schedule, and need anmalysis
formula.

# Regulations must be promulgated
annually.

1.3.1

1.3.2

1.3.3

1.3.4

Inputs

e Congress establishes
through legistation
program intent, basic
eligibility criterifa,
authority of £D to
administer program and
promuligate regulations.

® Public responds to
published NPRM.

e OM8 recefves proposed
regulations,

e £D submits proposed
regulations to Congress.

Processes

o DPPO drafts regula-
tions

o DPPD sends draft
through OFSA, OPE, OPGE
to ED Secretary for
revision or approval.

e £ED revises proposed

regulations as necessary.

o OMB reviews requla-
tions.

4
e Congress reviews
regulations.

¢ Congress either dis-
aliows regulations

{fn which case they
are revised and resub-
mitted) or aliows them
to stand.

Qutputs

® NPRM published
in Federal Regis-
ter.

e Proposed regu-
Tations submitted
to OM8.

o OMB-approved or
revised regula-
tions returned

to £O,

e Final requla-
tions published
in Federal Regis-
ter annually.
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PROGRAN FEATURES

PELL GRANT COMPONENT
1. PRE-APPLICATION SUBSYSTEN (continued)

SUBSYSTEN STEPS

1.4 Forms Development

43

1.4 o Program activities must
be documented.

e Forms must be developed for ED
reporting, processing, and record-
keeping, including:

- Request for Institutional
Eligibility
Pell Grant Application
Authorization Letter
Request for Payment
Student Aid Report
Progress Report

Inputs

1.4.1 o DPPD and DPO determine

data needed for £D

processing and record

keeping.

1.4.2 8 FEDAC reviews forms

and instructions.

1.4.3 ¢ DPPD establishes
printing quantities

Processes

e DPPD and DPO determine
changes in forms and
instructions.

¢ FEDAC acccepts or
rejects proposed
changes.

o GPO delivers forms
to DPPD.

and subwmits requisitions

to GPO.

DRAFT

Outputs

@ Requests for
changes in forms
and instructions
submitted to
FEDAC.

e Approved forms
returned to £O.

e Forms delivered
to relevant par-
ticipants by
pPPD.
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PELL GRANT COMPOMENT
1. PRE-APPLICATION SUBSYSTEN (cont inuved)
ACTIVITY PROGRAM FEATIRES B SUBSYSTEN STEPS
Inputs Processes Outputs
1.5 Institutional 1.5 o To administer Title IV prograns, 1.5.1 @ Institution completes o Eligibility and o Eligibility Cer
. fEligibility institutions must be determined and submits Request for Agency Evaluation Staff tification Letter
Determination by ED to be eligible under Institutional Eligibil- {EAES) of OPt reviews issued by FAES if
congressionally established cri- ity (ED 1059). form and documentation institution is
teria. to establish eligibitity eligible,
' accordin? to legislation
o Different eligibilty criteria " and requlations, request-

are used for:

-Traditional higher education
institution

-Proprietary institution
-Postsecondary vocationatl
institution

BI-t

45 3EST COPY AVAILABLE

ing additional informa-
tion if necessary.
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PELL GRANT COMPONENT
1. PRE-APPLICATION SUBSYSTEM (continued)
ACTIVITY ____PROGRAN FEATURES . -~ SUBsysiem STEPS
Inputs Processes Outputs
1.6 Institutional 1.6 o To administer Title IV programs, 1.6.1 e Ipstitution submits e DCPR Institution and e Program Parti-
Certification fnstitutions must be certified by documents and financial Lender Certification cipation Agreemert
ED as administratively capable and statements required Branch (ILCB) reviews fssued by [LCB
financially responsible. for certification. documents and determines to institution.
' institution to be capa-
¢ To administer Title IV programs, ble and responsible.
institutions must agree to comply
with Jegislative and regulatory 1.6.2 elnstitution receives o Institution signs o Signed Agreemert
. provisions, that is, Program Participation Agreement, agreeing to sent to CHPR/ILCR
w Agreement . administer programs under
’L -To comply with Student Assistance Congressionally and ED-
o General Provisions specified conditions.
-To comply with Civi]l Rights and .
Title 1V regulations ’ 1.6.3 o DCPR/ICLE recetves o DCPR/ILCB compiles e List of certi-
-To provide information on finan- Agreements annually list of insti- fied institutions
clal aid programs, the institu- tutions certified to annually estab-
tion, and academic programs administer programs. Yished.

-To audit student financial aid

programs biennially, using €0
tdel tnes

-To maintain systematically

organized records and to make

the records avatlable to ED

on request.

e Institutions must be recerti-
fied every three years.

BEST COPY AVAILABLE
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PELL GRANT COMPONENT
1. PRE-APPLICATION SUBSYSTEN (continued)
ACTIVITY PROGRAN FEATURES ) , _SUBSYSTEM STEPS
Inputs Processes Outputs
1.7 Computer Systems 1.7 o Grant payments to students must 1.7.1 o OPPD reviews computer- o DPPD revises systems ¢ Program Admin-
Revision be made through processing methods ized administrative as needed to reflect istration and
establjished by £D. systems. legistative, regulatory, monitoring sys-
and budgetary changes: tems revised.
o £D must maintain records on par-
ticipating institutions and on -Develops Central Pro-
individual grant recipients. cessing requirements
-Develops manual and
w o £D annually must revise processing computer editing cri-
] systems to reflect ltegislative and teria
n administrative changes. -Develops standard
© response manual, form
letters
-Develops institution
delivery system
-Develops P~11 Grant
formula requirements
1.7.2 o DPPD or DPO tests ¢ DPPD or DPO tests ¢ Revised program
revised compyter systems. wplication processing administration
system, applicant and monitoring
history corrections systems tested
system, HOE system, and implemented.

modifies disbursement
system interfaces.

- 49 BEST COPY AVAILABLE
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ACTIVITY

PELL GRANT COMPONENT
1. PRE-APPLICATION SUBSYSTEN (cont inued)

PROGRAN FEATIRES

1.7 Computer Systems
Revision

51

1.7 o Grant payments to students must

be made through processing methods
established by ED.

e ED must maintain records on par-
ticipating institutions and on
individual grant recipients.

e ED annually must revise processing
systems to reflect legislative and
administrative changes.

DRAFT

Inputs
1.7.1 e OPPD reviews computer-

jzed administrative
systems,

1.7.2 o OPPD or (PO tests

revised computer systems.

SUBSYSTEN STEPS

Processes

® DPPD revises systews
as needed to reflect
legislative, regulatory,
and budgetary changes:

-Develops Central Pro-
cessing requirements
-Develops manual and
computer editing cri-
terfa

-Develops standard
response manual, form
letters

-Develops institution
delivery system
-Develops Pell Grant
formula requirements

oDPPD or DPO tests
spplication processing
system, applicant
history corrections
system, MUL system,
wodifies disbursement
systewm interfaces.

Outputs

e Program Admin-
istration and
monitoring sys-
tems revised.

@ Revised program
administration
and monitoring
systems tested
and implemented,

<
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ACTIVITY

PELL GRANT COMPONENT
1. PRE-APPLICATION SUBSYSTEM (continuved)

PROGRAM FEATURES

1.7 Computer Systems
Revision (cont.)

ZZ-¢

Inputs

1.7.3 o DPPD or DPO reviews
applicant tape/file
specifications.

1.7.4 o DPO reviews RDS and
ADS disbursewent
systems.

1.7.5 o DPO reviews RDS and
ADS processing systems
systems.

Processes

e DPPD or DPO
reviews applicant
roster and tape
specifications.

o DPPD or DPO
develops eligible
applicant fite
specifications.

o DPPD develops state
rosters.

o DPO revises ROS and
ADS disbursewment pro-
cessing systems to
reflect legislative,
regulatory, and
budgetary changes.

o DPO revises RDS
accounting systems,
Progress Report, and

SAR pragessing system.

o DPO revises ADS 304

form processing system.

DRAFT

. SUBSYSTEM STEPS . ...

Outputs

« Program rosters
established;
applicant speci-
fications devel-
oped.

o Revised RDS and
ADS disbursement
systems imple-
mented.

o Revised RDS and
ADS accounting
and processing
systems imple-
mented.



ACTIVITY

PELL GRANT COMPONENT

1. PRE-APPLICATION SUBSYSTEM (continued)

PROGRAN FEATURES

1.8 Contract Support

€e-t

1.8 o ED may accomplish administrative
functions through contractors.

o ED must obtain contract support
through government-wide contracting
methods and requirements. '

SUBSYSTEM STEPS

1.8.1 o DPO reviews administra-

tion needs and current
contract support.

1.8.2 o DPO/AMPS receives

proposals.

Processes

® DPO determines need
for contract support.

e DPO obtains clear-
ances for awarding Con-
tracts.

® DPO develops RFPs,
submits to AMPS for
clearance.

e DPO/AMPS receive,
review, evaluate pro-
posals.

e DPO/AMPS negotiate
contract awards.

DRAF T

Outputs

o RFPs for
needed contract
support issued.

o Contracts
awarded for:

-Regular
Disburse-
ment System
sof tware

-Regular
Disburse-
ment System
Data Entry

-Alternate
Disburse-
ment System
support

-PIM  (Dis-
bursement )
system
-fata Intry
support



ACTIVITY

PELL GRANT COMPONENT

1. PRE-APPLICATION SUBSYSTEM (continuwed)

PROGRAM FEATIRES

SUBSYSTEM STEPS

1.9 Disbursement Systew
Planning

be-€

o7

1.9 o ED must administer grant pro-
gram through participating
fnstitutfons (Regular Dis-
bursement Systes) or must
disburse funds directly to
recipients (Alternate Dis-
bursement Systew).

o £D must annually review data
elements, progras forms, and
processing procedures to reflect
legistative and administrative
changes.

Inputs

1.9.1 o OPO reviews financial
procedures.

1.9.2 e DPO compiles data
elements required for
RDS program's partici-
pating institutions.

DRAFT

Processes Outputs

e DPO obtains allot-
ment and CANs from £0
Finance.

¢ Financial pro-
cedures revised

o DPO obtains final
payment schedule from
DPPD and reviews Payment
schedule instructions.

o DPO reviews fund
fnitialization require-
ments for RDS and revises
as needed.

o DPO requests stop-
action/problem school
1ist from DCPR/ILCB.

o Reguired data
obtained and
compiled for RDS
participating

e DPO compiles list institutions.
of tnstitutions to be

funded under RDS and

sends 1ist to WLCB for

certification.
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PELL GRANT COMPONENT
1. PRE-APPLICATION SUBSYSTEN (continucd)
ACTIVITY PROGRAM FEATIRES L L _SUBSYSTEM STEPS o o
Inputs Processes Outputs
1.9 Disbursement System 1.9.3 o DPO reviews program o DPQ verifies handling @ Procedures
Planning (cont.) administration proce- procedures for Special established and
dural steps and forms. Requests. forms created for

gram administra-
e DPO confirms EDFMIS tion.
processing requirements,

o PO develops recipient
exchange manual for RDS.

gZ~-¢

¢ DPO develops ADS
handbook .

o DPO develops authoriza-
tion letter form, Progress
Report form and instruc-
tions for RUS.

o DPO develops 304 and 3M -1
forms and instructions for ADS.

e DPO develops Student Vali-
dation Roster (SYR) procedure.
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PELL GRANT COMPONENT
1. PRE-APPLICATION SUBSYSTEM (continued)
ACTIVITY PROGRAM FEATIRES _ . . . SuBSYSVEeM SItPS .
Inputs Processes Cutputs
1.10 Institutional Funds 1.10 o Institutions receive funding 1.10.1 & £0 PIN Disburse- o PIM Disbursement e Initial Author-
Authorization amount each award year based on ment System determines System notifies in- fzation notifica-
annual congressional appropriation, by formula (considering stitutions of Initial tion sent to
and formula {s developed annually congress fonal appropria- Author ization amount institution.
by ED and approved by Congress. tion, number of certified {threugh ED Financial
institutions, estimated Management Information
number of eligible grant System (EOFMIS) and ED
recipients) an estimate Payment System {(EDPMTS).

of funds each institution
requires for first quarter
of award year.

9¢-~-¢

61
62




ACTIVITY

PELL GRANT COMPONENT

2. STUDENT APPLICATION SUBSYSTEM

o

PROGRAN FEATIRES

2.1 Student Application

62

2.1 @ Students must file a single

application annually, through

an authorized Processor, to
receive a Pell Grant. Authorized
Procesdors include the Pell Grant
Central Processor and the various
MOt Processors.

o Student must file application
with Processor between January 1
rior to the acadewmic year and
Sircﬁ 15 of the academic year to
be eligibYe for a grant for each

award year

o Application contains demoyraphic

and financial data used by Pro-

cessor and institution to determine

eligibility and financial need.

.

2.1.1 o Student obtains
application form,

2.1.. @ Student sends com-
pleted application
to appropriate
Processor,

... SUBSYSTEM SIEPS

Processes

o Student and/or parents
fill out cither Pell
Grant application form
or one of the MOt
application forms,

o If application sent
to ML Processor,
appropriate data are
forwarded to Pell Grant
Central Processor.

o Central Processor
passcs application data
through series of com-
puter checks.

o If application is deter-
mined to be incomplete or
inconsistent, Central Pro-

cessar retarns to student
for clarification.

DRAFT

Outputs

e Application
conp Teted by
student .

o Notice of
errov/insuft i-
ciency sent to
Student , if
necessary,

)
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PELL GRANT COMPONENT
2. STUDENT APPLICATION SUBSYSTEM (cootinued)

ACTIVITY PROGRAM FEATIRES

v ... SUBSYSTEN STEPS _

Input

2.1 Student Application {cont.) 2.1,7 & If student receives

notice of error or
insufficiency, student
and/or parents revise
applications as
requested.

¢ Student resubmits
application to Central
Processor.

8¢-¢t

65

DRAFTY

Qutputs

¢ Application
passed through
series of com-
puter checks

for consistency
and completeness
by Processor.

66
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PELL GRANT COMPONENT
3. STUDENT ELIGIBILITY DETERMINATION SUBSYSTEM

ACTIVITY PROGRAN_FEATURLS — e SUBSYSTEN STEPS D
Inputs Processes , Outputs
3.1 Student Eligiblity 3.1 o To be eligible for a Pel! 3.1.1 e Processor retains ¢ Processor checks appli- e S5AR sent to
PDetermination Grant students must wmeet basic application after cation data against applicant by
eligibility criteria establjshed ' checking 1t for com- established criteria to  Processor.,
by taw and regulations: pletness and consistency. determine basic eligi-
bility.
-U.S. citizen, national, or
permanent resident ’ e Using financial data
-Mo bachelor's degree from application, Pro-
W -Enrolled in an eligible progras cessor calculates Stu-
g and institution dent Atd Index {SAI),
O -Enrolled at least halif-time - indicating financial need.
-Maintain satisfactory academic
standi e Processor compiles Stu-
~-Owe non?itle IV grant repayment dent Aid Report (SAR) for
at the same institution each applicant, indicating
-Owe no Title IV loan default eligibility status and SAI.
at same institution
-Not fully supported by a religious
order
-File a Statement of Educational
V Purpose .

~-File a financial ald transcript
-Demonstrate financtal need

)
¢
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PELL GRANT COMPOMENT
3. STUDENT ELIGIBILITY DETERMINATION SUBSYSTEM {continued)

_ ACTIvITY —_ _PROGRAM FEATWRES = SWBSYSIEM SWEPS o

Inputs Processes Outputs

3.1 Student Eligibility ® To be eligible for a grant, 3.1.2 @ Student submits SAR o Institution reviews SAR o Final eligi-
Determination {cont.) students must demonstrate to institution in data, using federally estab- bility and ade-
financial need exists between application for Pell Jished criteria. quate financial

ability to pay for, and cost of, Grant. need for sty-

Cy education expenses. Congress and o Institution reviews dent applicant

' ED estabifsh financial need cri- applicant's SAl aqainst is determined
teria: its established cost of by institution,

instruction.

-Dependency status

-Adjusted gross income

-Wage income
-Social Security benefits
-Other nontaxable income
-Yeteran's educatfonal benefits
-Home/business/investment assets
-Cash/savings/check ing
-Federal income taxes paid
-Household size
-Number attending postsecondary

institution
-Parents’/student’'s marital status
-0lder parent’s age
-Medical expenses
¢ -Other educational expenses

-Dependent student’s income/assets -

QE-¢€

Saws



1e-¢€

___Acrivay PROGRAM FEATURE S

PELL SRANT COMPONENT
3. STUDENT ELIGIBILITY DETERMINATION SUBSYSTEM (continued)

SUBSYSTEN SIEPS

3.2 vValidation 3.2 o Data submitted to establish
eligibility must be verified
by the student upon reguest of

the institution.

® Verifying documentation must
be supplied to Central Processor
(if necessary) by July 15 and to

institution by August 15 of the '

award year,

3.2,

i

Inputs

e Control Processor

flags ARs containing
quest ionable or incon-
sistent data for vali-
dation by institution,

3.2.2 ¢ Student receives

validatfon request
from institution.

3.2.3 ¢ Instjtuticn reviews

verifying documentation
and/or revised SAR.

Processes

e Institution processes
SARs, noting those

f lagged by Processor

for val dation and
determining those
containing question-

able data when re-

viewed against insti-
tutional criteria.

e Student and/or parents
must supply verifying docu-
mentation to Central Pro-
cessor If requested, or to
institut fon by established
deadline.

¢ If verifying documenta-
tion is sent to Processor,
Precessor complies revised
SAR and sends it to
institution.

o Institution determines
accuracy and consistency
of documentation.

o Institution processes
revised SAR.

DRAF T

Outputs

e Validation
request issued

by institution
for flagged or
questinnahble SARS

e Institution
ceives docu-
mentation and/or
revised SAR.

e SAR is vali-
dated and stu-
denl certified
as eligible for
grant hy
institution.

~2
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PELL GRANT COMPONENT
4. STUDENT BENEFIT CALCURATION SUBSYSTEN

ACTIVITY PROGRAM FEATIRES o . SUBSYSTEM STEPS . -
Inputs Processes
4.1 Student Award Calcula- 4.1 o Institution determines grant " 4.1.1 o Institution determines ¢  Institution determines
tion (Regular Dis- amount for eligible students using amount of grant award. size of student's grant
bursement System) established criterfa: using £0's Pell Grant Pay-

ment Schedule.
-Enroliment status
-Expected family contributions o Institution determines
-Cost of attendance number of individual
{equal) disbursements.
o Congress authorizes minimum/
maximum grant awards, SAl cutoff, s Institution sends
reduction schedules. sward letter to student,

o ED determines Pell Grant Payment
Schedule, institutional funding.

4.1.2 o Student receives o Student signs award
award notific:tion. letter and returns to
institution,

DRAF Y

Outputs

o Award notifi-
cation sent to
student by
institution.

e Signed award

letter returned
to institution

by student.

ey
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PELL GRANT COMPOMENT
4. STUDENT BENEFIT CALCULATION SUBSYSTEM (Cont inued)

ACTIVITY PROGRAM FEATURES e . SUBSYSTEM STEPS .~
Inputs Processes Qutputs
4.2 Student Award Calcula- 1.2 o A relatively small number of 4,2.1 @ Student sends eligible o  ADS Contractor e Notice of
tion (Alternate Dis- students (approx. 35,000) receive SAR to £D ADS Processor determines amount of initial award
bursement System) Pell Grants under the Alternate {atong with ADS form grant, using Pell Grant amount and ADS
Disbursement System. These students 304 - see step 5.5.1 Payment Schedule. form 304 -1
attend fnstitutions which cannot below) (Request for
or choose not to calculate and # ADS Contractor Additional Pay-
disburse grant awards. Under ADS, determines number ments) sent to
ED acts as the financial officer, of disbursements to student. Copies
W calculating awards and tssuing student. sent to insti-
t payments directly to the students. tution and €0 ADS
w Section., Payment
w
tape also sent to
ED ADS Sedtion,
o~ !
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PELL GRANT CONPONENT
5. FUNDS DISBURSEMENT SUBSYSTEN
ACTIVITY e PROGRAN FEATIRES . . SUBSYSTEM STEPS o
Inputs Processes Outputs
5.1 £stablishment of 5.1 ¢ Institutions may choose to receive 5.1.1 e Institution requests o EDPMIS makes special o Account estab-
tetter of Credit federal payments through the Letter Letter of Credit pay- arrangements with Federal Tished.
of Credit payment method. ED authorizes  ment method from £O. Reserve or local bank to »
the institution to draw funds as needed handle institution's
(up to the established ceiling) from: account .
~-Federal Reserve System
-federal Reserve Bank
w -Local commercial bank
' .
: 5.2 Establishment of Cash 5.2 o Institutions may choose to receive 5.2.1 e Institution requests @  EDPMIS processes ¢ Cash Request
Reguest System federal payments through the Cash Request System request, authorizes System method
Cash Request Systes payment payment method and payment, notifies established and
method. ED authorfzes finstity- submits Initial Request Treasury. . infttal payment
tions to draw funds monthly, for Funds and Recipi- authorized,
directly from the Federal Govern- ent Cash Advance form
ment, under guidelines: (ED 874).
-Institutions must request funds
needed; funds are not advanced
sutomatically.
~-Cash Request System is for all
programs EDPMTS administers, not
Pell Grants only.
~Amount of each request cannot
. exceed combined grant authoriza-
tion atnus all previous monthly
payments received for award year.
Laf IS
FArA |
Y
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5.3 Disbursement to
Instituttons

~
-

ACTIVITY

PELL GRANT COMPONENT

5. FUNDS DISBURSIMENT SUBSYSTEM

PROGRAM FEATURES

5.3 » ED must disburse payments to par-

ticipating institutions at specified
times during the award year for
implementation of the program.

o Institutions must request payment
from ED through established lLetter
of Credit or Cash Request System
methods .

e Under RDS, institutions administer
program and make grant payments to
students,

s _ tlitutions required to submit
progress reports and collected
SARs to £D on October 31,
February 28, and June 30 of ecach
award year.

@ Progress Report shows:

~Actual dewmand for funds as reflected
by number of eligible recipients for
Quarter

-Actual funds allocated

-Actual grant funds paid to students

5.3.1

5.3.2

Inputs

o If institution sub-
mits Initial Request
for Funds through
Letter of Credit
method, ENPHIS pro-
cesses request.

o If institution submits
fnitial Request for
Funds through Cash
Request System (accom-
panied by Recipient

Cash Advance Form-

£EN 874).

_.. _SUBSYSTEN STEPS
Processes

o EDPMIS notifies
Treasury and
institition.

o TIreasury processes
and authorizes Letter of
Credit to appropriate
financial agency.

¢ Treasury processes
and authorizes Letter of
Credit to appropriate
financial agency.

e EDPMIS processes
request.

¢ EDPMIS notifies
institution of initial
payment amount.

o FDPMIS notifies
Treasury of jinitial pay-
ment amount.

¢ Treasury cuts
initial payment
to institution.

DRAFJ

Outputs
¢ letter of
Credit received
hy financial
agency which
authorizes expen-
ditures up to
ceiling for
specified period
for institition.

o Initial funding
recelved by
institution.
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5.3 Disbursement
Institutio

/

LAY

PELL GRANT CONPOMENT

5. FUNDS DISBURSEMERT SUBSYSTEM (Continued)

_ PROGRAM FEATURES

¢ The quarterly fund disbursement.
process may beé implemented on an ac hoc
basis for any quarter when an institu-
tion finds funds are not suffficient to
carry out the progras until the next
regularly scheduled adjustment. To
receive interim funding, the institution
submits an Ad Hoc Prcgress Report and
SARs to ED.

5.3.3

5.3.4

5.3.5

5.3.6

¢ Institution receives
fnitfal disbursement.

o £0 recetves quarterly
reports.,

o Institution recelves
Adjusted Author ization.

¢ ED recetves quarterly
payment request and
reports.

_. . SuBSYSTEM STEPS

Processes
e institution makes grant
payments to students.

¢ PIH (Disbursement)
System process Progress
Report, notiffes fastitu-
tion of Adjusted Authori-
zation for next quarter
{through EDFMIS and EDPUTS).

o institution completes
Periodic Request for Funds
and Recipient Report of
Expenditures (ED 868).

¢ Cash Reguest System
instftution also compieles
Cash Reconciliation State-
ment .

o EDPMTS proresses request
through Letter of Credit or
Cash Request System:

~-EDPMIS anthorizes pay-
ment

~-EDPMIS notif jes Treasury
and institution

o Treasury authorizes
Letter of Credit or makes
direct payment.

DRAFT

Outputs
® Quarterly Prog-
ress Reports and

to ED by insti-
tution

o Subsequent
authorizations
determined by
£D.

e Periodic
funding sub-
mitted to £D

by institutions.

e Institution
receives sub-
sequent funding.

§2



ACTIVITY

PELL GRANT COMPONENT

S. FUNDS DISBURS' MENT SUBSYSTEM (Cont inved)

PROGRAN FEATURES

5.4 Disbursement to
Student (RDS)

W 5 4§ Dishbursement to
(L Student {ADS)

~J

P
~ -
s

5.4

5.5

o Under RDS, institution makes
grant payment to student by check,
by crediting account, or both.

0 Payment must be disbursed at
least twice a year.

0 Under ADS, ED makes grant payment
directly to student through U.S.
Treasury.

o Payment must be disbursed at
Teast twice a year.

5.4.1

5.5.1

5.5.7

Inputs

o Institution receives
signed award letter.

o Student submits
*Request for Payment
of Pell Grant”

(€D form 304) to
institution for
initial psyment,

and periedically sub-
mits £f) form 304-1 to
institution for subse-
quent payments.

o ED ADS Section
forwards tape to
LIPMTS (see step 4.7.1
above).

SUBSYSTEM STEPS

Processes

o Institution disburses
grant award payment to
student by check, by

crediting student's account,

or both.

o Institution verifies
student attendance by
completing Part 8 of

£0 304 or 304-1,

o EDPMIS reviews tape

and submits it to Treasury.

0 Treasury cuts check
and sends to student.

DRAFT

Outputs

o Student
receives Pell
Grant payments,

o Institulion
sutwnits 0 304
or 30-1 to
ADS Contractor.

0 Student
receives Pell
Grant payment.



6.1 Student Account
Reconciliation*

ge~¢

PELL GRANT COMPONENT
6. ACCOUMT RECONCILIATION SUBSYSTEM

PROGRAM FEATURES

6.1 @ Institution must maintain 6.1.1 o Institution maintains
accurate accounting records of records of payments and
disbursements. compfles records of grant

award recipients for

o Institution must maintain award year.

records on each grant recinient

for each award year,

6.1.2 @ If institution makes
overpayment to student
due tu change in enroll-
mont status, etc., insti-
tution must recover

overpayment .

e Institution is liable for over-
payments to students and must
collect overpayment or reconcile
from own funds.

_._. SUBSYSTEN STEPS

Processes

e At end of award

yedar, institution and
reviews records deter-
mines grant amount dis-
bursed to each recipi-
ent is correct.

e Institution may

- Adjust subse-
quent disburse-
ments during award
year

- Contact recipient
and collect over-
payment

- Refer case to ED
for resolution.

or institution reconcile

overpayment from instf.
tutional “unds.

*The student account reconciliation process is the same for ADS students as for RDS students, except FD, not the institution,

ts the actor under ADS.

59

DRAF T

Outputs

e Institution
¢ loses student
accaunt for
award year.

e Institution
reconciles
account for
each recipient

5) t)
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PELL GRANT COMPONENT
6. ACCOUNT RECONCILIATION SUBSYSTEM (Continued)

o Institution must report all
program expenditures to ED at
end of award year.

6.2.2 o Institution receives
o Institution must account for initial SVR from LO.
all expenditures at end of
award year.

6.2.3 0 tD receives verified
o £D reconciles fnstitution’s SYR from institution.
account at the end of each award
year by producing a Student
Validation Roster (SVR)
which

~Collects adjustments and
corrections to data originally
provided oa SARs

~-Obtains finstitutional veri-
fication of amount of Pell
funds actuvally disbursed to
each recipient

-Reconciles institutional
expenditures of Pell funds

&7

. AcTiviry PROGRAM FEATURES  __ SUBSYSTEM STEPS —
Inputs Processes
6.2 Institutional Account 6.2 o Institutyon must maintain 6.2.1 ¢ Institution submits end @ PIMS produces initial
Reconciliation accounting reccrds and recipi- of award year Progress Student Validation
ent records for the award year. Report to ED. Roster (SVR) based on

fnstitution's submis-
sion of SARs and Prog-
ress Reports to date.

¢ Institution verifies
or corrects data on

SYR based on own records.

o PIMS processes final
SYR, notifies institu-
tion of account recon-
cilfation (through
EDFMIS and EOPMNIS).

cn
4

DRAF T

Outputs

® Initial SVR
issued o
institutinn,

e Verified SVR
qent to t1.

o FDPHIS closes
institution's
account .,



DRAF T
PELL GRANT COMPONENT
f. ACCOUNT RECONCIL IATION SUBSYSTEM
- oAy PROGRAM FEATWRES T . SUBSYSTEM SIEPS L o
Inputs Processes Outputs
h.3 Program Review and 6.3 @ To administer program, institu- 6.3.1 o D initiates audit/ e Institution supplies ® Program reviow/
Audit tion must agree to maintain accur- program review. financial/program and it report
ate records, to audit program records as required. issued by BD,
expenditures biennially, and to
make records available upon e tD reviews records
request to £D. for accuracy, consis-
tency, completeness,
w o £D legally authorized to con- and compliance with Taw.
§ duct financial audit and program
> review.
o
6.3.0 @ Institution receives ¢ Institution makes e Institution's
LD report. necessary program program and
changes, financial expenditures
restitutions revised.

{1f required).

C._"
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S
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DRAFT
6SL COMPONENT
1. PRE-APPLICATION SUBSYSTEM
__ACTIVIIY PROGRAM FEATURE S SUBSYSTEN STEPS L
Inputs Processes Outputs
1.1 Budget Forecasting 1.1 @ Program §s quasi-entitlement; 1.1.1 ¢ Division of Policy and e Expenditures are fore- o Budgel forecast

all students meeting eligibility Program Development (DPPD) cast for award year developed,
requirements are entitled to and Office of Planning, using possible interest
loan gquarantee, and all students Budget, and fvaluation and special allowance
who demonstrate need are entitled {(OPBE) develop fund rates, estimates of loan
to loan subsidies. However, the forecast model, volume, and estimates of
student is responsible for default and write-off
locating a Joan source. rates.

‘T‘ o Appropriations are determined

o~ annually by Congress and adjusted

~ when necessary. Appropriations
are determined by fnterest and
special allowance rates which are
set annually and by forecusts of
Toan volume and default/write-off
rates.

V) )
g} (s </ ) ]
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DRAFT
6SL COMPONENT
1. PRE-APPLICATION SUBSYSTEM (Continued)
. _AcTiviry PROGRAM FEATURES . SUBSYSTEM SYEPS .
Inputs Processes Outputs
1.2 Budget Development 1.2 o Congress anmmually determines 1.2.1 o DPPD/OPBE develops ¢ Budget approved e [nitial £D
appropriations according to budget based on estimates through OF SA, OPBE, budget document
specific government -wide from forecast model and and EN Secretary. cempleted.,
procedures. This process is on interest and special
repeated during a fiscal year allcwance rates chosen to
if appropriations need to be fit policy decisions and
adjusted. priorities.
(W]
I o See features listed under 1.2.2 o ED submits budget to o OMB reviews and revises o Budget document
S 1.1 above. M8, or approves budget. revised/approved.
1.2.3 8 OMB submits Adminis- o Congress reviews, ¢ Budget approved
tration's budget to debates, revises, or and funding level
Congress, approved budget. established and
funds appropri-
® Congress appro- ated,

priates funds.

g4 J3
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ACTIVITY

65U COMPONENT

1. PRE-APPLICATION SUBSYSTEN (Continued)

PROGRAM FEATURES

1.3 Promulgation of
Regulations

1.3 o ED has authority to adeir ister
progras and promulgate regu-
lations.

¢ Regulstions must be promul-
gated annually, covering progras
features such as interest rates,
need analysis algorithm, family
contribution schedule, data
ftems required, and procedures.

1.3.1

1.3.2

1.3.3

1.3.4

SUBSYSTEN STEPS

Inputs

o Congress establishes
through Tegislation:
program intent, basic
pligibility criteria,
authority of ED to
administer program,
and promulgate regu-
Tations.

o Public responds to
published NPRM.

o OMB receives proposed
regulations.

e ED submits proposed
regulations to Congress.

Processes

o DPPD drafts regula-
lations.

e DPPD sends draft
through OF SA, OPE, OPBE
to ED Secretary for
revision or approval,

o ED revises proposed
regulatfons as necessary.

o UMB revises or approves
regulat fons.

o Congress reviews
regulat jons

o Congress either dis-
altows regulations (in
which case they are
revised and resub-
mitted) or allows them
to stand.

BRAF Y

Outputs

o NPRM published
in Federal

Register by En.

¢ Proposed regu-
Tat tons submitted
to OM3 by £D.

o OM8-approved
reg:tlat ions
returned to ED.

e Final regula-
tions published
in Federal

97
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ACTIVITY

GSL COMPONENT

L. PRE-APPLICATION SUBSYSTEN (Continued)

PROGRAM FEATURES

1.4 Forms Development

[
9.4

1.4 o Program activities must be

documented.

o Forms must be developed for
ED reporting, processing and
recordkeeping, Including
Request for Interest and Special
Allowance Payments, GA Quarteriy
Report, School Confirmation
Report, and Request for Insti-
tutional Elfgibility.

e ED s reruired to maintain
summary statistics on program,
to calculate interest and special
allowance subsidies, and to
process claims under reinsurance
provisions, etc.

Inputs

1.4.1 2 DPPD and DPO determine
data needed for LD
processing and record-
keeping.

1.4.2 o FtDAC raviews forms
instructions.

1.4.3 o DPPD establishes print-
ing quantities and sub-
mits requisition to GPO.

__ SUBSYSTEM STEPS

Processes

o DPPD and DPO determine
changes in forms and
instructions.

@ FEDAC accepts or
rejects proposed changes

o GPO delivers forms to
pero.

DRAFT-

Outputs

® Requests for
changes in forms
and instructions
submitted to
FEDAC.

e Approved forms
returned to £0.

o forms delivered
to relevant par-
ticipants by
PrPn.

39
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_.Acnary

6. COMPONENT

1. PRE-APPLICATION SUBSYSTEM (Continued)

PROGRAM FEATURE S

1.5 GA forms
Development

1.6 Institutional
Eiigibitity
Determination

10

1.5

1.6

o The State Guarantee Agency (GA)
is the authorfized Federal agent
for 6SL and s given responsi-
bility for acting as a middleman
between lenders, institutions,
and ED. BA {s required to keep
detajled program statistics and
to process applications, fnsur-
ance gQuarantees, claims, etc,

1.5.1

¢ To administer Title 1Y pro-
graas, institutions must be deter-
mined by £D to be eligible under
congressionally established
criteria.

1.6.1

o Different eligibility criteria

are used for:

- Traditional higher education
fnstitutions

- Proprietary institutions

- Postsecondary vocational
institutions,

¢ DPPD and DPO deter-
mine data items for
GA forms according to
regulat ions,

¢ Institution completes
and submits Request for
Institutfonal Eligi-
bility (£D 1059).

... SUBSYSTEM SIEPS .

Processes

o GA designs forms for
its use that include
mandated data items,
including student
application form and
Lender Transaction
Statements (LTS).

e Eligibility and Agency
fvatuatfon Staff (EAES)
of OPE review form and
documentation to
establish eligibility
according to legisla-
tion and regulations,
requesting additional

information if necessary.,

DRAFT

Outputs
e GA forms are

published and
distributed,

o Lligibility
Certification
etter issuved
o institutton
eligible.

J

e

1aj
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ACTIVITY

61 COMPONE NY
1. PRE-APPLICATION SUBSYSTEM (Continued)

PROGRAM FEATURE S _.. SUBSYSTEM STEPS

1.7 Institution

Certification

)
!
1

-y

—

1.7.1 o

institutions must de certified
by €D as adwministratively cap-
able and financially responsible.

Processe

Inputs

To administer Title IV programs, 1.7.1 e Institution submits
documents and financial
statements required for
certiiication.

o Institution and Lender
Certification Branch
(ILCB) of DCPR reviews
documents and determines
institution to be cap-

To administer Title IV prograss, able and responsihle.

institutfons must agree to comply

with legislative and regulatory
provisions, that ts:

-

o

[.7.2 @ Institution receives
Program Participation
Agreesent,

o Institution sitgns Agree-
ment, agreeing to admin-
ister prograss under
congressionally and ED-
speci‘ied condit tons,

To comply with Student Assis-
tance General Provistons

To comply with Civil Rights
and Title IV regulations

To provide information on
financial aid programs, the
institution, and acadewic
programs

To audit student financial
aid programs biennially,
using ED guidelines

To maintain systemtatically
organized records and to make
the records avaflable to £0
upon request

To be recertified every

three years.

1.7.3 o 1CLB/DCPR receives
agreements,

o TCLB/DCPR compiles
Tist of institut jons
certified to administer
programs.,

PDRAF T

Outputs
e Progeam Parti-
pation Agreement
issued Lo

institution if
eligible.

o Signed Agree-
ment seant to
1CLB/DCPR.

o Annual list of
certified
fastitutions
established,



DRAFT

GSL COMPONENT
1. PRE-APPLICATION SUBSYSTEN (Continued)

ACTIVITY PROGRAM FEATURES L ____SUBSYSTEM STEPS . e
Inputs Processes Outputs
1.8 Lender Eligibility 1.8 @ GA s the suthorized Federa) i.8.1 o Lender applies to GA o GA reviews application e lender con-
Determinat fon ager.t for GSL and fs required for GS. eligibility. and approves or dis- tract negotiated
to monitor lenders. . approves eligihility. by Lender and GA
if 1 'nder is
® Lenders myst meet eligibiifty eligible.

criteria and agree to comply with
recordkeeping and reporting
requirements.

g8§v-¢

¢ Schools may be lenders of last
resort, or have an origination
relattonship where the school
distributes Toan funds from
lenders. Eligibility require-
wents differ for lenders who are
scheols rather than private
organizations.




DRAFY
6SL COMPONENTY
2. STUDENT APPLICATION SUBSYSTEM
) _ ACTIVITY PROGRAN FEATURE S SUBSYSTEN STEPS = e
Inputs Processes Outputs
2.1 Student Application* 2.1 o 6A is the authorized Federal 2.1.1 @ Student obtains appli- e Student fills out o Application is
agent for 6SL and is reponsible cation from GA, lender, relevant portion of submitted to
designing student applications or school. application.** eligible school
which include mandated data jtems. by student.
¢ Student §s required to supply 2.1.2 o School fills out e School verifies e Application is
personal financial data to relevant portion of enrollment {nformation. returned to stu-
determine eligibility for loan application. dent, or retained
w guarantee and to demonstrate by schoal,
f need for loan Subsidies.
<
w o School fs required to supply 2.1.3 @ Lender retains appli- o Lender fills out ¢ Completed
enrolliment, other aid, cost cation after deter- relevant por'ion of applicatior is
of attendance and eligibility mining award amount, application if loan temporarily
information for award calcula- fs approved. retained by
tion, and to verify enroliment Tender (see
status, Step 5.3.1),

¢ Lender fs required to supply
information on amount of Joan.

* Certain eligibility determination and award calculation steps occur concurrently with these application steps.
These items are covered under the relevant components on the following pages.

*#Student is responsible for notifying lender {if application information changes.

~J
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DRAF T
GSL COMPONENT
3. STUDENT ELIGIBILITY DETERMINATION SUBSYSTEM
ACTIVITY PROGRAM FEATURES — N , SUBSYSTEM STEPS
Inputs Processes Outputs
3.1 Student 3.1 @ School s responsible for 3.1.1 @ Schoo! retains appli- ® School reviews appli- o Student eligi-

Eligibility
Determination

0S-¢

determining student eligibility
for loan guarantee and loan
guarantee and loan subsidy.

cation after fulfilling cation for compliance
its responsibilities
under the application
component ,

bitity for loan
with mandated eligibil- quar antee is
ity criteria. determined.

¢ To be eligible for a loan
guarantee, students must meet
basic eligibility criteria
established by law and regu-
lations:

- WS.citizen, national, or
permanent resident

- Enrolied in ay eligible program
and fnstitution

- Enroiled at least haif-time

- Maintain satisfactory academic
standing

-~ Owe 0 Title IV grant repaywent
at the same institution

- Owe no Title IV loan default
at the same fnstftution

- Not have outstandinc GSL loans
that exceed maxframs established
by law

- File a Statement of Educationa)
Purpose

- File a financial aid transcript.

10y
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ACTIVITY

GSL COMPONENT

3. STUDENT ELIGIBILITY DETTRINATION SUBSYSTEM (Continued)

PROGRAM FEATURES

SUBSYSTEM STEPS

Student Eligibility
Determination {cont.)

3.1 & To be ejigible for a loan
subsidy, a student must dewon-
strate need. Need is assumed
if AGI 1s less than $30,000.
If AGI exceeds $30,000, an
approved needs analysis test
must be applied to determine
need.

3.1.2 @ School reviews appli-
cation for demonstratfon
of need.

Processes

o If AGI is more than
$30,000, school applies
approved needs analysis
test; otherwise, neced is
assumed to exist.

DRAFT

o Student eligi
bility for loan
subs idies is
determined.
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ACTIVITY

6SL COMPONENT

4. STUDENT BENEFIT CALCULATION SUBSYSTEM

PROGRAN FEATURES

SUBSYSTEM STEPS

DRAFT

4.1 Determination of
Loan Limits

Za-¢

4.2 Determination of
Loan Amount

Q Jl : :2

4.1 & Progras sets yearly and aggre-

gate saximams for loans, as
well as a mfnimum (which can
be negotiated by student and
Jender). Maximum {s reduced
according to lack of demon-
strated need. Maximums vary
depending on whether or not
the schoo! s the lender.

@ School is responsible for
determining loan maximums and
winimams, subject to program
requirements.

4.2 o Student §s responsible for

finding available loan capital,
although school and GA may
provide assistance.

e Lender has discretion in
determining loan amounts subject
to maxfmum, and in approving
individual applications.

® Schools may be Jenders of last
resort, or have an origination
relationship where the school
distributes loan funds from
fenders.

Inputs

4.1.1 @ School retains appli-
cation after determining
student eiigibfility.

4.2.1 o Liigible student sub-
mits application to one
or wmore eligible lenders,
or to school if school
fs a lender or has an
origination relationship
with lenders.

Processes

# School determines
maximum Toan amount sub-
ject to need and other
mandated criteria.

® Lender or school deter-
mines loan amount (if
any) subject to Vimits.

Outputs

e Application
and loan limit
inforwation are
returned to
student or
retained by
school.

o Student s
notif ied of
decision.
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ACTIVITY

GSL COMPONENT
5. FUND DISBURSEMENT SUBSYSTEM

PROGRAM FEATIRES

5.1 is;uance of
Promissory Note

$.2 Loan Deductions

5.3 Guarantee Approval

5.1 @ Promissory note muyst be signed
by student and must include
information on loan conditions,
on repayment schedule, and on
truth in lending requirements.
Student must also agree that
money will be used only for
educat fonal purposes.

o lender may retain up to 5% of
loan principle to offset sub-
sequent federal special allow-
ance payments.

® Lender may deduct insurance pre-
Aium from face value of loan if
required by GA. Preaium may not
exceed 1X of loan principle multi-
plied by the length of the student's
enrol Iment and grace period.

e Loan status must be reported to
GA and 0.

5.3 @ GA is the authorized federa)
agent and provides loan fnsur-
ance subject to program requir:-
ments.

5.1.1 @ Lender approves

student Yoan.

¢ Lender may deduct
origination fee and/
or insurance premium

from face value of loan.

5.3.1 o Lender submits com-

pleted application
to GA.

___ SUBSYSIEM STEPS

Processes

¢ Lender develops
promissory note.

o Student sions note.

¢ Lender completes {oan
Transact fon Statement
(L1S) to report loan
activities.

¢ GA reviews application
for compliance with
progras requirements.

¢ GA approves or dis-
approves loan
gquarantee.

DRAFT

Outputs

¢ Signed promis-
sory note is
retained by
lender.

¢ LIS and insur-
ance premium
submitted to GA
by lender.

® Application is
returned to
lender and
student | schon
and lender are
notified of
decision.
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ACTIVLIY

&SL COMPONENT

5. FUND DISBURSEMENT SUBSYSTEM (Continued)

PROGRAM FEATURES

5.4 Loan Disbursewent

bt
<p

5.4 e Loan disbursement {s required
at least once per year, more
often {f loan exceeds certain
amounts.

@ School can retain its portion
of Joan funds with student
approval; otherwise, funds go
to student.

® Student must maintain enroliment
status to recefve funds.

Inputs

5.4.1 o Lender issues check to
student, or to school
and student, with
written permission from
student . Check {s matled
to student or school,

__ SUBSYSTEM STEPS

DRAF T

Processes Outputs

o Check cashed
by student or
returned to tO.

e If check ts maifed to
school and is payable

to student only, school
gives check to student.

¢ If check §s mailed to
school and is payable to
student and school, school
gets student’'s endorse-
ment, cashes check, retains
school portion, and gives
remaining funds to student.

e If check is mailed to
student , studeant receives
check.

¢ If student does not enroll
in school, schonl returns
check to ED.
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85 “LewONINT
5. FURD DISBURSEMENT SUBSYSTEN (Continued)

ACTIVITY PROGRAN FEATURE S SUBSYSTEN STEPS o
Inputs Processes Outputs
5.5 Interest and Special 5.5\ MNoteholder fs entitied to Fed- 5.5.1 @ Noteholder or servicing e SMA performs edits and @ Data forwe ded
Allowance Payment ral payment of interest dyring agent submits Lenders validation and enters to BLS ‘f payment
tudent enroliment, grace and Request for Interest and  data. can be machine
ferment periods to subsidize Special Allowance (ED processed, or to
student loan costs. Amount paid Form 799 and relevant 18S f manual
depends on when loan was made. supplements) to SMA for processing is
Student need must be demon- interest and specia) required,
w strated for loan to receive allowance payments,
s sudsidy.
wn
v o Moteholder is entitled to Fed- 5.5.2 @ B(CS or TBS rev.ews 799 @ BCS or T8S determined @ If BCS did
eral payment of specis! allow- for completeness and amount of payment, processing, pay-
ance over the life of the loan. accuracy. went tape for-
Amount paid depends on when warded to T8S;
Joan was made, on Treasury 81l if 18S did
rates, and on formuls set by processing,
regulations. payment infor-
mation retained
# Noteholder must request special hy 18S,

allowance and interest subsidies
from ED, reporting mandated data.
Requests may be submitted annually,
semi-anmnually, or quarterly,

5.5.3 @ IBS prepares payment e Youcher suybmitted to @ 18S notified of
voucher, ED Finance. fund transfers,

o £D Finance sends
voucher to Treasury.

o Treasury transfers
funds to note owner.

:d
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DRAF T
- GSL COMPONENT
5. FUMD DISBURSEMENT SUBSYSTEM (Continued)
___ACTIVITY PROGRAM_FEATURES SUBSYSTEM STEPS o
Inputs Processes Outputs
5.6 Administrative Cost 5.6 ¢ GA may receive an Adminis- 5.6.1 @ GA submits Adminis- o ED reviews ACA request. e Funds trans-
Allowance Payment trative Co't Allowance (ACA) trative Cost Allow- ferred to GA.
of up to 1X of the principle ance (ACA) application
to cover operating expenditures. to £D. o If approved, ED submits

Request may be sent in quar-
terly and must be fustified.

9¢-¢

T
<

paywent voucher to ED
f inance.

e ED Finance sends voucher
to Treasury.

1
¢
P



W
f

(9]

~J

ACTIVITY

6Sl. COMPONENT

6. ACCOUNT RECONCILIATION SUBSYSIIM

PROGRAN FEATURE S

6.1 Note Transfer and/or

Servicing Contract

6.2 Enroliment Status
Reporting

Y
o
DO

6.1 @ SLMA and other participant

6.2

6.1.1

organizat ions are authorized
to provide a secondary market

for student loans.

o Lenders may use standard
Toan servicing practices.

o £ED pays note owner for loan

6.2.1

interest while eligible student
ts enrolled in school at least

ha‘f-ﬂﬂ:

o Enroliment status must be

6.2.2

reported semi-ammually.

& Student must enroll in
school to receive losn funds.

o Student must notify note owner
if application tnformation

changes.

6.2.3

6.2.4

6.2.5

Inputs

e Lender may sell or
warehouse loan in
secondary aarket and/
or contract out ser-
vicing function.

e BCS generates School
Conf irmation Report

{SCR) and submits to €D,

e School sends SCR to
GA.

o GA sends SCR to A,

o ED cancels loan checks |

returned for students
who did not enroll.

o Student notifies note
owner if status reported
on application changes.

. ..SUBSYSTEN STEPS

Processes

o Lender completes LTS
form to report loan
actions.

e £ sends SCR to
schools

* GA sends roster
taken from SCR to
relevant lenders.

o SMA enters data and
forwards 1t to 8CS.

¢ £0 updates records.

¢ Note owner adjusts
records.

DRAF Y

Outputs

o LTS is sub-
mitted to GA.

e Enrollment
tnformat jon
updated by
schnol.

¢ Roster is
checked by

lender for
stidents enter-
ing grace period.

® BCS files are
updated.

o Lender notified
of cancellation.

o Other partici-
pants are noti-
fied.

1 9
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6SL COMPONENT
6. ACCOUNT RECONCILIATION SUBSYSTEM (Continued)

ACTIVITY PROGRAM FEATURES . e SUBSYSTEM STEPS ——
Inputs Processes Outputs
6.3 Entrance into Grace 6.3 ¢ ED pays note owner for loan 6.3.1 0 Once enroliment status @ If horrowers engage in @ Once grace and
and/or Deferment interest during 6-12 month grace drops below half-time, activities that make them deferment status
Period period. Maximum grace period is borrower enters grace eligible for deferment, end, borrower
determined by when the loan was period. they may apply to note enters repayment
made and may be reduced through owner for deferment period.
borrower agreement with note status by providing
w owner. written evidence of
' eligibility.
g o ED pays note owner for loan

interest during deferwment period,
which may range from a 1-3 year
period depending on activity
borrower {s tnvolved in. Defer-
ment status may be granted to
borrowers who are disadbled, who
enter the military, who engage
in volunteer activities for
specific agencies, who enter

an internship, or who are unable
to find employment.

o Borrower must provide written
evidence of eligibility for
deferment .

‘e
<y
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ACTIVITY

6. ACCOUNMT RECONCILIATION SUBSYSTEM (Continued)

PROGRAN FEATURES

651 COMPONENT

SUBSYSTEM STEPS

6.4 Development of
Repayment Schedule

w
!
w
o

6.4 o SLMA is authorized to con-

solidate loans for borrowers
who meet certain conditions
and who have multiple loans,

o Borrower fs respos. .ible for
both interest and principle
payments after in-school, grace,
and deferment periods end.

o Repayment schedule must be
negot 1ated between borrower
and note owner, bdased on the
terms of the promissory note,
program regulations, and man-
dated time and payment limits.
Repayment schedule must be com-
pleted by beginning of repay-
ment perfod.

¢ Note owner @3y grant fore-
bearance and alter repaywent
schedule for a limited time
period if the borrower encoun-
ters temporary hardship; other-
wise, student s required to
meet repayment sc le with
no penalty for early payments
{see default and write-off
activities for procedures if
borrower misses paywent).

Inputs

6.4.1 @ Borrowers with
multiple loans may
consolidate them with
SLMA.

6.4.2 @ Prior to end of
grace and deferment
periods, note owner
contacts borrower.

6.4.3 @ Borrower may request
forebearance.

Processes

® Note owner fills out
LIS regarding consolida-
tion activity.

¢ Borrower and note owner
negotiate repayment
schedule,

o Kote owner may grant
forebearance, in which
case repayment schedule
is renegotiated.

14

DRAFT

e LIS submitted
to GA.

® Repayment
schedaile
received.

® Revised repay-
ment schedule
received.

O
~3
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6SL COMPONENT
6. ACCOUNT RECONCILIATION SUBSYSTEM (Continued)

ACTIVLITY , PROGRAM FEATURES S ... SUBSYSTEM STEPS . _ __
Inputs Processes Outputs
6.5 Loan Repaymen 6.5 ¢ Borrower is responsible for 6.5.1 o Borrower submits -y- ® Note owner returns o Completed LTS
both interest and principle ments to note owner promissory note to is sent Lo GA.
payments during repayment period. according to repayment borrower when loan is
Borrower is responsible for schedule is paid in full, paid in full,
adhering to repayment schedule, {See default and write-
off activities below for e Note owner fills out
o Note owner must return promis- treatment of missed LTS to report loan paid
saory nate to borrower when loap payments. ) in full,

i€ paid in full.

09-¢

o Note owner must notify GA of
foan status.
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ACTIVITY

651 COMPONENT

6. ACCOUNT RECONCILIATION SUBSYSTEM (Continued)

PROGRAM FEATURES

6.6 Loan Default

13¢
o

e Program requires that note
owner must take specific due
diligence steps to collect over-
due paysents from borrowers,
tncluding seeking pre-claims
assistance from GA or ED.

e Program authorizes GA fnsur-
ance and ED retnsuranace for
eligible 6SL loans. Under this
provision, lender losses are
repaid by the GA, and ED reim-
burses the GA, 3s long as man-
dated criter'a are met and
procedures are followed. Gener-
ally, the amount of reimbursement
is 100X of lost principle and
interest, although the reimburse-
ment rate msy be Jowered for GAs
with high default rates.

o Accounts must be updated when
borrower status changes.

6.6.1

6.6.2

6.6.3

6.6.4

Inpats

o Borrower misses
payment .

o Note owner subtwmits
default claim forms to
GA.

o GA submits Guarantee
Agency Request for Reim-
bursement for Claims

Paid (ED form 1189 series)

to CCS for default reim-
bursement .

o GA continues to
attempt to collect
from borrower, using
contracted or internal
resources.,

__ SUBSYSTEN STEPS _

Processes

¢ Note owner exercises
due diligence to collect
payment .

o GA reviews claim form
and may request addi-
tional documentation.

o CCS reviews claim form
and may request addi-
tional documentat jon,

o If GA is successful,

GA forwards paysent to

lender and collects GA

insurance payment from

lender; GA also returns
insurance refmbursement
to ED.

DRAFY

OQutputs

o if payment is
overdue 180 days
and boryrower s
not dead or dis-
abled, or fis
Chapter 13 bank-
rupt, loan enters
default,

e If approved,
note owner is
reimbursed for
default.

o If approved,
GA is reimbursed
for ¢laim.

® Borrower re-
enters repay-
wment status.

13
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6. ACCOUNT RECONCILIATION SUBSYSTEM (Continued)

ACTIVITY PROGRAN FEATURES

650 COMPOMENT

SUBSYSTEM STEPS

6.7 Loan Write-Off 6.7 o Program authorized GA insur-
ance and Federal reiasurance
for GSL loans. Under this pro-
vision, lender losses are repaid
by the GA, and £D refimburses the
GA as long as mandated criteria
are met and procedures are
followed. Generally, the amount
of reimbursement s 100% of lost
principle and interest, although
the reimbursewment rate may be
towered for GAs with high default
rates.

6.8 GA Reporting 6.8 o Lender must submit quarterly

call report to GA.

e GA is the authorized Federal
agent for 65U and must provide
summary data on fts activities
to ED on quarterly reports.

6.7.1

6.7.2

6.8.1

6.8.2

Inputs

o If payment is overdue
by 120-180 days and
borrower is dead, dis-
abled or nun-Chapter 13
bankrupt, loan enters
write-off,

¢ GA submits D form
1189 series to CCS.

o Lender fills out call
report

e GAfills out ED form
1130 for quarterly
reporting.

Processes

8 Note owner submits
claim form to GA for
claim.

o GA reviews claim form
and may request addi-
tional information.

e CCS reviews claim form
and may request addi-
tional documentation.

¢ Lender sends call
report to GA.

o GA submits ED form
1130 to £0.

ODRAF T

e If approved,
note owner s
re imbursed.

o If approved,
£0 reimburses
6A for claim.

o GA updates its
records.

e I updates its
records.
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GSL COMPONENT
6. ACCOUNT RECONCILIATION SUBSYSTEM (Continued)

DRAF T

ACTIVITY PROGRAM FEATURES SUBSYSTEN STEPS i .
Inputs Processes Outputs
6.9 Lender Review 6.9 @ Lenders must meet eligibility 6.9.1 s LRS selects lenders o LRS determines lender o LRS either
criteria and comply with record- to be reviewed. compliance with program takes no action,
keeping and reporting require- requirements, adjusts subsidy
ments to continue participation ° payments, or de-
in program. certifies lender,

134

o E0 is authorized to review
lenders for compliance with
prograa requiresents,

depending on
findings.

ot
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D. THE CAMPUS-BASED DELIVERY SYSTEM COMPONENT
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1.

PMOGRAM FEATURES

1.1 Budget Deve lopment 1.1 o Congress annually determines
appropriations according to
specific govermment-wide pro-
cedures. This process is
repeated during a fiscal year
if appropriations need to be
adjusted.

¢9-¢

..
10

~. - -

CAMPUS -BASED COMPONENT
PRE-APPLICATION SUBSYSTEM

1.1.1 o DPPD/OPBE develop

1.1.2

1.1.3

Inputs

budget, based on

appropriations for

fast fiscal year,

adainistration’s pro-
grymmatic and fiscal

priorities.

o ID submits budget

to OMB.

o OMB submits
Administration's

budget to Congress.

SUBSYSTEM STEPS

Processes

o Budget approved

through Of SA, OPBEt,

and tD Secretary,

® OMB reviews, revises,

or approves.

¢ Congress reviews, de-
bates, revises, or

approves bdudget.

138

DRAF ]

Outputs

e Initial tD
Budget Docu ment
comnprleted,

e Approved,
rev ised hudget
dacimrent
completed,

¢ Budget
approved, fund-
ing level pstab-
*shed, and
funds appropri -
ated.



CANPUS-BASED COMPONENT
1. PRE-APPLICATION SUBSYSTEM (continued)

PROGRAM FEATIRES

DRAFT

SUBSYSTEM STEPS

1.2 Promulgation of
Regulations.

99-¢<

. 139

1.2 o Institutions participating in
program must agree to legislative
and regulatory provisions and
criterfa.

e ED has authority to administer
program and promulgate regulations
annually.

e Regulations include program
requirements and revisions, eligi-
bility and financial need criteria,
Expected Family Contribution
Schedule, Need Analysts formula,
and benchmarks.

1.2.1

1.2.2

1.2.3

1.2.4

1.2.9

Inputs

¢ Congress establishes
through legislation pro-

gram intent, basic eligi-

bility criteria, and
authority of tD to
administer program and
promulgate regulations.

¢ Public responds to
published NPRM.

o OM8 receives

regulations.

o £D submits proposed
regulatfons to Congress.

o Final Regulations
published.

e DPPD drafts regula-
tions.

® DPPD sends draft
through DFSA, OPE, and
OPBE to ED Secretary for
revision or approval.

e LU revises proposed
regulations as
necessary.

e OMB revises or
approves regulations.

e Congress rev fews
regulations.

@ Congress either dis-
allows regulations (in
which case they are re-

vised and resubmitted) or

allows them to stand.

o DPQ makes necessary
changes in administra-

tion subsystems including

allocation, accounting,
and reallocation Sub-
systems.

1:20

Qutputs

e £D publishes
NPRM in federal
Register.

e Proposed
regulations
submitted by ED
to OM8.

o (OMB-approved
regulations
returned to £D.

e final regula-
tions published
in federa}
Register.

® Adminstration
Subsystems
revised.



L9-¢

ACTIVITY

CAMPUS-BASED COMPONENT
L. PRE-APPLICATION SUBSYSTEM (continued)

PROGRAN FEATURES

1.3 Forms Development

1.4 Institutional
Eligibitity
Determination

1.3 o Funds must be requested from £D,
and prograw activities must be
reported annually.

o forms must be developed for
annual application, processing,
and record keeping.

1.4 ¢ To administer Title IV programs,
institutions must de determined
by €D to be eligsble under Con-
gressionally established criteria.

s Different eligibility criteria
are used for:

- Traditional higher education
fnstitutfons

- Proprietary institutions

~ Postsecondary vocational
institutions.

1.3.1

1.3.2

1.3.3

1.4.1

DRAT I

SUBSYSTEM STEPS

Inputs

o DPPD and DPO determine
data needed fr appli-
cation, ED processing,
and record keeping.

@ FEDAC reviews £D forms
and instructions.

¢ DPPD establishes
printing quantities and
submits requisition to
GPO.

o Institution completes
and submits request

for Institutional
Eligibitity (£D 10%99).

Processes

o DPPD and DPO deter -
mine changes in forms
and instructions.

e FEDAC accepts or
rejects proposed
changes.

# GPO delivers forms
to DPPD.

s Eligibility and
Agency Evaluation
staff (LALS) of OPE
reviews form and
documentation to

establish eligibility -

according to legis-
lation and requla-
tions, requesting
additional informa-
tion if necessary.

Outputs

# Requests for
changes in
forms and
instructions
submitted to
FEDAC.

¢ Approved
fras re-
turned to
to.

o Forms delijv-
ered to relevant
participants by
pPPD.

e tligibility
Certification
letter issued
by EAES if
eligible.



89-¢

ACTIVETY

1.5 Institutional
Certification

CANPUS-BASED COMPOMENT
1. PRE-APPLICATION SUBSYSTEN (cont inued)

PROGRAM FEATURES

1.5 @ To administer Title 1Y programs,
institutions must be certified
by ED as adwministratively cap-
able and financially responsible.

o To adwminister Title 1V programs,
institutions must agree to comply
with legislative and regulatory
provsions, that is,

-

To comply with Student Assis-
tance General Provisions

To comply with Civil Rights
and Title 1V regulations

To provide faforwmation on
financial afd programs, the
institution, and academic
programs

To sudit student financial

aid programs dilennially, using
£D guidelines

To maintain systematically
organized records and to make
the records available to £D on
request.

o Institutions must be recertified
every three years.

DRAFT

SUBSYSTEM STFPS

Inputs

Processes

1.5.1 o Institution submits docu- e Institution and lender

ments and financial state-
ments required for certi-
fication.

1.5.2 @ Institution recefves
Program Participation
Agreement .

1.5.3 8 1LCB/DCPR recelves
Program Participa-
tion Agreements.

Certification Branch
(1LCB) of DCPR reviews
documents and determines
institution to be cap-
able and responsible.

o Institution signs
Agreement, agreeing to
administer programs
under Congressionally
and ED-specified con-
ditions.

o ILCB/DCPR compiles
annually list of fnsti-
tutions certified to
administer programs.

Outputs

e Program par-
ticipation
ajreement issued
to institution
by Ii¢B.

o Signed Agree-
ment with [LCH/
CPR filed hy
Institution.

o List of cer-
tified institu-
tions annually
astablished.



DRAF T
CANPUS-BASED COMPONENT
1. PRE-APPLICATION SUBSYSTEN (continued)
ACTIVIYY PROGRAM FEATURES SUBSYSTEN STEPS
Inputs Processes Outputs
1.6 Low-Income School 1.6 o ED s required to annually pub-  1.6.1 e Secretary of £D sends @ Secretary of ED con- ® Low-income
List Development Tish & 1ist of low-income schools. letter of solicitation sults with SEAs to sctaol Tist
Teaching service within these to SEAs. fdentify elementary and for NOSL
schools qualifies for cancellation secondary schools with teacher can-
‘f of a portion o, MOSL loans. high concentrations cellations
o of low-income students. published in
V) Federal
Register.
o ED receives responses.
® ED checks against
existing list,
1.7 State Allocation 1.7 o Funds are allocated annually 1.7.1 o Congress appropri- e £D allocates 90Y of o State alloca-
on a formula basis by state. ates Title 1V, Campus- appropriated funds by tions completed
Based funds. state on an FTE basis by DPO.

and 10Y on a “fair
share® basis.




DRAF T
CAMPUS-BASED COMPONENT
1. PRE-APPLICATION SUSSYSTEN (continued)

ACTIVITY PROGRAM FEATURES SUBSYSTCM STEPS

Inputs Processes Qutputs
1.8 Institutional 1.8 o Institutions are required to 1.8.1 @ Institution collects o Institution estimates o FISAP
Apptication for Funds apply annucally for Campus-Based necessary data. need for funds for Completed.
funds. FISAP (ED form 646).
e Institutions must estimate 1.8.2 o Institution submits o ED receives FISAP e Data re-
&’ needed funds for programs. FISAP to £D. quested from
~J o ED sends FISAF to institution ly
o contractor. contractor re-

ceived by DPO.

o Contractor keypunches
data.

o Contractor processes
and runs edit checks on
data.

o Contractor identifies
errors in FISAPs and sends
error form to institution.

o Institution provides
corrected deta to ID.
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CAMPUS-BASED COMPONENT
1. PRE-APPLICATION SUBSYSTEN (continued)

ACTIVITY PROGRAM FEATURES SUBSYSTENM STEPS
Inputs Processes
1.9 Initial Institutional 1.9 o Funds for all three programs 1.9.1 ¢ DPO receives data on e DPO uses formula to
Allocation are allocated on forward-funded requested funding levels. establish allocation.
basis. NDSL and CWS funds are
w allocated in three general stages: _ ® Institution receives
¥ and reviews allocation,
N ] 1. Conditional guarantee
o 2. State increase based on “fair 1.9.2 # DPO notifies institu- e Institution accepts
share” of state apportiomment tion of initial alloca- allocat fon or appeals.
3. Mational increase, fair share tion.

of national apportfiomment.

# SE0G funds are allocated in
4 stages:

1. Conditfonal guarantee

2. Initial year (1Y) state fincrease
on "fair share” of state appropria-
tion (SEt0G)

3. 1Y national increase on “fair
share® of national appropriation
(SE0G).

4. Continuing year national in-
crease on “fair share” of national
{SE0G) appropriation.

~ERIC | Fod

I

Qutputs

e Institutional
allocation com-
ploted,

e Initial
allocation
accepted by
Institution.
{Go to 1.11)



DRAF T
CAMPUS-BASED COMPONENT
1. PRE-APPLICATION SUBSYSTEM (continued)
ACTIVITY PROGRAR FEATURES SUBSYSTEM STEPS
Inputs Processes Outputs
1.10 Appeal of Initial 1.10 @ Institutions may appea. an 1.10.1 @ Institution files e Institution provides ® Decision
Ajlocation fnitial allocation to a National notice of appeal documentation in Support on appeal
Appeals Panel {NAP). with ED. of its appeal. issued by
NAP .
e Institutions must provide 0 Appeals panel reviews
additional documentation in appeal,
support of appeal to National
u'-: Appeals Panel.
;j 1.10.2 o DPO sends notice of o Institution receives o final awards
decision on appeal to notice of NAP decision. letter issued
instftution. by 0ro.

o DPO processes appeal
corrections.

o DPO forwards approval
Jists to ED Finance.

o ED notifies Congress
of changes.

@ DPO reallocates fumis.

1.11 fina) Allocation 1.11 @ £D must notify insti- 1.11.1 e DPO sends 1inal ¢ Institutions notified @ Funds dis-
tution of final allocation and awards letter to of final award. bursement to
authorire disbursement from institutfon. institut on
EDPMTS, author*zed by

o,
. ‘)
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CAMPUS-BASED COMPONENT
2. STUDENT APPLICATION SUBSYSTEM
4
b
ACTIVITY TROGRAN FEATIRES SUSSYSTEN STEPS
Inputs Processes Outputs
2.1 Financial Statement 2.1 o Student must use approved 2.1.1 @ Student obtains o Student (and parents in e financial
Processing financtial statement form (also financial statement, the case of a dependent statement sent
approved by ED) (Pell/CSS/ACT, student) complete financial  to processor
etc.). statement including demo- with payment
“" graphic and financial infor- ({except Pell
) o Student must file single mation. which is pro-
w financial statement annually. cessed at no
cost to the
applicant).
e Financial statements may be 2.1.2 o Processor enters o Processor runs edit o Financiatl
processed by many processors. finarficial statement checks on data and statement sent
data. sends error notice to to institution
student if necessary, {1f Pell is
Student {and/or parent) used, SAR is
corvects or provides data sent to
for appropriate item. student)
# Processor computes
expected family (or
individual) contri-
bution.

2.2 Student Application 2.2 o Students must also file an 2.2.1 @ Student files insti- @ Institution reviews o Institution
application for afd to the tutional application student application aid applica-
fnstitution. annually {and SAR, for aid. tion processed.

if Pell is used).
) ol " o
Q- 153 151




ACTIVITY

CAMPUS-BASED CONPONENT

3. STUDENRT ELIGIBILITY DETERMINATION SUIBSYSTEN

3.1 Student Eligibility
Determinat ion

yi-t

3.2 Optional Yalidation

5
3

DRAF T

SUBSYSTEM STEPS

3.1 o Institutions determine eligi-
bility of student to receive

SE0Gs, NOSL, CW-S on the follow-
ing criteria:

Al) Prgg§an§
-~ U.8. cltizen, national, per-

manent resident

- Enrolled ip eligible program
within fnstitution

- Satisfactory academic progress

- Not owe Title IV grant repaywont

- Not in default on Title 1Y loan
at same institution

- Declaration of educational purpose
on file

- Financial aid transcript on file

SEOG-no bachelor's degree

NOSU-enrolled at Teast half time

3.2 o Institutions may validate finan-
cial and demographic data elements

on the financtal statement at their
option,

Inputs

J.1.1 @ Institution receives

institutional aid
application.

3.2.1 ¢ Institution notifies
student of validation
requirement .

Processes

o Institution veviews
student status regarding
specified program
criteria,

o Institution veguests
specific documents with
which to vatidate finan-
cial statement

{e.g., tax forms).

@ Student submits docu -
ments to financial Aid
Office.

154

Outputs

e Student eligi-
bility certi-
fied by Finan-
cial Aid Officer

o Data on finan-
cial statement
validated by
financial Aid
Off ice.
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CANPUS-BASED CONPONENT
4. STUDENT BENEFIF CALCULATION SUBSYSTEM

ACTIVITY PROGRAN FEATIRES SUBSYSTEN STEPS
Inputs Processes Outputs
4.1 < ydent Award . 4.1 o Institution determines cost of 4.1.1 e Institution retains o Institution uses ¢ Award letter

SL-¢

Lalcutation

157

attendance with actual or average
costs for tuition, room and bdoard
and "reasonable” costs for other

educational expenses.

o Institution free to package aid
according to institutfonal pnil-
osophy and individual's circum-
stances, in order to cover

“yrmset need.”

o Maximum awards:
- SEOG, $2,000

NDSL, aggregate limits only
- CW-S, ummeet need

o Up to 10% of SEOG and CN-S
funds may be transferred between
accounts at the discretion of the
campus %o meet demand.

e Initfal year and continuing year
SEOG funds may be combined and
awarded on the basis of campus
demand at the institution's
discretion.

application material
after eligibility
determination.

expected family contribu-
tion from processed
financial statement (or
SAR) and compares with
student budget.

o Institution determines
"ummet need."

e Institution awards aid
from three programs on the
basis of aid packaging
philosophy, need, and
availability of Ffunds.

o Institution generates
award letter.

sent to
applicant.



ACTIVITY

CANPUS-BASED COMPONENY
5. FUNDS DISRURSEMENT SUBSYSTEM

PROGRAM FEATIRES

DRAFT

SUBSYSTEM SIEPS

5.1 Establishwent of
Letter of Credit

9L~-¢

5.2 tstablishment of
Cash Request System

Inputs

5.1 & Institutions may choose to receive 5.1.1 e Institution requests

5.2

Federal payments through the Letter

of Credit paywment method. ED
authorizes the institution to
draw funds as needed (up to the
established céiling) from:

- Federal Reserve Sysem
- Federal Reserve Bank
- Local coamercial bank.

o Institutions may choose to
recefve Federa)l payments through
the Cash Request System paywent
method. ED authorizes insti-
tutions to draw funds monthly
directly from the Federal Govern-
ment, under guidelines:

- Institutions must reéguest
funds needed; funds are not
advanced automatically,

- Amount of each request can-
not exceed combined grant
authorization minus all pre-
vious monthly payments received
for award year,

5.1.2

5.2.1

5.2.2

Letter of Credit pay-
ment method from £D,

e Institution submits
Initial Request for
funds.

o Institution submits
Inftial Request for
for Funds and Receip-
jent Cash Advance
Form (ED 874),

e Institution submits
Recipient Cash Advance
Form {ED 874) monthly.

Processes

o EDPNIS makes special

arrangements with Federal
Reserve or Jocal bank to

handle institution’s
account.

o EDPMTS processes
request, noti‘ies

Treasury, notifies
institut ion,

o Treasury sends
Letter of Credit
to appropriate

financial agency.

e EDPMIS processes,
request, authorirzes
payment, and notifies
Treasury.

o ENPMIS processes;
authorizes monthly
payment; notifies
Treasury

, )

Dutputs

@ Account
established.

o [xpeaditure
up to ceiling
for specified
period
authorized hy
Letter of
Credit,

e Initial pay-
ment author-
ized.

e Monthly pay-
ment authorized.
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CAMPUS-BASED COMPONENT
5., FUSDS 01 SBURSEMENT SUBSYSTEM (continued)
ACTEVITY PROGRAM FEATIRE S SUBSYSTEM STEPS
Inputs Processes Outputs
5.3 Award Acceptance 5.3 o Students must accept 5.3.1 @ Student signs and e Institution receives o Appropriate
fndividual awards by signing returns award letter. signed award letter and dishursement
award letter, conducts processes procedures
appropriate to each initiated.
W ' program (see delow).
'
:j 5.4 SLOG Uisbursement 5.4 9 SEOG disbursed usually twice 5.4.1 o Student signes StP, o Institution files SEP. ¢ S OG funds
a year. ’ dishursed.
¢ institution credits
¢ Disbursement may be made by student’s account,
crediting a student's account issues check to
or by a check issued to the student, or both.
student.

e Institution required to have
student sign statewent of
educational purpose.

O EARR W
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CAMPUS-BASED COMPOMENT

5. FUNDS OISBURSEMENT SUBSYSTEM (continued)

PROGRAM FEATURE S

5.5 NOSU Disbursement

1
!

<

, -

Inputs

5.5 e NOSL must be disbursed at 5.5.1 8 Student signs SEP.
least twice a year, usually

once 3 semester,

o Disbursement may be made by
crediting student's account or
by issuing a check to student,

5.5.2 & Student signs
promissory note.

SUBSYSTEM STEPS

Processes

DRAGT

o Institution files SLP,

o Institution produces
NOSL promissory note.

o Institution notifies
student of rights and
responsibilities for
Joan through a meeting
or by mail,

e Institution issues
student a datga sheet.

¢ Instftution issues
schedule of advances.

e Student signs for
toan advance.

o Institution credits
student's account,
tssues check, or both,

AN
by

Outputs

e Student
notifired of
respoasibili-
ties tor loan;
data sheet
completed

and promis -
sory note
sigqned by
student .,

o NDOSE fumds
dishursed to
student.
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ACTIVITY

CAMPUS -BASED COMPONENT

DRAF I

5. FUNDS DISBURSEMENT SUBSYSTEN (continued)

PROGRAM FEATURES

5.6 (W-S Disbursment

Inputs

5.6 0 Institution must match ED funds
with at least 20X institutional
funds.

e Institution required to have
student sign SEP.

e federal portion of student wages
wmust be paid by che:k.

o Institutfonal portion of wages
may be in-kind compensation.

o Institution must issue vhecks
at least monthly.

e Institution or employer must
set wage rate.

o Institution must dishurse funds
as student works.

5.6.7 e Student is
asstgned and per-
forms Jjob.

5.6.1 @ Student signs SEP.

SUBSYSTEM STEPS

Processes Outputs

o Institution files SLP. e Student
assigned to

® Student applies for eligiblie job,

specific job {on

campus or with off-

campus employer).

e Institution evaluates
employer {if other than
institution} and specific
Job according to regula-
tions and certifies
eligibility.

o Institution or employer
sets wage rate.

o Supervisor
certifies that
work has been
performed.

e Student submits pay
voucher to employer for
hours worked.



ACTIVITY

5.6 (N-S Disbursement

{cont inued)
W
'
oo
o
1 o

5.

PROGRAM FEATURES

CAMPUS-BASED COMPONENT

FUNDS DISBURSEMENT SUBSYSTEM {continued)

Inputs

5.6.3 ¢ Employer processes

voucher.

DRAF I

SUBSYSTEN STEPS

Processes

e If institution is
the employer, insti-
tution issues check.

e If employer is

other than Institdtion,
employer issues check
to student and bills
‘nstitution for 80% of
wages, or institution
fssues check to student
and bills employer for
at least 0% of wages.

Outputs

e Stwlent paid
and CW-S funds
disbursed.
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ACTIVITY

6.1 SLOG Reconciliation

160

CAMPUS-BASED COMPONENT

6. ACCOUNY RECONCILIATION SUBSYSTEM

PROGRAM FEATIRES

6.1 & Institution must keep records

of disbursements and eligibility.

e Institution must periodically
review disbursements and eligi-
bility status.

o Institution must reevaluate
student's need in the event of
overpayment.

® Students are required to repay
any overaward in the case of
receiving additional atd, or of
change of status; overpayment
must be deducted from the next
year's grants or loan (except
rell) or included in EFC.

® Institution may transfer up
to 10X into or out of CW-S.

e Institutions must report expen-
ditures and close books with
report on FISAP.

e Institutions are permitted
administration allowance T(gm
federal funds. 2

DRAT I

SUBSYSTEM STEPS

Inputs

6.1.1 @ Institution reviews

6.

1.2

eligibility status
and any additional aid
received by student.

e Institution fnitiates
account reconciliation.

Processes

o Institution monitors
status and aid to deter

mine if overawards exist.

o Institution deducts
overawards from next
year's awards.

o Institution balances
expenditures with
revenues, including
transfers from CW-S,
and computes admin-
fstrative allowance.

Outputs

# Institution

assures repay -
ment of over-

awards.

e Part {11 and
related Sections
of FISAP are
completed and
filed with DVO.
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CANPUS-BASED COMPONENT
6. ACCOUNT RECONCILIATION SUBSYSTEM (continued)

ACTiVITY

6.2 CW-S Reconciliation

Z28-¢

@
- ¥
Sy
H

=

PROGRAM FEATIRES

6.2 o Institution must keep pay

records.

o Institution must monitor
pay to assure student does not
earn more than award.

e If student earns more than
award, institution must determine
if overaward has occurred,

# In the case of overaward,
instftution must deduct from
next year's award (exrept Pell)
or add amount to EFC,

¢ Institution may transfer up
to 10y of CW-S into SEOG or
10 of SEOG into (W-S.

o Institution must balance
revenues from Federal sources
and employers with expenditures
and close books for the year,

o Institution must record data
on FISAP,

o Institutions are permitted
administration allowances from
Federal funds.

SWSYSIEM STEPS

Inputs

6.2.1 o Institution mainuisins

pay records and eligi-
bility records.

6.2.2 @ Institution initi-
ates account recon-
cilfation.

Processes

o Institution monitors
student pay.

e Institution notifies
student and employer
when student earns
amount awarded,

o If student earned
more than award or if
status or nzed changes,
institution deducts
overaward from next
year's award or adds
to EfC.

o Iastitution palances
revenues from federal

sources and employees

with expenditures.

o Institution records
any transfers from 06
account .

o Institution closes
account for year,

o Student/em-
ployer notiried
when student
eINS max imym
and repayment of
overpayment
insured.

o Part 1V and
relevant sec-
tions of FISAP
rompleted and
filed with DPO

W2
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CANPUS -BASED COMPONENT

6. ACCOUNT RECONCILIATION SUBSYSTEM (continued)

PROGRAN FEATIRES

6.3 NDSL Repayment

£8-¢

1
t

-

Lo

6.3 o Institution must conduct exit

interview,

o Student permitted a "yrace
period” of 6-9 months after com-
pleting program or deferred status
{Defense Loan 9 months; Direct
Loan 6 months).

o Institution must contact stu-
dent once before repayment due
and inform students of schedule
and update data sheet.

o Institution may fssue payments
monthly or quarterly.

o Institution must approve billing
procedure.

o Upon completion of payment
institution must Surrender
note to student.

o Institutton must use “due
dtltgence” in tc.ating,
maintatning contact with,
and securing payment

from student.

»

6.3.1

6.3.2

DRAG
SUBSYSTEM STEPS
Inputs Processes
¢ Student completes e Institution conducts exit
prograa, leaves interview.

institution, or is

no longer in deferred o Institution collects

status. appropriate data to allow
repayment .

o Institution informs stu-
dent of repavment responsibil-
ity after grace period.

o Institution noti- o Student receives bills
fies and bills stu- and makes regular payments
dent on a regular until note s paid in full,
basis.

e Institution forwards

note to borrower marked

*patd in full."”

i

Quiputs

o Student in-
formed of respon
sibility for
repayment by
institution.

o Payment of

debt completed
by student and
account closed
by institution.
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CAMPGS-BASED COMPONENT
6. ACCOUNT RECONCILIATION SUBSYSTEM (continued)

ACTIVITY PROGRAN FEATURES SUBSYSTEM STEPS
Inputs Processes Outputs
6.4 Repayment = aent 6.4 o NDSL loans may be deferred on an 6.4.1 e Student files e Student has appropriate o loan payments
annual basis if: "Request for Deferment” offictal validate Request. deferred for a
P with institution. year.
- Student is enrolled haif-time . o Institution processes
- A member of the Armed Forces Request,
ﬁf or Public Health Service
o - Serving in ACTION
> - In recognized internttip
- Disabled or unemployed, etc.
y o During deferment, no interest
accrues on loan,
6.5 Loan Cancellation 6.5 @ A portion of a student loan 6.5.1 @ Student files o Institution processes o Institution
may be cancelled for: "Request for Partial form. veimbursed for
Cancellation” for cancelled NDSL
- Teaching in a low-income appropriate category. @ Institution cancels Toans by tIPMIS.
school fdentified by the Sec. principal and interest
of £O at appropriate rate,
- Military Service and notifies student.
- "Head Start® service
e Institution requests
reimbursement for
¢ ED reimburses institution for principa’l and interest
principyl and interest for NOSL from £D on FISAP.
cancellasigns.
F" b
Q ’iom '1 v b
A

o rowr ! [ 2
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6.6 Loan Default

6.7 NDSL Reconciliation

6.8 Program Review and
Audit lx

6.9 £D Program Reviews

CAMPUS-BASED COMPONENT

A, ACCOUNT RECONCILIATION SUBSYSTEM

PROGRAN FEATIRES

6.6 @ Institution must use "Due

pPiligence” in attempting to
collect.

e After 105 days of last pay-
ment or first missed payment
date the institution may declare
the account in default and:

- Refer to a collection agency
- Refer to £0 for collection
- Assign the loan to ED.

6.7 @ institution must maintain

records of loans, payments,
cancellations, defaults,
ass ignments, and refunds.

6.8 @ Institution must audit

program using an o .tside auditor

or an independent internal auditor.

6.9 o DCPR must conuict periodic

program reviews based on factor
system of 16 preselected factors.

6.6.1

6.6.7

6.8.1

6.9.1

{cont inued)

ORAY

SUBSYSTEM STEPS

Inputs

o Institution refers
the loan to agency/t0.

o Institution assigns
loan to £D.

o Institution main-
tains appropriate
records of activities.

o Institution asks quali-
fied individuals to cond-
duct audit of program
records .

e ED selects institution
for program review.

Processes

e ED attempts to collect
loan or private
collection agency
attempts to collect.

o LD assumes collection
responsibility for loan
and keeps all collected
funds.

e Institution balances
loans made with revenues
from repayments and
federal sources.

o Auditor conducts
financial and com-
pliance audit.

o IRS/DCPR reviews
General, fiscal, Com-
pliance and other pro-
gram requirements.

I

Qutputs

e tunds col-
lected returned
by D to insti-
tution minus 20%
fee, or by
agency minus fee

0 Books closed
on loan by
institution.

o Part | and
retevant por-
tions of FISAP
completed and
filed with 0P0.

e Institution
files reposrt
with IRS/0CPR.

o Reports issued
by DCPR.
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APPENDIX A

QUESTIONS RELATED TO
PROGRAM DESIGN

The following are some of the questions which are fundamental to almost any

government program which distributes funds. The answers to these questions are

program features, as determined by laws, regulations, policy decisions, and historic

practices. These questions must be answered explicitly or implicitly in the design of

any program: the answers determine the delivery system activities.

10.

11,
2.

PRE-APPLICATION

What is the program intent?
What is the program type (e.g., grant, loan, service provision)?

Who determines which aspects of progran content (e.g., eligibility criteria, need
analysis, award amounts)?

What is the progra:n content to be determined?

When, and how frequently, must which aspects of program content be deter-
mined?

Is there an application?

Who develops the application?

When, and how frequently, must the application be developed?
Who determines the perso~s who may apply/participate?
When, and how frequently, ;i ich a determination rmade?
Who develops program regulations?

What aspects of the program require promulgation of regulations?

A-1




13.
4.
15.
16.
i7.
13.
19.
20.
21.

22.

H.

DRAFT
When, and how frequently, must -sgulations be developed?

Who is responsibic tor program funding?

On what basis is prograrn funding determined?

When, and how frequently, is progra:n funding determined?

Who is responsible for program planning?

Who is the primary provider?

Are there eligibility requirements for primary providers?

Who determines primary provider eligibility?

What are the eligibility requirements and responsibilities for primary providers?

Wheri, and how frequently, must primary providers apply for eligibility?

STUDENT APPLICATION

Who is responsible for application forms and information transmission?
What application forms and information must Se transmitted?

When, and how frequently, must application forms and information be
transmitted?

Who fills out the upplication?
Wi.at information, from what sources, is required for filling out the application?

When, and how often, must the application be filled out?

STUDENT ELIGIBILITY DETERMINATION

Who determines eligibility?
When, and how frequently, is eligibility determined?

Are there requirements for verifying, certifying, or correcting application
information?

A-2
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4. Who verifies, certifies, or corrects application information”?

5. When, and how frequently, is application information verified, certified, or
corrected?

6. Are the applicants notified of their eligibility status?

7. Who is responsible for notification of eligibility status?

8. What is the content of the notification of eligibility status?

9. When, and how often, does notification of eligibility status occur?

10. Who is notified of the applicant’s eligibility status?

IV. STUDENT BENEFIT CALCULATION

1.  Who appli=s the benefit calculation criteria?

2, When, and how frequently, are these criteria applied?
3. Who determines the actual amount of the award?
4. What are the sources of award funds?

5. Is there an award adjustment mechanism?

6. Who is rasponsible for award adjustiments?

7. What factors require award adjustments”?

8. When, and how frequently, are awards adjusted”?
9. Is there an award notification”

10. Who is responsible for award notification?

Il. What is tire content of award notification”?

12. Who receives the award notification?

A-3
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V. FUND DISBURSEMENT

I.  Who is responsible for fund disbursement”?

2. What are the sources of funds?

3. Are there intermediary agents in the disbursement process?
4. For what purposes are funds disbursed?

5.  When and how frequently are funds disbursed”?

6. Who receives funds?

V. ACCOUNT RECONCILIATION

1.  Who is responsible for account reconciliation?

2. What accounts must be reconciled?

3. When and how frequently are accounts reconciled?

4. Who provides the data for account reconciliation?

5. What data are required for account reconciliation?

6. When and how frequently are the data transmitted for account raconciliation?
7. Are there auditing or program review require nents?

8. Who is responsible for audits and/or reviews?

9. What items are included in audits and/or reviews?

10. When, and how frequently, are audits and/or reviews done?
Il. Who issues reports’?

12. Who determines report contents?

13. When, and how frequently, are reports issued?

Al
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14.

15.

16.

17.

18.

DRAFT
Who receives reports?

Are there nechanisms to adjust overpayments, underpayments, or for collec-
tions?

Who is responsible for adjusting overpayments, underpayments, or for
collections”

What factors lead to the need for adjustments or collections?

When, and how frequently, are payments adjusted or collection activities under-
taken?
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APPENDIX B

STUDENT FINANCIAL AID PROGRAMS:
LEGISLATIVE HISTORY, 1965-1980

INTRODUCTION

Federal involvement in providing financial aid to postsecondary students has
grown steadily in the last 18 years, th.e major programs being administered by the
U.S. Department of Education. This survey consists of an analysis of these aid
programs, authorized under Title IV of the Higher Education Act (P.L. §9-329), as
amended. The original intent and structure of each progra:n are described, and
legislative histories are provided to delineate ravisions to both program intent and

delivery mechanisms. Also, the funding history for each program is reviewed.

BACKGROUND

The role of the Federal Government in providing direct financial aid to
postsecondary students had a modest beginning during World War I, when Federal
support was made available for training military personnel and disabled veterans in
civilian higher education institutions.! In the 1930s, Federa! financial aid was
extended to civilians through the Public Works Administration's channeling of
millions of dollars into construction of college facilities. These funds were often
used by states and localities for work-study programs for college students.Z

The first major Federal involvement in providing student financial aid came
with the Serviceman's Readjustment Act of 1944, better hnown as the "GI Bill"
Millions of World War Il veterans took advantage of this aid in pursuing a college
education. Other, limited, Federally sponsored training grants and fellowships were
initiated during the 1940s and 1950s as part of the creation of various Federal
research and development agencies (e.g., the Atomic Energy Commission in 1946
and the National Science Foundation in 1950).3

The first major Federally financed aid program targeting civilian citizens was
implemented under the National Defense Education Act of 1958. This first omnibus
education bill represents major growth in the scope of the Federal role in
supplementing the financing of education. Passed by Congress in reaction to the
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perceived threat to national security by the Soviet Sputnik launching, the Act
established a campus-based student loan program, with Federal funds matching
institutiona! nine-to-one. Repayment of the loans was partly waived for those
student borrowers going into science, mathematics, or teaching careers. Although
the loan program was termed a "temporary emergency measure," specifically
targeted toward producing scientific manpower, it has grown steadily since its
inception and its intent has been broadened.%

In each of these early Federal programs, the financial support provided to
students was perceived as a means to an end other than support to education.
Program intents were to provide veteran benefits, bolster national defense, spur
economic recovery, or encourage research in and development of selected disci-
plines seen as vital to the national welfare. As Federal support of higher education
expanded in the [960s, the rationale for such involvement became focused on
providing equal education opportunity for disadvantaged and minority students. In
the social awakening of the 60s, "...equal education opportunity took on new
dimensions, a new urgency, and a central place in public policy making for higher
education."?

Over the last several decades, Federal support of higher education and of
postsecondary students has grown into more than 400 varied programs. The National
Commission on the Financing of Postsecondary Education describes the general
purposes for such support:

e Support for research in areas of national interest

o Equal access to postsecondary education for low-income and other
educationally disadvantaged students

o Strengthening collegiate “institutions of certain types and strengthening
all collegiate institutions in certain functions

. Work Iorce training to increase the supply of skilled persons in critical
occupations and to expand employment opportunities for unskilled
persons

o Special benefits to certains classes of persons, such as veterans, sur-

vivors oé Social Security beneficiaries, and handicapped and disabled
persons.

B-2 1
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i The hallmark of higher education support legislation occurred in 1965. Lyndon
Baines Johnson, in his State of the Union address, took the unprecedented step of
outlining specifically his proposed program for an expanded Federal role in post-
secondary institutional and student support. Johnson proposed:

o Grants to poor students

° Student loans with subsidized interest
o Standby Federal insurance for student loans
° Inclusion of vocational school students in such aid programs.”

This proposal began a major legislative push, resulting in the omnibus Higher
Education Act of 1965. The student aid programs authorized under Title IV of the
Act fall into three categories: the Pell Grant, Campus-Based, and Guaranteed
Student Loan ; “ograms.

B-3
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1.0 PELL GRANT PROGRAM

The Basic Educational Opportunity Grant Program, renamed the Pell Grant
Program in 1980 to honor its initiatcr, Senator Claiborne Pell (D-RI), was estab-
lished in the 1972 Education Amendments (P.L. 92-318). Basic program provisions
included providing eligible undergraduate students with a basic educational grant of

$1,400, minus expected family contributions.

The 51,400 amount was reduced proportionately for students with less
than full-time status.

The grant amount could not exceed the difference between the expected
family contribution for a student and the actual cost of attendance at
the institution, nor could it exceed 50 percent of the actual cost of
attendance for any year.

In any year in which the program was less than fully funded, individual
student entitlements would be reduced according to a sliding scale, with
individual grants not exceeding 50 percent of the actual cost of atten-
dance minus expected family contribution (60 percent if the program
were funded at least 75 percent of entitlement).

No grant award was to be less than $200.

Students could not receive grants for more than four years, unless the
institution required more time for completion of the academic program.

A Schedule of Expected Family Contributions would be published
annually in the Federal Register (by February 1), to take effect the
succeeding academic year. In promulgating these regulations, the
following criteria were to be considered:

- Amount of annual adjusted income of the student or the family

- The number of dependents

-  The number of dependents receiving family contribution for
attending a postsecondary institution

- The amount of assets of the student and the family

- Any unusual medical expenses of the student or family

- Any sums received by the family or student under Social Security

and 50 percent of any veteran's benefits received.

The same criteria applied for calculating the contribution of students
determined to be independent.

The Commissioner (now Secretary) of Education was given regulatory
authority to determine information and assurances to be included in the
annual application form and to specify how grant payments would be
made.
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o A trigger funding provision was included. No basic grant payments could
be made in any fiscal year in which the appropriations for supplemental
grants, work-study grants, or direct loans fell below specified levels.8

1.1 REVISIONS AND AMENDMENTS

-

l.1.1 Education Amendments of 1976 (P.L.94-482) extended the Basic Grant
program through FY79 and raised the grant amount to $1,800, effective academic
year 1978-79. The 1976 Amendments also:

* Revised the deadlines for publication of the Expected Family Contribu-
tion Schedule. The Commissioner (now Secretary) was required to
publish by July 1 the schedule for the academic year of the next calendar
year.

o Added a sixth factor to be considered in estimating expected family
contributions: any educaticnal expenses of other dependent children in
the family.

) Deleted the provision that Social Secdrity benefits and half of veteran's
benefits be considered as effective student income. (These benefits
were still to be considered as effective family income.)

) Repealed the provision that whenever funds were insufficient to fully
fund entitlements, the Basic Grant* a maximum of 50 percent funding
of need.

o Continued the trigger provisions for funding of SEOG, Work-Study, and
NDSL programs at soecified levels.

® Authorized the Commissioner to make an annuil payment to each
participating institution of $10 per enrolled Basic Grant recipient
(institutional payments to be used first to disseminate information about
student aid programs and then for other administrative costs).

e Authorized the Commissioner to enter into agreements with two to five
states for the processing of their residents' BEOG applications. The
Commissioner was then required to report to Congress on the experience
with multiple state %rocessing, including its impact on the delivery of
student financial aid.
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’ 1.1.2 The Middle Income Student Assistance Act of 1978 (P.L. 95-566) greatly
' increased access to the Basic Grant program by legislating less restrictive eligibility
requirements than those which had been previously set by regulation. The 1978

MISA Act:

) Limited the percentage of parental discretionary income calcuated as
educational contribution to 10.5 percent (beginning after the 1978-79
academic year). (Parental discretionary income is that calculated
through the need analysis system to be available for spending on other
than subsistence. Program regulations for the 1978-79 academic year
required that 20 percent of the first $5,000 of discretionary income and
30 percent of any additional discretionary income be applied toward
college expenses.)

) Required program regulations to provide independent students with
dependents the same asset exemptions as provided to families of
dependent students in determining the amount expected to be con-
tributed toward education expenses. Also, the law was amended to
require that independent students with dependents and families of
dependent students contribute the same percentage of unexempted
assets toward education expenses. (Regulations for 1978-79 exempted
no assets for independent students; families of dependent students were
allowed $17,000 in exemptions for non-farm and non-business assets, and
$50,000 in exemptions for farm/business assets. Families of dependent
students were expected to contribute five percent of unexempted assets
toward education expenses; independent studenis were assessed at
33 percent of unexempted assets.)

o Pequired programn regulations to calculate the amount exempted for
subsistence costs of single independent students in the same manner as it
is determined for all other students.

) Modified the reduction table for Basic Grants, if funding were not
sufficient to meet all entitlements, so that those students in greatest
need of assistance would receive a larger percentage of their grants.

[ Continued the trigger provisions at raised levels for SEOG and Work-
Study, and at the same level for NDSL.

) Broadened the definition of proprietary institutions eligible for partici-
pation in Title IV student financial programs (except GSL) to include
those which admit students not having graduated from high school.

o Included funds from Guaranteed Student Loans as part of the expected
family contribution in the need analysis.10
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1.i.3 The Education Amendments ui 1980 (P.L. 96-374) extended the Basic Grant
program through FY35, widened eligibility for the program, and significantly
increased benefits. The 1980 Amendments officially renamed the program "Pell
Grants" to honor its initiat_r, Senator Claiborne Pell (J-RI). Significant provisions
in the 1980 Amendments inciude:

Broadening of eligibility for all Title IV aid programs: The language in
the Statement of Purpose was changed from "qualified students" to
"eligible students (defined in accordance with Section 484)*; and ". .. of
exceptional need who, for lack of such a grant, would be unable to obtain
the benefits of a postsecondary education" was revised to " ... who
demonstrate financial need.”

Section 484 establishes the criteria that a student (1) be enrolled in an
eligible institution at least one-half time, (2) maintain satisfactory
progress as determined by the institution, (3) not be in default for any
student loans or grant., and (4) make a statement that the grant or loan
proceeds will be used solely for education-related expenses.

Raising maximum grant amounts through FY85:

Academic Year 1981-82 S1,900
1982-83 $2,100
1983-84 $2,300
1984-85 $2,500
1985-86 $2,600

Raising the percentage of the actual cost of attendance allowed to be
covered by a Pell Crant:

Percentage of

Grant Amount Cost of Attendance
to $1,900 50%
$1,900 - $2,099 55%
$2,100 - $2,299 60%
$2,300 - $2,599 65%
$2,600 70%

Further revising the method of calculating grant reductions, when funds
are insufficient to pay full entitlements, to provide greater amounts for
the lowest-income students.

Changing the eligibility period from five academic years to the period
required for completion of the first baccalaureate course of study,
including any periods of noncredit or re.nedial study deemed necessary
by the institution.
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[ Allowing institutions greater discretion in determining whether a greater
amount of assistance than set by the scale would better serve the
purposes of the program for individual students.

) Continuing the trigger provisions for SEOG, Work-Study, and NDSL at
specified levels. However, the triggers do not apply if the maximum Pell
Grant amount does not exceed $1,800.

) Prescribing that a common Federal financial aid application form be
developed by ED for individual determination of need and eligibility for
assistance under the Pell, SEOG, CW-§, and NDSL programs. The
application is to be processed at no charge to the applicant.

1.2 FUNDING HISTORY

The Pell Grant Program is funded entirely by the Federal Government. Funds
are appropriated annually by Congress for use during the following award period.
(See Figure B-1.)
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GRANTS TO MUMBER OF
APPROPRIATION RECIPIENTS NUMBER OF AVERAGE QUALIFYING
YEAR (in 000's) (in 000's) RECIPLENTS GRANT APPLICANTS
1973 $ 122,100 $ 49,874 185,249 $269 268, 444
1974 475,000 356,537 573,403 621 681,648
1975 840,200 936,543 1,228,034 763 1,455,187
1976 1,325,800 1,473,814 1,945,454 757 2,258,043
1977 1,903,900 1,587,864 1,863,990 852 2,390,320
1978 2,160,000 1,560,947 1,893,000 825 2,228,603
1979 2,431,000 2,504,912 2,537,875 987 3,029,745
1980 (est.) 1,718,000 2,415,000 2,600,000 893 3,366,000
1981 (proj.) 2,346,000 2,446,000 2,700,900 906 3,750, 000

Source: U.S. Department of Education. OSFA Program Book. Compiled by the Office of Student Financial Assist-—
ance, Washington, D.C., July, 1981, p. 26,

FIGURE B-1

PELL GRANT SULECTED HISTORICAL STATISTICS
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2.0 CAMPUS-BASED PROGRAMS

Three student financial assistance programs are categorized as Campus-Based
Programs because the institutions have greater discretion in determining eligibility
for, and amount of, assistance and have a more direct involvement in administering
the program to student recipients. The three programs, Supplementary Educaticnal
Opportunity Grants (SEOG), College Work-Study (CW-S), and National Direct
Student Loans (NDSL) were consolidated under Title IV of the Higher Education Act
by the Education Amendments of 1972,

2.1 SUPPLEMENTAL EDUCATIONAL OPPORTUNITY SRANTS

The Supplemental Educational Opportunity Grant (SEOG) Program, the first
progran of Federal grants to undergraduates, was established originally under the
Higher Education Act of 1965 as the Educational Opportunity Grant Program. The
progra:n was r2named and slightly refocused in the Education Amendments ot 1972
with the establishment of the Pell Grant Program. The major purpose of the
program is to provide qualified students of exceptional financial need gr. s to
obtain a postsecondary education.

The Educatioral Opportunity Grant Program was established to provide aid to
undergraduate students with exceptional financial need. The grants originally
ranged from $200 to $800 a year, or to an amount not more than one-half the total
amount of assistance (excluding Work-Study) provided to the student, whichever was
less. An additional $200 was provided to students in the top half of their class the
preceding year who demonstrated need.

Provisions of the original Edicational Opportunity Grant Program were:

' Individuals made application for a grant through a higher education
institution participating in the program.

o The institution selected grant recipients, based on the following criteria:

- The student had been accepted for full-time enrollment or was a
full-time undergraduate in good standing

- The student showed academic or creative promise and capability of
maintaining good standing

- The student had exceptional financial need and would not, except
for the grant, be able to attend the institution.

o The Commissioner of Education was given regulatory authority to
prescribe criteria or schedules for determining grant amounts.
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) Students who maintained a satisfactory standing and full-time atten-
dance were eligible for the grant for four years.

° Program appropriations were distributeC among the states on a formula
based on the relative number of students enrolled on a full-time basis in
higher education institutions in each state. The Commissioner of
Education would then allocate funds to individual institutions from each
state's allotment. Institutions applied for funds using criteria designed
to achieve equitable disiribution of funds within each state to ali eligible
participating institutions.

. Institutions participating in the program agr=ed to the following:

- To use funds only for the specified purposes

- To consider carefully the student's source of income and assets

- Where appropriate, to make efforts to identify qualified youth of
exceptional financial need and encourage them to pursue a post-
secondary education

- To maintain efforts in their own scholarship and loan programs.

° Institutions were permitted to transfer up to 25% of their SEOG programn
payments to their NDSL funds.

e  The legislation authorized %he program through FY70 and authorized $70
million for each FY66-68.!

2.1.1 Revisions and Amendments

2.1.1.1 Higher Education Amendments of 1968 (P.L. 90-575) extended the
Educational Opportunity Grant Program for three years and raised the maximum
amounts of an indiv.idual grant from $800 to $1,000. However, any compensation
from the Work-Study >jrogram was considered in determining the amount of the
grant to be awarded. The participating institutions' administrative costs of
operating the grant program were Included in the 68 Amendments as payable from
the grant program funds. ©One hundred million dollars was authorized for the
nrogram FY70; $140 million for FY71.13

2.1.1.2 Education Amendments of 1972 extended the existing program as the
upplementary Educational Opportunity Grant (SEOG) Program. As the renaming
.ndicated, the programn was now intended to be supplementary to the newly
authorized Basic Educational Opportunity Grant Program. Specific provisions of the
1972 Amendments included:
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® Appropriations of $200 million were authorized for each FY73-75 for use
only for initial year grants. "Such sums as may be necessary" were
authorized for continuation grants.

° The maximum amount of a supplementary grant was raised from $1,000
to $1,500 a year, with a 4-year maximum total limited to $4,000 ($5,000
for students in approved 5-year prograns). The limitation of one-half

- the sum of the total amount of student financial aid being provided still
applied.

o Eligibility criteria were expanded to allow half-time students to benefit
from the program.

o Criteria to determine financial need were prescribed:

- Family assets which could reasonably be available for education
expenses

- The number of dependents in the family

- The number of children attending postsecondary institutions

- Any catastrophic illness in the family
- Other circumstances affecting the student's financial need.

o The institutional agreement provisions specified that the institutions
would make "vigorous etforts" to identify qualified youths of exceptional
financial need and encourage them to pursue postsecondary education by:

- Establishing or strengthening close working relationships with
secondary school principals and guidance counselors

- To the extent feasible, making commitments for financial aid to
such students, with special emphasis on students enrolled in 1lth
grade and lower.

o The Cornmissioner of Education was given authority to apportion 10% of
the total program appropriation amon& the states under criteria he
established to carry out of the program.

2.1.1.3 Education Amendments of 1976 extended the authorization of the
SEOG program through FY79. The previous authorization levels of $200 million for
new grants and such "sums as necessary"” for continuation grants were continued. No
program revisions or amendments were made. !’

2.1.1.8 Education Amendments of 1980 extend the SEOG program through
FY85. Appropriations are authorized at a level of $350 million for each FY81-85.

Other revisions and amendments include:

® The continuance of separate initial year and continuing year authori-
zations. However, institutions are now allowed to determine the
proportion of SEOG allocations among initial year and continuing year
students. (Prior to the 1980 Amendments, institutions were required to

B-12
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use initial year allocations only for first-year students and continuing-
year allocations only for continuing students unless the Department
granted permission to transfer funds from one account to the other.)

o The maximum grant asnount is raised from $1,500 to $2,000 per year.

® Institutions may use up to 10% of their allocaticns for grants to less-
thar-half-time students.

o The formula for institutional allocation is revised. Institutional need for
funds is to be determined by subtracting from 75% of student expenses
the sum of:

- Expected family or independent student contributions

- Awards made under the Pell Grant or State Student Incentive
Grant programs

- 25% of grants and awards made by an institution from its own
resources. (However, the Secretary may not penalize institutions
required under state law to provide scholarships or grants fron
their own resources, yet cannot determine selection criteria or
select recipients.)

o The formula for individual institutional allocation is also placed on a
sliding scale depending upon the amount of total appropriations for each
fiscal year:

Percentage of 79-80 funds

Total appropriation assured to institutions
under $400 million 100%
$400-$420 million 80%
$420-5640 million 60%
$449-8460 million 40%
$460-S480 million 20% 16

2.1.2 Funding History

The SEOG program is funded entirely by the Federal Government. Funds are
appropriated by Congress for use during the following award period. (See Fig-
ure B-2,)
2.2, COLLEGE WORK-STUDY

The College Work-Study Program created under the Economic Opportunity Act

of 1964 was transferred from the Office of Economic Opportunity to the Officer of
Education by the Higher Education Act of 1965, which also extended the program
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* ROAL APPROPRIATION  ALLOCATION® EXPENDITURES NUMBER OF AVERAQS NUMBER OF
(o 000N N 00e)

YEAR (tn 800) RECIMENTS QGRANT PARTICIPATING INST ITUTIONS
1966 $ 38,000 $ 87,923 - - - -

1987 $113,000 $ 108,113 $ 446,30 123,108 $389 1,389

1988 $140,600 $ 136,000 $ 03,008 303,058 1o 1,818

1909 $134,800 § 164,000 § 113,101 280,179 $439 1,788

1”70 $164,000 .: 184,800 $ 133,016 353,431 S 13 1,850

1" 187,700 $ 177,397 $ 153,159 397,338 518 1,100

1972 $110,300 $ 210,308 $ 173,414 310,309 $50 3,160

1973 110,300 ’ $ 210,300 $ 129,000 331,000 #8371 3,301

197¢ $110,300 $ 310,300 § 300,000 395,000 500 1,072

1915 140,300 $ 340,300 $ 101,000 390,600 §513 1,158

1576 $149,083 $ 140,083 $ 143,102 449,231 $543 3,408

171  §340,800 § 150,083 $ 343,529 493,034 409 3,619

1978 #210,008 $ 167,899 ‘$ 188,331 810,613 $511 3,113

1979, $340,100 $ 338,420 $ 333,12 59,160 §559 3,750

1988 (es1.) $370,000 $ 348,811 § 353,449 056,000 $551 3,850

198¢ (proj.) 1370,000 $ 370,000 s' 381,900 53,000 $954 3,900

A Includes funds for training. Note: The SBEOG Program began in 1973. Therefore,

data shown for 1966-1972 are activities
under the old Educational Opportunity Grant

Program.

Source: U.S. Department of Education. OSFA Program Book. Coampiled by the Office of Student
Financial Assistance. Washington, D.C., July, 1981, p. 64,

FIGURE B-2
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through FY68. As originally enacted, the Work-Study program provided Federal
matching funds at a 9:1 ratio to pay salaries for the part-time employment of low-
income students by either the higher education institution or a private sector
employer. The 1965 Higher Edw.ation Act also made the following program
amendments:

° The participating institution could pay its share of the program cost by
furnishing services or supplies.

o Eligibility requirements were relaxed to permit participation in the
program by individuals from other than low-income families. However,
preference was still given low-income students.

o A provision was enacted to guarantee that work performed by students
under this program would neither displace other workers nor interfere
with existing contracts or services.

o The definition of eligible institution was revised to conform with the
definition used for the other Title IV Iprograms, thus expanding the types
of institutions eligible to participate.l”

2.2.1 Revisions and Amendments

2.2.1.1 Higher Education Amendments of 19638 transferred the College Work-
Study Program to Title 1V, Part C, of the Higher Education Act of 1965, and
extended the program through FY71. The 1968 Amendments made the following

revisions:

° The definition of eligible institution was broadened to include vocational
schools and certain types of proprietary institutions (beginning FY71).

o The 15-hour-per-week work limit for participating students was waived
during vacation periods.

. The Federal matching share was set at 80 percent, except as waived by
the Commissioner.

2.2.1.2 Education Amendments of 1972 extended the Work-Study program
through FY75. Revisions and amendments included:

° Redefining student eligibility criteria:

- Consideration of the actual cost of attending the institution was to
be included in deter mining student participants.

- "From low-income families" was amended to "with the greatest
financ.al need, taking into account grant assistance"” for defining
eligible students.
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- Students were also required to show academic or creative promise
and the ability to maintain their good standing in order to remain
eligible for the progra:n.

Establishing a new component of a community service learning program.
The program orovided students part-time emnployment in projects
designed to improve community services or solve particular community
problems. (Such fields as health care, welfare, public safety, crime
prevention, transportation, recreation, and housing were included.) For
FY72, $25 million was authorized for the community service program;
$50 million was authorized for each FY73-75, Preference to veterans
who had served in Indochina or Korea after Aulggust 3, 1964, was given in
recruiting participants for jobs in the program.

2.2.1.3 Education Amendments of 1976 extended the College Work-Study Pro-
gramn through FY82, and significantly increased its authorized appropriations. In FY76
the authorization level had been set at $420 million. The FY77 level was set at $450
million, increasing to $720 million by FY82.

Revisions included:

Allowing institutions to use a portion of their payments for administrative
costs

Terminating the Federal subsidy to students who earned $200 or more in
excess of their determination of need for each semester

Allowing institutions to use the lesser of 10 percent or $15,000 of their
allotments to develop or expand job location and development programs
(for students during their enrollment in the institution, not for after
graduation)

Requiring participating institutions to provide certain assurances, including
an annual report, of the uses of the Work-Study funds and an evaluation of
the effectiveness of the program.

2.2.1.8 Education Amendments of 1980 extended the program through FY85 and
raised the authorized appropriations, in yearly gradients, to $830 million by then.
Provisions of the 80 Amendments include:

Removing the previous emphasis on students "with great financial need"
Providing that participating institutions

- May use up to 10 percent of their program allotment for less-than-
half-time students

Shall receive at least their FY79 allocation in succeeding years unless
there is a substantial decline in enroliment

B-16
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- Must pay student workers the minimum wage

- May retain up to 10 percent of an allocation for use the succeeding
year

- May use up to $25,000 for a job location and development program

- May use up to 10 percent of the administrative allowances to

establish community service learning programs
- Must provide assurances that the Work-Study employment will com-
plement the academic program or vocational goals of each student

participant.

) Creating a set-aside of 50 percent of reallotment funds for institutions
having cooperative education programs.

2.7.2 Funding History

College Work-Study funds are a combination of Federal and institutional
contributions. In general, the Federal share of CW-S funds paid to a student may not
exceed 80 percent of the total. An institution may choose to stretch its Federal funds
Dy increasing its contributions to CW-S and using a Federal share of less than 80
percent. Federal funds are appropriated yearly by Congress for use the following
academic year. The institutional share may be derived from any source other than
Federal funds allocated for the CW-S programn. (See Figure B-3.)

2.3 NATIONAL DIRECT STUDENT LOAN

The National Direct Student Loan (NDSL) Program is a continuance of the
National Defense Student Loan program authorized by Title Il of the National Defense
Education Act of 1958. The program was transferred to Title IV of the Higher
Education Act of 1965 by the Education Amendments of 1972. The purpose of the
NDSL program is to assist in establishing and maintaining revolving loan funds at
higher education institutions so they may provide low-i'iterest loans for financially
needy students.

In the National Defense Education Act of 1958, the Commissioner of Education
was authorized to enter into aéreements with participating higher education insti-
tutions for the establishment of student loan 7unds which would receive Federal
capital contributions to institutional contributions in a ratio of 9:1. Federal loans
could be provided to the institution to enable it to meet the required 1/9th
contribution. Students who demonstrated financial need (with special consideration
given those who also demonstrated superior ability in certain academic disciplines)
were eligible to borrow up to $1,000 annually up to an aggregate amount of $5,000.
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FISCAL APPROPRIATIONS ALUOCATED NUMBER OF AVERAGE NUMBER OF
YEAR {(in 000's) (in 000's) RECIPIENIS INOOME PARTICIPATING INSTITUTIONS
1965 $ 55,710 $ 54,865 115,000 $290 1,095
1966 99,123 99,966 275,000 380 1,534
i%07 134,100 134,099 300,000 425 1,700
1968 139,900 133,750 352,436 410 1,850
1969 139,900 143,434 385,000 450 2,177
1970 152,460 146,539 425,000 470 2,386
1971 158,400 312,692
600,000° 640° 2,524"
1972 426,600 272,175
1973 270,200 270,200 556,000 532 2,696
w 1974 270,200 270,200 570,000 518 2,992
é 1975 420,000 420,000 570,000 518 3,154
1976 390,000 390,009 696,661 626 3,215
1977 390,000 497,615 845,275 555 3,221
1978 435,000 454,001 852,475 572 3,197
1979 550,000 547,023 922,621 646 3,220
1980 (est.) 550, 000 547,721 975,620 622 3,300
1981 {(proj.) 550,000 550, 000 980,000 625 3,350
A For some years allocation greater than appropriation which reflects carry-over fram previous year.
B

Grant period is eighteen months - (Jamuary 1, 1971 - June 30, 1972).

Source: U.S. Department of Education, OSFA Program Book. Campiled by the Office of Student Financial
Assistance, Washington, D.C., July, 1981, p. 73.
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Student borrowers who transferred institutions could transfer their loans if the second
institution participated in the progra:n. Repayment of the loans began one year after
the student ceased full-time attendance and had to be completed 10 years after the
beginning of the repayment period. The interest rate on the loans was 3 percent,
accruing from the beginning of the repayment period. Loan repayments could be
delayed, and up to 50 percent of the debt could be cancelled under specified

conditions.22
2.3.1 Revisions and Amendments

2.3.1.1 Higher Education Act of 1965 amended the National Defense Student

Loan as follows:

) The loan funds could be used to cover up to one-half the institution's
administrative costs, including collection costs. The maximum funds which
could be used was 1 percent of outstanding loans.

o The repayment period was amended to begin nine months following the
date the borrower ceased to be at least a half-time student. However, the
delay in repayment was extended to include three years half-time study.

e  The institution could require a minimum monthly repayment of $15 and
could assess penalties for late repayment or late submission of evidence for
delay in repayment.

° The forgiveness provision was expanded to allow cancellation of the entira
loan obligation at the rate of 15 percent per year for persons teaching in
areas of high concentrations of low-income families.

o Institutional eligibility was broadened by revising the eligib&lity provisions
to conform to the definition provided under Title IV Part B.2

2.3.1.2 Higher Education Amendments of 1968 extended the NDSL program
through FY72, and authorized the following revisions:

o Entitled institutions to a payment from their student loan fund in lieu of a
reimbursement for administrative expenses during each fiscal year. The
payment equaled 3 percent of the principal amount of the loans made from
the fund for each year.

o Extended the 50 percent forgiveness provision for persons entering the
teaching profession through FY70.

o In determining eligibility, eliminated the special consideration previously
given students with superior academic backgrounds.

e  Broadened institutional eligibility to include proprietary schools.2¥
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2.3.1.3 Education Amendments of 1972 extended the NDSL program through
1975 and authorized appropriations of $400 million for each year. The 72 Amendments
also transferred the program to Title IV, Part E of the Higher Education Act of 1965.

The following revisions and amendments were incorporated into the program:

) An "apportionment of appropriations” formula for disbursement of NDSL
funds to the states was established. Ninety percent of the funds would be
apportioned to the states in the same ratio as the proportion of full-time
students in a state to the national total of full-time students. The
remaining 10 percent would be divided. among the states at the discretion
of the Commissioner of Education in order to achieve a distribution of
funds which would most effectively carry out the purpose of the program.
Postsecondary institutions who wished to participate in the NDSL program
and to receive Federal capital contributions had to submit applications as
required.

° The existing annual loan ceilings of $1,000 for undergraduate students and
$2,500 for graduate students were removed. These were replaced with
aggregate loan ceilings of $2,500 for students in the first 2 years of
college, $5,000 for those who had completed the first 2 years of undergrad-
uate study, and $10,000 for graduate or professional students (including
their undergraduate loans).

] The minimum monthly payment an institution could require was raised to
$30.
° Consideration of parental income or assets was exempted in determining

the financial need of a student who was a veteran.

o The provision allowing an institution to borrow from the government to
meet its 1/9th required contribution to the loan fund was deleted.

° The forgiveness provisions were revised:

- A forgiveness rate of 15 percent for the first two years, 20 percent
for the second two years, and 30 percent for the fifth year was
established for those serving as teachers in a Title I (low-income)

school or as teachers of the handicapped.

- A rate of 15 percent per year was established for full-time service as
a statf member in the VISTA program.

- A rate of 12.5 percent per year, not to exceed a total of 50 percent
of the loan was established for those serving in the armed forces in
an area of hostility.29

2.3.1.4 Education Amendments of 1976 authorized Federal capital contributions
to the program through FY 1979 at the previous annual level of $400 million. The 1976
Amendments included a new provision which required institutions to notify the Office
of Education when a loan repayable in monthly installments had been in default for 120
days or a loan repayable in less fraquent instaliments had been in default for 180 days.
New loan terms were also enacted: '
B-20
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Institutions no longer were required to notify the Office of Education
before suspending the eligibility of students who failed to maintain good
standing.

Borrowers were allowed to begin their repayments earlier than nine months
after ceasing to be half-time students.

Institutions could allow borrowers to pay less than the $30 monthly
minimum for a period not to exceed | year.

For loans made after June 23, 1972, the borrower's liability would be
cancelled upon death or disability.26

2.3.1.5 Education Amendments of 1980 changed the NDSL program in various
ways. The most major change was the authorization of two separate funding methods

for the program. The previous NDSL financial structure was retained and extended

through FY85, with authorized direct appropriations increasing gradually from $400

million to $625 million. Also, a second approach allowing the Secregary of Education

to raise capital for NDSL by borrowing through the Treasury Department or the

Federal Financing Bank was authorized. Provisions of this option include:

The decision whether and how much to borrow is to be determined by the
annual appropriatjons process. Such borrowing is also contingent on terms
approved by the Treasury Secretary.

Funds from borrowing will be allocated directly to the institutions and not
be subject to the state allocation formula. Institutional allotmernits will be
based on need, taking into account:

- Cost of attendance
- Student need
- Available financial assistance (except GSL).

(However, institutions are guaranteed the amount they received in FY80.)
No institutional match is required.

In years when over $! billion is borrowed, repayments on loans made under
the original campus revolving funds program (minus te institution's 10
percent share) would revert to the Federal Treasury.

Institutions would have the option to (1) originate loans only and receive an
administrative payment of $10 per loan, or /2) originate and service loans
and continue to receive the full administrative payment.

Other revisions of the NDSL program in the 80 Amendments include:

Increasing the interest rate from 3 percent to % percent
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® Shortening the grace period between termination as a half-time student
and beginning of loan repayment from nine months to six months

® Amending the collection practices to require the Department of Education
to provide postsecondary institutions with the names and addresses of
borrowers and to enter into agreements with credit bureaus to exchange
information on loan default cases ‘

° Increasing the aggregate loan limits:

- $3,000 for students in their first two years of an undergraduate
program

- $6,000 for students having completed the first two years

- $12,000 for graduate and professional students

o Extending repayment deferrals to:
- Officers in the Commissioned Corps of the Public Health Services
- Full-time volunteers in service for a non-profit organization compar-
able to that of the Peace Corps or VISTA
- Those serving a required internship before commencing professional
practice
- Those disabled due to illness or injury.2’

2.3.2 Funding History

NDSL funds are a combination of Federal and institutional capital contributions
in a 9:1 proportion. The Federal capital contribution is appropriated annually by
Congress for usc the following academic year. Allotments to states are based on the
number of full-time postsecondary students enrolled in a state compared with the total
enrollments in the nation. Institutional allotments within a state are based on their
approved applications. (See Figure B-4.)
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FISCAL APPROPRIATIONS 'LOANS TO STUDENTS NUMBER OF AVERAGE NUMBER OF
YEAR (in 000's) ~ (in 000's) BORRCAERS LOAN PARTICIPATING INSTITUTIONS
1959 $ 30,883 § 9 502 24,831 383 1,196
1960 40,393 50, L2 115, 450 434 1,359
1961 57,474 7,962 151, 068 470 1,412
1962 73,845 89,102 186, 465 478 1,470
1963 90,000 113,732 216,930 478 1,528
1964 121,168 119,536 246,840 484 1,560
1965 145,000 166, 608 319,974 522 1,616
1966 179,300 214,333 377,722 568 1,639
1967 190, 000 221,600 395, 000 561 1,694
1968 190,000 233,700 429,000 521 1,738
1969 130,000 240,839 455,998 540 1,818
T 1970 188,785 240,541 452,144 532 1,867
w 1971 236,500 311,965 547,307 570 2,092
1972 309,600 397,749 645, 696 616 2,186
1973 286,000 433,000 655, 000 661 2,293
1974 286,000 440,000 680, 000 647 2,643
' 1975 321,000 460,000 690, 000 667 2,985
1976 321,000 559,487 764, 591 732 3,167
1977 310, 500 614,868 795,134 773 3,284
1978 310,500 640,424 808, 616 792 3,326
1979 310,500 645,684 953,190 671 3,274
1980 (est.) 286,000 710,816 860, 552 826 3,222
1981 (proj.) 186,000 647,598 780,238 830 3,500

Source: U.S. Department of Education. OSFA Program Book. Compiled by the Office of Student Financial Assistance.
Washington, D.C., July, 1981, pp. 54-55.
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3.0 GUARANTEED STUDENT LOAN PROGRAM

What has come to be known as the Guaranteed Student Loan Program was
created in the Higher Education Act of 1965 as part of the Congressional rasponse
to President Johnson's proposals for student support. The original legislation had
three main purposes which hold constant today:

o To encourage stutes and nonprofit private institutions to establish adequate
loan insurance programs for college students

° To provide a Federal program of loan insurance for students who do not
have access to other programs

e To subsidize a portion of the interest on loans made by student borrowers.

To accomplish these purposes, the 1965 legislation contained three major provisions:
(1) authorization of advances for reserve funds for state and private nonprofit loan
insurance programs; (2) establishment of a Federal loan insurance program; and (3)
authorization of a program to pay interest subsidies on loans made by student

borrowers.

Advances for Reserve Funds

An appropriation of $17.5 million was authorized over FY66-69 to aid in
establishing or strengthening state and private nonprofit loan insurance programs for
postsecondary students. The Commissioner of Education was given the authority to
extend advances to private nonprofit programs if state programs were nonexistent or
judged to be noncomprehensive. The intent of the reserve fund advances was to ensure
that students in all eligible institutions would be able to participate in an insured loan
program. Apportionment of the advance funds was in proportion to each state's
population aged 18-22. The Commissioner was given authority to regulate terms and
conditiohs for the awarding of advances and for their repayment.

Federal Student Loan Insurance

The Federal program for student loan insurance was originally authorized as a

temporary measure to provide assistance until state and private nonprofit loan
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insurance programs were accessible to all eligible students wishing to secure a loan.
{$700 million in loans could be insured during FY66; $1 billion in FY67; and $1.4 billion
in FY63.) After 1968, Federal loan insurance was to be available only to students
having previously secured loans under the program to allow thein to complete their
studies. Under the original legislation, no Federa! insurance could be granted for
student loans made after June 30, 1972,

Other provisions of the Federal loan insurance program included:

) Upon receipt of an appropriate application by an eligible lender, the
Commissioner of Education could issue a certificate of comprehensive
insurance coverage which would insure all student loans made in
accordance with the law and regulations by the lender before a specified
cutoff date.

) The Federal insurance would cover 100 percent of each loan's unpaid
principal. The maximum annual insurable loan for undergraduate students

was 31,000, with a $5,000 maximum aggregate of principal. Graduate or
professionul students were insured for annual loans of 51,500 maximum,
with an aggregate of $7,500 principal.

® Borrowers were eligible for Federally insured loans if they had been
accepted by, or were attending in good standing, an eligible institution.
Stidents had to maintain at least a half-time status. Also, the borrower
had to submit to the lender an institutional expense statement.

) The interest rate of the Federally insured loans was set at 6 percent (under
certain circumstances, 7 percent); the minimum annual repavment was
$360. The repayment period, beginning 9-12 months after .he student left
school, was between 5 and 10 years. Deferments of up to three years were
granted borrowers serving in the military or the Peace Corns; however,
interest would continue to accrue.

The Act made provision for the government to repay the "amount of loss” on a
Federally insured student loan, o~ a student loan insured through a state or private
nonprofit agency under the program, in the case of default by the borrower, or because
of the borrower's death or permanent disability. The "amount of loss" covered only the
unpaid balance of the loan principal.

Interest Subsidies

The third segment of the student loan program provided an interest subsidy for

Federally insured loans and loans insured by a state agency or private nonprofit
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organization under the program. Student borrowers were eligible for the interest
subsidy if their adjusted family income was less then $15,000 a year. (Adjusted family
income considered income, assets, number of dependents, and number of dependents
attending postsecondary institutions.) Under this provision, the government paid all
interest while the borrower attended schoo! on at least half-time status, and 3 percent
of the interest during the repayment period.

For the first two years of the program, interest subsidies were available for
loans insured through state and private nonprofit plans which limited the interest rate
to 6 percent and provided a grace period of at least 60 days after a borrower left
school before repayment began.

After June, 1967, state and private loan insurance programs had to include the

following provisions for borrowers to receive interest subsidies:

® Authorize the insurance of at least $1,000 but not more than $1,500 in
loans for any eligible student each academic year

o Authorize loan insurance for any eligible student for at least six academic
years

° Provide no penalties for accelerated repayment; the period of any loan
could not exceed 15 years from the date of execution; and the note must
contain default provisions prescribed by regulations

) Provide a repayment period on loans exceeding $2,000 of between 5 to 10
years, beginning 9 to 12 months after the borrower ceased to sustain half-
time student status

) Limit interest paid by the student to 6 percent per year on unpaid principal
balances

o Insure ac least 80 percent of the unpaid principal balances

o Not allow collection of excessive premiums

° Provide that the benefits of the program will not be denied any student
because of family income or lack of need, if adjusted family income is less
than $15,000

® Provide that a student may obtain loan insur~nce for any year of study

* For state programs, provide that the program be administered or
supervised by a single state agency.

In addition to establishing these three major program components, the 1965 Act
also included provisions allowing Federal credit unions to use up to 10 percent of their
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assets for insured loans under the program to student members, and the establishment
of an Advisory Council on Insured Loans to Students to advise the Commissioner of
Education on matters of policy and procedure,28

3.1 REVISIONS AND AMENDMENTS

3.1.1 Higher Education Amendments of 1968 extended all three components of the
loan program for three years, ingJuding the "temporary" Federal direct loan insurance
provision.

Specific revisions to the reserve fund advance program included:

) Requiring an equal amount in matching non-“ederal funds fromn recipient
state agencies and private institutions before an advance could be made

e Authorizing Federal payment of limited administrative costs to state
student loan programs which were required by state law to limit interest
rates to 7 percent or below

Substantive changes were made in the loan insurance provisions:

o Because of rising market interest rates, the interest charged to student
borrowers was raised from 6 percent to 7 percent

) The Federal liability for default costs in states with a state agen.y to
guarantee student loans was reduced from 100 percent to 80 percent. The
states were made responsible for the remaining 20 percent

® The Federal Governinent would continue to insure lenders directly at '00
percent where no state agency existed. These loans would be made under
the Federally Insured Student Loan (FISL) program. FISL also would
directly serve postsecondary institutions which chose to make student loans
from their own capital

® The National Vocational Student Loan Insurance Act of 1965 was merged
into the student loan insurance program (HEA-1965). "Eligible institution"
was redefined to include vocational schools.

® Approved pension funds were allowed to participate in the loan insurance
program.

o The maximum aggregate loan amount for undergraduate students was
revised upward from $5,000 to $7,500 (thus matching th. previously
established maximun: for graduate and professional students).

o The "amount of loss" for which the Federal Government was liable in case

of death or disability of the student borrower was expanded to include the
interest owed on the loan.
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The 1968 Amendments extended the full loan interest subsidy for students
maintaining at least half-time enroliment status, hut eliminated the 3 percent subsidy
for borrowers during the repayment period. The Amendments also authorized
deferment of repayment of non-Federally insured loans (those insured through state
agencies or private nonprofit organizations) while the borrower was enrolled full-time
at a postsecondary institution, or for a maximum of threé years while the borrower
was serving in the military, Peace Corps, or VISTA. Fedsral payment of interest
accruing during deferment periods was authorized.29

3.1.2 The Emergency Insured Student Loan Act was passed by Congress in 1969 again
because of rising market interest rates. It provided a special allowance to be paid by
the govérnment to student loan lenders. The allowance was based on the tota! amount
of unpaid student loans held by each lender. This amount, set each quarter, could not
exceed 3 percent of the cumulative amount the lender had lent to date.30

3.1.3 Education Amendments of 1972 extended the GSL program through FY75. The
individual maximum annual insurable loan amount was raised from $1,500 to $2,500,
and the Commissioner of Education was given the discretion to set a higher amount in
cases where he felt it warranted. The $7,500 maximum aggregate remained for
undergraduate students; graduate and professional students were allowed a total
maximum aggregate amount of $10,000. Also, the Federal insurance liability was
increased to cover 100 percent of the unpaid balance plus interest.

Interest subsidy provisions were revised to require postsecondary institutions to

determine need for potential borrowers.

o For students with an adjusted family income of less than $15,000, the
institution had to (1) determine the amount of need for a loan (by
subtracting the expected family contribstion, other resources, and
expected other student financial aid from the cost of attendance); (2)
provide the lender with a statement of need; and (3) recommend to the

lender the amount for the loan.

o For students with adjusted family income of $! ,000 and above, the
institution was required to (1) determine if the student was in need of a
loan in order to attend the school; 2) determine the amount of need; (3)
provide the lender with a statement of need; and %) recommend to the
iender the loan amount.

Also, the government was authorized to pay administrative cost allowances to

lenders on loans to any student, regardless of the student's need.
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The 1972 Amendments authorized the Commissioner of Education to prescribe
r2gulations for fiscal audits of institutions regarding any funds obtained fron students
who had received insured loans and to establish standards for institutional fiscal
responsibility and capability to administer student financial aid programs. Institu-
tional eligibility for the insured loan program could be limited, suspended, or
terminated if the regulations were failed or violated.

The most significant provision of the 1972 Amendments was the creation of the
Student Loan Marketing Association, a government-sponsored private corporation to
serve as a secondary market and warehousing facility for insured student loans. The
purpose of SLMA was to encourage lenders to participate in insured student loans.
Sallie Mae, as the Association has come to be known, was authorized to make advancas

on the security, .. rchasing, servicing, and selling of insured student loans.3!

3.1.% Education Amendments of 1976 brought a great many prograrnmatic and
technical changes to the GSL programs. However, the three major program compo-
nents of reserve funds advances, direct Federal loan insurance, and interest subsidies
were extended in their basic forms. New impetus was given the concept of
encouraging states to establish programs of student loan insurance; the Commissioner
was authorized to "develop and execute” a plan to achieve this end.

In conjuction with the Federal advances for reserve funds for state and private
nonprofit student loan insurance programs, a new authorization for "such sums as
necessary” was included in the 1976 Amendments for the purpose of advancing funds to
each state for making payments under its insurance obligations. The amount for such
payments was limited to the greater of $50,000 or 10 percent of the insured principal
by each agency. This amount was reduced by the amount of any prior advances and/or
the amount of the unspent balance of advances to the agencies' reserve funds.
Advances were-authorized for three years for states in the previous reserve fund
advance program, and five years for states newly entering the program. Private
nonprofit organizations could receive the advance in states having no guarantee
program.

The Amendments prohibited issuing certificates of insurance by the Federal
government to lenders in a state where 1ye Commissioner determined every eligible
institution had reasonable access to state or private nonprofit loan insurance
programs. Educational institutions already holding a certificate would continue to
receive the Federal insurance unless it was determined that reasonable access could be
provided without the institution's participation.
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The direct Federal 'loan insurance program was extended by the 1976 Amend-
ments, with an annual authorization for up to $2 billion in new loans insured, through
FY81. The following new provisions were included in the program's extension:

[ Undergraduate students were still limited to a 92,500 annual insured loan;
graduate and professional students were now allowed a $5,000 annual
amount. The 37,500 aggregate amount was maintained for undergraduate
borrowers, but the $10,000 aggregate for graduate/professional students
was raised to $15,000.

° Loans made by state agencies or educational institutions to first-year
students were limited to the lesser of $2,500 or 50 percent of the cost of
attendance. Also, loans of over $1,500 to first-time students had to be
made in 2 or more installments.

o Federal liability for 100 percent of unpaid principal and interest was
maintained, with the new exception that liability was reduced to 90
percent for state or private lenders' default claims which exceeded 5
percent of their total unpaid loans maturing the previous year, and 80
percent on the excess if claims payments had exceeded 9 percent. This
exception did not apply to agencies in their first five years of operations.

e Student borrowers were now required to notify promptly the lending agency
of a change of address.

o Borrowers could make agreements with the lending agency to begin
repayment earlier than after the 9- to 12-month grace period and to
comp:ete loan repayment sooner than the 5-year minimum repayment
period.

o The deferment conditions were expanded to include a one-year period if
borrowers were unable to find full-time employment.

] Academic institutions were now required to be notified when a federally
insured loan was'procured by attending students.

o Loan payments were required to be made by check, requiring the
borrower's endorsement.

) The $360 minimum annual individual repayment was continued, with a new
exemption for both a husband and wife each having outstanding loans. In
such cases, the minimum annual repayment was $360 for the couple.

The 1976 Amendments reauthorized the student loan subsidy program and
broadened eligibility by raising the adjusted family income level from $15,000 to
$25,000. Student borrowers with adjusted family incomes below $25,000 were
automatically eligible for the subsidy; those with adjusted incomes above $25,000 were
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eligible for the program if their educational institution provided the lender wich
statemments documenting need and reccmmending the loan amount.

The Amendments also restructured the subsidy payments to private sector
eligible lenders (i.=., those other than state agencies and educational institutions).
Such lenders making loans in multiple disbursements during an academic year would
now be paid interest subsidies and special allowance payments as if the entire loan had
been disbursed on fhe date of the first installment,

Loan subsidy paymencs would be provided student loans made through eligible
lenders, if the lcan terms adhered to those specified for loans covered by the Federal
loan insurance program (see page B-30). An additional provision required borrowers,
within {four months of ceasing to be half-time students, to negotiate a repayment
schedule with their lenders.

Federal reinsurance payments to state and private nonprofit guarantee agencies
were extended by the 1976 Amendments to cover accrued interest as well as 80
percent of losses on loan principal on loans with interest subsidy. Also, a new
supplementary agreement was established which provided a program of increased
- Federal reinsurance for participating state and private agencies. Under the agree-
ment, the reinsurance would cover 100 percent of losses on loan principal and interest
for Federal default claim payments made to guarantee agencies under the direct
Federal student loan insurance program.

Agencies collecting defaulted reinsured loans were now allowed to retain up to
30 percent of the collected funds for administrative costs. (Prior to the 1976
Am=ndments, agencies could keep only 20 percent of collected funds from reinsur=d
loans in default; the rest of the money went to the Federal Government.)

Uther new provisions in the Education Amendments of 1976 included:

e  Authorizing an annual $10 payment per guaranteed loan recipient to each
institution, first for the purpose of disseminating information about student
financial aid programs, cost of attendance, and academic programs to
current and prospective students, and then for additional administrative
costs

0 Authorizing Federal payments to state and private guarantee agencies to
Cover up to one-fourth the administrative costs of securing private lender
participation, and one-half the costs of loan collections and preclaim
assistance. The total amount of Federal payments for these purposes could
not exceed .05 percent of the total amount of student loan principal
insured by the agency, except for those participating in the supplemental
agreement, which were eligible for an additianal .05 percent payment
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® Authorizing the Commissioner of Education to enter into contracts with
collection and state guarantee agencies to collect defaulted loans

) Restricting educational institutions from making loans to more than 50
percent of its students or from making loans to undergraduate students not
previously receiving an institutional loan, unless the student provides
documentation that he or she was denied = ioan from an eligible lender

o Excluding from eligibility educational institutions which use commercial
salesmen to promote guaranteed loans

o Including in the definition of eligible institution those which enroll students
beyond the age of compulsory attendance who do not have a high school
diploma or G.E.D.

) Authorizing Federal repayment of loans discharged because of bankruptcy,
only if the discharge is granted five years or later after the repayment
period began

® Revising the method of determining Federal special allowance payments to
lenders: (1) determining the average of 9l-day Treasury bill rates; (2)
subtracting 3.5 pércent from the rate; and (3) rounding the total upward to
the nearest 1/8th percent

o Cstablishing a Committee on the Process of Determining Student Loan
Special Allowances to de=vise better methods for determining the allowance
and more efficient methods for disbursement.3?2

3.1.5 Middle Income Student Assistance Act of 1978 made no structural changes to the
Guaranteed Student Loan Program, but did, in keeping with the purpose of the Act,
expand eligibility for participating in the program. The Act repealed the $25,000
adjusted family income limit for students to receive interest subsidies without having
an institutional need analysis. Under the revised provisions, the institution had only to
submit to the lender the student's estimated cost of attendance and estimated
financial assistance. (Institutional determiration of existing need and recommendation
of loan amount were deleted.)

The Act also expandgd repayment deferral provisions to include time spent in
rehabilitation training programs by disabled borrowers.33

3.1.6 Education Amendments of 1980 extends the Guaranteed Student Loan Program
through FY85 and makes several revisions to its terms:

o A new category, independent undergraduate students, is added to the
eligible borrowers, with an annual maximum insured loan amount set at
$3,000. The previous maximum annual loans of $2,500 for dependent
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undergraduates and 55,000 for graduate and professional students remained
unchanged.

. Aggregated insured loan amounts are raised:
- 12,500 - dependent undergraduates
215,000 - independent undergraduates
25,000 - graduate/professional.

) Effective January 1, 198!, the interest rates on insured loans for new
borrowers in the program js raised to 9 percent. (This rate can be lowered
to 8 percent if the annual average of bond equivalent rates of three-month
Treasury bills drops to 9 percent or below.)

o Four new categories are included for borrowers eligible for deferral of loan

repayment:

- those serving in the Commissioned Corps of the Public Health
Service,

- volunteers for nonprofit service organizations similar to VISTA or the
Peace Corps,

- those serving internships required to obtain professional status,

- those totally disabled by illness or injury, or caring for a spouse so
disabled (3-year maximum deferral).

° The grace period between termination of half-time student status and the
beginning of repayment is reduced from 9-12 months to 6 months.

o Borrowers having (1) insured loans from more than | lender; (2) loans under
2 or more Federally guaranteed loan programs (including NDSL); or (3)
loan(s) in excess of 57,500 are eligible to consolidate their loans for
reduced or extended payments through the state/private nonprofit
guarantee agencies or through SLMA.

o To improve loan collection, the Secretary of Education is authorized to

enter into agreements with credit bureau organizations for the purpose of
exchanging information on defauiters.

Under the 1980 Amendments, state guarantee agencies and private nonprofit
guarantee organizations are given an expanded role in tne GSL program. These
agencies and organizations are authorized to:

o Make loans directly to eligible student borrowers unable to secure loans
from private commercial lenders

e Deter mine borrowers' enrollment.status and audit loan notes

® Provide loan servicing to lenders.

A new loan program for parents (Parental Loans for Undergraduate Students -
PLUS) was authorized in the 1980 Amendments. Under this program, parents of
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eligible dependent undergraduate students can secure a guaranteed loan up to $3,000
annually (315,000 total) at the same 9 percent interest rate applicable to the student
loans. Repayment of the parental loans begins 60 days after the loan is made, with no
interest subsidies or deferral options.

The role of the Student Loan Marketing Association was expanded by the 198C
Amendments to allow direct advances to state agencies and private organizations
serving as lenders of last resort to students otherwise unable to obtain insured loans.
(The amount of the advance to each agency cannot exceed 25 percent of the average
amount of loans guaranteed by the agency for the previous 3 years.) SLMA was also
given expanded authority in providing loan consolidations directly to eligible
borrowers, in collecting loans, and in raising capital. The Amendments also made
SLMA an independent organization and deleted "government sponsored” from its
original description.

Finally, the 19830 Amendments authorized the Student Loan Information
Program, under which eligible lenders must provide to the borrowers accurate and
thorough information of the terms on loans insured or guaranteed at the time the loan
is made.3%

3.2 FUNDING HISTORY

The Guaranteed Student Loan prograin is funded mainly by private lenders'
capital. Federal funds are allocated annually for the Student Loan Insurance Fund
(SLIF) to pay interest subsidies, the Special Allowance to participating lenders,
administrative cost allowances to state and private nonprofit guaranty agencies, and
claims on unpaid loans from borrower default, bankruptcy, disability, or death.

Other funds are received into the GSL program through collection of defaulted
loans and insurance premiums charged on each loan. (See Figure B-5.)
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(ln Milllons)(A) ( ittions) (= 000%) (i 000Y%) Peld (tw 090%)

1966 $ 10 ! N ” $§ o2 -

17 “ 244 307 850 $ 8,413 -

1998 “ s 499 (1] 20,989 -

1969 18 (1] 158 (1] 9,409 -

10 7 s (T3] o"e 80,473 4,88
[ ]] 181 1,008 3,017 998 129,919 16,8813
172 109 1,374 1,108 1,081 178,708 18,123
1973 202 1,171 1,090 1,137 103,300 33,300
1974 a9 1,139 (1] 1,318 233,100 85,000
178 680 1,100 ”I 1,313 200,844 116,613
1978 sos . 1,018 1,308 1,408 153,131 98,017
1077 st 1,837 "3 1,581 215,300 105,980
18 a0 1,959 1,088 1,108 8,604 194,540
e s 3,984 1,510 1,011 98,844 01,318
1990 1,800 6,840 1,314 12,091 185,944 694,838
1981 (est.) (B) 1,913 $,100 32,000 1,011 546,131 1,000,844

(A) Consist of funds added to the Student Loan Insurance Fund for payment of Interest, Special Allow-

ances and Claims. Does not include $77 million in Advance Reserve Funds distributoed to States
participating in GSL over the years. Quulative through September 30, 1979,

(B) Includes funds for Parent Loans for Undergraduate Students Program (PLUS).

Source: U.S. Department of Education. OSFA Program Book. Compiled by the Office of Student Financial
Assistance. Washington, D.C., July, 1981, p. 37.
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GLOSSARY

L  U.S. Department of Education (ED)
A.  Secretary - Office of the Secretary of Education

B. Finance - Office of the Finance-Controller, part of the Office of
Management

1.  EDPMTS - Department of Education Payment System
C. OPBE - Office of Planning, Budget, and Evaluation
D. OPE - Office of Postsecondary Education
1. EAES - Eligibility and Agency Evaluation Staff
a. CEU - College Eligibility Unit
5. OSEU - Occupational School Eligibility Unit

2. OSFA - Office of Student Financial Assistance

Il. Office of Student Financial Assistance (OSFA)
A. DPPD - Division of Policy and Prograin Development
B. DCPR - Division of Certification and Pragram Review

1. ILCB ~ Institution and Lender Certification Branch
a. LRS - Lender Review Section

C. DPO - Division of Program Operations
1. GSL Branch - Guaranteed Student Loan Branch
a. TBS - Transaction and Billing Section
b. CCS - Claims and Collections Section

2. EDFMIS - Department of Education Financial Management Infor-
» mation System

3. PIMS -~ Program Information and Monitoring System

D. DSDD - Division of Systems Design and Development

Ill. Other Federal Agencies and Offices
A.  AMPS - Assistance, Management, and Procurement Servic;es
B. FEDAC - Federal Education Data Acquisition Services
C. GPO - Govern.nent Printing Office
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D. OMB - Office of Management and Budget, in the Executive Office of the
President
E. SLMA - Student Loan Marketing Association (a federally initiated
private corporation; also known as "Sallie Mae")
F.  Treasury - Treasury Department
Agencies and Offices
A. BCS - Boeing Computer Services (processor/contractor)
B. GA - State guarantee agencies
C. Institution - a postsecondary institution eligible to administer Title IV
programs
D. MDE - Multiple Data Entry (processors/contractors for processing
student applications):
o ACT - American College Testing
o CSS - College Scholarship Service
o PHEAA - Pennsylvania Higher Education Assistance Authority
o  SAAC - Student Aid Application of California
Miscellaneous Acronyms
A. ACA - Administrative Costs Allowance
B.  ADS - Alternate Disburseinent Syste:n (Pell Grants)
AGI - Adjusted Gross Income
CAN - Common Accounting Number
E. CW-S - College Work-Study program
F. EFC - Expected Family Cor¢:-ibution
FAQ - Financial Aid Officer (institution)
GSL - Guaranteed Student Loan program
I. LTS - Loan Transaction Statement
J. NDSL - Nationa! Direct Student Loan
K. NPRM - Notice of proposed rulemaking
L. RDS - Regular Disburse:nent Syste:n
M.  SAI - Student Aid Index
N.  SAR - Student Aid Report
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i » O. 3CR - School Confirmation Report
P.  SEQG - Supplementary Educational Opportunity Grant
Q. SEP- S’tatement of Educational Purpose

R. SFA - Student Financial Assistance




