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Finding Out About
Student Aid

The Student Cuide wells vou about federal student financial aid (SIA)
programs and how to apply tor them.” Education o training atter
high school costs more than ever. and you need to learn about as many
sources of aid as vou aln, The best wWav to start i l))’ chec I\'ing the ﬁ't’(’

information sources that tollow,

If vou're thinking about paving @ scholarship search organization for
information about student aid sources. vou should know that over 80
pereent of all aid awarded comes from tederal and stae programs.
Another 19 percent comes from institucional and other sources of aid.
You can find out about all of these sources vourselt, as explained in the
next few pages. 1 ascholarship search organization guarantees its SCTVICES,

find out what vou have to do to get a refund i the guarantee isnt met,

SOUTCes VOIL Can use to find out about student aid:

[ Contact the financial aid administrator (FAA) at cach school

in which vou're interested. He or she can el you what aid
programs are available there and how: much the total cost of
attendance will be, I vou're in high school, also talk to vour
guidance counsclor. He orshe can el you about financial aid

in generdl and where to look for help,

L he Canaele e serend e or conprs vendt srceed 1o Puei - Lk o fowe mangnics o
verscwe the "ot levnn” ection Deginnong o pag 00,
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L Ask the stace higher education agency in

vour home state for information about

state aid—including aid from the State

Student Incentive Grant (SSIG) Program, V
which is jointly funded by individual states

and the U.S. Deparement of Education. Each state has

its own name tor this program, as well as its own eligibility

criteria, award amounts, and application procedures.

The agency in your state responsible for public elementary and
scecondary schools can give vou information on the

Robert C. Byrd Honors Scholarship Program (Byrd Program)
and the National Science Scholars Program (NSSP).

Under the Byrd Program, it vou demonstrate ouestanding
academic achievement and show promise of continued excel-
lence, vou may reecive $1,500 a vear for up to tour vears of
postsecondary education. The amount of the Byrd Program
scholarship plus any other aid you receive can't exceed vour
cost of attendance. At least 10 scholarships will be made

available per state.

Under the NSSP it vou're a graduating high school senior (or
vou'll obtain the equivalent of a certiticate of graduation) and
vou've demonstrated excellence and achievement in the physi-
cal, lite, or computer sciences, mathematics, or engineering,
vou mav be cligible to receive funds 1o continue vour studices at
the postsecondary level. The Taw authorizes scholarships of up
to 55,000 a vear (or the student’s cost of attendance, whichever
is less) forup to S vears of study. The amount a student
receives depends on the availabiline of funds, These awards are

made to two students from cach congressional district.

Q
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Contact either the higher education agency in your state or the

agency responsible for public elementary and secondary school
education in your state for information about the Paul Douglas
Teacher Scholarship Program. These scholarships are for
outstanding high school graduates who want to pursue teach-
ing careers after they finish college. A Douglas Scholarship can
provide up to $5,000 a year, not to exceed $20,000. You may
be eligible if vou graduate from high school in the top 10
percent of your class and if you meet other selection criteria
your state agency may establish. Generally, you're required to
teach nwo years for each year of scholarship assistance you

receive. Not all states participate in this program.

For the address and telephone number of the appropriate state agency,
contact vour school's financial aid office or call:

1-800-4-FED-AID (1-800-433-3243).

O A new program of National and Community Service provides
full-time educational awards of $4,725 a year. You can work
before, during, or after your postsecondary education, and you
can use the funds either to pay current educational expenses or
to repay tederal student loans. You must be a high school
graduate or have a GED to participate. For more information
on this program. call 1-800-942-2677 or write to: The Corpo-
ration for National and Community Service, 1100 Vermont
Avenue, N.W., Washingron, DC 20525.

Your public library is an excellent source of information on
state and private sources of aid. Your financial need is usually

considered, but other factors may also be taken into account.

Q
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[J Many companies, as well as labor unions, have programs to

help pay the cost of postsecondary education for employees,

members, or their children.

L] Check foundations, religious organizations, fraternities or
sororities, and town or city clubs. Include community organi-
zations and civic groups such as the American Legion, YMCA,
4-H Club, Elks, Kiwanis, Jaycees, Chamber of Commerce,
and the Girl or Boy Scouts.

B

National Honor Society and National Merit scholarships are

available if vou have high grades and you otherwise qualify.

Don't overlook aid trom organizations connected with your
field of interest (for example, the American Medical Associa-
tion or the American Bar Association). These organizations are-
listed in the U.S. Department of Labor’s Occupationat Out-
look Handbook and can also be tound in various direciories of

associations available at vour public library.

If you (or vour spouse) are a veteran or the dependent of a
veteran, veterans educational benefits may be available. Check

with vour local Veterans” Afhairs office.

Q
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C hoosing a School
Carefully

Education after high school costs you time, money, and eftort. It's a
big investment, and you should carefully evaluate the school you're
considering. You ought to know what you'll be getting for your moncy.
When you enroll in school. you expect to study certain subjects, or
maybe learn cereain skills, that will help you get a specific job. Will
you? A lot depends on how well you chouse the school you'll attend.

To find out abour a school. you need to—

L] check the school’s accreditation. Ask the school representative
for the names of the school's accrediting and licensing organi-
zations, which can give you information about the school. You
also have the right to ask the school for a copy of the docu-
ments describing the school's acereditation and licensing, If a
school is accredited, an approved private educational agency or
association has evaluated it and found it meets certain
minimum requirements that the agency has set. But
don't assume that if a school is accredited that's all

vou need to know. You also need to—

find out for yourself about the school’s programs.
Is the program the school offers necessary to
get ajob in your chosen profession? How

much are you likely to carn after you complete

the program? Ask potential employers if you

10
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considered tor emplovment (maybe 4l

need education bevond high school to be

employers will provide on-the-job training

instead). Doces the school have a good

reputation among the professionals in your

chosen field of studv? How long has it been

in business? Does it seem to be cconomically stable and of
high quality? How many students are in most classes? Do

instructors have office hours when vou can meet with them?

If you're attending a school that offers training using equip-
v “~ « “

ment, make sure the number of students in cach class is not so
large you never get to use the equipment. I a school advertises
a certain kind of equipment, make sure it actually has that
cquipment. Is it modern. and is it what you expect to use in
vour ficld later on? Arc facilities and services available and
accessible to accommodare persons with disabilities? What are

the qualitications of the faculty?

Find our how much coursework is required to complete the
I

program. Ask how many students successtully complete the

program. A high dropout rate could mean students weren't

satisfied with the education they were receiving,

It's also a good idea to talk to recent graduates abour the
school’s courses. its professors or instructors, even its social life
and living facilides, if applicable. And, remember, just because
a school participates it the federal studenc aid programs does
not mean the U, S, Department of Education has endorsed
the quality ot the education the school ofters. The Department
does not approve a school's curriculum, policies, or administra-
tive practices, except as they relate to how the school operates
the federal student financial aid programs.

It's up to you to check out the school.

11




[ find out about the school’s loan default rate. This rate refers
to the percentage of students who attended the school, took
out federal student loans, and later went into defaule. If a
school vou want to attend has a default rate of 15 percent or
more for the Federal Perkins Loan Program or 25 percent or
more for the Federal Family Education Loan Program (FFEL),
there may be some restrictions on borrowing under those programs

to attend that school.

find out about the schools job placement rates. You'll want a
job in vour chosen ficld after you leave school. Ask the school
for its job placement rate. Check with former graduartes and
prospective employers as well. What's the placement race of
vour chosen profession in general? If the school advertises its
job placement rates, it must also publish the most recenr
employment statistics, graduation statistics, and any other
infarmation necessary to back up its claims. This information
must be available at, or betore, the time vou apply for admis-

sion to the school.

Daoes the school provide instruction on topics vou'll need to
know for state or professional certitication? If the school
advertises job placement rates, it must tell you what the state
licensing requirements are for a particular job. Ifa school says
it will help vou find a job, what docs this include? Will the
school contact potential employers and set up interviews? Will
vou receive counseling on how to obtain and keep a job?

find out about financial aid availability. You have the right to

receive the following information from the school—

> the financial assistance that is available, including informa-
tion on all federal, state, local, private, and institutional

financial aid programs. Ask specifically about the educational

Q 12
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program that interests vou, because even if a school is cligible o
participate in the federal student aid programs, some of it
cducational programs might not be eligible.

> how a school selects financial aid recipicnts,

> the procedures and deadlines for submitting applications
tor cach available financial aid program.

> how the school determines your financial need. This process
includes how costs for tuition and fees, room and board, travel.
books and supplics, and personal and miscellancous expenses are
considered in vour cost of attendance, It also includes the re-
sources considered in caleulating your need (such as parencal
contribution, other financial aid, and assets). You also have the

right to know how much of vour financial need has been met.
> how the school determines each tvpe and amount of assistance in
vour financial aid package. You also have the right o ask the school

to reconsider vour aid package if vou believe a mistake has been

made or if vour enrollment or financial circumstances have changed.

> how and when vou'll receive vour aid.

> how the school determines whether vou're making satistac-
tory academic progress, and what happens if vou're not. Whether
you continue to receive federal financial aid depends. in part, on
whether you make satistactory academic progress.

> the interest rate on any student loan vou mav receive, the
lengeh of time vou have to repay, when vou must stare repay-
ment, and what cancellation, discharge. forbearance, or defer-
ment (postponement) provisions apply.

> if vou're offered a Federal Work-Study job (sce page 5.3). what
the job is. what hours you must work, whar vour duries will be,

what the rate of pay will be, and how and when vou'll be paid.

> the locaton, hours, and counscling procedures of the school's

13
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[ ask the financial aid office about the school’s refund policy.
You have the right to know what your school’s policy is. If you
enroll but never begin classes, vou should get most of your
money back. If you begin attending classes, but drop out
before completing vour coursework, you may be able to get
part of your money back. But, after a certain date, you won'
get any money back, and you may even be required to pay
additional expenses. Ask the school about these issues and for
examples of the school’s refund policy. Keep in mind that if
vou receive federal student aid from any of the programs
mentioned in the Guide - except for Federal Work-Study -
and a refund is made, some or all of that money will be

returned directly to those aid programs or to the lender for

vour loans.

NOTE: Even if you dont finish your coursework, youll have to

repay the loan funds you received, less any amount
returned to your lender by the school.

The school must explain its refund policy, in writing, to all

students—prospective as well as current.

check several sources for the answers to all your questions
about a school. Talk to high school counselors, local employers.
and the state higher education agency. See if any complaints
about the school have been filed with the local Better Business
Bureau, Chamber of Commerce, or consumer protection
division of the state attorney general’s office. Contact these
organizations if you have a complaint abourt a school.

You're paying for a quality education. Make sure you get it.

PAFullToxt Provided by ERIC




F ederal Student Aid—
General Information

The U.S. Deparoment of Education has the following major student
financial aid (SFA) programs:

> Federal Pell Grants

> Federal Direct Loans

> Federal Family Education Loans (FFEL)

>> Federal Supplemental Educational Opportunity Granes (FESEQG)
> Federal Work-Study (FWS)

> Federal Perkins Loans

Not all schools take part in all the programs. To find out which ones

are available at a particular school, contact the tinancial aid office.
Grants are monies you don have to pay back.

Work-Study lets you work and carn money to help pay for school.
Loans are borrowed money that vou must repayv with interest.

Undergraduates may receive all three types of financial aid. Graduate
students may receive loans or Federal Work-Study. but not Federal Pell
Grants or FSEQG.

ERIC
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Student Eligibility

To receive aid from the major student aid programs discussed in the
Guide, you must—

> have financial need. except for some loan programs. (See
page 12).

> have a high school diploma or a General Education Devel-
opment (GED) certificate, or you must pass an independently
administered test approved by the U.S. Department of Educa-
tion, or mecet other standards your state establishes that are

approved by the U.S. Department of Education.

> be enrolled as a regular student working toward a degree or
certificate in an eligible program. (You may not receive aid for
correspondence or telecommunications courses unless they are

part of an associate-, bachclor-, or gmduaue-degrcc program.)
> be a U.S. citizen or eligible noncitizen.

5> have a valid Social Security Number.

> make satisfactory academic progress.

> sign a statement of educational purpose/certification
statement on refunds and default (found on the Student Aid
Report).

> ign a statement of updated information, if required
(found on the Student Aid Report).

> register with the Selective Service, if required.

16
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Financial Need

Aid from most of the major programs discussed in the Guide is
awarded on the basis of financial need (except for unsubsidized FFEL
Staftord, Direct Unsubsidized, and all PLUS loans—see pages 25
through 45).

When you apply for federal student aid, the information you report is
used in a formula, established by the U.S. Congress, that calculates
your Expected Family Contribution (EFC), an amount you and your
family are expected to contribute toward your education. If your EFC
is below a certain amount, you'll be eligible for a Federal Pell Grant,
assuming you meet all other cligibility requirements. (See page 23.)

There isn'ta maximum EFC that defines eligibility for the other
financial aid programs. (Sce pages 25 through 57 for information on
these programs.) Instead, your EFC is used in an equation to deter-
mine your financial need:

Cost of Attendance
-Expected Family Contribution (EFC)
=Financial Need

Your financial aid administrator (FAA) takes vour cost of attendance
(COA), and subtracts the amount you and your family are expected to
contribute toward that cost. I there’s anything left over, you're consid-
ered to have financial need. In determining your need for aid from the
SFA programs, your FAA must first consider other aid you're expected
to receive,

Your FAA can adjust the EFC formula’s data clements or adjust your
COA it he or she believes your family's financial circumstances warrant
it based on the documentation you provide. However, the FAA does
not have to muke such an adjustment. For more information on

Special Circumstances, see page 20.

17




You can get a booklet called the “Expected Family Contribution
(EFC) Formulas,” which describes how the EFC formulas are calcu-

lated, by writing to:
Federal Student Aid Information Center

PO. Box 84
Washington, DC 20044 .
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Dépendency Status

When you apply for federal studene aid. YOUT answers to certain questions
will determine whether you're considered dependent on your parent(s) —
and must, therefore, report their income and assets as well as your own —
or whether you're independent and must, therefore, report only yvour own
income and assets (and those of your spouse, if you're married).

Students are classified as dependent or independent because federal
student aid programs are based on the idea thar students (and their parents
or spouse, if applicable) have the primary responsibility of paying for their
postsecondary education. Students who have access to parental suppore
(dependent students) should not receive need-based federal funds at the

expense of independent students who do not have such access,
You're an independent student if at least one of the following applies to vou:

> you were born betore January 1, 1972,

> vou're married,

> youre enrolled in a graduate or professional educational
program,

> yvou have legal dependents other than a spouse,

> vou're an orphan or ward of the coure (or were a ward of
the court uneil age 18). or

> vou're a veteran of the US. Armed Forees.

It vou claim to be an independent student, vour school may ask vou to
submit proof before you can receive any federal student aid. It you
think you have unusual circumstances that would make vou indepen-
dent even though none of the above criteria apply 1o you, talk to vour
aid administrator. He or she can change your status if he or she thinks
your circumstances warrant it based on the documentation vou
provide. But remernber, the aid administrator won't automatically do
this. That decision is based on his or her judgment, and it’s final—vou
cantappeal it to the ULS, Department of Education.

13
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Applying

The Application Process

If you did not apply for federal student aid in the 1994-95 school year,
you can apply for federal aid for the 1995-96 school year by either
completing and mailing the 1995-96 Free Application for Federal
Student Aid (FAFSA) or by applying electronically

(through your school). You can get a FAFSA from your

school or from the Federal Student Aid Information

Center at the address given on page 13. Not all schools

have electronic application capability; check with the

schools that interest you.

If you did apply for federal student aid for the 1994-95

school year, you probably will be able to file a 7995-96 Renewal Free
Application for Federal Student Aid (. Renewal FAFSA). You'll either
receive it at your home address or from your school. (You may also be
able to file a Renewal FAFSA clectronically. Check with your school.)

If you qualify to use the Renewal FAFSA, you'll have fewer questions to
answer. About 75 percent of the information on the form will be
preprinted and will be the same as the information you gave in 1994-
95 (plus any of your corrections that were processed by October 31,
1994). You'll only have to write in some new information and infor-
mation that has changed since 1994-95 (for example, family size).

Check with your aid administrator if you have questions about the
Renewal FAFSA.

For most of the federal student aid programs, the FAFSA (or Rencwal
FAFSA) is the only form you need to file. To receive an FFEL Stafford
Loan or a Direct PLUS Loan, you may have to complete additional
forms. (Sce pages 37 and 43.)

Remember, applying tor tederal student aid is FREE.




Q

ERIC

PAFullToxt Provided by ERIC

To be considered tor nonfederal aid, such as institutional and/or state
aid, you may have to fill out additional forms and pay a processing tee.
Check with your school to see which nonfederal application to fill out,
if any.
Read the instructions carefilly when you apply for financial aid—
whether you're filing the FAFSA or the Renewal FAFSA. Most mistakes
are made because students don't follow instructions. Pay special
attention to any guestions on income, because most errors oceur in
this arca.
$ NOTE: Youll need a valid Social Security Number when you
apply, or your application won' be processed.
Also, in Section H of the FAFSA or Renewal FAFSA, carefully list the
name(s) of the school(s) you're interested in attending. If any of these
schools participate in at lcast one of the programs mentioned in the
Guide, it will have a Title IV Institution Code. You can get a list of
Title IV codes from a college’s financial aid office, vour high school, or
vour local public library. You should obtain the codes for the schools
voure interested in attending and include them in Section H.

Records Needed

When vou apply, vou should have certain records on hand.

The 1994 U.S. income tax return is the most important record,
because you must use exact numbers from specific lines on the tax

return to apply. You'll need to refer to—
[ Your tax return,

] your parents” tax return (if you apply as a dependent student), and

] your spouscs tax recurn (it you're married and vour spouse

filed a separace return).

21
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Referring to the tax form will make it casier to answer the questions
when you apply. If you won't have your tax form in time to file your
application, remember that vou can estimate your answers and then

correct them later.

Other records, such as W-2 forms, business/farm records, and bank

statements. will also be uscful.

You should save all records and all other materials used in completing
the application because you may need them later to prove that the

information you reported is correct. This process is called veritication.

If verification is required, and you don provide it, you won' receive
aid from the U.S. Department of Education, and you might not
receive aid from other sources. It is very helpful if you make a photo-
copy of your application betore you submit it. This way, you have a
copy of the data you submiteed for your own records. So be sure you

keep all documents, and that the information vou report is accurate!

Apply as soon AFTER January 1, 1995 as possible. (You can't apply
before this date.) 1t casier to complete the application when you
alrcady have vour tax return, so you may want to consider filing vour
taxes as carly as possible, wo. (See "Records Needed™ on page 16.) Do
not sign, date, or mail your application before January 1, 1995, Mail
vour completed application using the envelope that came with it Teis
alrcady addressed, and using it will ensure that vour application
reaches the correct address.
Er‘> NOTIE: You must reapply for federal aid cvery year. Also, if you
change schools, your aid docsi't necessarily go with you.
Check with your new school to find out what steps you

st take to continue receiving aid.

22 17
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If you apply by mail, your application will be

processed in approximately four weeks. Then, you'll

receive a Student Aid Report (SAR) in the mail.

The SAR will report the information from your

application and, if there are no questions or prob-

lems with your application, your Expected Family

Contribution (the number used in determining your eligibility

for federal student aid). Each school you listed on the application will
also receive your application information.

If you apply electronically, your application will be processed in about
aweek. The results will be sent electronically to your school.

When you receive the SAR, or the electronic filing results at your

school, you must review it carefully to make sure it's correct. If any

changes are necessary, make them on Part 2 of the SAR and return it
to the address given at the end of Part 2, or have your school submit
the corrections clectronically.

If the data is correct and you don't need to make changes, you can
receive financial aid on the basis of that information. Make sure you
keep a photocopy of your SAR (or get a printout of your electronic
processing results from your school). The entire original SAR must be
given to your school.

It it’s been more than four weeks since you mailed in your application
and you haven't heard anything, you can check on your application by
calling 1-319-337-5665 (Monday - Friday, 9:00 a.m. to 8:00 p.m.,
Eastern Time).
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Or, you can write to:

Federal Student Aid Information Center
PO. Box 84
Washington, DC 20044

If you write, make sure you include in your letter your full name,
permanent address, Social Security Number, date of birth, and

signature.

You can request a duplicate copy of your SAR at any time by calling
1-319-337-5665 (Monday through Friday, 9:00 a.m. - 8:00 p.m.,
Eastern Time).

You can also request a copy of vour SAR by writing to the address
) ) ) 8

given at the end of Part 2 of the SAR or to the Federal Student Aid

[nformation Center address given above.

When you write, make sure you include in your letter your full name,
permanent address, Social Security Number, date of birth, and signa-

ture. You'll receive the duplicate SAR in 2-3 weeks.

Remember, your duplicate SAR will be sent to the address you re-

ported on your application. If your address has changed since then,

vou can correct your address by writing to the FAFSA processor where
you sent your application or to the Federal Student Aid Information
Center at the address given above. You can't change your address over

the phone because your signature is required.
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Spéclal Circumstances

Although the process of determining a student’s

eligibility for federal student aid is basically the same e
for all applicants, there is some flexibility. For in-

stance, if your financial aid administrator (FAA) 4N
believes it's appropriate, based on the documenta-

tion you provided. he or she can change your status

from dependent to indcpendent. (See page 14.)

In some cases, your FAA may adjust your cost of

attendance (COA) or the income information

used to calculate your Expected Family Contribution (EFC) to take
into account circumstances that might affect the amount you and your
family are expected to contribute toward your education. These
circumstances could include a family's unusual medical or dental
expenscs, or tuition expenses for children attending a private elemen-
tary or secondary school. Also, an adjustment may be made if you,
your spouse, or either of your parents (if applicable) is recently unem-

ployed. If conditions such as these apply to you or your family, contact
vour FAA.

Check with your FAA if you feel you have any other special circum-
stances that might affect the amount you and your family are expected
to contribute. But remember, there have to be very good reasons for
the FAA to make any adjustments, and you'll have to provide adequate
proot to support those adjustments. Also, remember that the FAA's
decision is final and cannot be appealed to the U.S. Department of
Education.
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Deadlines

Apply as soon AFTER January 1, 1995 as you can. (Do not sign. date,
or mail yvour application before this date.) Schools often set deadlines
early in the calendar year. Students must meet these deadlines to
receive certain types of funds, including Federal Supplemental Educa-
tional Opporrunity Grant (FSEOG), Federal Work-Study, and Federal
Perkins Loan program funds. (See page 51.)

Whether you apply electronically or by mail, your
application must be received by the application
processor by May 1, 1996 tor the 1995-96

school vear.

THERE ARE NO EXCEPTIONS TO THIS
DEADLINE.

Also, you must submit your SAR to the school by your last day of
enrollment in 1995-96 or by June 30, 1996, whichever is earlier. If
vour school has reccived your application information from the tederal
application processor, you may be able to certify that information at
vour school instead of submitting a SAR. In any case, your correct,
complete application information must be at your school by the
appropriate deadline. Be sure you know your last day of enrollment in

1995-96—it may be carlier than June 30.
NOTE: If you'e selected for verification (see page 17), additional

deadlines apply to you. Your financial aid administrator
can tell you what they are.
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Telephone Numbers

If you need ;mswers.right away to questions about federal student aid,
call one of the numbers below at the Federal Student Aid Information
Center between 9:00 a.m. and 8:00 p.m. (Eastern Time), Monday
through Friday:

1-800-4-FED-AID (1-800-433-3243) — a toll-free number

The Information Center will:

> assist you in completing the federal student financial aid
application

>> tell you whether a school participates in the federal student
aid programs, and that school’s default rate (see page 7)

> explain federal student aid eligibility requirements
explain the process of determining financial need and
awarding aid

> send federal student aid publications to you

1-319-337-5665

Call this number at the Information Center if you want to find out if
your federal student financial aid application has been processed or if
you want a copy of vour Student Aid Report (SAR). Please note that
you'll have to pay for this call. Collect calls cannot be accepted, and
this service is not available on the toll-free number given above.

1-800-730-8913

It you're hearing-impaired you may call this toll-free T number at
the Information Center for help with any federal student aid questions
vou may have.

1-800-MIS-USED (1-800-647-8733)
If you have reason to suspect any fraud, waste. or abuse involving
federal student aid funds, you may call this toll-free number, which is
the hodine to the U.S. Department of Education’s Inspector General's

office. You may remain anonymous, if vou wish.,

_7




Federal Pell Grants

What is a Federal Pell Grant?

A Federal Pell Grant, unlike a loan, does not have to be repaid. Pell
Grants are only awarded to undergraduate students who have not
carned a bachelor’s or professional degree. (A professional degree
would include a degree in a field such as pharmacy or dentistry.) For
many students, Pell Grants provide a foundation of financial aid to
which other aid may be added.

How do I qualify?

To determine if you're eligible, the U.S. Department of Education uses
a standard formula, established by Congress, to evaluate the informa-
tion you report when you apply. (See page 12). The formula produces
an Expected Family Contribution (EFC) number. Your Student Aid
Report (SAR) contains this number and will tell you if you're eligible.

How much mouney can I get?

Awards for the 1995-96 award year (July 1, 1995 to June 30, 1996)
will depend on program funding. The maximum award for the 1994-
95 award year was $2,300. How much you get will depend not only
on your EFC, but on your cost of attendance, whether you're a tull-
time or part-time student, and whether you attend school for a full
academic year or less. ’
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It you participate in a study-abroad program that costs more than your
usual cost of attendance, you may be able to get additional Federal Pell

NS~
A2

writing, for the school's records. Schools must pay you at least once

Grant aid to help cover those costs. Check with
your financial aid administrator (FAA).

How will I be paid?

Your school can either credit the Pell Grant funds
to your account, pay you directly (usually by
check). or combine these methods. The school

must tell you in writing how and when you'll be
paid and how much your award will be. You can

then cither accept or decline the award; do this in

per term (semester, trimester, or quarter). Schools that do not use
tormally defined, traditional terms must pay you at least twice per
academic year.

Can I receive a Federal Pell Grant if I am enrolled less than half time?
Yes, if you're otherwise cligible. You won't receive as much as if you
were enrolled tull time, but your school must disburse your Pell Grant

tunds in accordance with your enrollment status and cannot refuse

vou an award simply because you're not enrolled at least half time.

23
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Direct and FFEL
Program Loans

Low-interest loans for students and parents are available through the
Federal Direct Student Lo« (Direct Loan) Program and the Federal
Family Education Loan (FFEL) Program. Low-interest loans are also
available to some students under the Federal Perkins Loan Program, as

discussed in the Campus-Based Programs section. (See page 54.)
"4 page

This section will first summarize the Direct Loan and FEEL programs.
Then, we'll discuss loans available to students under the two programs,
emphasizing first the similarities of Direct and FFEL Program Loans
for students and then the differences berween them. Next, we'll
describe the Direct and FFEL Program loans for parents (PLUS
Loans). noting the provisions all PLUS Loans have in common and
then discussing the differences between Direct PLUS and FFEL
PLUS. Finally, we'll review the Direct and FFEL Consolidation Loans,

discussing cach scpalmtcly.

The Direct Loan and FFEL programs difter in who lends the money.
Under the Direct Loan Program, the federal government makes loans
directly to students and parents through schools. Under the FFEL
Program, private lenders such as banks. credit unions, and savings and
loan associations usually mate the loans, Although the source of funds
is different, both programs provide the same types of loans. (See the
tollowing page.)




Whether you or your parents receive a Direct Loan or an FFEL
Program Loan will depend on which program(s) your school partici-

pates in. You cannot receive both Direct and FFEL Program loans for
the same enrollment period. Under both loan programs, your school
determines vour eligibility for a loan and disburses the funds.

Once a Direct Loan is made, it is managed and collected by the U.S.
Department of Education’s Direct Loan Servicing Center. Its toll-free
telephone number is 1-800-848-0979. For general correspondence,
the address is:

Borrower Services

Direct Loan Servicing Center
P.O. Box 4609

Utica, NY 13504-4609

Once an FFEL Program Loan is made, it will be managed and col-
lected by the lender or agency that holds the loan.
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Direct and FFEL Program
Loans for Students

Both the Direct Loan Program and the FFEL Program help students
meet their education costs. Many of the benefits to students are
identical in the two programs.

What kinds of student loans are available?

For student borrowers, Direct Loans and FFEL Program Loans are
cither subsidized or unsubsidized. The Direct Loan Program offers
Direct Stafford Loans (Direct Subsidized) and Direct Unsubsidized
Stafford Loans (Direct Unsubsidized), and the FFEL. Program offers
subsidized and unsubsidized Stafford Loans.

A subsidized loan is awarded on the basis of financial need. (See page
12). If you qualify for a subsidized loan, the federal government pays
interest on the loan (“subsidizes” the loan) until you begin repayment
and during authorized periods of deferment thereafter.

An unsubsidized loan is not awarded on the basis of need. If you
qualify for an unsubsidized loan, you'll be charged interest from the
time the loan is disbursed until it is paid in full. You can choose to pay
the interest or allow it to accumulate. If you allow the interest to
accumulate, it will be capitalized—that is, the interest will be added to
the principal amount of your loan and will increase the amount you
have to repay. If you pay the interest as it accumulates, you'll repay less
in the long run.

You can receive a subsidized and an unsubsidized loan for the same
enrollment period as long as they are from the same program—cither
both from the Direct Loan Program or both from the FFEL Program.




Who can get these loans?

If you're a regular (degree-secking) student enrolled

in an cligible program of study at least half time, you
may receive either a Direct Loan or an FFEL Program
Loan. You must also meet other general eligibilicy
requirements. (See pages 10 through 13.)

Can I get both a Direct Loan and an FFEL Program Loan in the
same enrollment period?

No. However, you could receive FFEL Program Loans one year and
Dircct Loans the next year.

How much can I borrow?

Regardless of whether you borrow Direct Loans or FFEL Program
Loans, it you're a dependent undergraduate student (see page 14) you
can borrow up to—

[ $2.625 if you're a first-year student enrolled in a program of

study that is at least a full academic vear;

[ $3.500 if you've completed vour first year of study, and the
remainder of your program is at least a full academic year;

L $5.500 a year if you've completed two vears of study, and the

remainder of your program is at least a full academic year.

For periods of undergraduate study that are less than an academic year,
the amounts yvou can borrow will be less than those just listed. Ask

vour tinancial aid administrator (FAA) how much you can borrow.

ERIC
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Regardless of whether you borrow Direct Loans or FFEL Program
Loans, if you're an independent undergraduate student or a dependent
student whose parents are unable to get a PLUS Loan (see pages 39
through 45), you can borrow up to—

[ $6.625 if you're a first-year student enrolled in a program of
study that is at least a full academic year. (At least $4.000 of
this amount must be in unsubsidized loans.)

[0 $7.500 if you've completed your first year of study, and the

remainder of your program is at least a full academic year. (At
least $4.000 of this amount must be in unsubsidized loans.)

[ $10.500 a year if you've completed two years of study, and the
remainder of your program is at least a full academic year. (At

least $5.000 of this amount must be in unsubsidized loans.)

For periods of undergraduate study cthat are less than an academic year,
the amounts you can borrow will be less than those just listed. Talk to

your FAA to find out how much you can borrow.

% NOTE: Direct Loans and FFEL Program Loans are not made to
undergraduates envolled in programs that are less than
one-third of an academic year.

Whether you borrow Direct Loans or FFEL Program Loans, if yvoure a
graduate student, you can borrow up to $18,500 cach academic year.
(At least $10,000 of this amount must be in unsubsidized loans.)

@ NOTE: The amounts given above are the inaximum yearly
amounts you can borrow in both subsidized and
unsubsidized Direct Loans or FFEL Program Loans,
singly or in combination. However, you can’t borrow more
than your cost of attendance minus any other, ﬁ)):l}l('z'tl/
aid for which you're cligible. This means that you may

receive loss than the annual maximum amounts.
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The rotal debt you can have outstanding from all Direct Loans and
FFEL Program Loans combined is—

[J $23,000 as a dependent undergraduate student;

[ $46,000 as an independent undergraduate student (no more
than $23,000 of this amount may be in subsidized loans);

[ $138,500 as a graduate or professional student (no more than
865,500 of this amount may be in subsidized loans). The
graduate debt limit includes any Direct Loans and/or FFEL
Program Loans received for undergraduate study.

What's the interest rate charged on these loans? \

For students whose Direct Loans or FFEL Pro-
gram Loans were first disbursed on or after July 1,

1994, the interest rate is variable, but it will never

exceed 8.25 percent. From July 1, 1994 through %

June 30, 1995, the interest rate is 7.43 percent.

The interest rate is adjusted each year on July 1. You'll be notified of
interest rate changes throughout the life of your loan.

It you had FFEL Program Loans that were first disbursed before July
1. 1994, the interest rate on these loans may be different. Check with
the lender or agency that holds your loan.

It you have subsidized loans (see page 27), the federal government pays
the interest while you're enrolled in school at least half time, during a
grace period, or during authorized periods of deferment (see page 31).
Interest will begin to accrue when you enter repayment.

It vou have unsubsidized loans, you'll be charged interest from the day
the loan is disbursed until it is repaid in full, including in-school,
grace, and determent periods. You may pay the interest during these

periods, or it can be capitalized (see page 27).
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Is there a charge for these loans?

You'll pay a fee of up to 4 percent, deducted proportionately from each
disbursement of your loan. A portion of this fee goes to the federal
government to help reduce the cost of the loans. Also, if you don't
make your loan payments when they're scheduled, you may be
charged late fees and collection costs.

When do I pay back these loans?

After you graduate, leave school, or drop
below half-time enrollment, you have six
months before you begin repayment. This is

called a grace period.

During the grace period on a subsidized loan,

you don't have to pay any principal, and no interest

will be charged. During the grace period on an unsubsidized loan,
you don't have to pay any principal, but interest will be charged. You
can either pay the interest or allow it to accumulate. (See page 27.)

After you leave school or drop below half-time enrollment, vou'll
receive information about repayment and will be notified of the date
repayment begins. However, you're responsible for beginning repay-
ment on time, even if vou don't receive this information.

Is it ever possible to postpone repayment of my loan?

Yes. Under certain circumstances, you can receive a deferment or
forbearance on your loan. During a deferment, no payments are
required. If you have a subsidized loan, the federal government will
pay the interest that accrues during the deferment. If your loan is
unsubsidized, vou will be responsible for the interest on the loan
during the deferment. If you don't pay the interest as it accrus, it will
be capitalized. (See page 27.) During forbearance, your payments are
postponed or reduced. The government does not pay the interest: you
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are responsible for it, and if you don't pay the
interest as it accrues, it will be capitalized. (See
page 27.) You can' receive a deferment or
forbearance if vour loan is in default.

See page 03 for the list of deferments available if

your loan was first disbursed on or after July 1,

1993. If your loans were disbursed prior to that

date, the fender or agency holding your loans can tell vou
about the deferments that apply to those loans.

Deferments are not antomatic. If you have a Direct Loan, you must
contact the Direct Loan Servicing Center to request a deferment form.
If you have an FFEL Program Loan, you must contact the lender or
agency that holds your loan to request a deferment form. For either
program, you'll have to provide documentation to support your
request. You must continue making scheduled payments until you
receive notification that the deferment has been granted.

Forbearance isn't automatic either. You may be granted forbearance if

voure willing but unable to meet your repavment schedule and you're
not eligible for a deferment. If you have a Direct Loan, contact the

Direct Loan Servicing Center to request forbearance. If vou have an
FFEL Program Loan, contact the lender o1 the agency that holds your
loan. For cither program, you'll have to provide documentation to
support your request for forbearance. You must make scheduled
payments until you are notified that forbearance has been granted.
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Can my Direct or FFEL Program loan be discharged (canceled)?
Yes, in certain circumstances. A discharge releases you from all obliga-
tion to repay the loan. A complete listing of discharge conditions is
given on pages 64-65.

Your loan can't be discharged because you didnt complete the program
of study at the school, didn't like the school or the program of study,
or didn't obtain employment after completing the program of study.

Repayment assistance (not a discharge, but another way to satisfy your
obligation to repay) may be available if you serve in the military. For
more information, contact your recruiting officer.

For more information about discharge or repayment assistance, Direct
Loan borrowers can contact the Direct Loan Servicing Center; FFEL

borrowers should contact the lender or agency that holds their loan.

Direct Subsidized and Unsubsidized Loans

The processes of applying for a loan and paying funds to the borrower,
as well as the methods of repayment, differ somewhat between the
Direct Loan Program and the FFEL Program.

How do [ apply for a Direct Subsidized or Unsubsidized Loan?

The first step in the process is to complete the 1995-96 Free Applica-
tion for Federal Student Aid (FAFSA) or Renewal FAFSA. (See page 15.)
After your FAFSA is processed, your school will review the results and

will inform vou about your loan eligibility.

NOTE: Your school can refuse to certify your loan application, or
can certify a loan for an amount less than you would
otherwise be eligible for, if the school documents the yeason
for its action and explains the reason to you in writing.
The school's decision is final and cannot be appealed to the
U1.S. Department of Education.
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When should I apply?

You should complete the 1995-96 FAFSA as soon as
possible on or after January 1, 1995. Give yourself
as much time as possible to complete the process.

Do I need to find a lender?

No. Under the Direct Loan Program, your lender is the U.S. Depart-
ment of Education. Your school assists the federal government in

administering the Direct Loan Program by determining your loan
eligibility, processing the loan, and delivering the loan funds to you.

How will I be paid?
The U.S. Department of Education will pay you through your school.

Your loan will be disbursed in at least two installments; no one install-
ment can be greater than half the amount of your loan.

Your loan money must first be applied to your school account (if your
school has an account for you) to pay for tuition and fees, room and
board, and other school charges. If loan money remains, you'll receive
the funds by check or in cash, unless you give the school written
authorization to hold the funds until later in the enrollment period.

If you're a first-year undergraduate student at your school and a first-
time borrower, your first payment may not be disbursed until 30 days
after the first day of your enrollment period. This way, you won't have
to repay the loan if you don't begin classes, or if you officially with-
draw during the first 30 days of classes.

How do I pay back my Direct Loan?

The Direct Loan Program offers four repayment plans designed to
simplify the repayment process. All four repayment plans are available
to borrowers of Dircct Subsidized Loans and Direct Unsubsidized
Loans. The repayment plans will be explained in more detail during
entrance and exit counseling sessions at your school. The chart on
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page 36 shows estimated monthly payients for varying loan amounts
under each of the plans.

You may choose one of the following repayment plans—

[0 The Income Contingent Repayment Plan bases your monthly

payment on your annual income and your loan amount. As
your income rises or falls, so do your payments. You can take
up to 25 years to repay your loans. After 25 years, any remain-
ing balance on the loan will be forgiven. You'll have to pay
income tax on any amount forgiven.

The Extended Repayment Plan allows you to extend loan
repayment over a period of 12 to 30 years, depending on your
loan amount. Your monthly ;;aymcnt may be lower than it
would be if you repaid the same total loan amount under the
Standard Repayment Plan (see below), but you'll repay a
higher tetal amount of interest because the repayment period
is longer. The minimum monthly payment is $50.

Under the Graduated Repayment Plan, your payments will be
lower at first and then increase every two years over a period of
time ranging from 12 to 30 years. The actual length of your
repayment period depends on your loan amount. Your
monthly payment may range from 50 percent to 150 percent
of what it would be if you were repaying the same total loan
amount under the Standard Repayment Plan. However, you'll
repay a higher total amount of interest because the repayment
period is longer.

The Standard Repayment Plan requires you to pay a fixed
amount cach month—at least $50—for up to 10 years. The
length of your actual repayment period will depend on your
loan amount.
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Examples of Typical Beginning Payments
for Direct Loan Repayment Plans

Monthly and Total Payments Under Different Repayment Plans
Standard Graduated Extended Income Contingent
Income=
"I;°t;‘: $25,000
e Per Per Per 2 a
Month Total Month Total Month Total Option 1 Option 2
Per Per
Month Total Month Total
$2,600 $50 | $3,148 $25 |$4,008 $50 | $3,148 $90 | $2,867 | $27 | $3,937
4,000 50 5,539 25 | 6,637 50 | 5,539 9 | 4,613 42| 6,056
7,500 89 | 10,650 47 (12,444 79 | 11,355 110 | 9,522 79| 11,356
10,000 118 | 14,200 63 |18,185 92 | 16,615 121 | 13,451} 105| 15,141
15,000 178 | 21,300 95 |27,277 138 | 24,921 142 | 22,197 | 142 23,126

Note: Payments are calealated using the 1994-95 interest rate of 7.43%.

‘Asstimes 4 5% annual income growth (Census Bureau).

‘Under "Option 17, the borrower always pays the formula amount; i.c. payback rate times income,
‘Under *Option 27, the borrower never pays more than the standard 2-year amortization amount.
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Where do I send my loan payments?

You repay the U.S. Department of Education by sending your loan
payments to—

Direct Loan Payment Center
PO. Box 78451
Phoenix, AZ 85062-8451

The Dircct Loan Servicing Center will manage your loan accounts
until your loans are paid in full. (See page 26 for the Center's tele-
phone number and address.)

FFEL Stafford Loans

The FFEL Program offers subsidized and unsubsidized Stafford Loans.
(Sce page 27.) The processes of applying for a loan and paying funds
to the borrower, as well as the methods of repayment, differ somewhat
between the Direct Loan Program and the FFEL Program.

How do 1 apply for an FFEL Stafford Loan?

The first step in the process is to complete the 1995-96 Free Applica-
tion for Federal Student Aid (FAFSA) ot Renewal FAFSA. (Sce page 15.)
After your FAFSA is processed, your school will review the results and
will inform you about your loan cligibility.

You must also complete the Federal Stafford Loan Application and
Promissory Note, available from your school, a lender, or your state
guaranty agency. After you fill out your part of the application, the

school you plan to attend must complete its part, certifying your

enrollment. your cost of attendance, your academic standing, any

other financial aid for which you're cligible, and your financial need.
(Your need is evaluated to see if you qualify for a less cosely subsidized
FFEL Statford Loan. See page 27.)
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» NOTE: Your school can refuse to certify your loan application, or
can certify a loan for an amount less than you would otherwise be eligible
Jor, if the school documents the reason for its action and explains the
reason to you in writing. The schools decision is final and cannot be

appealed to the U.S. Department of Education.

When should I apply?

You should complete the 7995-96 FAFSA as soon
as possible on or after January 1, 1995. You should
begin looking for a commercial lender as soon as
you're accepted by your school. Even if you're
eligible for the loan funds, you may not receive
them if you apply too late in the enrollment period.

How can I find a lender?

Contact your state guaranty agency. It’s the best source of information
on the FFEL Stafford Loan Program in your state. For your agency’s
address and telephone number, and for more information about
borrowing, call the Federal Student Aid Information Center’s toll-free
number: 1-800-4-FED-AID (1-800-433-3243). If your state does not
have its own guaranty agency, ask your school or the Federal Student
Aid Information Center for the name and telephone number of the
guaranty agency that serves your state.

How will I be paid?

The lender will send thz loan proceeds to your school in at least two
payments, cither by electronic funds transfer or by check (made
payable cither to you or to both you and your school). Your school can
pay you directly (usually by check), credit your account, or combine
these methods. Some schools may pay you as often as weekly or
monthly, if your lender agrees. Even if you're paid less often, no
payment may exceed one half of your loan amount. (If you're studying

abroad, you can choose to receive your funds directly.)
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If you're a first-year undergraduate student at your school and a first-
time borrower, your first payment may not be disbursed until 30 days
after the first day of your enrollment period. This way, you won't have
to repay the loan if you don't begin classes, or if you officially with-
draw during the first 30 days of classes.

How much will I have to pay each month?

The amount of each payment depends on your loan amount and on
the length of your repayment period. It your first FFEL Program Loan
was disbursed on or after July 1, 1993, you have the option of repay-
ing vour loan using a fixed. graduated or income-sensitive repayment

plan, but you are required to repay the loan within 10 years.

The chart below shows estimated monthly payments and total interest
charges for various 8.25 percent loans under a fixed repayment plan.
Remember that 8.25 percent is the highest interest rate that can be
charged for new loans. Your rate may be lower.

EXAMPLES OF FIXED REPAYMENT PLANS

Total Numberof  Monthly Interest Total “.
Loan Amount Payments Payment Charges Repaid |

$ 2,600 65 $ 50.00 $628.42 $3,228.42 |
4,000 49.06 1867.20  5867.20 J
7,500 91.99 353880  11,038.80 [§
10,000 122.65 4,718.00  14,718.00 |
15,000 183.98 707760  22,077.60 [}

44




Direct and FFEL Program
Loans for Parents (PLUS Loans)

PLUS Loans to meet students’ education costs are available through
both the Direct Loan and FFEL programs. Many of the benefits to
parent borrowers are identical in the two programs.

What kinds of PLUS Loans are available?

For parewt borrowers, the Direct Loan Program offers the Federal
Direct 1 LUS Loan (Direct PLUS Loan). The FFEL Program offers the
Federal PLUS Loan (FFEL PLUS l.oan).

Both loans enable parents with good credit histories to borrow to pay
the education expenses of cach child who is a dependent undergradu-
ate student enrolled at least half time. (See pages 14 and 71.)

Are there any borrowing requirements my parents have to meet?
Yes. To be eligible to receive a Direct PLUS Loan or FFEL PLUS
Loan, your parents generally will be required to pass a credit check. If
they don't pass the credit check, they mighe still be able to receive a
loan if someone, such as a relative or friend who is able to pass the
credit check, agrees to co-sign the loan, promising to repay it if your
parents should fail to do so. Your parents might also qualify for a loan
even if they don't pass the credit check if they can demonstrate that
extenuating circumstances exist. You and your parents must also meet
other general eligibility requirements for federal student financial aid.
(See pages 10 through 13.)

Can my parents get both a Direct PLUS Loan and an FFEL PLUS Loan?

They can apply for either a Direct PLUS 1Loan or an FFEL PLUS
Loan, but not both for the same child for the same enrollment period.
Your parents could, however, apply for a Dircct PLUS Loan for yvou

and an FFEL PLUS Loan for onc of vour siblings.




How much can my parents borrow?

The vearly limit on either type of PLUS Loan is

equal to your cost of attendance minus any other

financial aid for which you are eligible. For example, ' ,\’\//\\
if your cost of attendance is $6,000 and you're eligible Yo/
for $4,000 in other financial aid, your parents could

borrow up to—but no more than—$2,000.

What's the interest rate on PLUS Loans?

The interest rate is variable, but it will never exceed 9 percent. From

July 1, 1994 through June 30, 1995, the interest rate is 8.38 percent.

The interest rate is adjusted cach year on July 1. Your parents will be

notified of interest rate changes throughout the life of their loan(s).

Interest is charged on the loan from the date the first disbursement is
made until the loan is paid in full.

Is there a charge for a PLUS Loan?

Your parents will pay a fee of up to 4 percent of the loan, deducted
proportionately each time a loan payment is made. A portion of this
fee gocs to the federal government to help reduce the cost of the loans.
Also, if vour parents don't make their loan payments as scheduled, they
may be charged late fees and collection costs.

When do my parents begin repaying a PLUS Loan?

Generally, within 60 days after the final loan disbursement. There is
no grace period for these loans. Interest begins to accumulate at the

time the first disbursement is made, and your parents will begin

repaving both principal and interest while you're in school.
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Is it ever possible to postpone repayment of a PLUS Loan?

Yes. Under certain circumstances, your parents can receive a deferment
or forbearance on their loan. During a deferment, no payments are
required; during forbearance, payments are either postponed or
reduced. Your parents are responsible for the interest on a loan during
a deferment or forbearance. 1f they don't pay the interest as it accrues,
it will be capitalized. (See page 27.) Your parents can't receive a defer-
ment or forbearance if their loan is in default.

Sce page 63 for the list of deferments available if your parents’ PLUS
Loan was first disbursed on or after July 1, 1993. If vour parents’
PLUS Loans were disbursed before this date, ask the lender or agency
holding those loans about the deferments that are available.

Deferments are not automatic. If vour parents have a Direct PLUS
Loan, they must contact the Direct Loan Servicing Center to request a
determent form. 1f they have an FFEL PLUS Loan, they must contact
the lender or agency that holds the loan. For cither program, they'll
have to provide documentation to support their request. Your parents
must continue making scheduled payments until they receive notifi-
cation that the deferment has been granted.

Forbearance isn't automatic cither. Your parents may be granted
forbearance it they're willing but unable to repay as schedule and
they're not cligible tor a deferment. 1f vour parents have a Direct PLUS
Loan, they should contact the Direct Loan Servicing Center to request
forbearance. If they have an FFEL PLUS Loan, they should contact
the lender or the agency that holds the loan. For cither program,
they Il have to provide documentation to support their request for
forbearance. Your parents must continue making scheduled payments
until they are notified that forbearance has been granted.
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Can a PLUS Loan be discharged (canceled)?

Yes, under certain circumstances. A discharge releases your parents
from all obligation to repay the loan. A complete listing of discharge
conditions is given on pages 64-65.

Your parents’ loan cannot be discharged because you didn't complete
your program of study at your school, didn't like the school or the
program of study, or didn't obtain employment after completing the
program of study.

Repayment assistance (not a discharge of the loan, but another way to
satisfy their obligation to repay), may be available to your parents if
you serve in the military. For more information, contact your recruit-
ing officer.

For more information about discharge or repayment assistance, Direct
PLUS Loan borrowers should contact the Direct Loan Servicing
Center; FFEL PLUS Loan borrowers should contact the lenders or
agencies that hold their loans.

Direct PLUS Loans

The processes of applying for a loan and paying funds to the borrower,
as well as the methods of repayment, differ somewhat between the
Direct PLUS Loan and the FFEL PLUS Loan.

How do my parents apply for a Direct PLUS Loan?

Your parents will fill out a Direct PLUS Loan Application and Promis-
sory Nate, which is available from your school’s financial aid oftice. (It
is not necessary for you or your parents to fill out a FAFSA to apply for

this loan, unless vour school requires it.)

E;‘> NOTE: Your school can refuse to certify your perrents’ loan application,
or can cortify a loan for an amount less than: they would

otherwise be cligible for, if the school documents the reason for
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its action and explains the reason 1o your parents in writing.
The schools decision is final and cannot be appealed to the
U.S. Department of Education.

When should my parents apply for a Direct PLUS Loan?

Your parents should apply as carly as possible, allowing for plenty of

time to complete the application process.
Do my parents need to find a lender?

No. Under the Direct Loan Program, their lender will be the U.S.
Department of Education. Your school assists the federal government
in administering the Direct Loan Program by distributing the loan
application, processing the loan, and delivering the loan funds.

How will my parents be paid?

Actually, the loan moncy will be sent to vour school in at least two
installments (no one installment can be greater than half the loan

amount). The funds will first be applied to your school account (if

vour school has an account for you) to pay for tuition and fees, room

and board, and other school charges. If any loan money remains, your

parents will receive the amount as a check or in cash, unless they
authorize it to be released to you. Any remaining loan money

must be used for vour education expenses.

How do my parcnts pay back the loan?

Your parents can choose the Standard,
Extended. or Graduated Repayment Plan.
(Sce page 35.) The Income Contingent
Repayment Plan is not an option for

parent borrowers.




Where do my parents send their loan payments?

They repay the U.S. Department of Education by sending their loan

payments to—

Direct Loan Payment Center

P.O. Box 78451

Phoenix, AZ 85062-8451
The Dircct Loan Servicing Center will manage their loan account
until the loan is paid in full. (For the Center’s address and telephone
number, see page 20.)

FFEL PLUS Loans

The processes of applying for a loan and paying funds to the borrower,
as well as the methods of repayment, differ somewhat berween the
FFEL PLUS Loan and the Direct PLUS Loan.

How do my parents apply for an FFEL PLUS Loan?

The procedure is the same as for the FFEL Stafford Loan, except that
vour financial need does not have to be evaluated. Theretore, vou do
not need to file a FAFSA, unless your school requires it. (See page 15.)

NOTE: Your school can refuse to certify your parents’ loan
application, or can certify a loan for an amount less than
they would otherwise be eligible for. if the school
documents the reason for its action and explains the reason
to your parents in writing. The schools decision is final
and cannot be appealed to the LS. Department of

Education.

When should my parents apply for an FFEL PLUS Loan?
Your parents should apply as carly as possible. Even if they are cligible
for the funds. they may not receive them it they apply oo late in the

enrollment period.
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How can my parents find a lender?

They should contact their state guaranty agency.

It's the best source of information on the FFEL

Program in your state. For the agency’s address

and telephone number, and for more information about

borrowing, call the Federal Student Aid Information Center's toll-free
number: 1-800-4-FED-AID (1-800-433-3243). If your state does not
have its own guaranty agency, ask your school or the Federal Student
Aid Information Center for the name and telephone number of the
guaranty agency that serves your state.

How will my parents be paid?

The lender will send the loan proceeds to your school in at least two
payments. Payments will be sent either by clectronic funds transfer or
by check made co-payable to your school and your parents. Your
parents may receive payment as often as weekly or monthly, if the

lender agrees. No one payment may exceed half of the loan amount.

How do my parents pay back the loan?

The lender will arrange a repayment schedule, providing for a mini-

mum of $600 paid annually and a maximum repayment period of 10

years (excluding periods of deferment and forbearance).




Direct and FFEL Consolidation Loans

Consolidation loans allow a borrower to combine different types of
federal student loans to simplify repayment. (A borrower with just one
loan can choose to consolidate it.) Both the Direct Luan Program and
the FFEL Program offer consolidation loans. However, Direct Con-
solidation Loans and FFEL Consolidation Loans are very different and
are discussed separately here.

Direct Consolidation Loans

What is a Direct Consolidation Loan?

A Direct Consolidation Loan is designed to help student and parent
borrowers simplify loan repayment. Even though you might have
several different federal student loans, you'll need to make only one
payment a month for all the loans you consolidate. You can even
consolidate just one loan into a Direct Consolidation Loan, to get

benefits such as flexible repayment options.

What kinds of loans can be consolidated under a Direct
Consolidation Loan?

Most federal student loans or PLUS Loans can be consolidated. All the
loans discussed in the Gride are cligible for consolidation. The Direct
Loan Servicing Center can give you a complete listing of eligible loans.
The toll-free telephone number of the Servicing Center's Consolida-
tion Department is 1-800-848-0982.

There are three types of Direct Consolidation Loans-

Direct Subsidized Consolidation Loans
Direct Unsubsidized Consolidation Loans
Direct PLUS Consolidation Loans
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What is the interest rate on a Direct

ansolidation Loan?
For Direct Subsidized and Unsubsidized Con-

NS~
solidation Loans, the interest rate is variable but M
cannot exceed 8.25 percent. From July 1, 1994
through June 30, 1995, the rate is 7.43 percent.
For Direct PLUS Consolidation Loans, the interest rate is also variable
and may not exceed 9 percent. From July 1, 1994 through June 30,
1995, the rate is 8.38 percent. Thesc interest rates are adjusted each
year on July 1.

What are the benefits of a Direct Consolidation Loan?

If you have more than one loan, a Dircct Consolidation Loan simpli-
fies the repayment process, because you make only one payment a
month. Also, the interest rate on the Direct Consolidation Loan may

be lower than what you're currently paying on one or more of your loans.

Another advantage of a Direct Consolidation Loan is that you may
gain additional deferment possibilities. An FFEL borrower who
consolidates using a Direct Consolidation Loan is eligible for all the
deferments available to Direct Loan borrowers, in addition to all the
deferments the borrower was cligible for under the FFEL Program.

If you're in default on a federal student loan, you may receive a Direct
Consolidation Loan provided you agree to repay the defaulted loan
under the Income Contingent Repayment Plan or make satisfactory
arrangements to repay vour defaulted loan for six months prior to

consolidation.

Perhaps most important, a Direet Consolidation Loan gives the
borrower expanded repavment options, because all the Direet Loan
repayment plans are available to borrowers of Direet Consolidation
Loans. (However, Direct PLUS Consolidation Loans are not cligible to

be repaid under the Income Contingent Repayment Plan,)
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How can I get a Direct Consolidation Loan?

You can get a Direct Consolidation Loan while you're still enrolled in

school. during your grace period, or once you have entered repayment.

You'll be given more information about consolidation loans during

entrance and exit counscling sessions at your school. You may also
contact the Servicing Center’s Consolidation Department at 1-800-
848-0982 for an application or more information.

FFEL Consolidation Loans

What is an FFEL Consolidation Loan?
An FFEL Consolidation Loan is designed to help student and parent

borrowers consolidate several types of federal student loans with
various repayment schedules into one loan. With an FFEL Consolida-
tion Loan, you'll make only one payment a month. FFEL Consolida-
tion Loans are available from participating lenders, such as banks,

credit unions. and savings and loan associations.

What kinds of loans can be consolidated under an FFEL

Consolidation Loan?

Most federal student loans or PLUS Loans can be consolidated. All the
loans discussed in the Guide are cligible for consolidation. A partici-

pating lender can give you a complete listing of eligible loans.

There are two types of FFEL Consolidation Loans—subsidized and
unsubsidized. 1F all of the loans you consolidate are subsidized. you'll
receive a subsidized FFEL Consolidation Loan. 1f any loan you con-
solidate is unsubsidized. vou'll receive an unsubsidized FFEL Consoli-
dation Loan.
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What’s the interest rate on an FFEL
Consolidation Loan?

The interest rate for your FFEL Consolidation

Loan will be the weighted average of the original %f\

interest rates of the loans being consolidated.

What are the benefits of an FFEL Consolidation Loan?

If you have more than one loan, an FFEL Consolidation Loan simpli-

fies the repayment process, because you make only one payment a
month. Also, the interest rate on the FFEL Consolidation Loan may be

lower than what you're currently paying on one or more of your loans.

How can I get an FFEL Consolidation Loan?

You can consolidate any loans that have entered repayment or that are
in a grace period. If any loan you want to consolidate is in default, you
must make satisfactory repayment arrangements on that loan before it
can be included in the consolidation. '
You'll be given more information about consolidation during entrance
and cxit counseling sessions at your school. You may also contact the
consolidation department of a participating lender for an application
or more information.
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C ampus-Based
Programs

The three programs discussed in this section are called campus-based
programs because they're administered directly by the financial aid
office at cach participating school. Not all schools participate in all
three programs. The Federal Supplemental Educational Opportunity
Grant (FSEOG) Program awards grants, the Federal Work-Study
(FWS) Program offers jobs, and the Federal Perkins Loan Program
offers loans. Even though cach program is different, they have these

characteristics in common:

[0 How much aid vou reccive depends on your financial need
(see page 12), on the amount of other aid you'll receive, and
on the availability of funds at your school. Unlike the Federal
Pell Grant Program, which provides funds to every cligible
student, cach school participating in any of the campus-based
programs receives a cerrain amount of funds for cach campus-
based program cach year. When that money is gone, no more

awards can be made trom that program for that year.

Each school sets its own deadlines for students to apply for
campus-based funds. The deadlines will usually be earlier than
the U.S. Department of Education’s deadline for filing a
federal scudent tinancial aid application (in this case, May 1,
1996). Ask vour school about the school’s deadlines. You may

miss out on aid from these programs if you don't apply carly!
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' Federsl Supplemental Educational

-

What is a Federal Supplemental Educational Opportunity Grane?
A Federal Supplemental Educational Opportunity Grant (FSEOG) is

for undergraduates with exceptional financial need, that is, students
with the lowest Expected Family Contributions (EFCs), and gives
priority to students who receive Federal Pell Grants. An FSEOG
doesn’t have to be paid back.

How much can I get?

You can get berween $100 and $4,000 a year, depending on when you
apply. your level of need, and the funding level of the school you're
attending. You may be cligible for more if you're enrolled in a study-
abroad program.

What's the difference between an FSEOG and a Federal Pell Grant?
The U.S. Department of Education guarantees that cach participating
school will receive enough money to pay the Federal Pell Grants of its
cligible students. There'’s no guarantee every eligible student will be
able to receive a FSEQG: students at cach school are paid based on the
availability of funds.

How will I be paid?

Your school will credit your account, pay you directly (usually by
check), or combine these methods. Schools must pay students ar least
once per term (semester, trimester, or quarter). Schools that do not use
traditional terms must pay you at least twice during the academic year,
unless the total FSEOG aid you receive is $500 or less, in which case a

single payment per academic year is allowed.
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Federal Work-Study

What is Federal Work-Study?
The Federal Work-Study (FWS) Program provides jobs for under-

graduate and graduate students with financial need, allowing them 1o
carn moncy to help pay education expenses. The program encourages

community service woik and work related to your course of study.
How much can I make?

Your FWS salary will be ar least the current federal

minimum wage, but it may be higher, depending on

the type of work vou do and the skilis required. Your

total FWS awa.d depends on when vou apply, your

level of need, and the funding level of your school.

How will I be paid?

If you're an undergraduate, you'l” be paid by the hour.

If you're a graduate student. you may be paid by the hour or you may
receive a salary. No FWS student may be paid by commission or fee.

Your school must pay you directly at least once a month.

Are Federal Work-Study jobs on campus or off campus?

Both. If vou work on campus, vou'll usually work for your school. It
you work off campus, your employer will usually be a private non-
profit organization or a public agency, and the work performed muse
be in the public interest. Some schools may have agreements with
private tor-profic cmployars tor FWS jobs, which must be relevant to
vour course of study. If vou attend a proprictary school, there may be

further restrictions on the jobs vou can be assigned.

Can I work as many hours as I want?

No. the amount you carn can't exceed your total FWS award. When
assigning work hours, your cmplover or FAA will consider your class

schedule and your academic progress.
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Federal Perkins Loans

What is a Federal Perkins Loan?

A Federal Perkins Loan is a low-interest (5 percent) loan for both
undergraduate and graduate students with exceptional tfinancial need.
Federal Perkins Loans are made through a school's financial aid office—
your school is your lender and the loan is made with government
funds. You must repay this loan.

How much can I borrow?
Depending on when you apply. your level of need. and the funding

level of the school, you can borrow up to—

O $3.000 for cach vear of undergraduate study. The roral amount

vou can borrow as an undergraduate is $15,000.

O $5.000 for cach vear of graduate or protessional study. The

total amount you can borrow as a graduate/protessional
student is $30,000. (This includes any Federal Perkins Loans

vou borrowed as an undergraduate.)

You may be able to borrow more than these amounts if you're partici-
pating in a study abroad program or attending a school that has a
default rate no higher than 15 pereenc and it chooses to participate

under the Expanded Lending Oprion. Check with vour school.

Is there a charge for this loan?

A Perkins Loan borrower is not charged an origination fee or an
insurance premium. However, if you skip a pavment, it ic’s late, or if
you make less than a tull payment, you may have to pay a late charge
plus any collection costs. Late charges will continue uneil vour pay-

ments are current.




How will I be paid?

Your school will cither pay you directly (usually by check) or credit
your account. You'll receive the loan in at least two payments during
the academic vear, unless your total Federal Perkins Loan is $500 or
less, in which case a single payment per academic year is allowed.
When do I pay back this loan?

If you're attending school ar least halt time,

you have nine months after you graduate,

leave school, or drop below half-time starus Tf/ =

before vou must begin repayment. This is

called a grace period. If you're atrending less

than half time, check with your FAA to determine

your grace period. At the end of your grace period, you must

begin repaying your loan. You may be allowed up to 10 years to repay.
How much will I have to pay each month?

Your monthly payment amount will depend on the size of your debt

and the length of your repayment period.

The chare below shows typical monthly payments and roral interest

charges for three different S-percent loans over a 10-year period.

Total Loan Number of Monthly Total Interest  Total
Amount Payments Payment Charges Repaid

$3,000 119 $31.84 $817.36 $3,817.86
1 $28.90

$5,000 119 $53.06 $1,363.40 $6,363.40
1 $49.26

$15,000 119 $159.16 $4,090.85 $19,090.85
1 $150.81
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Can I postpone repayment of my Federal Perkins Loan?

Yes. Under certain circumstances, vou can receive a deferment or
forbearance on vour loan. During a deferment, no pavments are
required, and interest that accrues will be paid by the federal govern-
ment. During forbearance, your pavments are postponed or reduced.

The government does not pay the interests you are responsible for it

and it vou don't pay the interest as it accrues, it will be capiralized. (Sce

page 27.) You cant receive a determent or forbearance if vour loan is in

detault.

You may receive a deferment under certain conditions, such as unem-
ploviment. See page 63 for the list of deferments available if your
Perkins Loan was tirst disbursed on or after July 1, 1993, 1f vou have a
loan that was tiest disbursed betore July 1, 1993, check vour promis-
sory note for the deferments that apply to that loan. During a deter-

ment, interest will not acerue and no pavments are required.

Determents are not automatic. You must apply for one through vour
school, using a deferment request torm vour school can give vou. You
must file your deferment request on time or vou'll pay a late charge.
You must continue making scheduled payments until you receive
notification that the deferment has been granted. For more detail on

deferments, contact vour financial aid ottice.

Forbearance isnt automatic cither. You may be granted forbearance in
I 2-month intervals for up o three years. You must apply for forhear-
ance inwriting, through the school that made vour loan or the agency
4 « . 4 .
the school cmplovs o service vour loan. You'll have to provide docu-
mentaton to support vour requiest for forbearance. You must continue
making scheduled payinents until you are notified that forbearance.

has been granted.
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Can my Federal Perkins Loan can be canceled?

Yes. If the borrower dies or becomes totally and
permanently disabled, the loan can be canceled. A
loan may also qualify for cancellation under certain
other conditions—as long as the borrower is not in
default. Sce pages 64 and 65 for the list of cancella-
tion conditions. For more information, contact vour

financial aid ofhice.

Although not a cancellation, if vou serve as an enlisted person in
certain specialtics of the U.S. Army, the Army Reserves, the Army
National Guard, or the Air National Guard. the ULS. Department of

Defense may, as an enlistment incentive, repay a portion of your

Federal Perkins Loan. If vou think vou qualify. contact vour recruiting,

othicer.

If vou have any questions about the terms of vour Federal Perkins
Loan, repayment obligations, determent, forbearance. or cancellation.
check with the school that made the loan. Only that school can grant
deferment. torbearance, or cancellation, or make other decisions

concerning vour loan.




Borrower
- Responsibilities,
Borrower Rights

Responsibilities

When vou take out a student foan, you have certain responsibilities.

Here are a few of them:

O When YOU SigN a Promissory note, you're agreeing to repay the
loan according to the terms of the note. The note is a binding
legal document and states that, except in cases of discharge,
(see pages 64 and 65) vou must repay the loan—even if you
don't complete your education, arent able to get a job after you
complete the program, or are dissatistied with, or don't receive,
the education vou paid for. Think about what this obligation
means before vou take our a loan. If vou don't repay vour loan
on time or according to the terms in vour promissory note,

vou may go into default, which has very serious consequences.

You must make payments on vour loan even if you don't
receive a bill or repayment notice. Billing statements (or
coupon books) are sent to vou as a convenience, but vou're
obligated 1o make payments even if you don't receive

any notice.
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(3 1f vou apply for a deferment or forbearance, you still must

continue to make payments until you are notified that the
request has been granted. 1f you don't, you may end up in
default. You should keep a copy of any request form you
submit, and vou should document all contacts with the
organization that holds your loan.

You must notify the appropriate representative (school, agency,
lender, or the Direct Loan Servicing Center) thar manages
vour loan when vou graduate, withdraw from school, or drop
below half-time status: change your name, address, or Social
Security Number: or transfer to another school. If you borrow
a Perkins Loan, vour loan will be managed by the school that
fends vou the money or by an agencey that the school assigns to
service the loan. 1f vou borrow a Direct Loan, it will be man-
aged by the Direct Loan Servicing Center. 1t you borrow an
FFEL Program Loan, it will be managed by your lender or its
servicing agent. During your loan counseling session, you'll be

given the name of the representative that manages your loan.

Regardless of the type of foan you borrow, you must receive
entrance counscling before you're given your first loan dis-
hursement. and you must receive exit counscling before you
feave school. These counseling sessions will be administered by
vour school and will provide you with important information
about vour loan. Your lender or the Direct Loan Servicing,
Center will provide you with additional intormation about

vour loan.
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Rights

You have certain rights as a borrower. Listed below
are some of them.

Before your school makes your first loan disburse-
ment, you'll receive the following information
about your loan from your school, lender, and/or
the Direct Loan Servicing Center:

the full amount of the loan,
the interest rate,
when you must start repaying the loan,

the effect borrowing will have on vour cligibility for other
types of financial aid,

a complete list of any charges you must pay (loan fees) and
information on how those charges are collected,

the yearly and total amounts vou can borrow,

the maximum repayment periods and the minimum repay-
ment amount,

an explanation of default and its consequences,
p q

an explanation of available options for consolidating

or refinancing your loan, and

O
O
O
O
O
O
O
O
O
O

a statement that you can prepay your loan at any time
without penalty.

Betore you leave school, you'll receive the following information about

vour loan from your school, lender, and/or the Direct Loan Servicing Center:

[ the amount of your total debr (principal and estimated interest),
what your interest rate is, and the total interest charges

65

on vour loan,
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[J a loan repayment schedule that lets you know when your first
payment is due, the number and frequency of payments, and
the amount of each payment,

[J if you have FFEL Program Loans, the name of the lender or
agency that holds your loan, where to send your payments,

and where to write or call if you have questions,

if you have Direct Loans, the address and telephone number of

vour Direct Loan Servicing Center,

the fees you should expect during the repayment period, such
as late charges and collection or litigation costs if you're delin-
quent or in default,

an explanation of available options for consolidating or reti-
nancing your loan, and

[ a statement that you can prepay your loan without penaley at
any tume.

If vou borrow a Federal Perkins Loan, the previous information will be
provided to you by your school. If you borrow a Direct Loan or an
FFEL Program Loan, this information will be provided to you by the

Direct Loan Servicing Center or your lender, as appropriate.

If you have Direct or FFEL Stattord loans, your school will also
provide you with the following information during your exit counsel-

ing session:

[ a current description of your loans, including an estimate of
the average total debt and the average monthly payments of

students from vour school,

O a description of applicable deferment, forbearance, and dis-

charge provisions,
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O advice abour debr management chae will help you in making
vour payments, and

L] norification chat vou must provide your expected permanent

address, the name and address of yvour expected employer, the
address of your next-of-kin, and any corrections to your
school’s records concerning your name, Social Security Num-

ber, references, and driver’s license number (if you have one).

You have the right to a grace period before your repayment period
begins. (Your parents do not receive a grace period for a PLUS Loan.)
Your grace period begins when you leave school or drop below half-
time status. The exact lengeh of vour grace period is shown on your

promissory note,

During exit counscling, your school must give you a loan repayment
schedule that states when vour firse payment is due, the number and

frequency of payments, and the amount of cach payment.

You must be given a summary of deferment and discharge (cancella-
tion) provisions, including the conditions under which the U.S.

Diepartment of Defense may repay vour loan.

It vou or your parents borrow an FEEL Program Loan, you must be
notified when vour loan is sold if the sale results in your making,
payments to a new lender or agency. Both the old and new lender or
ageney must notify you of the sale: the identity of the new lender or
ageney holding vour loan: the address to which you must make
payments; and the eelephone numbers of both the old and new lender

or agency. (This doesn't apply to Perkins or Direct Loan borrowers.)




Loan Deferment Summary

Direct Loans' FFEL Program Loans'?
(Subsidized, Unsubsidized, (Stafford, PLUS, Perkins®
PLUS and Consolidation) and Consolidation)

Deferment Condition

At least half-time study at a
postsecondary school YES YES YES

Study in an approved graduate or postgraduate
tellowship supported program or in an approved YES YES YES
rchabilitation training program for the disabled

Unable to find full-time employment

Up to 3 years

Up to 3 Years

Up to 3 Years

Economic Hardship

Up to 3 Years

Up to 3 Years

Up to 3 Years

Engaged in service listed under discharge/

cancellation conditions (see pages 64 and 65)

NO

NO

YES

“For PEUS Foans and unsubsidized student foans, only prindpal is deferied. Tnterest continues o accue.

Apphes o loans fiest dishursed on or after July 1,1993 10 borrowers who have no outstanding, FEEL Program Loan. Federal SIS Toan, o consolidation
foan on the date they signed their promissory note. (Note thai the SES Progran has been repealed. beginning with the 199495 award year.,
“Applics o loans first dishbursed on or after July 1, 1993,

NOTE: You must formally request a deferment, through the procedures established by the holder of your loan, and you must continue
making payments until you're notified that the deferment has been granted.
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Full-time employee of a public or nonprofic

child or family service agency providing services to

hild or fam ey proy NO NO Up to 100%"

high-risk children and their families '

from low-income communitics,

Full-time nurse or medical technician NO NO* Up to 100%™

or loans made on or after November 29,

1990-—service as a full-time law NO NO Up 1o 10090

enforcement or corrections officer

|'u||—tnTw service as a staft member in a NO NO) Up to 100

Head Start Program

Service as a Vista or Peace Corps Volunteer N NQO Up o 70
Uip to 50% in arcas

Service in the Armed Forees NQO NQ ot hostilities or

eminent danger’

Bankruptoy

In some cases

I some cases”

In some cases

Closed School (betore student could complete
program of studv) or False Loan Certification

1000

1009"

NQO

nchdes death b not disaluliey ot the stadent tor whom die paoents borowed

atrar Tuly 23100,

Senvie qualifies tor detenmant alse,

No funding avolable tor dus benetieat dus ame, Docs notapply o PUES Foans,

Fhis beneticapphios to Fedend Perhans koane made onoratier Jub

MR RU AN

this addivional provivon apphes to s such sadent who dics on o

Sevarrvears nust Tuve passed between the daee the Toan became dueand the dae the borower files ton hanhiuptoy ot connting defcnment ponoda, it

soverveais have not passed. cancellation i possible oaly it dhe bankiuptey comtales duat iepavinent wonld cinse undue hadship,

tor loans wecived onoor alter Januay 1, 19806,

7(]
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| mportant Terms

Academic Year: A period of at least 30 weeks of instructional time
during which a full-time student is expected o complete at least 24
semester or trimester hours, or at least 360 quarter hours, at an institu-
tion that measures program length in credit hours: or at least 900 clock

hours at an institution that measures program length in clock hours.

Campus-Based Programs: ‘I'he Federal Supplemental Educational
Opportunity Grant (FSEOQG) Program, the Federal Work-Study
(FWS) Program, and the Federal Perkins Loan Program. These pro-

grams arc administered by a school's financial aid administrator.

Citizen/Eligible Noncitizen: You must be one ot the tollowing to
receive federal student aid:
> L)S. citizen
> U.S. national (includes natives of American Samoa or
Swain’s Island)
> U.S, permanent resident who has an [-151, 1-551,
or 1-551C (Alien Registration Receipt Card)

If vou're not in one of these categories, you must have an Arrival-
Departure Record (1-94) trom the U.S. Immigration and Naturalization
Service (INS) showing one of the following designations:

“Retugee”

“Asvium Granted”
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“Indefinite Parole” and/or “Humanitarian Parolce”
“Cuban-Haitian Entrant, Status Pending”
“Conditional Entrant” (valid only if issued before
April 1, 1980)

Other eligible noncitizen with a Temporary Resident
Card (1-688)

Or you can be eligible based on the Family Unity Status category with
an approved 1-797 (Voluntary Departure and Immigrant Petition).

If you have only a Notice of Approval to Apply for Permanent Resi-
dence (1-171 or 1-464), you aren't eligible for federal student aid.

If you're in the U.S. on an F1 or F2 student visa only, or on a J1 or J2
exchange visitor visa only, you can't get federal student aid. Also,
persons with G series visas (pertaining to international organizations)
are not cligible for federal student aid.

% NOTE: Only citizens and noncitizen nationals can receive federal
aid for study at a foreign institution, and only Direct or
FFEL Pragram Loans are available for that purpose.

Permanent residents of the Republic of Palau may be cligible for all the
student aid programs mentioned in this bookler. Citizens of the
Federated States of Micronesia and the Republic of the Marshall
Islands are eligible for Federal Pell Grants, Federal Supplemental
Educational Opportunity Grants (FSEOG), or Federal Work-Study
(FWS) only. These applicants should check with their financial aid
administrators for more information.

Consolidation Loan/Direct Consolidation Loan: There are two
categorics of consolidation loans—FFEL Consolidation Loans and
Direct Consolidation Loans. Both allow the borrower to combine
different types and amounts of federal student loans to simplify

repayment. A consolidation loan pays off the existing loans: the
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borrower then repays the consolidation loan. You'll have from 10 to 30
vears to repay a consolidation loan. Student borrowers may use any of
the four repayment plans available under the Direct Loan Program to
repay their Direct Consolidation Loans (see page 35). (Parent borrow-
ers are not allowed to use the Income Contingent Repayment Plan to
repay a Direct PLUS Consolidation Loan.) All the student loans
described in this booklet are eligible for consolidation. Consolidation
doces not allow you to borrow in excess of existing loan limits. (Sce

page 47 tor more information on Consolidation Loans.)

Cost of Attendance (COA): The total amount it will cost a student to
go to school—usually expressed as a vearly figure. It is determined
using a formula established by the U.S. Congress. The COA covers
tuition and fees: on-campus room and board (or a housing and food
allowance tor off-campus students): and allowances for books, sup-
plies. transportation, loan fees (if applicable), dependent care, costs
related to a disability, and miscellaneous expenses. Also included are
reasonable costs for cligible study abroad programs. An allowance
(determined by the school) is included for reasonable costs connected
with a student’s employment as part of a cooperative education pro-
gram. For students attending less than half time, the COA includes
only tuition and fees and an allowance for books, supplics, transporta-
tion, and dependent-care expenses. Talk to the FAA at the school
voure planning to ateend it you have any unusual expenses thar might

attect vour cost of attendance.

Defaule: Failure to repay a loan according to the terms agreed to when
vou signed a promissory note. Defaule also may resule from failure to
submit requests for determent or cancellation on time. If you default,
your school, the lender or agency that holds your loan, the state, and
the federal government can all take action to recover the money,

including notitying national credit burcaus of your defaule. This may
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affect your credit rating for a long time. For example. you may find it
very difficult to borrow from a bank to buy a car or a house.

In addition, the lender or agency holding your loan may ask your
employer to deduct payments from your check. Also, you may be
liable for expenses incurred in collecting the loan. If you decide to
return to school, you're not entitled to receive any more federal student
aid or any of the deferments listed on page 63. The U.S. Department
of Education may ask the U.S. Internal Revenue Service to withhold
your income tax refund, and the amount of your refund will be
applied toward the amount you owe.

Eligible Program: A course of study that requires certain minimum
hours of instruction and that leads to a degree or certificate at a school
participating in one or more of the student financial aid programs
described in this booklet. To get federal financial aid, you must be

enrolled in an cligible program, with two exceptions:

If a school has told you that you must take certain coursework to
qualify for admission into one of its eligible programs, you can get a
Direct Loan or an FFEL Program Loan (or your parents can get 2
PLUS Loan) for up to 12 consecutive months while you're completing
that coursework. You must be enrolled at least half time, and you must

meet the usual student aid eligibility requirements.

If you're enrolled at least half time in a program to obtain a profes-
sional credential or certification required by a state for employment as
an elementary or secondary school teacher, you can get a Federal
Perkins Loan, Federal Work-Study, an FFEL. Stafford Loan, a Direct

Loan (or your parents can get a PLUS Loan) while you're enrolled in
that program. '

Expected Family Contribution (EFC): An amount, determined by a
formula Congress established, that indicates how much of your

4
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family’s financial resources should be available to help pay for school.

Factors such as raxable and nontaxable income, assets (such as savings

and checking accounts), and benefits (for example, unemployment or
Social Security) are all considered in this calculation. The EFC is used
in determining your eligibility for aid from the programs discussed in

the Guide (except tor unsubsidized student loans and PLUS Loans). If
you think you have any unusual expenses that might affect your EFC,
make sure you notify vour FAA.

Financial Aid Package: The total amount of financial aid a student
receives. Federal and nonfederal aid, such as grants, loans, or work-
study, are combined in a package to help meet the student’s need.
Using available resources to give cach student the best possible package
of aid is one of the major responsibilities of a school’s FAA.

General Education Development Certificate (GED): A certificate
students receive if they've passed a specitic, approved high school
equivalency test. Students who don't have a high school diploma but
who have a GEID may still qualify for federal student aid. A school
that admits students without a high school diploma must make a
GED program in the vicinity of the school available to these students
and must inform them about the program.

Guaranty Agency: The organization that administers the FFEL
Program tor your state. The federal government sets loan limits and
interest rates, but cach state is free to set its own additional limitations,
within federal guidelines. This agency is the best source of information
on FFEL Program Loans in vour state. To find out the name, address,
and telephone number of the agency serving your state, as well as
information about borrowing, call the Federal Student Aid Informa-
tion Center at 1-800-4-FED-AID (1-800-433-3243).
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Half Time: At schools measuring progress by credit hours and aca-
demic terms (semesters, trimesters, or quarters), half-time enrollment
is at least 6 semester hours or quarter hours per term. At schools
measuring progress by credit hours but not using academic terms, half-
time enrollment is at least 12 semester hours or 18 quarter hours per
vear. At schools measuring progress by clock hours, half-time enroll-
ment is at least 12 hours per week. Note that schools may choose to
set higher minimums than these.

You must be attending school at least half time to be eligible to receive
Dircct or FFEL Program loans. Half-time enrollment is not a require-
ment to receive aid from the Federal Pell Grant, Federal Supplemental
Educational Opportunity Grant (FSEOG), Federal Work-Study
(FWS), and Federal Perkins Loan programs.

Promissory Note: The binding legal document you sign when you get
a student loan. It lists the conditions under which you're borrowing
and the terms under which you agree to pay back the loan. It will
include information about your interest rate and about deferment and

cancellation provisions. It's very important to read and save this

document because you'll need to refer to it later when you begin

repaving your loan.

Regular Student: One who is enrolled in an institution to obtain a
degree or certificate. Generally, to receive aid from the programs
discussed in this booklet, vou must be a regular student. (For some
programs, there are exceptions to this requirement. See the definition

of eligible program.)
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Satisfactory Academic Progress: 1o be cligible w 1eceive federal
student aid, you must be maintaining satisfactory academic progress
toward a degree or certificate. You must meet your school’s written
standard of satisfactory progress. Check with your school to find out
its standard.

If vou reccived federal student aid for the first time on or after July 1,
1987, and vou're enrolled in a program that's longer than two years,
the following detinition of satistactory progress also applies to vou:
You must have a “C™ average by the end of your second academic year
of study or have an academic standing consistent with your insti-
tutions graduation requirements. You must continue to maintain

satisfactory academic progress for the rest of your course of study.

Selective Service Registration: [f required by law, you must register, or
arrange to register, with the Selective Service to receive federal student
aid. A statement appears on the 1995-96 Student Aid Report (SAR)
that allows you to state cither that you have registered with the Selec-
tive Service or to explain why you're not required to register.

The requirement to register applies to males who were born on or atter
January 1, 1960, are at least 18, are citizens or eligible noncitizens, and
are not currently on active duty in the armed forces. (Citizens of the
Federated States of Micronesia, the Marshall Islands, or Palau are

oxem pl’ fr()m I'CgiSl'Cl'il'lg.)

Statement of Educational Purpose/Certification Statement on
Refunds and Default: You must sign this statement to receive federal
studene aid. By signing it, you're stating that you do not owe a refund
on a federal grant, that you're not in default on a tederal loan, and that
the amount you've borrowed under those loan programs doesn't exceed
the allowable limits. You're also agrecing to use your student aid only
tor education-related expenses. Pare 1 of the 1995-96 Student Aid
Report (SAR) contains such a statenient. You must sign cither that one

or a similar one prepared by your school.
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Statement of Updated Information: If you receive a Federal Pell Grant
or your application is selected for verification, you must sign a state-

ment certifying that certain information used to determine your
eligibility for federal student aid is correct at the time you either
submit your SAR to your school or certify your student aid application
information at your school. If that information changes after you
apply, you must update it so that it’s correct on the date you sign your
SAR or certify your application information. Otherwise, you won't be
able to receive federal student aid. The Statement of Updated Informa-

tion on the back of Part 1 of your SAR gives the information that
must be updated.




The Student Guide is FREE.

It you paid for a copy of this publication, please write
to the following address and give us the name and
address of the organization that charged you.

Federal Student Aid Information Center
P.O. Box 84
Washington, DC 20044-0084
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