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This docurrent is not a replacerrent to the Higher Education Act, as 
arrended; the regulations; or the Office of Education program manuals 
and p:::>licy staterrents. The requirements established herein are the 
resp:::>nsibili ty of the Dep~nt of Health 1 Education, and Welfare. 
Any clarifications 17equired should be discussed wi til t.he appropriate 
HEW Regional Audit Director. 
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• 
GUIDE FOR AUDITS 

OF 
NATIONAL DIRECI' STODENl' LOAN PR.CX:;RAM 

COLLEGE WJRK-STODY PRCXi'MM 
SUPPLEMENTAL EDUCATIONAL OPPORI'UNITY GRANTS PRCX;RAM 

CHAPTER 1: INTRODUcrIOO 
~-----------------------

1.1 PUFlOOSE OF AUDIT GUIDE 

The guide is designed to familiarize independent accuuntants, internal 
auditors and State auditors with the significant provisions of ths ND3L, 
CWS and SEOG Programs. This audit guide should be used to supplarent 
the audit procedures necessary to perform an examination in accordance 
with the financial and canpliance elerrents of the Standards for Audit of 
Governrrental Organizations, Programs, Activities & Ftmctions ISSued by 
the Comptroller General of the United states in June 1972 (1974 reprint). 
Audit gui.dance is intended to provide general insight into the nature 
and scope of the audit contemplated. This guide is not interrled to be a 
complete manual of procedures, nor is it intended to supplant the auditor's 
judgrrent of audit \IDrk required. Audit procedures contained herein nay 
not cover all circumstances or conditions encountered in the audit of a 
particular institution. . The auditor must use professional judgrrent to 
tailor the procedures to rreet conditions at the audit site so that the 
audit objectives may be achieved. Any necessary clarifications concerning 
the objectives set forth herein should be discussed with the appropriate 
HEW Regional Audit Director. 

Duri1'l~g the developm:mt of this guide, the HEW Audit Agency conferred 
with representatives of the American Institute of Certified Public 
Accountants (AICPA). The areas for audit coverage established in Chapter 3 
are the responsibility, however, of the Departrrent of Health, Education, 
and Welfare (HEW). HEW recognizes that there nay be speciflc instances 
where omission of a specific section of the audit guide, e.g., program 
fu.'1ding, may be necessary. Prior to canpleting the field audit, the 
independent auditor should discuss with the HEW Regional Audit Director 
the specific reasons for the omission. 'l"he auditor's \IDrking papers and 
the report should contain explanations of such anissions and dOCUIlEIlt 
the Regional Audit Director's approval. 

The nature of work required under this guide primarily relates to financial 
and corrpliance elerrents of an audit. As defined in CMB Circular A-73, 
the term "audit" as used in this guide rreans a systematic review or 
appraisal to determine and report on whether: 

o Financial operations are properly conducted; 

o Financial reports are presented fairly; and 

o Applicable laws and regulations have been cauplied with. 
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This audit guide supersedes the audit guide dated May 1976 and shall be 
the prescribed guide for NDSL, CWS, and SEOO audits beginning with 
program y;ear ended June 30, 1978. 

1. 2 PRCX;RAL'1 R2\.CKGROUND 

The background section includes :i,nfonna.tion on all six of the Student 
Aid Programs administered by the Office of Education, even though this 
guide covers only three of the programs. The policies and procedures 
followed by OE in administering the six programs are in"berrelated. Sane 
of the audit procedures overlap inco the BEOG and GSL pn:XJram areas. The 
six major student financial aid programs are authorized 'under Title IV 
of the Higher Education Act of 1965, as amended - the Basic Educational 
Opportunity Grant, Supplemental Educational Opportunity Grants, College 
W::>rk-Study, National Direct Student Loan, State St.udent Incentive Grant, 
and Guaranteed Student Loan Programs. During academic year 1977-78 
these programs are providing assistance to an estimated 2. 8 million 
unduplicated students at more than 8,000 participating institutions of 
postsecondary education, and the total compensation being provided to 
students, including State or institutional matching shares and NDSL 
collections is about $4.2 billion. 

• 

The criteria for the eligibility of institutions to participate in the 
Basic Educational Opportunity Grant Program, the National Direct Student 
Loan Program, the College Work-Study Program, the Supp] emental Educational 
Opportunity Grants Program or the Guaranteed Student Loan Program are 
defined by law. Each school must apply to the u.S. Office of Education's e 
Division of Eligibility and Agency Evaluation (DEAE) for a determination 
of institutional eligibility. It is important to note that accreditation 
or approval for any other Federally sponsored programs (such as Veterans' 
Educa'tional Benefits) does not necessarily m=an that a school is eligible 
for any of i:.."le above programs. 

The general reguirerrents for institutional eligibility are the same for 
all Office of Education student financial aid progrruns. The institution 
must be legally authorized within a state or jurisdiction to provide a 
program beyond secondary school. For purposes of participation in the 
Basic Grant and canpus-based programs, the eligible jurisdictions are 
the 50 states, the District of Columbia, Guam, Puerto Rico, the u.S. 
Virgin Islands, American Sanna, and the Trust Territory of the Pacific 
Islarrls. It must either be accrerlited, by a recognized accrediting 
organization, be deternDU~ by tbe Commissioner of Education to be 
attempting to m=et accreditation standards, or be able to provide letters 
fran three accredited institutions stating that the applicant institution IS 

~redits will be accepted at the accrerlited institutions. Proprietary 
'"TIools must admit as regular students only those with a high school 

diplana or the recognized equivalent, of such a certificate, and public 
and other non-profit schools must admit only s'cudents beyond the compulsory 
age of school attendance who can benefit fran a postseconda:r:y program. . 
There are also requirements for rninitmml program length which depend upon 
the type of institution. 
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The DEAE determines institutional eligibility for each of the Froeral 
fmancial aid programs basro on an application in which the mstitution 
outlines all its courses of study. The division notifies each institution 
of those financial aid programs in which they may participate. It is 
possible that same institutions will be found eligible for only same of 
the financial aid programs, or that only certain courses of study at the 
ins'titution will be found eligible. 

Authorizing legislation and purpose of the NDSL, QlVS and SECG Programs 
follows: 

The National Direct Student Loan Program is a continuation of the 
National Defense Student loan Program authorized by Title II of the 
National Defense Education Act of 1958. Statutory authority is found in 
Title TV, Part E of the Higher Educatio:r;t Act of 1965, as amended by 
Section 137 (b) of Public Law 92-318', 86 Stat. 273 (20 U.S.C. 1087aa-
87ff), and Title II of the National Defense Education Act of 1958 (20 
U.S.C. 421-29). Further arrendrrents have been made by the E4ucation 
Amendments of 1976, Public Law 94-482. 

The purpose of the National Direct Student Loan (NDSL) Program is to assist 
in the establishrrent and maintenance of low interest long-term, deferred 
loan programs at institutions of postsecondary education to provide 
loans to students demonstrating need for financial assistance in order 
to pursue their courses of study at such institutions. 

The College Work-Study Program was originally authorized by the Econcmic 
Opportunity Act of 1964. The Higher Education Amend.rrents of 1968 (P.L. 
90-575) transferred the statutory authority for the program to the 
Higher Education Act of 1965 (P.L. 89-329),' as amended. QlVS is currently 
authorized under Part C of Title TV of the Higher Education Act of 1965 
as amended by the Education Amendments of 1968, 1972 and 1976. 

The primary purpose of the College Work-Study Program (CWS) is to stirrollate 
and prarote the pa...-t-tiIre employrrent of students. The program is designed 
for those students who have great financial nero and who are in nero of 
the earnings to pursue a course of study at an institution of postsecond.al:y 
education. CWS is often t:i.mes awarded to students with other fonns of 
financial assistance. This enables students with the greatest need to 
rreet their educational expenses without the necessity of incurring an 
unduly heavy burden of indebtedness. The program is also intended to 
broaden the range of worthwhile job opportunities for qualified students. 

The Supplerrentn.l Educational Opportunity Grant Program is authorized 
under Subpart Ii, Part A of Title TV of the Higher Education Act of 
1965, as amended by ti2e Education Amendrrents of 1~68, 1972 and 1976. 

The Supplerrental Educational Opportunity Grants Program (SECG) was established 
to assist in making the benefits of postsecondary education available 
to qualified students who, for the lack of financial means of their oon 
or of their families, v;ould be unable to obtain such benefits without 
the grant. 
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An institution of higher education wishing to establish any of the three 
programs must sul::mit an application to participate in them. A canbined • 
application (OE Fonn 1036) entitled "Institutional Application (s) to 
Participate in NDSL, CW"'S, SEa; Programs", provides the neans by which 
each institution requests Federal funds. The fonn is resul:rnitted annually 
by institutions already participating in the programs. 

Upon approval of the application and before Federal funds are provided, 
an agreerrent must bt:: executed between the Camnissioner of Education and 
an authorized official of the institution. Institutions already participating 
annually sign an extension of the agreement. The institutional agrearent 
is a legally binding document with provisions for establishing, operating, 
and maintaining the programs at the institution. 

After the institutional agreerrent is executed, funds are made available 
on the basis of substantiated need through the Depa.rtm:mtal Federal 
Assistance Financing System (DFAFS). Periodic fiscal reports are 
required for the administration of the programs and naking paynents 
thereu.rrler . 

1.3 S'I'ANIWIDS FOR AUDIT 

Audits of the NDSL, CWS and sm; Programs \'lull be perforrred in accordance 
with the financial and canpliance elerre:nts of the Standards for Audit of 
C':lOvernmantal Organizations, Programs, Acti vi ties' & Functions (hereinafter 
referred to as "stan::lards for gOVernrrEI1tal auditing") and supplerrents thereto 
issued by the Canptroller General of the United States. These audit standards aree 
mandated by OMS Circular A-73 for audits (';f. Federal operations and programs. 

ti!here the auditor must extend auditing procedures beyond those required 
for the financial aid program catpliance review, professional judgnent 
should be usal in deta."'1nining the type and (mount of evidence to be 
obtained. 

1.4 GENERAL AUDIT OBJF.X:TIVES 

The objectives of the audit are to detennine whether: 

o 

o 

The institution has established procedures for 
coordinating assistance provided unde..r all Federal 
student aid programs in which it part:icipates. 

The institution has .irnplem:mted and utilized 
financia.l :mel other administrative prcx::edures 
and internal controls to effectively discharge 
rnanagenent responsibilities and to protect the 
Federal interest. . 

o The institution has established and has followed 
policies and procedures to ensure that the funds 
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o 

o 

provided are being used only for the purposes set 
forth in the institution's agreerrent with the 
Commissioner of Education and that the policies and 
procedures confonn with applicable HEW directives. 

The financial information submitted to the Office of 
Education on the Annual Fiscal-0perations Reports 
OE Form 1152-2 (NDSL), OE Form 1152-3 (SEOG), and OE 
Form 1152-4 (CWS), is presented fairly and submitted on a 
tirrely~~sis. 

The Balance Sheets and related StateIrents of Changes 
in::Fund Balances present fairly the financial position 
and changes in fund ba.lances, in accordance with generally 
accepted accounting principles, and/or terms of agreement, 
applie<;1 ,on a ba.sis consistent with that of the preceding 
year. Also, whether the supplerrentary staterrents are fairly 
stated·in all material respects in relation to the ba.sic 
financi,al statements taken as a whole. 

The institution has established a control and self 
evaluation system intended to rronitor and evaluate the 
programs to determine if their objectives are rret. 

1.5 MA'ITERS REQUIRING IMMEDIATE AGrION 

Although the de:t;:ection of material irregularities a.nd program abuse is 
not the pr~ function of an audit, the auditors must be constantly 
alert for s.ihl~tions or transactions that may indicate the existence of 
such problems. If the auditors examination causes him to believe that 
material e1i~ors or irregularities exist, the auditor should consider 
their impli~ations·and bring the matter to the attention of the appropriate 
HEW RegiorEl Auq.it Director (see Appendix A). If the appearance of 
material irregularities or program abuse exists, the auditor should do 
no further ~rk involving this matter unless instructed by the HEW 
Regional Audit Director to resume ~rk. Care IlU.lst be taken to avoid any 
actions which could cc:mpranise the protection of an individual's rights 
and the integrity of any official inquiries. For supplemental guidance, 
see the AICPA Staterrent on Auditing Standards No. 16 and No. 17, dated 
January 1977--titled The Independent Auditor's ReSponsibility for the 
Detection of Errors or Irregularities and Illegal Acts ?y Clients, 
respectively. 

1.6 QUALITY ASSESSMENT PRCGRAM FOR AUDIT REPORTS 

The HEW Audit Agency has implemented procedures for evaluating audits on 
governmental enga.gements. As a part of the Audit Agency's evaluation of 
completed reports on such engagerrents, ~"le supporting audit ~rking 
papers shall b9 made available upon request by the cognizant HEW Regional 
Audit Director (see Appendix A). Audit ':':orking papers will be reviewed 
at a location IlU.ltually agreeable with the independent audit firm, internal 
or state auditors and will be returned upon cc:mpleticn of the evaluation. 
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The program regulations containing the audit requirerrents indicate that 
the audit is to be perfOl:l!Ed by the institution or at the institution's 
direction. This has been intel:preted to mean that the internal audit • 
staff of the ins1':itution lmay perform the audits as long as the staff 
meets the independence and qualification standards contained in the 
publi~ation "Standards for Audi t.s of Governmental Organizations, Programs, 
Acthrities and Functions"" On selected audit reports issued by internal 
audit;' staff's, the audit agency in addition to reviewing the audit 
working papers will review the orgm1izational structure of the internal 
audit office and the credentials of the staff to determine if the Internal 
Auditors are sufficiently independent and quali.fied to perfonn the 
audits. 

WheIj.ever evaluations of the al"ldit report and/or WJrking pci.pers q:i-sclose 
inaQeguacies, the audit finn will be contacted for corrective aotion. 
Wherj: najor inadequacies are not corrected arrl the HEW Regional Audit 
Direptor determines that the audit -report and WJrking paper~ are substandard, 
all pocurrentation will be forwarded to tlle HEW Audit Agency Headquarters 
for further evaluation and -action, as appropriate. In tho~~ instances 
wher~ the audit was perfonred by a CPA, and the issue canngt be resolved 
by ijl=adquarters, the matter nay be submitted to the AI('''PA for copsideration 
by t,re Professional Ethics and State Legislation Division~ 

.Audit ~rking papers for NDSL, CWS and SEOG Programs must be retained 
for ~ive years after su1:mission of the audit report. If the auditor has 
beet) advised that any litigation, claim, negotiation, audit or other 
action involving the program records has been st::uted before t..l-:te expiration 
of the five-Year period, the audit working papers shall be r~tained 
unt:j..l completion of the action and resolution of all issues whioh arise 
from such action, or until the end of the five-year period, whichever is 
later. 

CHAPTER 2: PRELIMINARY PROCEDURES 

2.1 AUDIT EN~GEMENT 

A letter of engagement between the institution and the in.,dependent 
public accountant shall be prepared. (See Appendix C for su,ggest¢ 
fonnat.) Unless specific audit lbnitations are contained 41.' the :t.etter 
of engagerrent, the scope of audit and the final report must meet the 
requirerrents of this audit guide. Omissions of specific sections. of 
this guide must be cleared with the cognizant HEW Region,aL IWclit :pirector. 
(Also see paragraph 2 of Section 1.1 of this guide.) 

If an independent accountant or auditor accepts an engag~t incorporating 
this audit guide and the requirements provided herein ru;e not f9llCMed., 
this fact and the reasons therefore must be disclosed in the audit 
report. 
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Even though the contractual relationship is between the institution and 
the independent public accountant, we believe that since the Federal 
(';Qverrurent provides the funds for the NDSL, CWS and SEOG Programs, the 
client-accountant relationship includes the Department of Health, Education, 
and Welfare. Therefore, any audit informa.tion relative ·to Federally 
funded Student Aid Program I s activities reported to the institution in 
the fonn of a "Management Letter" Imlst also be reported to HEW in the 
audit report. 

2.2 PREPARATION FOR AUDIT 

Authority for audit of the NDSL, CWS and SEOG Programs is contained in 
Section 497A(~) (1) of the Higher Education Act, as arrended by Public Law 
94-482, Part D, Section 133, which states ill. part: 

" .. Notwi thstaming any other provisions of this 
title . . . the Commissioner of Education is authorized 
to prescribe such regulations as rray be necessary to 
provide for ... a fiscal audit of an institution with 
regard to any funds obtained by it under this title ... " 

The Commissioner of Education prescribes the following as it relates to 
non-Federal audits: 

"All of an institution I s transactions involving its 
[CWS/NDSL/SEOG] funds shall be audited by t.he institution 
or at the institution I s direction to detennine, at a 
minimum, the fiscal integrity of financial transactions and 
reports and whether such transactions are in compliance with 
applicable laws and regulations. Such audits shall be 
perforrred. in accordance with the Departrrent of Health, 
Education, and Welfare "Audit Guide" for student financial 
aid programs, and shall be scheduled with reasonable frequency, 
usually annually, but not less frequently than once every two 
years, considering the size am ccrnp1exity of the activity of the 
program. " 

Although it is desirable that all programs be revie..ved at the same 
tirre and one audit report issued, it is not required that all progrBlllS 
be reviewed concurrently. 

Specific references may be found in Section 175.2S(d) of the College 
Work-Study Program regulations; Section 144.1S (d) of the National 
Direct Student Loan Program regulations; and Section 176.23 (d) of the 
Supplerrenta1 Educational Opportunity Grants Program regulations. The 
regulations also s~te: 

"The Audit Agency and the Commissioner shall also be 
given access to records and other documents as rray be 
necessary to review the- results of such audits." 

To audit the NDSL, CWS, and SEOG Programs, the auditor Iml$t becc;:rre 
~ familiar with the conditions and requirerrents related to the Tenns of 
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Agreenent Covering Institutional Participation in Programs of Student 
Financial Aid (sample - Appendix C) executed betweal'l the Carmissioner of 
Education and an authorized official of the institution. The auditor _ 
should: ., 

o Obtain from the institution and review pertinent 
docurrents. Generally, these will include: 

--Notice of eligibility to participate in programs 
issued by u.S. Office of F.ducation's Division of 
Eligibility and Agency Evaluation; 

--The institution's application to participate in the 
programs (DE Fonn 1036); 

--An executed copy of the Tenns of Agreement; 

-~An executed copy of Notification of Grant Award 
Letters, plus any arrendments, (Sarrq;>le - Appendix) 
which establishes the approved level of funding for 
the period under audit; 

--Copies of the Office of Education Program Reports 
OE Fonn 1152-2, OE Fonn 1152-3, and OE Fonn 1152-4 (current 
and prior year) and the instructions thereto; 

--Copies of the program handbook and any other current OE 
instructions or program regulations not attached 
herewith. 

o Review correspondence contained in the institution's program 
file for indications of problem areas.· 

2.3 INITIAL FIEID AUDIT PRCX:EJURES 

In initiating site audit ~rk, the auditor should: 

o 

Obtain background data on the nature of the 
institution's overall operations and key staff. 
Doct.ments such as the institution's charter, by-la\'lS, 
staff, and organizational structure may prove helpful; 

Develop an understanding of the institution's 
accounting, personnel, and self-evaluation systems 
as they relate to the student financial aid 
programs. The auditor should obtain am review the 
institution's policies and procedures governing 
these systans. These systems should be surveyed to 
identify any significant weaknesses; 
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o Obtain a copy of the most recent annual audit report 
issue:1 on the institution. Review for indications of 
problems which relate to student financial aid programs; 
and 

o c:btain copies of the most recent audit report and program 
review reports on the Gtudent financial aid programs issue:1 
by HEW Audit Agency, Office of Education, other Fe:1era1 or 
state agencies, or other independent auditors. Proce:1u.res under 
this guide (see Section 3.21) require a follow-up of the most 
recent audit findings to detennine whether the institution 
took corrective action. This should include any additional 
findings reccmnendations presente:1 in the HEW Audit Agency 
transmittal letter of the report. Also, any correspondence 
issue:1 by BSFA in its audit resolution efforts. 

2.4 REFERENCE MATERIALS 

The publications listed below should be used for verification m1d 
reference purposes in aUditing the NDSL, CWS and SECX:; Programs. Sources 
for these materials are identified below. The auditors should llse the 
rnost current reference material applicable for the :period(s) under 
audit. 

o 

o 

o 

o 

45 CFR 144 - National Direct Student Loan Program 
Volume 41, No. 228 -- Wednesday, November 24, 1976. 
(See APPThlDIX F of this guide) . 

45 CFR 176 - Supplemental Educational Opportunity Grants PrCXJl.'am 
Interim regulations; published in Fe:1era1 Register, Vo1um3 41, 
No. 228--Wednesd.ay, November 24, 1976. (See dppendix G of 'this 
guide. ) 

45 CFR 175 - College Work Study Program; Issuance of Guidelines; 
published in Federal Register, Vo1une No. 41, No. 171; Wednesday, 
September 1, 1976. (See A~Jldix H of this guide.) 

1977-78 Student Financial Aid Handb:::>ok ~. BECX:;, SECX:;, NDSL, CWS, 
and GSL Programs. (SQurce: Office of Education, Bureau of 
Student Financial Assistance, P.O. Box 84, Washington, D.C., 
20044) 

o Student Loan Collection Procedures National Association of 
College and University Business Officers (Source: NACUBO, 
One Dupont Circle, Suite 510, Washington, D.C. 20036; 
Price $10.00 if not an NDSL participant. NDSL participan"t 
no charge) • 
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o Brochure on Audit Standards: Standards for 
Audit of Governrrent Orga.nizations, Programs, 
Activities & Functions by the Comptroller General of 
the United States, 1972 (1974 reprint) and GAD 
Supplements (SOURCE: Superintendent of DocurrEnts, 
U.S. Government Printing Office, Washington, D.C. 
20402--Publicatian No. 2000-00110) 

o AICPA Professional Stanlards p Volume I (Source : 
American Institute of Certified Public Accountants, 
1211 Avenue of the AIrericas, New York, New York, 
10036) 

o Office of Management and Budget Circular, CMB A-73; 
Audit Federal Operations and Programs by Executive 
Branch Agencies (Source: Office of Management and Budget, 
Washington, D.C.) 

o Suggested Accounting Procedures Booklet: 
Accounting, Recordkeeping, and Reporting by Colleges 
and Universities for Fe1erally Funded Student 
FInancial Aid Programs, (the "Blue Book") (Published 1977) 
(Source: Basic Grants Traiiiing Project, 910 - 17th Street, 
N.W.! Suite 617, Washington, D.C. 20006) 

o Auditing Standards Established by GAO i Their Meaning 
and Significance to CPA's, Arrerican Institute of 
Certified Public Accountants, 1973. (Source: Arrerican 
Institute of Certified Public Accountants, 1211 Avenue 
of the Arrericas, New York, New York, 10036) 

Institutional Guide for Financial Aid Self-Evaluation, 
NASFAA f (Undateq) - (Source: Central Office and Placement 
SE:.~rvice, 910 Seventeenth Street, N.W., Suite 228, Washington 
D.C. 20006). 
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CHAPTER 3: REQUIREMENTS FOR PERFORMING AND REPORTING AUDITS 

3.1 GENERAL 

The audit shall cover the Institution's NDSL, CWS and SEOG Program 
operations for the period applicable to the IIDst recently expired 
Notification of Grant Award Letter (nonnally July 1 through June 30) 
unless a different audit perioo. is specifically approved in the auditor's 
Letter of Engagerrent (sample--Appendix C). The auditor must perfonn 
sufficient tests of the institution's program accounts, including a 
confirmation of student participation and amounts received in order to 
express an opinion (unqualified, qualified, adverse, or disclai1rer of an 
opinion) on the financial staterrents; and reach conclusions on the 
compliance aspects of the operation of the NDSL, CWS and SECG Programs 
at the institution. The footnotes to the financial staterrents and 
supplerrental NDSL schedules must include a staterrent as to whether the 
arrounts reported agree with the figures reported on the Office of Education IS 

Fiscal-0perations Reports OE Fonn 1152-2, OE Fonn 1152-3, and OE Fonn 
1152-4. If not in agreement, a schedule reconciling the two reports must 
be submitted as a supplemental schedule in the audit report. 

Sorre of the audit steps listed, particularly the review of the internal 
controls, accounting systems and funding, may have already been performed 
by a CPA fLrm, state or local government audit agency or other independent 
auditors in connection with the annual audit of the institution's financial 

_ staterrents. In such event, it may not be necessary to perfonn all the 
• audit steps contained in the audit guid.e if the auditor has satisfied 

himself/herself as to the ext-..ent of reliance on the v;ork performed after 
thoroughly reviewing the financial reports and the other auditor IS 

related w'Orkpapers. The NDSL, CWS and SECG workpapers should specifically 
identify steps not perfonred and include sufficient explanatory data to 
sugport the limited scope. HCMever, if the annual audit identifies 
weaknesses that relate to the ~SL, CWS, or SECG Programs, any work 
necessary to detennine the impact on the financial statements should be 
perforrred and the weaknesses should be reported in the audit report. 

Where the auditor's 'tests are based on the use of statistical sampling, 
the auditor will apply such standards generally used by the audit finn 
on non-Federally associated engagements. (Refer to SAS No.1, Section 
320A) Guidance on precision and reliability for statisti~al sampling in 
auditing is provided also by the AICPA. (Refer to SAS Nt;, 1, Section 
320B). 

The auditor will report whether expenditures claiIred on OE Fiscal
Operations Reports 1152-2, 1152-3, 1152-4 for perioo. under audit 
are presented in accordance with the accounting practices prescribed 
by the Depart:m2nt .of Health, Education and Welfare for these programs 
and the canpliance requinnents of these programs or recorrrnend adjusbnent(s) 
where there is insufficient basis for accepting expenditures, e.g., 
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funds awarded to student not eligible to participate in the program or 
funds awarded in excess of f:inancial need, or funds used for unauthorized _ 
purposes. The auditor will discuss in the audit report, in sufficient .. 
detail, each significant condition (audit finding) which does not rreet 
the legislative or regulatory requirements of the NDSL, CWS and SEOO 
Programs and/or tenns of the agrearent which are set forth in this 
guide. The auditor will indicate the cause and effect of each condition 
reported and include specific r~endations for corrective action and 
for irnprovenent in program operations. The independent auditors' ~rking 
papers should be prepared in a manner to :rreet criteria set forth in the 
AICPA's Statenen.t of Auditing Standards, No.1, Paragraph 338.05, and 
the standards for governnental atrliting "Working Papers", page 37. If 
the accountant I s report "Auditors Conclusions on Internal Accounting and 
Administrative Controls and Catpliance Information" is qualified, the 
auditor must consider whether or not the nature of the qualification is 
such as to effect his/her opinion on the auditor's report of the Financial 
staterrents. 

Amounts questioned by the auditor do not necessarily mean that these 
costs will be disallowed. The final determination as to the allowability 
of costs will be made by Office of Education, BSFA officials. 

In those situations where the auditor detennines that the books and 
records are not auditable, the auditor should defer fur+Jher ~rk under 
the audit engagenen.t and consult with the appropriate Regional Audit 
Director for specific instructions. 

This chapter presents requirerrents for perfo:rroing and reporting on an 
audit of the three programs. Audit objectives, reference naterials, and 
general audit procedures are set forth for each area of audit coverage 
required. The general audit procedures must be completed to rreet 
minimum audit requirerrents. 

3.2 FINANCIAL AUDIT 

3.21 INTERNAL CCNIroLS 

General Considerations 

An effective system of internal controls canprises all coordinated 
methods and neasures adopted by the institution to safeguard its assets, 
check the accuracy and reliability of accounting data, prorrote operational 
efficiency and encourage adherence to prescribed rranagerrent policies and 
procedures. 

Generally accepted auditing standards for field w:>rk (AICPA Staterrent on 
Auditing Standards, Section 150) require th.at: 

"There is to be a proper study and evaluation of the 
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existing internal control as a basis for. reliance 
thereon and for the detennination of the resultant 
extent of the tests to which auditing procedures 
are to be restricted." 

The study of the system of internal control is nonnal1y considered to 
have two phases. The AICPA Statenent on Auditing Standards describes 
these phases as: .. 

o 

o 

ReVievlOf the System, which is primarily the process 
of obtaining infonnation about the organization and the 
procedures prescribed and :1.0 intended to serve as the msis 
for tests of ccxnp1iance and for evaluation of the system. 

Tests of Ccmp1iance, which are made to provide reasonable 
assurance that the accounting control procedures are . 
being applied as prescribed. (Reference section 3.3 of this guide). 

Objectives 

To determine what internal controls are present; to make a pre1:im.:i.ruLry 
evaluation as to the adequacy of these controls; and to determine the 
degree of reliance that Can be placed on internal controls, subject to 
tests of transactions to verify the effectiveness of these controls, to 
assure ccxnp1iance with HEW'sQ policies and p:rxedures. 

e References 

o AICPA Staterre.'1t on Auditing Standards: Section 320 

--The Auditor's Study and Evaluation of Internal 
Control 

o AICPA Staterrent on Auditing Standards: Section 640 

--Reports on Internal Control 

o AICPA StateIrent on Auditing Standards: Section 641 

--Reports on Internal Control Bas~ on Criteria Established 
by Goverrurenta1 A~encies . 

o AICPA Staterrent on Auditing Standards: Section 509 

--Reports on Audited Financial Stat:em:mts 

o AICPA Statement on Auditing Standards: Section 321 

--The Effects of EDP on the Auditor's Study and Evaluation 
of Internal Control 
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General Audit Proced.ures 

o The auditor should review the system of internal 
controls applicable to the NDSL, CWS and SEX); Programs 
and determine whether the institution has written 
policies and procedures and that they provide for 
appropriate separation of responsibilities and 
control over: 

NATIONAL DIROCT STUDENT LOAN PRCGRAM 

--the receipt and disbursement of cash; 

--the granting of loans; 

--the paynent of administrative expenses; 

--the collection of loan principal and interest; 

--the payrrent of litigation costs; 

--the cancellation of loans - partial or complete; 

--the anount arrl payment of capital contributions - Federal 
and institutional; 

--the recording of transactions to asset, capital, 
revenue, and expense accounts. 

COLLEGE IDRK-S'IUDY PROGRAM 

--the receipt and disbursement of cash, 

--the paymant of wages; 

-·-the paynent of administrative expenses; 

--the recording of transactions to the general 
ledger control accounts; 

--the payrrent of institutional matching funds; and 

--the operations of the off-campus agencies e.g., preparation 
of tiIre sheets, payroll records, signature authorization 
cards. 

SUPPLEMENTAL EDla\TI<.::NAL OPPORI'UNITY 
GRANTS PROGRAM 

--the funding of the S:mc;p, 
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o 

--the pa.ylIOOIlt of SEDG awards -- initial year and 
continuing year; 

--the recording of transactions to the general 
ledger control accounts; 

--the pa.ynent of administrative expenses; and 

--the appropriate rcatching of the SEGG. 

GENERAL 

--Coordination activities of the a~ssions 
office, the business office and the student aid 
office, as they relate to the administration of 
the student financial aid programs. 

--Are adrtrinistrati ve files up-to-date and containing: 

* Institution's copy of Tenns of Agreerrent? 

* Notification of review action on institution's 
application(s) and appeals? 

* Program allocation letter? 

* Program Reports? 

* Laws, including the Education Amendments. 

* Current Regulations on each program. 

* NDSL list of designated leM incare schools published 
in the Federal Register. 

* 

* 

* 

Student Financial Aid Handbook 1977-78 (BEDG, SECG, NDSL, 
CWS and GSL Programs) 

Student Loan Collection Procedures NACUBO, May 6, 1977. 

Institutional Guide for Financial Aid Self-Evaluation, 
NASFAA, or simi liar self-evaluation studies. 

Lack of written procedures or lack of adequate 
controls should be noted and recamendations for 
improverrents should be included in the audit report. 
Corrments on internal controls should be prepared in 
accordance with Section 640 and 641 of the StateIrent 
of Auditing Standards. 
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o '!he auditor will consider the results of the review 
of the system of internal controls in determi.n:ing 
the extent of testing needed to evaluate the 
effectiveness of the established procedures. The 
auditor should carment on any ~l1esses in internal 
controls am recarmend needed improverrents. 

o The auditor shall review the rrost recent audit report 
and the HEW Audit Agency transmittal letter on student aid 
programs am note any fimings reported; ascertain 
whether corrective action was taken by the institution; 
and ccmnent on actions needed to strengthen the institution's 
system for acting on audit findings. Cllrrent findings should 
indicate whether similar deficiencies ~e previously reported. 

3.22 ACCOUNT:m;SYSTEM 

Objective 

To determine whether the institution's accounting for the NDSL, CWS and 
SEX)(; funds is supported by a system that is designed to fairly, and 
ti.rrely disclose the financial results of grant perfonnance in accordance 
with Federal reporting requirements. 

References 

o 45 CFR 144: Section 144.18 - NDSL--Fiscal Procedures and Records 

o 45 CFR 175: Section 175.28 - CWS-;--Fiscal Procedures and Records 

o ~t5 CFR 176: Section 176.23 - SEa:;--Fiscal Procedures and Records 

o Accounting, Recordkeeping, and Reporting by Colleges 
~ Universities for Federally Funded· Student Aid 
Programs, 1977 (the "Blue ~k") 

~eral A~t Procedures 

o Based on the results of the review of internal controls 
and tests of· the accounting records, determine whether the 
institution's accounting system includes the procedures 
necessary to: 

--Identify individually all receipts and disburserrents of 
NDSL, CWS and SEa:; Program funds separately fran other grants and 
contracts; 

--Accumulate and record disburserrents by academic pericrl 
and by activity account, e. g ., Salary and Wages - on campus, 
off campus ; administrative expenses; 
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o 

--Identify payrrents directly to students by check or by a 
credit to the student's account for tuition, fees, and 
room and/or l:oard; 

--Accumulate and record refunds due to students and/or 
program fund account; and 

--Accumulate and record NDSL non-cash cancellation transactions. 

Corrnrent on any weaknesses in the accounting system as related 
to the three programs and recarrrend needed linproverrents. 

3.23 STUDENT FILE MAINTENANCE 

Objective 

To detennine vmether the institution maintains acceptable program and 
student records which reflect all transactions with respect to student 
financial aid program funds. 

References 

Fiscal Procedures and Records 

o 45 CFR 144: Section 144.18 - NDSL 

o 45 CFR 175: Section 175.28 - CWS 

o 45 CFR 176: Section 176.23 - SEOG 

General Audit Procedures 

o Determine whether the it"lsti tution maintains dOC\.lITe!lted records 
with regard to: 

--The identification of each student account and the current 
status theof; e. g. enrollnEnt, awards, refunds due; 

--The eligibility or lack thereof, of all students enrolled at 
the institution who have applied to the institution for 
student financial aid; 

--The ClIIDunt of financial need determined for each student and 
the way that need has been net; 
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--The arrount of such grants/loans that were awarded and to whom; 

--The name of the institutional officer who made the determination • 
of the arrount of the financial need; 

--The mnount and date of disbursements of grants, advances, or 
earnings to students; 

--The payment of student earnings under the CWS Program in the 
form of services and equipment; 

--The anount and date of any ove:t-pa.~i:'nents of awards that have 
been restored to the program account; and 

--The amount and date of refunds made to the program accounts 
for students who withdraw or fail to pursue their course 
of study at the institution. 

o Determine whether the institution's procedures provide for 
retention of its NDSL, CWS and SECG Programs records for a 
minimum of 5 years after the date of the submission of the 
annual Institutional Fiscal-Operations Report, as prescribed 
by Sections 144.1S (c) (2), l75.2S (c) (2), and 176.23 (c) (2). 

Special Considerations are as follCMs: 

--Audit questions--The records lnvolved in any claim or 
expenditure which has been questioned by Federal audit 
shall be further retained until resolution of any such audit 
questions--Sections 144.IS(c) (5), 175.2S(c) (4), and 176.23 (c) (4). 

--Loan Records--An institution shall retain all financial and 
repayrrent records pertaining to any individual loan made mder 
the NDSL Program for not less than 5 years from the date on 
which the entire amount of the loan has been repaid, cancelled, 
or assigned in accordance with pertinent provisions of the 
NDSL Prograrnr-Section 144.lS(c) (3). 

o Determine whether the institution properly safeguards its NDSL 
promissory notes and student loan ledgers. The docurrents shall 
be maintained in good order in a locked fireproof container. 
Only authorized personnel shall have access to these docurrents; 
Section 144.18(g). 
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3.24 PRCGRAM FUNDING 

General Considerations 

Advances of HEW funds to participating institutions are arranged through 
the Departn'ental Federal Assistance Financing System (DFAFS). Receipt 
of an Official Notification of Grant Award from OE provides the institution 
with an authorization for NDSL, CWS, or SEOO Program funds. A copy of 
the grant award authorization is sent to the DFAFS management. This 
authorization becorres a part of the bases (canbined grant authorizations) 
that establishes the fund ceiling against Which the institution can draw 
funds for financing all of its HEW programs. One of ~ rrethods, the 
letter of Creditor the cash Request System, is used to provide NDSL, 
CWS and SEOG funds to an institution. 

The letter-af-credit method allows the participating institution to draw 
funds, on an "as needed II basis up to a prescribed ceiling, from the 
Federal Reserve System through the institution's local commercial or 
Federal Reserve bank. Accounting and reporting procedures for a letter 
of credit are established through special arrangements with the DFAFS 
management. 

Many of the participating institutions receive program funds by the cash 
Request System. Under this system, the institution is permitted to draw 
funds, up to a prescribed ceiling, on a rronthly basis ~ Institutions 
using this method submit a Grantee's M:mthly Cash Request to DFAFS to 
cover estimated cash expffi1ditures for all HEW awards. Upon receipt of 
the monthly request, pajr'I'!"el1t by U. S. Treasury check is IPade to the 
institution during the first week of the request rronth. Quarterly 
reports of expenditures and cash reconcillation statements are required 
by DFAFS. 

CUrrently! DFAFS funds provided are not inent-ified t-n each specific 
program at the recipient institutional level at the tirre of the cash 
advance. Therefore, all HEW funds provided, generally, will be recorded 
in the "cash Control, DFAFS" account. All receipts and disburserrents of 
cash related to the NDSL, CWS or SEOO Programs should be recorded in the 
"P:?propriate Program Cash" account, e.g., "Cash NOSI .. " Transfer of cash 
from the DFAFS account to the CWS or SEOG cash account 'should be IPade 
only in the precise arrount 'needed to pay approved expenditures on a 
current basis. Since normally the SEOO and OVS Programs grant funds are 
to be used only during the grant period, no cash balances should be 
maintained in the CWS and SEOG cash account. Any e."{:cess at the end of 
the grant period should be transferred to the "Cash Control, DFAFS" 
account for all HEW funds., Because the NDSL Program operates on a 
revolving fund concept it is permissible to maintain a cash balance 
in the "NDSL cash account." 
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Objectives 

To detennine that advancerl. funds transferred fran the "Cash Control, 
DFAFS" a(X!ount to the "Cash, CWS,or SEDG" accounts (or similar 
accounts) were accounted for properly and ',l1ere requested as closely as 
possible to the tine program disbursements ,were nade. 

References 

o 

o 

45 CFR 175: 

45 CFR 176: 
Records 

Section 175.28 - CWS - Fiscal Procedures and Records 

Section 176.23 - SEOG - Fiscal Procedures and 

o Accounting, Recordkeeping, and Reporting by Colleges and 
Universities for Federally Funded Stud~t Financial Aid Programs, 
1977 (the "Blue'Book") 

General Audit Procedures 

o Request a copy of ti1e Notification of Grant Awards authorization 
and any arrendrrentsi the institution's pay.rrent vouchers (letter 
of credit) or requests to DFAFS for advances of Ferl.eral funds 
(cash demand) i the institution's transfers fran the "Cash Control, 
DFAFS" account to the "Program, cash" account (or similar 
accounts); and the OE Fiscal-operations Reports, OE Fonn 1152-3, 
and OE Fonn 1152-4 for the funded pericxi under audit. CCJI'IIrent 
on problem areas, if any, as related to the follCMing: 

--compare the total arrount of grant award authorizations for the 
CWS and SEOO Programs to the arrount of cash actually used 
by the institution in administering the CWS and SEOG 
Programs during the current grant pericxi; to determine if the 
institution had unexperrled authorizations (did not utilize all 
of the funds authorized) or expended an amount in excess of 
current authorization. Whenever the institution has experrled 
an arrount in excess of current authoriZations, a cament must 
be made in the section "Findings and Recamendations - F'inancial" 
of the audit report shCMing the dollar arrount of the expenditure. 
Whenever, the institution has unexpended authorizations the 
arrount will be shown on the appropriate financial staterrent 
"Staterrent of Changes in Fund Balance". 
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• 
--Compare, by oonthly totals, the funds transferred fran 

the "cash Contrbl, DFAFS" account to the "Cash, ~S, and 
SEOO" accounts with the amount expended fran the "Program 
Cash" accounts (except for repayrrents to the control account) 
and detennine whether excess funds were maintained in the 
prCXJram cash accounts for the period applicable. Funds in the 
CWS and SEOG accounts should not exceed the rnini:mum arrount 
required to finance current disbursements. wnere the institution 
is on the cash Request System, the arrount of cash in the 
accounts should not exceed one rronth's need. Where the institution 
in on the I.etter-of-Credit system, the arrount of cash in the 
accounts should be as close to daily needs as administratively 
feasible. 

The Treasury Department considers any balance in excess of 
weekly disbursement needs (.5 working day::;) to be excessive. 
The rrethod employed by the Treasury to determine daily cash 
needs is to divide semiannual disbursernents by 130 working 
days. In general, the larger the annual anount of advance 
needed in the CWS and SEOG accounts, the rrore frequently 
individual cash transfers should be made to rreet current 
program disbursernent needs. If excess funds are being 
maintained the auditor should assure that funds are being 
accounted for and include camrents in Part III, "Findings 
and Reconmendations - Financial" of the audit report. 
The audit procedures relating to excess cash funds for the 
NDSL program are discussed in section 3.43 of the guide. 
(Note: Ideally, the above audit procedures can be perfonned 
at smaller institutions where the only sources of Federal 
funds are the student financial aid prCXJrams. At many 
larger institutions, hooever, it may be :impractical for the 
audi"tor to carplete this step because of the number and dollar 
magnitude of an institution I s Federal programs. If, after 
assessing the extent of the institution's participation in 
Federal programs, the auditor feels that performance of this 
step would be impractical, t.;'e reasons behind the decision 
should be docurrented in the v,orkpapers. A qualifying statement 
in the "Scope of Audit" section in the report should also be 
added. ) 

--Detennine that all funds received by the institution for the 
NDSL, CWS and SEOG Programs are fully accounted for. In 
performing this audit procedure, prepare an "Analysis of NDSL, 
CWS, and SEOG Funds" for the period under audit. A suggested 
format for this worksheet is as follooS: 
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Analysis of NDSL, CWS am SE(X; Funds 
For Period July 1, 1977 through June 30, 1978 

Source of Funds: 

Beginning Cash Balance (Federal and Institutional Share) 

NDSL -
CWS -

SECX; -

5,000 
-0-
-0-

Plus Net Transfers fran "Cash Control DFAFS" account 
to Program Cash Accounts (Federal Share) 

NDSL -
cws

SECX; -

Institutional Matching Share 

Reprograrrmed Funds 

NDSIr-Sustained Audit Adjustrrents 
Program Refunds 

$200,000 
50,000 
27,597 

22,222 
11,000 

10,000 
5,000 

Collections under NDSIl Program 

Total NDSL, CWS, and SECX; Funds .~vailable for Pericx1 

Funds Applied (Federal and Institutional Share) 

NDSL Ioans (Total) - 220,000 
CWS Salaries & Wages 
(Total) 

SEOO Grants 
55,000 
25,000 

Allowable Federal Administrative Costs 

Total Funds Applied During Period 
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$5,000 

$277,597 

$ 32,222 

$ 15,000 

$ 8,000 

$338,819 

$300,000 

12,000 

$312,000 



-
Balance - Total NbSL, CWS, and SECX:; Funds in Program Cash Accounts 

as of June 30, 1978 

NDSL - $ 26,819 

CWS- -0-

SECX:; - -0-

$ 26,819 

(NOI'E: Numbers are presented for illustrative purposes only and do not 
relate to the examples in the fiIlancial staterJ'Bnts included in the back 
of this guide.) 

-- Dete:rmine whether the balance of funds in the program cash account 
can be accounted for in bank accounts. 

-- If the funds are not in the bank account, determine source of funds, 
and/or disposition. If funds were used for purposes other than 
intended by the program legislation e. g. used for general operating 
expense of institution, dete.rmine the nature of the activity and 
report the status of such funds under Part III, "Finding and 
Recorrmendations - Financial" of the audit report. 

In those situations where the balance of funds in the cash account 
cannot be traced to bank accounts or funds were usm for unauthorized 
purposes the auditor should, consider their linplications and bring the 
matte..r to the attention of the appropriate Regional Audit Director. 
Whenever a problem exists in this area, the analysis of cash schedule 
shoulu be included as a supplementary schedule to support the finding in 
the auditor's report. 
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3 .. 25 RECO~ILIATION OF ACCOUNr BALANCES 

Objectives 

To det~1ITine whether the amounts shown in the Institution's accounts 
agree with (i) the infonnation reported on the June 30, OE Fiscal
Operations Report OE Fonn 1152-2, OE Fonn 1152-3 and OE Fonn 1152-4; and 
(ii) the Recipient Report of Expenditures by DFAFS Document Number 
(DFAFS Fonn No. 27). Also detennine whether nonthly cash reconciliations 
are being perforrred. 

References 

o Fiscal Procedures and Records 

o 45 CPR 144: Section 144.18 (b) (1) (2) NDSL 

e 45 CPR 175: Section 175. 28 (b) (1) (2) cws 

~5 CPR 176: Section 176.23 (b) (1) (2) SEOG 

o Accounting, Recordkeeping, and Reporting by Colleges 
and Universities for Federally Funded Student Financial 
~d Programs, 1977 (The "Blue Book") 

General Audit Procedures 

o Secure trial balances as of June 30 of the accOlmts ma.intained e 
by -the institution for its NDSL, CWS and SECG Programs. 
The amounts ('&.;';:"orted on the appropriate June 30, Fiscal-
Operations F:;£rl?Ort should agree with applicable account 
balances. All differences should be reconciled. Any 
unreconcilable differences should be discussed in Part III 
of the audit report. 

The recarmended accounting procedures included in Accounting, 
Recordkeeping, and Reporting by Colleges and Universities 
for Federally Funded Student Financial Aid Programs, 1977 
(The "Blue Book") provides an explanation of the entries 
to control accounts included in the list of recommended 
general ledger accounts to be rraintained by the Institution. 
In analyzing the account relances, it is recamended that 
the guidance suggested in this publication be used. as 
references in resolving questionable charges or credits 
to the account.s. 

If an account titled, "Funds Receivable Institution" is maintained and 
had activity during the year, an explanation should be included in the 
audit report as to the nature of the receivable. If the reCeivable 
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occurred because the institutional share was not deposited t.imely, a 
l"inding and Recamendation should be developed and presented in Part III 
of the audit report . 

Also the receivable account may be an indication that the funds are 
being used for general operating expenses of the institution, loans to 
institutional officials, or other unauthorized purposes. If this 
situation exists the auditor should consider their implications and 
notify the appropriate Regional Audit Director. 

o 

o 

Review the institution's Fiscal-Qperations Report Part II 
of OE Fonn 1152-2, - NDSL, OE FOl:TL1 1152-3 - SEa; and 
OE Fonn 1152-4 - CWS to ensure that the report was sul:xnitted 
tirrely, is canplete and presents fairly the infonnation set 
forth therein. 

Review the Institution's policies, procedures, and practices 
for reconciliation of the "cash, NDSL, CWS and SEOO" accounts 
with the "cash Control, DFAFS" account. On a selective basis, 
exarrrine the rronthly bank reconciliations perfonred. cament 
in the audit report on weaknesses noted and make recamendations 
for improvement, as appropriate. 

3.26 VERIFICATION OF STUDENT PARl'ICIPATION 

Objective 

To detennine through outside confirmation that students who participated 
in the programs, actually received the amount of the award reported 
by the Institution and were in attendance for the pericrl. 

References 

o 

o 

o 

o 

Fiscal Procedures and Records 

45 CFR 144: 

45 CPR 175: 

45 CPR 176: 

Section 144.18 (b) (1) - NDSL 

Section 175.28 (b) (1) - CWS 

Section 176.23 (b) (1) - SEa; 

General Audit Procedures 

o By the direct canmunication Irethcrl (personal interviews 
or written correspomence), obtain confirmation fran NDSL 
borrowers, CWS wage earners and SEa; grant recipients 
(on a sanpling basis) to verify (1) the pericrl of student's 
participation, (2) attendance and (3) the amount of the 
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SECX:; grant awarded, NDSL loan balance and CWS salary earned. 
The auditor shall use PQsitive confirmations and the results 
of the confirmations should be docurren.ted in the auditor's 
working papers and be included in Part II or III of the 
audit report. Regarding the audit reports, the scope of 
work described in the audit report should contain a state
IreIlt on student confinnations; size of sample, number of 
returns, number of no returns, number of differences noted 
with explanation as to cause. Where such verifications are 
determined to be impractical or impossible, the auditor 
will discuss the problems and reasons therefore with the 
HEW Regional Audit Director (See Appendix A) and will be . 
so noted in the "WOrking papers and the audit report. Where 
approval is given not to perfonn these verifications, the 
auditor should perfonn additional audit work to obtain 
evidence necessary to satisfy himself/herself as to 
student participation, amount of funds awarded, and 
attendance. In the absence of such evidence the auditor 
should so note in the audit report and consider 
disclaiming an opinion. 
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3 • 27 ADMINISTRATIVE COST ALI..OiVANCES 

• General Considerations 

An institution may be reimbursed for each award period. during which 
it provides financial aid fran carrpus-based programs to eligible 
students, for the cost of providing services under the Student ConsUI'CEr 
Information Services and for the cost of administering all Title IV programs 
or a portion thereof. The cost allOiVcmce is payable from the funds 
authorized for use in the Supplemental Educational Opportunity Grants and 
College WOrk-Study Programs and the cash available in the National Direct 
Student Loan Fund and is in an aIIDunt up to 4 ~rcent of: 

-- the arrount of funds advanced to students under the National Direct 
Student Loan Program during the award period.; 

-- the total canpensation earned by students (roth the Federal and 
institutional shares) employed under the College WOrk-Study Program, 
including both on-carrpus and off-campus jobs during the award period; 
and 

-- total awards paid to students under the SuppleIrel1tal Educational 
Opportunity Grants Program during the award period. 

The aggregate arrount which may be reirnburserl to the institution fran 
all campus-based programs for the cost allowance nay not exceed 
$325,000 for any award po~iod. 

-- Title I of the Educa.tion Amendrrents of 1976, Public 
Law 94-482, mandated Student Consurrer Infonnation 
Requirements that provide that consurrer information must 
be provided upon request to students and prospective 
students by colleges and universities. The law establisherl 
rules and procedures whereby institutions of postsecondary 
education which receive an administrative cost allowance 
because of participation in any of the three Ferleral 
financial aid programs Imlst make certain student aid 
infonnation available to any enrolled or prospective 
student who requests such infonnation. 

Summary of the materials required and other provisions of the 
rules follows: 

-- any administrative allowances received for participation 
in any of the three Ferleral student aid programs must first 
be used for student consurrer infonnation services. ]!my 
remaining funds must be userl to administer the Title IV 
student aid programs. 
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-- Institutions must provide information about available 
financial assistance including the above five prOJrams 
as well as their CMIl and state programs. Application 
fonns and instructions for filling them out will be 
part of the service. Also, infonnation will be provided 
on cost of attendance, refund FOlicy, student eligibility, 
and the criteria used by the ir~titution to select 
financial aid recipients and determine award anounts. 

-- Institutions must prepare for distribution a sta~nt 
of the rights ani res:ponsibilities of students receiving 
f'illlds under the above grant and loan programs, descriptions 
of academic programs, and figures shooing the percent of 
students having ca:npleted a particular course of study .. if the 
figures are availabl~. . 

-- Each institution llUlSt have an errployee or group of 
employees available on a full-time basis to assist 
all students in obtaining infonnation. Hooever, the 
require:rent may be waived by OE for an institution too 
small to need such a full-t:i.Ire employee. 

Objective 

To determine whether the institution clained the correct amount of 
administrative cost allCMance on each program and that procedures 
have been established to canpl y with the Student Consurrer Infonnation 
Re:;ruire:rents. 

References 

o 

o 

o 

o 

45 CFR 178 - Student CoI1SUItEr InformatiO:l Service 

45 cm 144.17 NDSL - Adrninistrati ve Expense 

45 CFR 176.22 (b) SEOG - Use of funds 

45 CFR 175.27 (b) CWS - Use of funds 

General Audit Procedures 

o Determine that the total charges for administrative cost 
allooance for the period from July 1 through June 30, did 
not exceed: 

-- 4 percent of the total arrount of National Direct Student 
wans advanced. 

-- 4 percent of the gross compensation including the 
institution I s share, to students IDrking in the College 
W::lrk-Study Program, whether on-campus or off-campus. 

-- 4 percent of the arrount actually spent for SEOG awards 
to students. 
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• 
o Determine that the total amJilllt drawn by the institution 

for administrative cost on the NDSL, CWS and SECX3 
Programs did not exceed the max:i.rnum amJilllt al1CMab1e of 
$325,000. 

o Determine if the institution has canp1ied with the 
Student Consumer Infonna.tion Service requirenents described 
in the regulations, reference 45 CFR 178.3, 178.4, and 178.5. 

o On those institutions which received an administrative 
cost a11CMance, determine the total arTOilllt of the 
adrninistrati ve cost allowance used to carry out the 
Student Consurrer Infonna.tion Services. and the total 
arrount used to administer all Title IV programs. 
A schedule shCMing the total funds expended by cost category 
should be included as an exhibit to the audit report, 
See Schedule 4. 
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3.28 FEDERAL AND INSTITUTICNAL CONTRIBUTIONS 

Objective 

To determine that trle Federal share of the NDSL and CWS Programs funds 
did not exceed the authorized amounts and that the institutional 
contributions were timely and in the proper amounts. 

Reference 

crn 144.8 (b) (1) and (2) NDSL - Institutional Agreement. 

CFR 175.8 (a) (6) CWS - Institutional Agreerrent 

General Audit Procedures 

National Direct Student Loan Program 

o Review the capital contributions deposited in program cash 
accounts and detennine r..mether: 

-- Federal funds requested from DFAFS was properly identified 
for use in this program and were within the amounts authorized 
in NDSL award letters fran OE. 

-- The institution's funds deposited were equal to one-ninth 
of the total Federal funds deposi too into the NDSL loan fund, 
or that sufficient institutional funds were deposited in prior 
years to natch properly all Federal contributions. 

-- The institution's funds were deposited at the same time, 
if not earlier than the Federal funds were deposited. 

College Work-S'cudy Program 

The Federal share of canpensation of students employed in any College 
Work-Study Program shall not exceed 80 percent of such canpensation for 
~rk perforrrea.. 

o Review the funds expended during the period and dete;nnine whether: 

-- the corrpensation of students under the program \';'Cl.S in the 
proper Federal/institutional share. 
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-- The illsti tution I s share of the ca:J:q?eI1sation 'W"lS r,rovided 
fran sources other than fran Federal funds pruvided for 
this program. 

-- Federal funds provided for this program were not used to 
over-reimburse the msti tution for costs of the program. 
This audit step is applicable 'VJhen an off-campus agency 
agrees to contribute lIDre than the m:i.n:imum required 20 percent 
institutional share. In this situation the Federal share 
of canpensation should only be the arrount needed when combined 
with the actually contributed share to equal 100 percent of 
the total cOIrq?ensation mstead of the 80 percent. 

(Note: If the institution I s share of wages paid is in the form of 
services and equipnent, such as room, ooard, tuition, books or fees, 
an acknowledgrrent by the student should be provided and the auditor 
should determme that the charges are nonnally levied agamst students 
attending t.he institution. The Federal share of wages must be paid 
to the students.) 

3.29 MAINTENANCE OF LEVEL OF EFFORT 

General Considerations 

For each fiscal year for which the institution receives an allocation of 
funds under the College Work-Study Program or Supplerren.tal Educational 
Opportunity Grants Program, it shall continue to expend, in its awn 
scholarship and student aid programs, an arrount which is not less than 
the average expenditure per year made for that purpose during the three 
fiscal years precedillg the latest of the following dates or fiscal 
years: (1) the effective date of the institutional agreerrent which was 
ill effect on June 30, 1973, or (2) the fiscal year for which the institution 
receives or received its first allocation of funds under the CWS, SEOG 
or ECX; Programs. The average total expenditures by the institution on 
its awn scholarship and student aid programs will be reported ill the 
annual application for funds (OE Form 1036) . 

Objective 

To determine whether the institution has expended in its awn scholarsp.ip 
and student aid programs an arrDunt equal to the canputed three year 
average. 

References 

45 CFR 175.25 Mailltenance of Effort - CWS Program 

45 CFR 176.20 Maintenance of Effort - SEOG Program 
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General Audit Procedures 

-- Verify the anount reported to OE for Maintenance of Effort 
purposes an:1 for each year audited, detennine that this arrount 
is equal to or in excess of the three-year average previously 
established for Maintenance of Effort. 

3.3 and 3.4 CCMPLIANCE AUDIT - GENERAL 

General Considerations 

'J;'he Corrptroller General's "Standards for Governrrental Auditing" 
provide for a review of corrpliance with pertinent legal and regulato:ry 
requirements. The standards on reporting require a staterrent in the 
audit report regarding major j,nstances of noncarpliance. For HEW's purposes, 
all instances of noncorrg:;>liance, and any questioned costs in excess of $100.00 
should be. developed and presented as findings andrecarrrendations in the 
audit repcrt. The less significant unreported iterrs should be docurrented 
in the working papers and discussed with institutional officials for 
cor.rective action. 

If thenoncampliance items materially affects the fairness of .the financial 
staterrents, consideration must be given to qua.lifying the auditor's 
opinion or not expressing one on the report. Guidelines on disclai.rrers 
and qualifications of opinions developed by the AICPA should be 
consulted if this question arises. 

3.31 ELIGIBILITY OF PARTICIPATING INSTITUTION 

General Consideration 

An eligible .institution is an institution of higher education, an area 
vocational school, or a proprietary institut.icn of higher education. The 
institution IlUlSt neet general requirements for institutional eligibility. 
The institution must be legally authorized within a state or jurisdiction 
to provide a program beyond secorrlary school. It IlUlSt either be 
accredited by a recognized accrediting organization, be detennined by the 
carmissioner to be attempting to meet accrErlitation standards, or be able 
to provide letters from three accreditErl institutions stating that the 
applicant institution I s credits will be accepted at the accrErlitErl 
institutions. 

Proprietary schools must admit as regular students only those with 
a high school diploma or the recognized equivalent of such a certificate, 
and public am other non-profit schools must admit only students beyond 
the campulso:ry age of school attendance who can benefit fran a 
postsecondary program. There are also requirerrents for mini.IrnJm program 
length which depend upon the type of institution. 
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Objective 

• 'l'o determine if the institution had net and continued to rreet the 
requirerrents for eligibility to participate in the stud.ent financial aid 
programs. 

References 

NDSL Program 

45 CFR l44.2(x} - Definitions - Institution of higher education 
45 CFR l44.2(bb} - Definitions - Proprietary institution of higher 

education 
45 CFR l44.2(z} - Definitions - Nonprofit schools 

CWS Program 

45 CFR 175.2 (c) - Definitions - Area vocational school 
45 CFR l75.2(q) - Definitions - Institution of higher education 
45 CFR l75.2(t} - Definitions - Nonprofit school 
45 CFR 175.2 (v) - Definitions - Proprietary institution of higher education 

SEm Program 

45 CFR l76.2(n) - Definitions - Institution of higher Erlucation 
45 CFR l76.2(r) - Definitions - Proprietary institution of higher 

education 

General Audit Procedures 

o Review the notice of eligibility to participate in programs 
issued by OE i Division of Eligibility and Agency Evaluation. 

o For proprietary institutions of higher education, review the 
schools operations to gain assurance that: 

._- Duration of the qualified programs of training are for 
six months or longer. 

-- School admits into the qualified programs as regular 
students only persons having certificate of graduation 
fran a school providing secondary Erlucation or the 
recognized equivalent of such a certificate. 
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-- The school has been in existence for at least two years. 

o OE has recently been alerted to the fact that e1igili1e • 
institutions are contracting with ineligible institutions 
or organizations to perform educational services. Therefore, 
in those situations, students are receiving Federal financial 
assistance to rreet the costs of attending an ine1igili1e 
institution. Whenever an institution contracts with 
another organization to perform educational services: 

-- Obtain fvam the institution evidence that the organization 
rreets the requirenents for e1igilii1ity to participate in 
student financial aid programs set forth in the appropriate 
program regulations. 

3.32 COORDINATION OF FEDERALLY ASSISTED STUDENT AID PROGRAMS 

Objective 

To test the (1) institution's system for coordinating assistance under 
the campus base programs with the institution's other Federal and 
non-Federal programs of student financial aid and (2) controls established 
to preclude the aW"cIX'ding of assistance in excess of a student's financ:i,.al 
need. 

References 

45 CFR 144.14 - NDSL Program, Coordination of student financial aid 
programs, loan arrotmt and over-(:I.'ftJard 

45 CFR 176.14 - SEOG Program, Coordination of student financial aid 
programs, grant arrount., and over-award. 

45 CFR 175.14 - CWS Program, Coordination of student financial aid 
programs arrount, and over-award 

General Audit Procedures 

o . Determine if the institution appointed an official who 
has the responsibility of coordinating the various student 
assistance programs within the institution. 

o Determine whether the institut.ion has established procedures 
for coordinating assistance provided under all Federal student 
aid programs which require a showing of financial need with any 
assistance provided under the Basic Educational Opportunity 
Grant Program, the Guaranteed Student Loan Program, and 
other school-administered aid programs. 
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o 

o 

Determine whether the students have received an amount in 
excess of their financial needs by examining the documentation 
relating to financial need on a representative sample of 
students participating in b~e student aid programs. 

Determine if the institution has controls v;hich have been 
established for the purpose of precluding the awarding of 
assistance fran all Federal and non-Federal sources in an 
arrount in excess of the student I s cost of education. 

In view of the difficulty of precise need determination, 
OE does not consider awards of up to $100 in excess of a 
student's predetermined financial need amount as being 
unreasonable. Consequently, OE would not require any 
financial adjustments when the financial aid received by 
a student under these programs exceeded his financial 
need by less than $100. 

OE has defined a student's financial need as the difference 
between the arrount of rroney the student am his/her family 
can provide for an education and the cost of that education. 
The cost of education includes charges for tuition and 
related fees# roan and board; books and supplies; and such 
personal expenses as transportation, clothing and laundry. 

3. 33 SELF-EVALUATION SYSTEM 

General Consideration 

NASFAA with the assistance of the Office of Education has developed a suggested 
self-evaluation system to be used by the institution to evaluate its practices 
and procedures followed in administering the student financial aid programs. 
The purpose of the self-evaluation system is to encourage institutions to 
provide continuous rronitoring of its programs' activities, to assure that 
the programs are being operated in an effective, efficient and econanical 
rranner. OE does not specify hCM often the system should be reviewed, however, 
sound management practices ,would dictate that 'the system be reviewed 
at least annually. The checklist questions are, in general, worded . 
in such a way that a "no" answer means that the institution is prorebly 
not applying -tr..e principles of due diligence in the pa:rticular area in 
question. The suggested system is contained in the publication 
"Institutional Guide for Financial Aid Self-Evaluation, NAS'FAA". 

9b jective_ 

To determine if the institution has a self·-evaluation system which 
enables them to provide continuous rronitoring of its program activities. 
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References 

Institutional Guide for Financial Aid Self-Evaluation, NASFAA; 

General Audit Procedures 

o Determine if the institution has established a self-evaluation 
system to rronitor and evaluate the programs to ensure that 
their objectives are net. 

o Determine the frequency of the self-evaluation reviews. 

o 

o 

Detennine if the answers to the questions are canplete. 
For those areas covered in the scope of audit, determine 
that they are consistent with the results obtained during 
the review. 

Determine if corrective action was taken on problem 
areas noted during the self-evaluation review. 

Ca.1PLI.AN:::E - NATIONAL DIRECI' STUDENI' LOAN PRCGRAM 

3.34 ELIGffiILITY OF BORRavERS 

Objective 

To test the institution's system for detennining student eligibility 
for NOSL Loans. 

Reference 

45 CFR 144.9 Student eligibility 

45 CPR l44.2(x) - Definitions - Institution of higher education 

45 CPR l44.2(bb) - Definitions - Proprietary institution of 
higher ecucation 

45 CPR 144.31 Limitations governing aggregate amount of loans 

General Audit Procedures 

o Review the institution's system for determining student 
eligibility for NDSL loans. This system should provide 
for the institution's review of all l~SL loan applications 
to ensure (1) conformance with applicable eligibility 
requirerrents discussed in Section 144.9; (2) that student's 
applications are canplete to the naximum extent possible; and 
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• 
o 

(3) that the information in the application was consistent with 
other grant or loan data on file at the institution, and the 
student was provided an opportunity to explain and/or rectify 
any apparent discrepancies when disclosed. 

select a representative sample of student loan files and 
ascertain that the institution made a detertllination that 
the locu1 applicant: 

-- Was in need of the anount of the loan to pursue a course of 
study at the institution; 

-- Was accepted for enrollrrent or was enrolled in good standing 
as at least a half-time student; 

-- Was capable in the opinion of the institution, of maintaining 
good standing in the selected course of study. 

-- Was a&nitted as a regular student \.n..th a certificate of 
graduation fran a school providing secondary education, 
or the recognized equivalent of such a certificate; 
Reference Section 144.2; 

-- Was enrolled in an eligible program as defined in Section 144.2 (bb); 

-- Was on record with the Institution as being a citizen or 
national of the United States or was in the United States 
for other than a ternp:>rary purpose and was, or intended to 
becorre, a permanent resident thereof; or was a perIrll3l1ent 
resident of the Trust Territory of the Pacific Islands; 

-- Has filed with the institution a signed affidavit stating 
that the money attributable to such loan mIl be used solely for 
expenses related to attendance or continued attendance at the 
institution; 

-- Did not receive loans in excess of the aggregate loan l:im:i. t. 
Beginning July 1, 1972, the annual limitations ~e rerroved 
and the loans ceilings established at $10,000 for graduate 
students (including undergraduate loans) and $5,000 for 
undergraduates, with an upper loot of $2,500 on loans 
to undergraduates during the first tw:J years; Reference 
Section 144.31; 

-- Provided an application that was caraplete to the rnaximum 
extent possilile and included data consistent m th other 
grant or loan data on file at the institution. 

-- Was provided an opportunity to explain and/or rectify any 
apparent discrepancies when disclosed. 
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3.35 NOI'E FORM AND EXECUTICN 

9,ejective 

To dete:tmiI;1e whether the note fonn used by the institution confonns to 
the pi6vlslons recCl'l'UTEl1ded by the Office of Education and the pranissory 
notes were properly executed. 

Reference 

45 CPR 144.32 Pranissory note - loan repayment 

45 CFR 144.34 Defenrent of repayment 

45 CPR 144.64 Appendix B - example of a promissory note 

45 CFR 144.31 Tenns of loans 

General Audit Procedures 

o 

o 

o 

Detennine if the provisions of the institution's note confonns 
with the example set forth in Section 144. 64, AppEi.Tidix B -
Pranissory note; 

If the institution had deviated substantially fram the provisions 
of the note 1...11 Appendix B, de'tennine if the deviations were 
approved by the cc:mnissioner of Education; 

Select a representative sample of notes and detennine whether: 

-- The notes were properly signed r dated and contaiha pennanent 
address; 

-- a copy of the execut,ed note was supplied to the borrower; 

-- The required provisions are in the note; 

o Rate of interest, Reference Section 144.32 (b); 
o Deferment of payments and interest, Reference Section 144.34; 
o Repayment tel."lns, Referenr.e Section 144.32 (c); 
o Security and endorsemant, Reference Section 144.32 (g):; 
o Assignment of notes, Reference Section 144.32(h) 
o Acceleration, Reference Section 144.32(i); 
o Costs of collection, Reference Section 144.32'(j-); 
o Schedule of advances, Reference Section 144.15 

-- The amount of the note did not exceed the authorized limitations; 

o 

o 

o 

$2,500 for first two years 
$5,000 for four years 
$10,000 graduate or professional students 
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3.36 INSTI'lUTIONAL DISBURSEMENTS TO NDSL REx:::IPIEl.\ITS 

• Obj\ective 

To test the effectiveness of the institution's disbursement procedures 
and practices for payrrent of advances to students. 

References 

45 CFR 144.15 Disburserrent of loans 

45 CFR 144.9 Student eligibility 

General Audit Procedures 

o Select a representative sample of advances to students fram 
NDSL funds for audit tests for the period under audit. (The 
auditor may use the sane sample selected for review of borrowers 
eligibility). Review and test the institution's disbursement 
procedures and practices for payment of advances to students 
fram NDSL funds. On the sample selected detennine mether: 

-- the advances were properly recorded in the loan ledgers; 

-- the advances were properly recorded on the pranissory notes 
and each advance entered was signed by the student; 

-- the checks evidencing the advances: 

o were made out in the narre of the student borrower, 

o 

o 

were endorsed in the student borrCMer' s name, (Note: The 
auditor should be alert for any unusual second endorsements 
Which came to his/her attention and satisfy hirnself/herself 
that they are not improper). 

have cleared the bank. 

(Note: The total arrounts of checks to the borrower may not a.gree with 
the gross arOCl1mt loaned to the student. Tuition, books, room and 
board, and other school related charges may be charged against the loan 
and the net arrount paid by check to the borrower. If this procedure 
is followed, an acknCMledgernent by the borrCMer should be on file.) 

-- on payrrents other than direct disbursements to students, such as 
crediting student's account for tuition, rocm and board, 
detenuine that an acknCMledgement by the borrower or other 
evidence is on file; 

-- pericrlic postings were made to th~; account Funds Advanced to Students; 
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-- the institution made a determination that the student is enrolled 
as a fullt:ime, three-quarter time or half t:i..rre student and is actually 
atterding the institution, Reference Section 144.9 (4). • 

o Detennine that the institution nade advances to the student 
borrcMer in equal insta1lnents in each sE!nester, tr.i.Irester, or 
quarter if such an academic period was used. If the institution 
was not utilizing such academic periods, determine that advances 
were made at least twice per academic year -- one advance' at 
the beginning and the other at the midpoint. 

o Ascertain whether the institution determined that the student 
met the foJ.1CMing requiranents prior to disbursing the loan 
advances. 

-- Is maintaining satisfactory progress in the course of study 
he/she is pursuing, according to the standards and practices of 
the institution that the student is attending, Reference 
Section 144.9 (a) (3); 

-- Is not in default on any loan nade fran a student loan ftmd 
at the institution or on a loan made, insured, or guaranteed 
under the Guaranteed Student Lean Program for attendance at 
the institution, (Note: The definition of a defaulted loan 
is contained in the appropriate program regulations NDSL 
45 CPR Part 144 and GSL 45 CFR Part 177); and 

-- Does not CMe a refmld on Basic Grants previously received 
for attendance at the institution, the Supplerrenta1 Educational 
Opportmli ty Grants Program, or the' State Student Incentive 
Grant Program. (See Appendix J, Proposed Regulations--B:ECX; 
May 15,1978). 
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• 3.37 LOAN COLLECTIONS - DUE DILIGENCE 

Objective 

To determine if the institution exercises due care and diligence in 
administering the NDSL Program. 

References 

o 

o 

o 

o 

o 

o 

o 

45 CFR 144.41 - Subpart C - Loan Collection - Due Diligence 

45 CFR 144.41 - General 

45 CFR 144.42 - Contact with the borrower prior to repayrrent 
period 

45 CFR 144.43 - Billing p~:ocedures 

45 CRE' 144.44 - Skip tracing activities 

45 CFR 144.45 - Collection procedure 

45 CFR 144.47 - Utilization of fiscal agent 

General audit procedures 

o Select a representative sarrple of loal1S in current status and in 
default and determine if the institution has due diligence 
procedures which will ensure the collection of am::n.mts due and 
payable to its fund. Include audit steps to test the extent of 
corrpliance with the follCMing due diligence requirerrents. 

--Provide to all borrowers, not later than the tine men they 
sign their pranissory notes, full disclosure of their rights 
and obligations thereunder. 

--Conduct an exit interview with all borrowers prior to their 
leaving the institution. The exit interview may be corrlucted 
either on an individual basis (preferred) or in groups. 
During the exit interviews, borrCMers shall be: 

a. Provided a detailed explanation of their obligations 
and rights. 

b. Provided with a copy of their repayrrent plan Wlich covers 
the entire repayrrent period (normally a 10 year period) . 

c. Advised of their responsibility to infonn the institution 
immediately of any change of address. 

d. Advised of the full amount of their loan including the 
interest rate. 
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e. Advised of the date a11d arrount when the first payment 
becorres due (correct grace period 9 or 12 IlDnths). 

f. Advised of their responsibility to contact the 
institution prior to the due date of any installIrent 
if payrrent cannot be made for any reason. 

g. Advised of rights and procedures regarding postponerrent I 
defenrent, or cancellation. 

h. Advised of their rights to accelerate loan repayments 
without penalty. 

i. Advised of any optional features of the note (min.imum 
repayment, penalty charges, collection charges). 

--Maintain a written record of the exit interview, including 
a repayment schedule (plan) signed by the rorrower. 

--If 1:orrowers leave the 'nstitution without notice, the 
institution is require: to mail the 1:orrCMers a copy of their 
note and two copies (, _ their repayment schedule and shall 
request the rorrCMers to sign and return one of the copies of 
the repayrrent schedule. 

--Maintain contact with 1:orrowers after their leaving the 
institution in order to facilitate billing and to keep them 
informed of all changes in the program affecting their rights 
and obligations. 

--The institution shall contact the 1:orrower no less than 
three t.:i..nes during the nine IlDnth grace period, as follows: 

a. 90 days into tlle grace period 

b. 180 days into the grace period 

c. no less than 30 days preceding the due date of the 
first installment. 

--Regular billing and follow up procedures :must be established 
during the period in which any outstanding balance remains 
unpaid. 

--An institution unable to locate a oorrower in spite of its 
established billing and follow up efforts shall either engage 

. the services of a carmercial skip-trace organization or perfonn 
equivalent skip-tracing activities with its CMl1 personnel. 

(42) 

• 



o An institution may utilize a billing service or collection agency 
in carrying out its loan collection practices. HCMever, the 
ultimate responsibility for making decisions relative to the 
making and collection of loans and cancellation and deferment of 
loans must remain with the institution. This responsibility 
cannot be delegated. If a billing service is used to carry out 
the required billing procedures, the billing service may not 
deduct its fee from the funds it receives fran borrc:m3rs. 

--Review the contracts between the institution and the billing 
service and/or collection agency and ascertain that the 
institution: 

a. has not delegated its responsibilitY for the ac1rninistration 
of the loan program and 

b. has assurance that the agency was adequately bonded in an 
arrount to cover all assets of the loan fund which are 
under the control of the agency at any particular tirre. 

c . receives from the billing service the total funds collected i 
no fees are directly deducted fran arrounts received fran 
students. 

--The billing procedures re:;IUired, whether perfol:JtEd by the 
institution or external organizations should include the 
following: 

a. transmittal of a notice and a statement of account to 
each borrc:m3r no later than 30 days preceding the date 
on which the first repayrrent installrrent is due. 

b. transmittal of a staternent of account to each 
borrower no fewer than 10 days preceding the due 
date of each payrrEllt. 

c. contact with the borrower by telephone or written 
demand on any payments not received within 15 days 
of the due date. 

d. follaw-up with two rrore demands spaced 30 days apart 
if no response for payment is received. 

e. maintenance of a monthly list of payments in arrears 
with respect to loans not paid when due. 

f. procedures for effecting prorrpt and regular repayrrent 
including personal or telephonic contact where possible. 

go referral to a commercial skip tracing organization 
or program skip tracing acti vi ties with institutional 
personnel. 

h. referral to collection agency or perform collection 
activities with its o.vn institutional personnel. 

, ~ - -", 1 .:. ; .... ) 
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3.38 PAYMENl'S FR)M BORR::MERS 

Objective 

To test the institution's procedux'es for recording and controlling loan 
repayrrents. 

References 

o 45 CPR 144.32 - Loan repayrrent 

o 45 CPR 144.34 - DefeDment of repayment 

General Audit Procedures 

o Select a representative sample of payments f:ran rorrcMers and 
detennine whether: 

--the payrrents were properly credited to the loan ledgers, 

--the payments were properly allocated to principal and interest, 

('Note: Interest will be canputed. on the unpaid ba.lance 
at the rate of 3 percent per annum t.O the date the payment 
~>laS received. No interest will accrue during the grace 
period or the period of defenrent for half-time study or 
participating up to three years in military service 7 Peace 
Corps, or full-tlloo VISTA. However, in lieu of the interest 
computation rrethod stated above, institutions have the following 
option: (1) interest may be calculated in advance on the 
ba.sis of the total anortization period; and (2) a rorrower's 
predetennined repaynent schedule need not l::e subject to revision 
of interest when payments are received after the due date.) 

--the late charges, collection costs, or mini.l"(II"J!!t repayrrents, if 
applicable, were properly car@uted and recorded, 

(Note: '!he provisions for these charges must l::e included in 
the note signed by the borrower. Payrrents on overdue arrounts 
are credited first to interest, then to principal.) 

--periodic postings were made to the accounts Loan Principal 
Collected, Interest Incare on IDans, and Other Inccxre, if 
applicable. 
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3.39 WAN DEFERMENTS _1 General Considerations 

Deferrrent of payrrents on the loans may be granted when the borrCMer is 
(1) carrying at an institution of higher education at least one-half the 
normal full-tine academic w:>rk load as determined by the institution, or 
(2) a I!E!IDer of the A.rmed Forces of the United States or in service as a 
volunteer with Peace Corps or VISTA. The defenrent status under Anned 
Forces f Peace Corps or VISTA cannot exceed three years. The interest 
shall not accrue on the loans during the defenrent period. BorrCMers 
must submit their request for deferment to the institution on a properly 
completed fonn "Request for Defenrent of Repayrrent Because of Anned 
Forces, Student, Peace Corps or VISTA Status." 

Objective 

To test the institution's system for processing deferment requests from 
borrowers. 

References 

o 45 CFR 144.34 - Deferment of repayrrent 

General Audit Procedures 

o Select a representative sarrple of borravers in deferrrent status 
and detennine if the institution: 

--reviewed the deferment request fonn for accur~cy, completeness, 
and certification by an authorized official of the respective 
organization, 

~-rnade a detennination that the borravers ~e eligible for 
defenrent status, 

--maintained on file a certified fonn covering each year that 
deferment is claimed, 

-~de the appropriate notations or changes to its records, 

--processed'the request for deferrrent status form in a timely 
mannet', 

--made a determination that the defe:r:rnent did not exceed three 
years on military, Peace Corps or VIS'EA status. 
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3.40 LOAN CANCELTATlOOS 

General Considerations 

The National Defense/Direct Student !.Dan Program provides for cancellation 
of loans in six categories; teaching, Head Start, military, death, 
disability, and bankruptcy. Eligibility for cancellation benefits will 
vary depending on the dates of the loans, as several legislative arrendrrents 
have been made regarding cancellations. The Edu(,,ation .AIlenmrents of 
1972 discontinued for Direct Loans certain provisions which applieu to 
Defense IDans. 

Objective 

'lb test the institution's system for processing cancellation forms, and 
recording cancellation adjustments to the loan fund accounts. 

References 

o 45 CFR 144.52 - Teacher cancellation - Defense Loans 

o 45 CFR 144.53 - Teacher cancellation - Direct Loans 

o 45 CFR 144.54 - Head Start cancellation 

o 45 CFR 144.55 - Military cancellation 

o 45 CFR 144.56 - Cancellation for death or disability 

o 45 CFR 144.41 - Bankruptcy of OOrrCMer. 

General Audit Procedures 

o Select a representative sample of payments cancelled because of 
teaching, Head Start, military, death, disability and bankruptcy 
and test the institution's system for processing the cancellations. 
Particular attention should be given to the follCMing: 

TEACHING CANCELLA.TIONS 

--the correct rate was used, 

for Defense loans made prior to July 1, 1972 - 10 or 15 percent, 

for Direct loans made on or after July 1, 1972 - 15, 20 or 30 
percent, 

(Note: As of July 1, 1972, a new provision for up to 100 
percent cancellation for full-time staff members in a pre
school Head Start program at the rate of 15 percent per year 
has been added. However, teaching in an elementary and 
secondary school not designated as having in excess of 30 
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percent low-.incate enrolJment, teach.ing in colleges, and 
teaching in elarenta:ry and secondary schools overseas operated 
by the Depart::rcent of Defense no longer apply for loans made 
on or after July 1, 1972.) 

--the form "Request for partial Cancellation of Loan Due to 
Teach.ing Service" was canplete and signed by an authorized 
official .in the school system certify.ing the teach.ing service, 

--~ determination was made as to eligibility and rate of cancella
tion based on whether the borrCMer had a Defense or Direct 
Loan, 

--the arrounts cancelled were properly creditecl to the rurrCMer' s 
loan account, 

--the cancellation farms were processed .in a timely manner, 

--the correct anount of principal and .interest was cancelled. 

o for Defense loans made prior to July 1, 1972, (Reference 
Section 144.52 and the appropriate Federal Register listing of 
low-inCate schools), 

(Note: The institution will be reimbursed for loss of the 
institution's share of pr.incipal and .interest cancelled as a 
result of teaching service for loans made prior to July 1, 
1972. However, no reimburserrents will be made when the loss 
is fran EDG funds transferred to the Defense Loan Program 
unless the transferred funds were rratched and merged with the 
regular Defense Loan funds as suggested by OE.) 

o for Direct loans made on or after July 1, 1972 (Reference 
Section 144.52 and the appropriate Federal Register listing of 
low-income schools). 

(Note: The Loan Fund will be reimbursed for loss of the total 
arrount of principal and interest cancelled as a result of 
teaching service for loans made on or after July 1, 1972.) 

MILITARY SERVICE CANCELIATIONS 

--the correct rate was used - 12 1/2 percent, 

--the form "Request for Partial Cancellation of Loan for 
Milita:ry Service" was canplete and signed by the Ccm:nand.lng 
Officer certify.ing the dates of service and, for loans after 
June 30, 1972, whether or not the borrower was in an area that 
qualifies for special pay under Section 310 of Title 37 of the 
u.S. Code, 
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--thecumula.tive am:nmt for mi1itaxy cancellations did not 
exceed the maximum arrounts authorized [Reference Section 
144.55(a) (1), (b) (1)], 

--a determination was made as to oorrowers' eligibility for 
cancellation, 

--the correct arrount of principal and interest was cancelled 1 

o for Defense loans made fran April 14, 1970 to July 1, 1972 
[Reference Section 144.55(a) (1)], 

(Note: The institution will be reimbursed for loss of the 
institution's share of principal and interest cancelled 
as a result of mi1itaxy service for loans nade f:rcm 
April 14, 1970 to July 1, 1972. HCMever, no reirrburserrents 
will be made when the loss is fran E03 funds transferred to 
the Defense Loan Program unless the transferred funds ~re 
matched and nerged with the regular Defense Loan funds as 
suggested by OE) . 

o for Direct loans made on or after July 1, 1972 [Re!erence 
Section 144.55 (b) (1) (2) ] . 

(Note: The Loan Fund will be reimbursed for loss of the 
total arrount of principal and interest cancelled as a result 
of mi1itaxy service for loans nade on or after July I, 1972.) 

OTHER CANCELLATIONS 

--the cancellations because of death were supported by death 
certifications or other official proof, 

--the cancellations because of permanent and. total disability 
were approved by OE, 

--the cancellations because of bankruptcy of the oorrower 
were adequately docurrented. 

REIMBURSEMENT BY THE C(M.tl:SSIONER OF EDUCA.TION OF AM:>UNTS CANCELLED 

o Defense Loans 

--With respect to loans made prior to July 1, 1972, 
the Camm:i.ssioner will reimburse each institution each 
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award period for loss of principal and interest during 
that award period resulting fran cancellations for teaching 
service or military service. The reimbursem:m.t shall be an 
aIrount which bears the sane ratio to the interest which has 
been prevented fran accruing and the 1:X>rtion of the principal. 
which has been cancelled as the total anount of the 
institution's capital contributions to its ~und bears to the 
sum of the institution's capital contributions and the Federal 
capital contributions to such Fund (usually ten percent) . 
Re;imburserrents to the institution for arrounts cancelled 
on Defense Loans &0 not have to be deposited to the Fund and 
may be used at the discretion of the institution. 

Direct Loans 

--on loans made after June 30, 1972, the Carmissioner will pay 
to each institution for deposit into its Fund, for each award 
period, an am:>unt equal to the anount of principal and interest. 
thereon, which has been cancelled fran its Fund 
for such year for teaching, mili ta:ry, or Head Start service. 
No reirnburserrent shall be made to the inst.itution for cancella
tions due to de::l.th, disability, or bankruptcy. All such 
reirnburserrents (payrrents) to the institution by the Ccmnissioner 
for cancellations under Direct Loans must be deposited to the 
institutiort's National Direct Student Loan Fund. 

--Detenmne that the anount :received from OE for loan 
cancellations on Direct Loans has been properly and 
tirrely deposited into the NDSL Fund. 

3.41 ASSIGNMENT OF NOI'ES 

Objectives 

To test the institution's procedures for assigning defaulted loans to 
the United States for collections. 

References 

o 45 CFR 144.8(d) (e) - Institutional agreement 

o 45 CF'R 144.2 (v) - Definitions - "In Default" 
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General Audit Procedures 

o .In those situations where a note or written agreem:nt evidenciDfJ 
a loan has been in default for at least two years despite due 
diligence on the part of the institution making collections, 
the institution may assign its right under such note or 
agreerrent to the United. States, without recanpense, and 
that any sums collected. on such a loan shall be deposited in the 
General Fund. of the U. S. Treasury. In order to rrake an assi917m:mt 
of a defaulted note, the institution must be able to satisfac1:orily 
denonstrate due diligence in its collection efforts such as 
systenatic billings, use of skip trace, and use of a collecti.on 
agency or other carp3Iable institutional collection procedurE';s. 
Select a representative sample of defaulted loans assigned UJ 
the United states and determine if the institution: 

,..-perforrred due diligence in its COllection efforts, See 
Section 3.37 of this guide, 

.... -determined that the notes have been in default at least 
two years. 

o Detennine that the institution has sul::mitted to the Caumissioner 
at least twice during the year a report showing the tobal number 
of NDSL loans which are in default; Reference Section 144.8 (e) • 
The semi-armual report is titled "Report on Defaulted Loans", 
OE Form 574. 

3.42 LOANS 'ill INSTI'IUTIONS 

Objective 

To detenrcine that the institution is current in its payrrents of principal 
and ini:erest on its loan fran the Ccmnissioner of Education. 

References 

o 45 CFR 144.61 - Institutional loans 

o Subpart E - wans to Institutions for Instit.:utional Capital 
Contributions 

General Audit Procedures 

o The Commissioner of Educationrnay make a loan to a participating 
institution for the purpose of assisting that institution in 
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f:inanc:ing its "institutional capital contriliutions" (one··n:inth 
of the Federal capital contriliution) to its m'1d . 

--:At those institutions who have an :institutional loan, review 
the document for repayment provisions and determine whether 
the institution is current in its payments of principal and 
:interest. 

--If payrrents are :in arrears, detennine if BSFA has been 
notified and the proper deferral arrangements have been ~de. 

3.43 EXCESS CASH BALANCE - NDSL FUND 

Objective 

To determine that the :institution has not accumulated :in its Loan Fund 
unnecessary cash balances. 

References 

o 45 CFR 144.4(c) - Payment 

General Audit Procedures 

o Payments of the Federal capital contriliutions will be made in 
such installments as the Commissioner detennines will not result 
:in unnecessary accumulations of capital :in the Ftmd. 
The auditors must exercise professional judgrrent in this area 
because guidelines do not currer.tly exist as to what is considered 
excess cash. Sorre of the factors to take :into consideration 
are: 

--Review of institution's procedures for evaluating their estimate 
of capital needed to operate the NDSL Program. 

--Effectiveness of the system used to identify and control the 
aITOllllt of cash in the NDSL Ftmd. 

--Whether the cash drawn fran DFAFS for the NDSL Flllld exceeds 
the current fund:ing requirements on loans made. 

--Whether the collections on outstanding loans are sufficient 
to meet the CUl::rent year fllllding requireIrents. 

--Utilization of cash in the Flllldi is it being invested :in 
interest producing securities and/or does manag61TeI1t have a 
definite plan for utilization of the cash funds. 

--Explanation provided to the Office of Education on the annual 
application fonn as to need for the excess cash balance and 
its planned disposition. 
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o Tb assist the Office of Education in controlling the amount of 
cash on hand at the institution, prepare and sutrnit as a supplerrentary 
schedule in the audit report a "cash flOW' analysis." A suggested 
fonnat is provided. SEE SCHEDULE 3. 

COMPLIANCE - COLLEGE WJRK-STUDY P:RCX;RAM 

3.44 ELIGIBI.LITY AND SE:LI!CTION OF STUDENTS 

Objective 

To test the institution's system for determining student eligibility and 
selection of students to participate in the CWS Program. 

References 

o 45 CFR 175.9 - Eligibility and selection of students 

General Audit Procedures 

o 

o 

Review the institution's system for determining student eligibility 
for part-tine errlployrcent. This system should provide for the 
institution's review of all CWS student applications to insure 
(1) conformance with applicable eligibility requirerrents discussed 
in Section 175.9; (2) that students' applications are carplete 
to the rnaxi.rrn..lm extent possible; and (3) that the infonnation on 
the application was consistent with other grant or loan data on 
file at the institution, and the student was provided an opportunity 
t.o explain and/or rectify any apparent discrepancies when disclosed. 

Review selected students' application fonne to determine whether 
the application form provided sufficient information on the 
financial need of the student in relation to hisjher source 
of inccne. 

From the records supporting the selected applications ascertain 
that the institution made a determination that: 

--the student is or intends to became a u.S. citizen; 

--the student is capable, in the opinion of the institution, 
of naintaining good standing while being employed under the 
prcx;rami 

--the stUdent has been accepted for enrolJment at the institution 
on at least a half-tine basis or I in the case of a student 
already enrolled in and attending the institution, is in gcx::d 
standing and is in attendance on at least a half-tine basis 
either as an undergraduate, graduate, or professional student; 
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--the student is in need of employ:rrent in order to pursue a 

course of study at the institution; 

--the sturitent has executed and signed 'Ji.1 affidavit of educational 
purpose; 

--was admitted as a regular student with a certificate of graduation 
fran a school providing secQn::lary education, or the equivalent 
of such a certificate, Reference Section 175.9 (b) - applies to 
Vocational Schools only; 

·--was enrolled i..."1 i;l. program of education or training mich 
required at least. 6 rronths to canplete and which was designed 
to prepare the student for gain£ul employrrent in a recognized 
occupation, Reference Seetion 175. (b) (2) - applies to Vocational 
3Ghools only. 

o Detennine whether there is an effective procedure for giving 
preference for ernployrrent under the CWS Program to students 
with the greatest fin~"1cial 00(:rl, Refere."1ce Section 175.9 (b). 

3 ., 45 DEVEIDPMENT OF JOBS 

Objective 

To test the institution's policies and procedures for determ.i.ning 
employrrent opportunities urrler the CWS Program. 

References 

o 45 CFR 175.16 - Program elig.:ibility 

General Audit Procedures 

o Detennine whether the ins;titution has written agrearents with 

o 

any off-campus organizations to mich College Work-Study students 
have been assigned~ Dete1:mine that the off-campus agency 
qualifies as a participating organization in that it is a 
private non-profit organization or Federal, state or local 
public agency; am the wort- required is related to the 
public interest; References Sections 175.16(a) (1) (4) and 175.16 (c) (1). 

On. proprietary institutions of higher education, detennine that 
CWS students are not being paid for \\Urk for the institution 
itself; Reference Section 175.16 (a) (1). For purposes of this 
requirement, a proprietary institution also includes any non
profit organization owned or controlled by the proprietary 
institution or by the corporation, association, partnership or 
individual mich owns or controls the proprietary institution. 
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o 

o 

Determine by inquiry whethE"I the institution has established 
procedures to determine that work performed by the students: 

--is responsibly supervised; 

--·did not involve any partisan or nonpartisan political 
activity associated with a candidate, or contending faction 
or group, :in an election for public or party office; 

--will not result in displaceIrent of employed persons, the 
:i.rrq?airnent of existing contracts for services, nor the filling 
of positions that are vaccu,t because the employer's regular 
employees are on strike; 

--will not involve any lobbying at the Ferleral level; and 

--will not :involve the construction, operation, or ma.:intenance 
of so much of any facility as is userl or is to be used for 
sectarian instruction or as a place of religious worship. 

Under the terms of agreerrent between OE and the institution r 
the institution agrees to ma.intain any contracts for services 
and not have these services performed by students employed under 
the CWS Program. The institution also agrees not to displace 
regular employees with students employed under the CWS Program. 

Determine whether contracts for services were in existence 
for the year irrrrediately preC/;rling the year the CWSP agreerrent 
becarre effective at the :institution ,and reterrnine Whether: 

--the contracts were still operative, or if not operative, 

--the services were not nON being perforrred by students employed 
under the College Work-Study Program. 

Determine by :inquiry or other appropriate rreans that regular 
employees have not been displaced by students employerl under the 
College Work-Study Program. 

If an institution is engagoo in profit making activities such 
as the operation or rental of athletic fields, auditoriums, 
theaters, and the performance of administrative functions in 
connection therewith; determine that the CWS employment is 
lind.ted to that part of the operation which applies to events 
which are conducted as part of the educational, cultural or 
athletic programs of the institution itself. All other work 
under profit-making activities are not allowable under CWSi 
Reference Section 175.16 (3) . 
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3.46 STUDENr COMPENSATION EARNED 

~ Objective 

To test the institution's system for payment of salary and wages to CWS 
students. 

References 

o 

o 

o 

o 

o 

o 

45 CFR 175.18 - Establishment of wage rates 

45 CFR 175.19 - Limitations orl the number of hours of employment 

45 CFR 175.20 - Earnings attributable to cost of education 

45 CFR 175.21 - Payments to students 

45 CFR 175.22 - Limitations on the Federal share of student 
canpensation 

45 CFR 175.28 (b) - Records and reporting 

General Audit Procedures 

o Detennine if the institution had on file a written docurrent 

o 

which is signed by the student indicating acceptance of ernployrrent 
and receipt of notice of authorized limit of Work-Study Award. 
The document should contain the following: 

--nature and source of other student financial aid, 

--condition of errployrrent is that the student maintains goa:1 
standing in the course of study he/she is pursuing and carries an 
academic workload sufficient to qualify him/her as at least a 
half time student during the academic year, Reference Section 
l75.2l(c). This docurrent shall be on file before any payments 
are made. 

Select a representative sample of payroll disbursements and 
. perfonn the foll 0','ling audit steps: 

--Detenn.ine whether the followmg records are b=ing maintained 
by the institution for the payroll account: 

a. a time record fonn, 

b. a pay;J.ull voucher fo:rm, 

.c. an individual earnings record or master card for each 
student, 

d. a non-cash contribution record, if applicable. 

(55) 



--Determ:inewhether individual earnings records agree with the 
aroounts shown on W-2's. 

--Determine that the total amount paid did not exceed the amount 
authorized in the student's grant award. 

--Determine whether the payrrents were properly supported by t.irre 
sheets that: 

a. were signed by the stude.nt and. certified by the 
responsible official, 

b. reflect the actual hours worked by the student, 

(Note: The CWS student cannot be corrpensated for such. 
i terns as paid sick leave, vacation pay, holiday pay, or 
travel for athletic purposes. If the tine sheets consistently 
show the maximum hours authori2;ed, the auditor should 
inquire about the institution I s policy relating to ·the 
payment for sick leave, vacation pay, etc.) . 

--Determine the manner in '..rrLi.ch CWS checks are distributed 
to recipients. In any instances in which the checks are not 
distributed or mailed direct but are given to a depa.rtIrent 
(athletic, art, etc.) for further distribution to the 
recipient: 

a. determine how the depa.rtIrent IIEkes such distribnti..on. 

b. ~e cancelled checks to determine mether the depa.rt:mant 
(athletic, art, etc.) is shown as a second endorserrent. 
If so, detemline the reason. (Note: The auditor should 
be alert for any unusual second endorsEID2Ilts \'hlch cane to 
his attention and satisfy himself/herself that they are 
not improper.) . 

--Determine whether the individual earnings record for each 
student selected reflects: 

a. the proper hourly rate ·to be paid, Reference Section 
175.18; 

b. the hours ~rked and. paid under the WOrk-Study program 
were within the limitations, i.e., no nore than 40 hours 
per week during periods when classes are not in session, 
Reference Section 175.19; 

c. the deductions were properly and correctly canputed (such 
as withholding taxes, state and local taxes, FICA, etc.). 

(56) 



• 
(Note: Neither the Federal nor the required matching 
funds can be used to pay the employer's contribution to 
retirerrent,. v.1Orkrren' s canpensation, social security or any 
welfare or insurance program, Reference Section 175.22.) 

--Determine whether the checks evidencing payrrent of wages were: 

a. paid to students at least once a rronth, 

b. identified to the CW'S Program (if no separate checking 
account is maintained) , 

c. made out to the individual student employee, 

d. signed 17.1 the properly designated official of the institution, 

e. endorsed by the indicated payee, 

f. for the sane arrount reflected on the payroll voucher. 

(Note: If cancelled checks are not available, other 
acceptable proof of payment should be on file, Reference 
Section 175. 21 (b) .) 

--when the payroll disbursements to students are TIEde by 
the off-campus agency, detennine that the institution 
receives docurrentation to support the payrrents - tirre 
reports, supervisor's certification and J;i1otographic 
copies of cancelled checks. 

--w'ben considered necessary attend a payroll payoff and 
observe the controls in payroll disburserent pr0ce6.ures. 

--Review thetirre sheets showing dates and hours v.1Orked with the 
student's class schedule, and if an athlete, his/her practice 
schedule. If there is a conflict bet-ween the two tilre periods 
and the matter is significant and c;:mnot be explained in a 
satisfactory marmer, contact the appropriate Regional Audit 
Director. 

o Ascertain whether the institution detennined that the student 
net the follOW'ing requirenents prior to disbursing the ·0.,J8 
payments. 

--Is maintaining satisfactory progress in the course of study 
he/she is pursuing, according to the standards and practices 
of the institution that the student is attendi.Tlg; 

--Is not in default on any loan made fran a student loan fund 
at the institution or on a loan made, insured, or guaranteed 
under the Guaranteed Student Loan Program for attendance at 
the institution; and 
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--Does not owe a refund on Basic Grants previously received for 
attendance at the institution, the Supplemental Educational • 
Opportunity Grants Program, or the State Student Incentive 
Grant Program. (See Appendix J, Proposed Regulations) 

(Note: If the institution is not in compliance with the 
above requirere:nts the payxrent to the students must be made 
from institutional 'funds rather than CWS funds). 

9 Obtain confirmation of student participation and salary earned 
in the CWS Program by direct cCIlTlUlIlication with the off-campus 
agencies curl on-campus supervisors. Where this is not practicable 
the auditor should perfonn additional ~rk to obtain adequate 
evidence to satisfy himself/herself as to student participation 
and salary earned at the off-campus agencies. 

o Coopare the payroll voucher totals with the general ledger 
control acc...·cmnt. lmy differences should be reconciled and 
explained. 

SUPPLEMENI'AL EDUCATIONAL OPPORlUNITY GRANTS PROGRAM 

3.47 ELIGIBILITY OF SEDG REr::IPIENTS 

Objective 

TO test the institution's systenl for determining student eligibility for 
SEOG awards. 

References 

o 45 CFR 176.9 - Student eligibility 

o 45 CFR 176.10 ...; Duration of student eligibility 

o 45 CPR 176.2(r) - Definitions - Proprietary institution 

General Audit Procedures 

o Review the institution r s system for detennining student 
eligibility for an SEX)G award. This systen1 should provide for 
the lllStitution' s review of all SECG applications to insure 
(1) confo:rnence with applicable eligibility requirere:nts discussed 
in Section 176.9; (2) that student applications are complete to 
the rraxi.rnum extent possible; and (3) that the infomation on the 
application was consistent with other grant or loan data on file 
at the institution and the student v.'aS provided an opportunity 
to explain or rectify any apparent discrepancies when disclosed. 
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o Review selected students' application fonns to detennine 

whether the application fonn and supporting records provided 
sufficient information for the institution to determine that: 

--the student is or intends to becane a u.s. citizen; 

--the student shows evidence of academic or creative pranise 
and is capable, in the opinion of the institution, of maintaining 
good standing in his/her course of study (derronstrated by 
acceptance for study at the institution); 

--the student is an undergraduate; 

--the student has been accepted for enrolJ.Irent as at least a 
half-tine undergraduate student at the institution or, in the 
case of an undergraduate student already attending the institution, 
is enrolled on at least a half-time basis; 

--the student is of exceptional financial need; Reference 
section 176.9(c) (1); 

--the student has executed and signed an affidavit of educational 
purpose; 

--the student was admitted as a regular student with a certificate of 
graduation from a school providing secondary education, or 
the equivalent of such a certificate, Reference Section 176.2 (r), 
applies to proprietary institutions only; 

--the student was enrolled in a program of education or training which 
required at least 6 rronths to CClItplete and which was designed. 
to prepare the student for gainful employment in a recognized 
occupation, ReferL '2 Section 176.2 (r), applies to proprietary 
institutions only; 

--the student has not exceeded the number of years during which 
he/she may receive an SEOG award; normally such period may not 
exceed a total of four academic years. Exceptions are; 

a. program of study is designed to extend over five academic 
years; and 

b. s}?ecial circumstances; handled on an individual exception 
basis. 
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3.48 DErERMINl\.TICN AND IXCUMENTATlOO OF SI0CX3 AWARDS 

Objective 

Tb test the institution's system for awarding SEOG grants to students. 

References 

45 CFR 176.16 - Am:Junt of grant 

45 CFR 176.17 - Payment of grant 

45 CFR 176.11 - Cost of education 

45 CFR 176.12 - Expected family oontr~,~ion 

45 CPR 176.13 - Approved need analysis systems 

General Audit Procedures 

o Select a representative sample of SEro awards and the records 
supporting the determination of the SI0CX3 arrount at1.d ascertain 
that the institution did make a determination, or verified 
an outside service center determination e. g. Arrerican College 
Testing Service, in sequence, of the following: 

--Cost of attending the institution of higher education, 
Reference Section 176.11; 

--Total family contribution, Reference Section 176.12; 

--Total student contribution, 

--Financial need of the student, 

--The SuWlerrenta1 Educational Opportunity Grant ani>unt 
and matching arromt of aid provided by the institution. 

o For the sample selected for review determine if the institution's 
records indicate that: 

--The institution notified the student of the grants 
and that each source of matching funds was idf>.ntified, 
Reference Section 176.17; 

--The student acknowledged his/her acceptance of the financial 
aid package, Reference Section 176.17 i 

--The individual SI0CX3 awards have teen matched only with eligible 
funds in the pro~,,,;;,' arrounts. The institution is required to 
rrake available tL,:he student fran other sources of student 
financial aid funds an arrount equal to the SI0CX3 award, 
Reference Section 176.16 (a) (c); 
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(Note: The proper matching of SEOO awards should be made on 
an individual by irrlividual basis, instead of on a collective 
basis for all awards under the SEOO Program.) 

--The SEOO award did not exceed $1,500 or 50% of the total 
arrount of financial aid awarded to the student for an 
academic year. 

--The student did not receive in the aggregate an arrount in 
excess of the max:i.mum limitations: 

a. $4,000 - four year students, 

b. $5,000 - five year students; 

(Note: The duration Qf eligibility and the rrax.im.nn aggregate 
award apply to all students pursuing an undergraduate course 
of study at one or more institutions. This necessitates 
maintaining cumL1.1ati ve records on all SECX; recipients at a 
given institution and obtaining a financial aid disbursetent 
history, such as a financial aid transcript, fran all institutions 
of prior attendance for students transferring to an institution 
who make applications for an SEOO.) 

The minimum SrOG award permitted for an academic year is $200. 
Select all SEa3 awards of less than $200 and determine whether 
these3.wards were for a tine period of less than an academic 
year. Any awards fran Federal SECX; furrls in art arrount less 
than $200 for an academic year or equivalent must be treated 
as an institutional award and the institution must restore to 
the SEOO account an arrount equal to the SECX; funds :improperly 
awarded. 

3.49 DISBURSEMENTS TO STODENT3 

Objective 

To test the institution1s system for payments to SEOO recipients. 

References 

45 CFR 176.17 - Payment of grant 

45 CFR 176.16 - AIrount of grant 

General Audit Procedures 

o Determine if the institution had on file a written decurrent 
which is signed by the student, indicating acceptance of the 
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grant and notice of the arrount of the grant, along with the fact 
that such arrount may not exceed 50 percent of the total student 
financial aid made available to hirn/her through the institution. 
The document shall contain the follCMing: 

--nature a.rrl source of other student financial aid funds; 

--condition of grant is that the recipient maintains satisfactory 
progress in the course of study he/she is pursuing and carries 
an academic workload sufficient to qualify h.im;her as at 
least a half-time student during the academic year. 

Tnis document shall be 011 file before the initial payrrent of 
an SEXX; award is made; Reference Section 176.17 (b). 

select a representative semple of disbursements to students-
initial and continuing--and detennine Whether: 

~-individual student ledger cards or other records are maintained 
and reflect: 

a. the arrount of the awards (see Section 176.16), 

b" the arrount and date of disbursanent~\ to the student, 

(,Note: No disbursenents can be made prior to official 
attendance at the institution.) 

c. current enrollment status. 

--disburserIEIlts were supported by checks Which were: 

a. identified to the SEOO Program (if no separate checking 
account is maintained) , 

b. made out to and endorsed by" the individual student, 

(Note: The auditor should 00 alert for any unusual 
second endorsements Which CCXtE to his/her attention and 
satisfy himself/herself that they are not improper.) 

c. for the sanE arrnunts reflected as disbursements. 

(Note: Institutions can apply disbursements to student's 
records. If this is done, a signed acknowledgrrent or 
other evidence that the amount has been properly credited 
should be on file). 
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--on payrrents other than direct disbursem?..nts to students 
determine that an acknowledgrrent by the student or other 
evidence is on file. 

Determine that the institution made payments to the SEOO 
recipients in equal amounts (rounded to nearest dollar - at 
least once at the beginning of each serrester, 'trimester, or 
quarter if such an academic unit was used. If the institu>cion 
was not utilizing such academic periods, deterrnine that payrrents 
were made in equal arrounts not less than twice during the portion 
of the school year which falls wi thin the academic year--one 
payment at the beginning and the other at the midpoint. 

Determine whether the institution is in compliance with the 
provisions of 45 CFR 176.17 (c) wherein the institution does not 
make payrrent of SECG flmds unless the institution detennines 
that the SEOO recipient: 

--Is maintaining satisfactory progress in the course of study 
he/she is pursuing, according to the standards a..'1d practices 
of the institution at which the student is in attendance; 

--Is not in default on any loa~ made from a student loan fund at 
the institution or on a loan made, insured, or guaranteed 
under the Guaranteed Student Loan Program for attendance at 
the institution; and 

--Does not owe a refund on Basic Grants previously received for 
attendance at the institution, the Supplemental Educational 
Opportunity Grants Program, or the State Student Incentive 
Grant Program. (See Appendix J, Proposed Regulations--May 15, 1978). 

--Continues to be of exceptional financial need; and 

--Is carrying al1 academic workload sufficient to qualify him/her 
as at least a half-tirne student during the academic year. 

Compare the totals of disbursements with the general ledger 
control accounts. Any differences should be reconciled and 
explained. 
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3.5 EXIT CCl'WERENCE 

Urx>n carpletion of the field work, the auditor must hold a closing or 
exit conference with senior officials of the institution. Any audit 
findings and recormendations, in either the financial or canpliance 
area.s, must be fully discussed. 

The exit conference gives the auditor an opportunity to obtain conm:mts 
on the accuracy and cOITq?leteness of the facts presented ani the conclusions 
reached. This conference also serves to provide institutional officials 
with advance information as a basis fC1r initiating corrective action 
without waiting for the final audit report. Whenever possible, the 
concurrence or the reasOns for nonconcurrence by the institution "Should 
be obtained and incorporated in the report. InfoIn'la.tion OIi-ahy correct~ve 
~sures taken or premised to be taken by the institution should~so be 
lllcluded in the appropriate sections ofth~rep?rturider a caption 
" Institution's CanrCEl1.ts. II -

The audit working papers should contain the nama of the auditor(s) who 
conducted the exit conference; the P.art'eS and ]?Oe>ition.s of institutional 
officials with whan the exit conference was heIdi deta.ils of the discussions, 
and reccrcm:mdatio:t1s of the institutional officials. 

3 • 6 REPOrrrrm REQUIREMENI'S 

The final audit rerx>rt will be issued to the institution's Board of 
Directors and/or President, as appropriate. TOO required fonnat for 
this report is shown in Section 3.8 of this guide. Although not 
indicated in the report fo:rmat f please include the folla"ing in 
the report: 

1. The complete nane and address, including the zip cOOe, 
of the party to whan the report is directed and an 
appropriate salutation. 

2. Your own carrplete address, including the zip cOOe, 
and your area cOOe and telephone number. 

3. If the addressee is not the institution identified in 
the latest HEW award dOCl.lITent for the periOO audited 
as the grantee which happens in a change of ownership 
or other type of reorganizations, the "l:ackground" section 
of the repOrt should include the narre and address of the 
grantee as shown in the award dOCl.ll1'El1t. 

If they are the same but there has been a change in the 
current :nane and/or address, the background data should 
include a reference disclosing the original name and/or 
address. 
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4. Signatures covering the reI?Ort on the financial staterrents 

and supplemental schedules and on the reI?Ort on the 
internal accounting and administrative control and canpliance 
information. 

In accordance with the principles of the Freedan of Information Act 
(Public Law 90-23), HEW Audit Agency reI?Orts issued to the Depart:rcent \s 
grantees and contractors are made available, if requested, to II.'1a1I1:ers of 
the press and general public, to the extent infoDlliition contained therein 
is not subject to exemptions in the Act, which the Departrrent chooses to
exercise--(Section 5.71 of the Department's Public Information Regulation, 
dated August 1974, as revised) . Accordingly, names, Social Security Numbers 
and other personal identifiers should not be included in either the lxxly of 
the audit report or attached schedules. Non-Federal audit reports 
processed through the Agency IS audit control system are subject to these 
same principles. 

3.7 REPORI' DISTRIBUTION 

The audit report on the student aid programs should be issued not later 
than 180 days after the end of the program year (which nonnally ends 
June 30) unless special circumstances warrant an extension of the issuances 
date. If an extension of tiIrra is needed, the Division of Certification 
and Program Review, OE Headquarters, should be advised and provided with 
a revised target date for submission of the final audit report. 

If the audit of the institution's BECG Program was conducted along with 
the review of the campus base programs, the results of the BEX:G audit 
may be incorporated in this report. The audit guide for the BEDG PI.'Ogram 
is dated June 1978. 

The auditor shall transmit thirteen (13) copies of the final audit 
report directly to the appropriate HEW Regional Audit Director. (See 
Appendix A.) The independent audit finn also will provide the institution 
with a minimum of two (2) copies of the final audit report. 

3.8 REPORT FDRMAT 

All audit reports should include a cover page, table of contents, 
exhibits am schedules, and narrative sections as necessary. The cover 
page should ShCM: 

Name of Institution 
City and State 
Title of Report 
Entity Identification Number 
Period Covered by Audit 
Date of Report 
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CONTENTS 

The table of contents should set forth the major sections of the report • 
with their respective page m:.:mbers. The table of contents will be 
arranged into five parts as folICMS; 

Introduction 

Background 
Scope of Aurli t 

Highlights of Audit Results 

Financial 

Auditor's Report on Financial Statements and Scrledules 
Exhibits and Schedules 
Findings and Recc:mrendations - Financial 

Internal Accounting am Administrative Controls and Canpliance 

Auditor's Conclusions on Internal Accounting and Administrative 
Controls and Compliance 

Findings and Recamendations - Internal Accounting and 
Administrative Controls and. Canpliance 

Prior Audit RefX?rts 

PARI' I - INTroOOcrION 

Background 

The :introductory section of the report is designed to provide a general 
description of the institution arrl the programs. The background section 
enables the reader to put :into perspective the scope of audit and high-
lights of audit results sections. 

Background :infonnation generally :includes stateroonts on the nature, 
authority, purpose, size, and organization of the institution and the 
program(s). In addition, this section should include very brief infonnation 
as to the other Federal and non-Federal student f:inancial aid programs 
administered by the institution. Infonnation relating to each program 
should :include the following: 

NDSLP - the date the NDSL Fund was established; 
the cumulative arcount loaned and the number of students 
extended loans; percentage of total loai1s in Default, and 
the period covered by the audit. 
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CWSP - the date the CWSP was established; 

the Federal and institutional Share of compensation 
to students under the program during the fiscal year; 
the total number of studE>~ts participating in the 
program during the fiscal year; and the period covered by 
the audit. 

SEOGP - the date the SIDG Program was established; 
the total arrount of grants awarde<l to students under the 
program during the fiscal year; 
the total number of students participating in the program; 
the period covered by the audit. 

BEDGP - the date the BEDG Program was established at the institution; 
total anount of program funds authorized and expended for 
the period under audit; and 
total number of BEDG recipients during this period. 

An illustrative background section follCMS: 

Background 

The (Institution I s name) is an institution of higher education and 
was approved on November 1965, by the Office of Education for participation 
in the student Financial Aid Programs. Our examination of the National 
Direct Student Loan Program, College Work-Study Program and Supplerrental 
Educational Opportunity Grants Program of the The 1.'YZ University, for 
the year ended June 30, 1978, was directed tCMard the obj6~tives set 
forth in the audit guide dated July 1978, prepared Uy the Departrrent of 
Health, Education, and Welfare. 

National Direct Student Loan (NDSL) Program: 

On February 4, 1967, the University entered into an agreerrent to establish 
a ~1{)SL Program under the National Defense Education Act of 1958 Which 
was transferred .in 1972 to Part E of Title N of the Higher Education 
Act of 1965. The records of the institution indicate that loans aggregating 
$1,788,273 have been made to 909 students since the establishment of 
the program at the University. At June 30, 1978, approximately 24.3% 
of student loans receivable in repayment status YI.'ere in default, ranging 
from 121 days to over 7 years past due. . 
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College Work-study (CWS) Program: 

On January 14, 1966: the' University established the CW'S Program pursuant • 
to Title IV, Part C, of the Higher Education Act of 1965, as arrended. 
During the year ended June 30, 1978, 126 students participated in the 
program and expenditures for wages aggregated $48,800 frau Federal 
Funds, $10,200 from University Funds, and $2,000 from off campus agencies. 
The authorization award letter to the University for the academic year 
1977-78 was in the anount of $60,000. 

Supplemental Educational Opportunity Grants (SEDG) Program: 

The SEOO Program was established at the University on January 14, 1966, 
under Title IV, Part A, of the Higher Education Act of 1965, as arrended. 
During the year ended June 30, 1977, 20 students participated in the 
program and awards made fran Federal Funds aggregated $17,000. The 
authorization award letter to the Ur.iversity for the academic year 1977-
78 was in the anount of $18,420. 

!3asic Educational Opportuni~X Grant (BEDG) Pr09Eam: 

The University entered into an agree-rent with the Office of Education in 
July 1975 to participate in the Basic Educational Opportunity Grant 
(BEXJG) Program. This program provides eligible students with a foundation 
of financial aid to help defray the costs of postsecorrlar.y education. 
Program ftmds in the anount of $26,500 were authorized for the academic 
year 1977-78. During this period $24,000 was expended for Basic Grant 
awards to forty full-t:i.ne and five part-time students. 

The university officials responsible for overall administration of the 
programs are the Treasurer and the Director of Student Financial Aid. 

The Financial Aid Office is responsible for application processmg and 
loan approvals, as well as the school's corrpliance with the various u. S. 
Office of Education regulations governing the school's participation in 
Federal and state student financial aid programs. 

The Treasurer's Office is responsible for the program's financial rranagenent, 
general ledger accounting, payrrents, collections, and quarterly financial 
re};X)rts of the Loan Fund. 

During the audit period the institution received other student financial 
aid funds including $32,000 fran the state for the State Student Incentive 
Grant Program and $150,000 frau private scholarship programs. 

Scope of Audit 

This section should explail':t clearly the scope and objectives of the 
audit. While the scope section must be tailored for each report the 
following characteristics are generally present: 
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1. A specific statement concerning the conduct of the audit in 

accordance with the financial and compliance elements of the 
Standards for Audits Of GovernrnerttalOrganizations,Programs, 
Activities & Functions issued. by the U.S. Canptroller General 
in June 1972 (1974 reprint) and with this audit guide. 

2. Clear and precise state:rrents of the specific audit objectives, 
with sufficient information to enable the reader to ascertain 
the nature of the audit work canpleted. 

3. Statsrents concerning the places at which the audit wa.s conducted. 

4. Qualifying or limiting remarks, if need.ed, to avoid unwarranted 
inferences concerning the scope and purpose of the audit and to 
call attention to deviations frau the areas of audit coverage 
specified in Chapter 3 of this guide. 

The HEW Audit Agency recognizes that SClI'l'e of the information included in 
the scope section will also be in the "Auditor's Report on Financial 
Staterrents. " However, we have concluded that it is necessary to include 
the information in both places in order to clearly present the scope and 
purpose of the audit and to avoid unwarranted inferences" . 

An illustrative example of a scope section foll(MS: 

OUr audit of the National Direct Student Loan Prog-.cam, College 
Work-Study Program and Supplerrental Educational Opportunity Grants 
Program was perfonred in accordance with the financial and canpliance 
elerrents of the "Standards for Audit of Governmental Organizations, 
Programs , Activities and Functions" issued by the Cauptro11er 
General in June 1972 (1974 reprint) and the audit guide prescribed 
by the Department of Health, Education and Welfare dated July 1978. 
The purpose of the audit 'VIaS to fonnulate an opinion on the basic 
financial state:rrents taken as a whole and to detennine if these 
programs were administered in accordance with applicable laws, 
regulations, terms of agreerrents, and OE directives which are 
set fort.h in the audit guide. 

The audit included: 

1. Expressing an opinion on the Balance Sheets, related 
Stat:errent of Changes of Fund Balances, and supplementary 
schedules. 

2. Evaluation of the institution's policies, procedures, and 
practices used to administer the program. 

3. Determination of canpliance with applicable sections of the 
acts, related Federal regulations, and Office of Education 
policies and procedures. 
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4. Evaluation of the institution' s systems of internal control, 
accounting, and reporting, and the controls maintained in the 
operation of and accounting for the funds provided for the 
programs. 

5. Reconci+iation of the infonnation reported on the appropriate 
financiCl-l staterrents, with OE Fonns 1152--2, 1152-3, and 1152-4 
for the year (or years) audited. 

As part of our audit w= obtained confinnatian fran selected students 
on SEDG awards, students participating in the CWS Program anq 
student NDSL loan 1:alances. We mailed out 211 requests for confiJ:mations 
to students participating in the campus base programs. 'l'his is 
about 20% of the total number of stud~1ts receiving student ~id 
funds. We received 150 confirmations back fran the students of 
which 125 were correct and 25 responses indicated they were not 
in agreenent. The majority of the 25 noted differe.T'lCes ytere due to 
1:in'e lapses between payments and I;X)sting of payments. Fifty of the 
confinnations were not returned by the students and the b?tlance of 
+1 were returned by the Post Office with the notation l'IIV?ved, left 
po forwarding address 11 . 

The audit covered the period through C111d field 
~rk was perfo:t:TIEd during the period through at 
the institution r s business and student financial aid offices. 

PART II - HIGHLIGHTS OF AUDIT RESULTS 

This section contains a concise surcroary of (i) significant au,git findings; 
(ii) the auditor's reca:mrendations for irnproverrenti and (iii), the institution's 
resrx>nse to the findings. The highlights section is particulprly. useful 
to those readers who desire a quick, clear synopsis of the audit results. 

An illustrative highlights section follows: 

Our unqualified opinion on th.e basic financial statements appears 
elsewhere in this report. (Note: Wording should be rurended if a 
qualified opinion has been rendered.) During our audit nothing 
carne to our attention which caused us to believe 'I:1.'1qt the 
(Institution's narre) had not generally admi.nistered its student 
aid prog-rams (avS, SECG and NDSL) in accordance with the DHEW 
Federal regulations and directives cited in the HEW Audit Guide 
for the NDSL, CWS and SEDG prog-rams. Hcwever, certain areas of 
the institution's management of student aid programs were in need 
of :i.rnprovement, specifically, (1) the accounting system did not 
provide adequate financial data to ensure that institutipnal contributions 
for the CWS Program were made properly on a ti.rrely basis, and (2) 
improvement is needed in the process concerned with collection of 
arrounts on loans made under the NDSL Program. These matters are 
discussed nore fully under the 11Findings and Recamendations 11 
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section of this report, see pages through . OUr opinion on 
the financial stateIrents and schedules, is on page The 
institution agreed to improve its accounting prc:x:::edures on 
institutional matching and collection procedures on NDSL loans. 

PART III - FINANCIAL 

Auditor's Report on Financial Staterrents 

Single Grant Peria:l 

An illustrative example of an unqualified auditor's report on a single 
grant peria:l fo11CMS: 

We have examined the balance sheets of the National Direct 
Student Loan (NDSL) , College Work-Study (CWS), and Supp1errenta1 
Educational Opportunity Grants (SEDG) Programs of XYZ Univ~xsity 
as of June 30, 19 , and the related statements of changes in 
fund balances for &e year then ended. Our examination was made 
in accordance with the financial and compliance e1errents of the 
Standards for Audits of Governmental Organizations, Programs, 
Acti vi ties & Functions, issued by the U. S. Canptroller General 
in 1972 (1974 reprint). Accordingly, we conducted such tests 
of the accounting records and such other auditing procedures 
as we considered necessary in the cirClllllStances. 
The Guide for Audits of NDSL, CWS and SEDG Programs, 
Depax-trrent of Health, Education, and Welfare, dated July 1978 
was used as a guide in the examination. 

In our opinion, the afora~ntioned financial statements present 
fairly the financial position of the NDSL, CWS, and SEOG Programs 
at XYZ University at June 30, 19 , and the changes in their fund 
balances for the year then ended-;-in conformity with generally 
accepted accounting principles applied on a basis consistent with 
th3.t of the preceding year. 

The~ examination referred to aOOve was directed primarily toward 
fo:r:mulating an opinion on the aforementioned financial staterrents 
as of and for the year ended June 30, 19 taken as a mole. The 
supplementary data included in Schedules-r through 4 are presented 
for supplementary analysis purposes and are not necessary for a 
fair presentation of the financial position as of June 30, 19 and 
the changes in fund balances for the year then ended. The -
supplerrentary data included in Schedules 1 through 4, [except where 
othenr.i.se indicated], have be€'n subjected to the auditing procedures 
applied in the exa:mina,tion of the basic financial statements and, 
in our opinion, are stated fairly in all material respects only 
'(,.men considered in conjunction with the financial statements of 
the NDSL, CWS and SECX; programs taken as a mole. 
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Notes to Financial Statem=nts 
for the Year Ended "June 30,19--

1. Surrmary of Significant Accounting Policies: 

The financial statenents of the NDSL, CWS, and SECG Programs at the 
University have beP..n prepared in accordance with generally accepted 
accounting Principles and provide for use of the accrual basis of 
accounting. Except as described in the fol1!Mi:.lg paragraph, generally 
accepted accounting principles are in agreem:mt with the accounting 
practices prescriberl fo:r: such programs by the Depa.rtIrent of Health, 
Education and W:lfare in the Terms of Agreerrent and Office of Education 
fiscal control and fund accounting procedures. 

Ti1e prescribed practices for the NDSL Program do not provide for accrual 
of interest on student loans receivable or for a provision of allowance 
for doubtful loans. Accordingly, interest on loans is recorded as 
received; uncollectible loans are not recognized ll.'1til the loans are 
cancelled or wri tten-off in confonni ty with NDSL Program requirerrents. 
These practices do not confonn with generally accepted accounting principles. 

Dl order to fully disclose the financial position of the NDSL loan fund, 
an allCMance for doubtful loans and an anount for accrued interest 
receivable was reported in the financial statements; hCMever, the arrounts 
are not included in the data sul:mi. tted to OE on the Fiscal-Gperation 
Report for the NDSL Program. 

GENERAL NOl'ES 

Notes: (1) If the auditor has not conducted an examination of prior 
year financial infomation on the NDSL Program he/she should 
consider the necessity of disclaiming an opinion or qualifying 
his;her opinion. When conditions are such that a qualified, 
adverse or disclaimer of opinion is warranted, the auditor's 
report should include a statement of all reasons which 
necessitated the qualified, adverse or discla:i.rrer of an 
opinion (See "Statement of Auditing Standards No. 2 - Reports 
Ort Audited. Financial statements" issued by the AICPA in 
CCtober 1974. 

sample language for qualifying an opinion because prior years financial 
infonnation has never been audited follCMS: 

O:unulative infonnation for the period from July 1, 19 through 
June 30, 19 presented in the staterrent of changes fufund 
balances anCf""in the supplerrental analysis of student loans receivable 
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of the NDSL Program is based, in part, on prior years' financial 
staterrents that were not examined by us. Accordingly, \<le do 
not express any opinion on such cumulative information. 

Except for the cumulative information for the period fram 
July 1, 19 __ through June 30, 19_ in our opinion . . . . 

Sample language for qualifying an opinion because of cost adjustm:mts 
follCMS: 

We identified SEDG awards in the arrount of $3,253 to ineligible 
students. An explanation of these costs is presented on page 
of our re:port. We recorrmend that the $3,253 be restored to tl1e-
SEOG program account. The final detennination as to whether 
these costs are allowable or unallowable will be made by the 
Office of Education. 

In our opinion, subject to any effects of the ult:imate 
resolution of recorrmended adjustments, the financial statelIEnts 
referred to above present fairly .... 

(2) Where prior year audits were conducted by another 
CPA firm and the current auditor elects to make 
reference to the audits perfo:rned by the predecessor CPA 
firm, the auditor'MJuld disclose this fact by an 
addition to the standard scope paragraph stating he/she has 
previously examined and reported on the prior year 
staterrents. (See SAS Number 1, Paragraph 535 and 
Paragraph 543). 

Auditor's Reoort on Financial Statements ,. 

Multiple Grant Periods 

An illustrative example of an unqualified auditor's report on two or 
rrore grant periods follows: 

We have examined the balance sheets of the National Direct Student 
Loan (NDSL), College Work-Study (CWS), and Supplemental Educational 
Opportunity Grants (SEOG) Programs of the XYZ University as of 
June 30, 1978, and the related statements of changes in f1.IDd balances 
for the ~ year period then ended. Our examination was made in 
accordance with the financial and compliance elements of the 
"standaLds for Audits of Governrrental Organzations, Programs, 
Activities and Functions" issued by the Ccmptroller General (GAO), 
in June 1972 (1974 reprint). Accordingly, we corxlucted such tests 
of the accounting records and such other auditing procedures as 
we considered necessary in the circumstances. The Guide for Audits 
of NDSL, CWS arid SECG Programs, Departm:mt of Health, Education and 
W;::lfare, dated July 1978, was used as a guide in t...'1e examination. 
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In. our opinion, the aforementioned financial stat.errents present 
fairly the financial position of the NDSL, CWS, and SEOG Programs 
of the XYZ University at June 30, 1978, and the changes in fund • 
balances for the two year period then ended, in conformity with 
generally accepted accounting principles applied on a consistent 
basis. 

The examination refel~red to above w-as direa't:ed. prllriarily toward 
formulating an opinion on the aforem=ntioned financial statem:mts 
as of and for the tv;o year perioo. ended June 30, 1978, taken as a 
whole, and was not directed toward fonnulating an opinion on the 
::>alance sheets at June 30, 1977, or the stateIrents of changes in 
fund baJ..ances for the individual years ended June 30, 1977 and 
1978. The supplementary data included in Schedules 1 through 4, 
aJ:e presented for suppleme..'1tary analysis purposes and are not -
necessary for a fair presentation of the fb~cial position as of 
June 30, 1978 and the changes in fund balances for the two year 
period then ended. The supplementary data included in Schedules 1 
through 4, [except where otherwise indicated], have been subjected 
to the auditing procedures applied in t.he examination of the basic 
financial staterrents and, in our opinion, are stated fairly in all 
material respects only when considered in conjunction with the 
financial staterrents of the NDSL, OVS and SEOG Programs taken as a 
whole. The supplementary data included in Schedules 5 through 
__ 7_ were not audited by us, and accordingly we do not express an 
op.inion on them. 

(Note: See "Notes to Financial Statements", page 72 of this 
audit guide) . 

EXHmITS AND SCHEDULES 

The audit report covering one grant perioo. should include as exhibits a 
balance sheet and a staterent of changes :in fund balances for the NDSL, 
CWS and SEOG Programs, supplerrental schedules and appropriate notes to 
the financial staterrents. Suggested fonnats for these exhibits are 
attached. 

The infonnation reported on Exhibit A-I, Staterrent of Changes in Fund 
Balance; and Schedule 1, Analysis of Student Loan Receivables, reflects 
financial infonnation on a cumulative basis. Therefore, if the program 
has not been audited fran the inception of the program up through the 
rrost current date, by the same CPA firm or another CPA finn, the heading 
of the report dealing with the curnulati ve basis should be marked UNAUDITED 
and a disclaiIrer of opinion rendered. 
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Except for the anounts n=ported for the al1CMance for doubtful loans and 
accrued interest receivables on the NDSL Program, the arrounts reported 
on the "Statenent of Changes in Fund Balance" for the NDSL, avs and SEOG 
Programs should agree with the anounts reported on the Office of Education 
Fiscal Operations Reports, OE fonn 1152-2, OE fonn 1152-3, and OE Fonn 
1152-4. The following cament should be added as a note on each of the 
required "Staterrent of Changes in Fund Balance". 

Except for the anounts reported for the a11CMance for 
doubtful loans and accrued interest receivable (applicable 
to NDSL Program only), the arrounts reported on the Statem:mt 
of Changes in Fund Balance for the NDSL, CWS and SECX; Programs 
agree with the anounts reported on the Office of Education Fiscal 
Operations Reports OE fonn 1152-2, OE fom 1152-3, and, OE 
fonn 1152-4. If the anounts on the staterrents do not agree, add 
the fo11CMing sentence at the beginning of the paragraph. 

Except for the anounts reported for the a110Nance for doubtful 
loans, accrued interest receivable (applicable to the NDSL 
Program only), and the adjustrrents discussed in the schedule 
"Reconciliation of the Statem:mt of Changes in Fund Balance 
with OE Fiscal Operations Reports," the arrounts reported . . 

Any adjustrrents (material or :ircmateria1) to the grantee's reports should 
be explained by either a footnote or a separate schedule, and if applicable 
cross-referenced to the finding and recamendation section of the report. 
The notes to the financial statements should include a summary of significant 
accounting policies and procedures and any other information necessary 
for an understanding of the basic financial statements. 

On audit reports covering rrore than one year, the Accountants' Report 
relates to a Balance Sheet and a staterrent of Changes in 
fund Balances for the NDSL, CWS and SEXX; Programs, and supplem:mtal 
schedules covering the multiple years audited. H~ver, because the 
Office of Education needs separate financial statements and exhibits for 
each award period in order to reconcile annual program fiscal reports 
with audited financial staterrents, separate financial staterrents and 
schedules for each of the programs and for each year must be included as 
schedules. The infolnation on the separate schedules would be considered 
unaudited insofar as the Accountants' Report is concerned. The separate 
statem:mts should be prepared in the sane fonnat as the consolidated 
staterrents to facilitate cross-referencing by OE when deemed necessary. 

MULTIPLE YEAR AUDIT APPROACH 

A suggested approach that a finn ma.y take to perfonn a two year audit of 
the NDSL, CWS and SEX):; Programs for a two year period fo11CMS: 

The regulations concerning the three programs require that the 
institutions arrange for financial and compliance audits of these 
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programs, preferably on an annual basis, but no less frequently 
than once every -00 years. In the case of an audit covering 
two years, roth years must be audited, but the audit I1E.y be • 
considered as an examination of a single pericx:1 of ~ :!ears with 
the rendering of the financial opinion covering the two year 
pericx:1 collectively, as well as a canpliance opinion covering the 
two year pericrl collectively. It is not necessary to render separate 
financial and canpliance opinions on each of the ~ years 
separately; however, separate stateinents of changes in Fund Balances 
should be included as unaudited schedules. 

Based on the above concepts, the accounting finn on both the financial 
and conpliance reviews may treat the activity of the entire bro year 
period as one universe for statistical sampling purposes. In other 
words, when drawing samples on a statistical sampling basis for both 
variables and carpliance tests, the total population for sampling 
purposes would be the total activity for the ~ year period. No attempt 
would be I1E.de to treat. each year's activity as separate populations nor 
would the samples be statistically valid for each year standing alone. 
The samples, however, would be valid for the two year period as a whole. 

We believe the sampling approach on a two year audit is advantageous in 
that it should reduce audit fees and audit effort required to do a two 
year audit. HCMever, the suggested approach is not required to be 
followed. if in the professional judgment of the accounting finn it is 
:rrore feasible to perfonn audits on each year separately and issue separate 
opinions .. 

Findings Glnd Reccmrendations - Financial 

Any findings and recanrendations in the financial area should be grouped 
by category and included in this section. Each finding should be explained 
in sufficient detail to enable the reader to urxlerstand roth the cause 
and the effect of the deficiency. The explanation of each finding 
should: 

1. Describe the deficiency noted; 

2. State the cause of the deficiency (for example, lack 
of eS~Jlished controls or improper impl~ltation of 
controls) ; 

3. Describe the extent of the deficiency, including the size of 
the universe, sample size, error rate, and dollar arrount of 
error, if any; 

4. Describe, if possible, the effect of the deficiency on the 
operation an:1 t.'1e financial staterrents; 
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5. Include a reccmrendation that should correct the cause 

of the deficiency noted and when appropriate a. reccmnendation 
for recovery of Federal funds. Any amounts recaro:rended for 
recovery should be shovm in the ccmputation of recontrended 
disallowances and be cross-referenced by caption to the 
appropriate finding and recommendation in this section. 
Note that reccxnrrendations by the auditor for recovery of Federal 
funds do not necessarily mean that the costs questioned 
will be disallCMed. The final determination as to all<Wclbility 
of costs will be made by the Office of Education. 

6. Include a stateIrent of the institution's ccmrents on the 
findings and recorrmendations. Ccmnents might include a 
staterrent on the agreerrent or disagreement with the findings, a 
description of planned corrective actions, and/or statement of. 
reasons for disagreement. (See Section 3.4 concerning thE! 
institution I S Cl"ll'lr'lElltS.) 

PARI' IV - INTERNAL ACCOUNTING AND ADMINISTRATrVE CONTROLS AND COMPLIANCE 

The follCMing is to be included as the auditor's conclusions on Internal 
Accounting and Administrative Controls and Canpliance Info:rmation: 

We have examined the financial statements on the NDSL, CWS 
and SECX; Programs, XYZ University for the Y28r ended ___ --::,....--_ 
OUr opinion on the above statement:s is contained on page of 
this repo:rt. As a part of our exa:rn.ination, we have made astudy 
of the Institution's system of internal accounting control to the 
extent we considered necessary to evaluate the system as required 
by "Standards for Audits of GoverIlIlEIltal organizations, Programs, 
Activities and Functions" issued by the Canptroller General (GAO) 
in June 1972 (1974 reprint). Under these standards the purpose 
of such evaluation is to establish a basis for reliance thereon 
in determining the nature, timing, and extent of other auditing 
procedures that are necessary for expressing an opinion on 'the 
financial statements. 

We have also made a study of those internal accounting control 
and administrative control procedures of XYZ University that ~ 
considered relevant to the criteria established by the Deparbnent 
of Health, Education, and Welfare as set f:;,rth in Sections 3.2, 
3.3 and 3.4 of its ,Audit Guide issued July 1978. Our study included 
tests of catpliance with such procedures during the period fran 
______ through ____ _ 

The objective of internal accounting control is to provide reasonable, 
but not absolute, assurance as to the safeguarding of assets against 
loss fran unauthorized 'JSE! or disposition, and the reliability 
of financial records for preparing financial statements arid 
maintaining accountability for assets. We understand that the 
objective of those adminiBt.rative control procedures carprehended 
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in the Depart:Irent of Health, Education and V\Telfare criteria is 
to provide similar assurance as to canpliance with its related 
requirerrents. T"he concept of reasonable assurance recognizes 
that the cost of a system of internal control should not exceed 
the benefits derived and also recognizes that the evaluation of 
these factors necessarily re;IUire estimates and judgrrents by 
managarent. 

There are inherent limitations that should be recognized in 
considering the potential effectiveness of any system of internal 
control. In the perfonn:mce of rrost control procedures, errors can 
result fran misunderstanding of instructions, mistakes of judgment, 
carelessness, or other personal factors. Control procedures whose 
effectiveness depend upon segregation of duties can be circJ..:lIITIt-ented 
by collusion. Similarly 1 control procedures can be circumvented 
intentionally by managerrent with respect eit.her to the execution 
and recording ()f transactions or with res:p=ct to the estimates and 
judgrrents required in the preparation of financial statements. 
Further, projection of any evaluation of internal control to 
future periods is subject to the risk that the procedures may 
beCOIl'E inadequate because of changes in conditions and that the 
degree of ccrnpliance vTith the procedures may deteriorate. 

We understand that procedures in conformity with the criteria 
referred -to in the secorrl paragraph of this report are considered 
by the Deparbl:lPnt of Health, Education and Welfare to be 
adequate for its purpose in accordance with the provisions of the 
Higher Education Act of 1965 and related regulations, and that 
procedures not in conformity therewith indicate serre inadequacy 
for such purposes. Based on this underst..anding and on our study, 
we believe the XYZ University proc,edures were adequate for the 
Depa,rt::rrent's purposes. (Note: 'I'he sentence should be continued 
as £0110lI'lS, if appropriate--except for the conditions described 
on pages through of this report which we believe are not in 
confonnity with the criteria referred to above. 

This report is, intended for use in connection with the grant 
to which it refers and should not be used for any other purposes. 

Not.e: If the accountant's report on the audit of the 
financial staterrents is qualified, he must consider whether 
or not. the nature of the qualifica-tions is such as to affect 
his conclusions on the Internal Accounting and Administrative 
Controls or any compliance infornation. 
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Findings and Recanrrendations - Internal Accounting and A&ninistrati ve 
Controls and Compliance . 

• This section will contain compliance and internal control findings and 
recommended corrective action to be taken. Each finding should be 
explained in sufficient detail to enable the reader to understand loth 
the cause and effect of the discrepancy. The recorrroendation should be 
presented in a manner that will illustrate how this corrective action 
will improve program operations and when appropriate include a recommendation 
for recovery of Federal funds. Any arrounts questioned shCMIl in the 
computation of recommended disallowances and be cross-referenced by 
caption to the appropriate finding and recommendation in this section. 
The institution's corrments should be included also. (See Section 3.4 
concerning the institution's comments.) Note that Amounts questioned 
by the auditor do not necessarily mean that the costs qvBstioned 
will be disallowed. The final determination as to the allowability of 
costs will be made by the Office of Education. 

PARI' V - PRIOR AUDIT REPORTS 

This part will include the status of actions on findings reported in 
prior year audits including any presented by the HEW Audit Agency in its 
report transrni ttal letters. Where adequate corrective action has not 
been taken and the finding is reported again in either of the findings 
and reconmendations sections of the current report, the auditor need 
only briefly describe the prior finding and show the pa.ge reference 
where it is included in this current report. Prior audits which have 

a been closed during the audit period are based on detenninations made 
~through correspondence or other contacts between institutional and 

BSFA/OE representatives. The auditor should disclose such actions and 
specifically li~t any refunds or questioned expenditures recommended in 
the prior audit reports which were upheld by OE/BSFA. However, the 
conclusions on the adequacy of corrective actions by the institution 
presented in the section should reflect the auditor's own determinations. 
The auditor should also report in the section whether refunds OE questioned 
expenditures upheld by OE were actually made by the institution. If not 
made, the auditor should report this matter in the findings and recammendations 
section of the report. If there were no prior findings and recorrmendations, 
include a note to that effect in this section. 
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SINGLE GRANT J?ERIOD 

XYZ UNIVERSITY 

NATIONAL DIRECT STUDENT LOAN PROGRAM 
BALANCE SHEEr, JUNE 30, 19 

ASSETS 

CASH. ON lW'fO !®.'D 11'ii DEroSIIDRY • • • • • • 

STUDENT WANS RECErVABLE {s~e Schedule i} $1,180,866 

Less all~rcmce for doubtful loans 

INTEREST REX::EIVABLE • • • • • • • • • • 

'IDI'AL ASSEl'S 

J.JIABILITIES AND FUND BALANCES 

LIABILI'rIES 

FUND BALANCES (DEFICIT): 
capital~ 

Federal contrL~utions: 
Authorized 
Repaid . . . . . . . . 

Balance . . . . . 
Ins'ti tutional contributions: 

Authorized • • • . . 
Repaid . . . . . . . . . . . 

Balance •...•.• 
Noncapital deficit (Exhibit A-I) 

'Ibtal fund balances 

(35,426) 

'IDI'AL LIABILITIES AND 
FUND BALANCES • • • • 

See Notes to Financial Statements 
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$ 

$ 

EXHIBIT A 

51,480 

$ 1,145,440 

2,296 

$ 1,199;t216 

-0-

1,295,962 
-0-

1,295,962 

144,008 
-0-

144,008 
(240,754) 

1,199,216 

$ 1,199,216 

• 



• 
EXHIBrr A-I 

XYZ l.lNlVERSITY 

NATIClIllIL DIREl:T S'lUDENT IJJI\.N PlOORAM 
S'l1I.TEM:m' OF 0iANGES IN FUND IW:J\N:ES 

FOR THE ~ ENDED JUNE 30( 19 
AND THE PERIOO JlINUARY 1959-

TtffiCUGH JUNE 30, 19 

NCN CAPITAL FUND BALANCE 

Jl.dditions : 

Interest on loans collected 
Reirrbursement on loans - carx::e1ed 
Interest on loans - canceled 
Accrued Interest on loans 
other 

Total additions 

Deductions : 

FOR 'mE PERIOD 
JANUARY 1959 

'lmOOGH 
JUNE 30, 19 

(UNAIJDrrED)* 

$ 58,532 
-0-

29,227 
2,296 

157 

$ 90,212 

roan principal and interest canceled 
Teaching sa'CVice $ 227,952 
Hilitary service 
Death 
Bankruptcy 
Total 

h:lmi.nistra ti ve exp!:lI1se 
Cost of litigation 
Provision for doubtful loans 

Total deductions 
Net decrease for the period 
FUnd deficit, beginning of period 

OONCAPITAL FUND DEFICIT, 
JUNE 30, 19_ 

2,538 
2,480 
5,758 

238,728 
51,248 

5,564 
35,426 

330,966 
(240,754) 

-0-

($240,754) 

YF..AR ENDED 
JUNE 30, 19 

$ 13,914 
-0-
2,884 
2,296 

157 

$ 19,251 

:$ 20,498 
363 
800 

5,758 
27,419 

9,183 
2,775 

35,426 

74,803 
(55,552) 
(185,202) 

($240,754) 

CONTRIBUTIONS • • • • • • • • 

CAPITAL ruND BAIANCES: 
FUnd balance, beginning 

of period • 
Add auth::lrized 

contributions . 

Fund balance, June 30, 
19_ (end of period) 

*If applicable 

FOR 'mE PERIOD 
J1\NUARY 1959 

THROOGH 
JUNE 30, 19 

(UNAtJDITED)* 

INS'ITID-

~ TICNS 

$ -0- $ -(),-

1,295,962 144,008 

$1,295,962 $144,008 

INSl'ITU-

~ TICNS 

$1,170,792 $130,100 

125,170 13,908 

$1,295,962 $144,008 

Note: Exhibit A-I must include the cament required on page li.. 
of the guide regarding the OE 1152-2 fiscal-q:erations report. 
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XYZ UNIVERSITY 
COLLEGE IDRK-S'lUDY PR:lGRAM 

BAI.ANCE SHEEn' 
JUNE 30, 19 

Assets 

Cash • • • • • • . • • • • 

Federal funds receivable 

Total assets • • • . • 

Liabilities and Fund Balances 

Accrued wages Payab1es 

other Expenses Payable (Attach Schedule) 

F'tm.d balances • • • . • 0 • • .. • • • • • • • • • • 

Total liabilities and fund balances . . • • • . • 

See notes to financial statements. 
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$ -0-

500.00 

$500.00 

$500'.00 

-0-

-0-

$500.00 



• XY'Z UNIVERSITY 
CO:r.r.mE IDRK-S'IUDY P.RCGRAM 

STATEMENl' OF CH1INGES IN FOND ~ 
FOR 'lEE YEAR ENDED JUNE 30, 19 

.l\ddi tions: 
'lbtal grant award authorization (l} 

Deduct: 
Arrount of grant award not requeste:! or deposited 
(unexpended CWS grant award autho:r:ization) (2) 

Balance - Funds provided by Federal Gove>.rnrrent (3) 
Add - Funds Transfered Fran SE:03 Program 
Add - Funds provide:! by instituton 

'lbtal Fun:is Provide:! 

Deductions : 
Wages: 

On campus: 
Fe:!eral share 
Institution share 

Off Campus: 
Federal share 
Institution share 

Administrative expenses 

'lbtal 

$40,800 
10,200 

8,000 
2,000 

Net Increase (decrease) for the year (4) 
Fund Balance, beginning of year 
Fund Balance, end of year. 

N9tes; 

$60,000 

8,760 

51,240 
-0-

12,200 

$63,440 

$61,000 

2,440 

$63,400 

-0-
-0-

$ -0-

EXHIBIT B-1 

(1) 'lbtal grant award authorization is the approved level of Fe:!eral 
expenditures ~ on the allocation letter for the grant award 
period. The anount of the grant available for e.'<penditures. 

(2) Alrount of grant aw-ard not requested or deposited. This is the 
difference between total grant award authorization and total 
Federal :fun:is provide:!. In situations where t.~e institution 
expende:! all funds received fran the Federal Governrrent, this 
line is also the Unexpende:! CWS grant award authorization 
(line 11, OE 1152-4) . 

(3) Funds provided by Federal Governnent is the total anount of cash 
received or requested fran HEW on the grant award docurrents. 

(4) In situ.:--ttions where the institution does not spend all of the 
Federal funds requested or deposited; the difference between total 
funds provide:! and total expenditures (deductions) is the 
fund balance for the period. 

See Notes to Financial Staterrents 

Note: Items (1) through (4) are for the infonnation of the auditors and 
shoult;l not be included on exhibit B-1 in the audit report. Hcwever, 
Exhibit B-1 must include the carmmt require:! on page -'Z..S-. 
of the guide rega...-aing the OE 1152-4 fiscal-op:rations report. 
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Exhibit c 

XYZ UNIVERSITY 
SUPPLEMENTAL EDUCATIONAL OPPOR'rUNITY GRAm'S PRCGRAM 

BALANCE SHEEr 
JUNE 30, 19 

ASSErS 

cash 

Refund due fran institution 

Total assets 

Liabilities and Fund Balance 

Liabilities 

Fund balance 

Total liabilities arrl fund balance 

See notes to financial statements. 
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-0-

$740.00 

$ -0-

740.00 

$740.00 



• 
Exhibit C-1 

XYZ UNIVERSITY 
SUPPLEMENTAL ElXJCATICNAL OPPORWNITY GRAmS PR.OGRAM 

STATE:MENl' OF CHANGES IN FOND ~ 
EDR THE l'EAR ENDED JUNE 30, 19 

Additions: 
Total grant award authorization 

Deduct: 
ATOtmt of grant award not requested or 
deposited 
(unexpended SEDG grant award authorization) 

Balance - Fu.nds prO'\lided by Federal Government 
Add - Funds transferred fran CWS program 

Deductions: 
Initial awards 
Continuing awards 
Adrndnistrative expense 

Total DEDucr:rONS 

$10,000 
7,000 

680 

Increase (decrease) during the year 
(unexpended SEDG authorization) 

Fund balance, beginning of year 

Fund balance, end of year 

$18,420 

-0-

$18,420 
-0-

740 

-0-

$ 740 

Note: Exr~it C-l nrust include the ccmnent required on pa.ge 75 
of -the guide regarding the OE 115-3 fiscal-operat.ions 
rep:jrt. 
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XYZ UNIVERSITY 

NATIONAI;I DIREX:T S'IUD:BNT lOAN PR03RAM 
ANALYSIS OF STUDEN!' LOANS RECEIVABLE 

FOR 'IRE YEAR ENDED JUNE 30, 19 
AND THE PERIOD JANUARY 1959 -

THroUGH JiJNE 30, 19 

BALANCE, BEX3INNING OF PERIOD 
FUNDS ADVANCED 'IO STODEN!'S 

TOl'AL 

LESS CREDITS: 
Collections 
Cancellations: 

Teaching service 
M.i..1ita:ry service 
Death 
Bankruptcy 

FDR 'IRE PERIOD 
JANUARY 1959 

THROUGH 
June 30, 19 
(UNAUDITED) * 
$ -0-
1,788,273 

$1,788,273 

393,611 

201,441 
4,137 
2,460 
5,758 

Principal aITOunt on loans assigned to OE (2) -0-

SCHEDULE 1 

YEAR ENDED 
JUNE 30, 19. 

$1,074,073 
229,575 

$1,303,648 

95,951 

19,960 
313 
800 

5,758 

-0-

Total credits 607,407 122,782 
--~~------------~------

BALANCE, at JUNE 30, 19 $1,180,866 $1,180,866 

*If applicable. 

Notes: 1. Schedule 1 must include the carment required on page 75 
of the guide regarding the OE 1152-2 fiscal-operations----
report. 

2. If loans have been assigned -to OE the corresponding 
charge should be accounted for in the non-capital 
fund balance. 
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• 
SCHEDULE 2 

XYZ UNIVERSITY 
NATIONAL DIRECT STUDENT LOAN PRCGRAM 

CCMPUTATION OF DEFAULT RATE 
AS OF JUNE 30, 197 

(CUMULATIVE INFORMATION) 

PRJ:OCIPAL OUTS'l1\NDJNG ON LOANS IN DEFAULT 

Total arrount advanced on loans in default 
Deduct: 

Principal arrount repaid $ 98,903 
Principal arrount cancelled 52,949 

Total rerraining principal arrount which has 
neither been paid nor cancelled on all 
notes in default 

$446,068 

151,852 

$295,216 

(1) SOurce of infonration - OE fonn 574, "Report of Defaulted Loans" 

'IO'mL AMJUNT OF MA'lURED PRINCIPAL 

Total arrount advanced - all borrowers 

Deduct - arrounts not in Repayrrent status 
Student status at XYZ University 
Student status at another Institution 
Grace period (aJ:J:Ced forces, Peace 

corps, Vista, hardship) 

Total arrounts not in repayrrent status 

Total arrount of matured principal 

$100,000 
100,000 

374,096 

Source: OE form 1152-2 Fiscal-operations Report 
Part II; Lines lb, 3.1, 3.2, 3.3(b); 

PERCENTAGE OF LOANS IN DEFAULT 

295,216 
1,214,177 = 24.3% 

$1,788,273 

574,096 

1,214,177 

24.3% 

Notes: 1. See attached instructions for COI'l'puting default rate. 
(Exhibit K) 

2. If an institution has a default rate in excess of 
10% it must be reported as a finding in the audit 
report. "Section III - Findings and Recanrrendations -
Financial" . 

(87) 
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XYZ UNIVERSITY 
NATIONAL DIREel' SWDENT WAN PROORAM 

ANALYSIS OF CASH FIa\T 
FOR THE YFAR ENDED JUNE 30, 19 

CASH BALANCE at beginning of year. 

ADD 

Federal Contributions 
Institution's Contribution 

REPROGRAI>MED FUNDS 

SUstained Audit Adjustrrents 
Program Refunds 

Collections 
Interest on loans cancelled 
Interest on Loans - Collected 
Other Incane 

TOTAL CASH AVAILABLE for the year 

FUNDS APPLIED 

Funds Advanced To Students 
Administrative Expenses 
Cost of Litigation/and 

Other Collection Costs 

TOTAL FUNDS APPLIED 

cash balance at end of year 

$125,170 
13,908 

-0-
-0-

$229,575 
9,183 

2, 775 

(88) 

SCHEDULE 3 

$ 41,029 

139,,078 
! ! 

-0-

95,951 
2,884 

13,914 
157 

$293,013 

241,533 

$ 51,480 



SCHEDULE 4 

• XYZ m~IVERSITY 
Scherlule of Administrative Cost AlICMance 

For the year Ended Jtll1e 30, 19 

Total Administrative Cost Allowance 
(NDSL, CWS, and SEXJG) 

Deduct Expenditures Related to Student Consumer 
Information Service: 

Preparation of Information dissemination topics 

Dissemination of information to students 

Salaries and Wages of employees 

Total expenditures relaterl to Student Consumer 
Information Services 

Balance of allowance 

Deduct expenditures related to administering 
~all title IV Federal student financial aid programs: 

Salaries 

Office Supplies 

Postage 

Caqputer Services 

Total expenditures directly related to administering 
all title IV F~r9l student financial aid programs: 

Balance of cost alli.\" ::,~~'i,.Q@ 

(89) 

3,808 

2,000 

3,800 

1,600 

400 

300 

395 

$12,303 

9,608 

2,695 

2,695 

o 



MULTIPLE GRANT PERIOD 

XYZ UNIVERSITY 

NATIONAL DIRECT STUDENT LOAN PROORAM 
BAI..oANCE SHEEl', JUNE 30, 19 

ASSEl'S 

CASH ON HAND AND IN DEPOSI'IDRY • • • • • • 

STUDENT LOANS RECEIVABLE (see Schedule 1) $1,180,866 

Less allowance for doubtful loans 

INTEREST RECEIVABLE • • • • • • • • • • 

mrAL ASSEl'S 

LIABILITIES AND FUND ~ES 

LIABILITms 

FUND BALANCFS (DEFICIT): 
capital: 

Federal contributions: 
Authorized • • • • . 
Re};la.id • . . . • . . . . . . 

Balance • • • • • • • . 
Institutional contributions: 

Authorized . . . • • • • . • 
Re,pa.id . . . . . . . . . . . 

Balance ••••••• 
Noncapital deficit (Exhibit A-I) 

'Ibtal fund balances 

'l:O'I1\L LIABILITIES AND 
FUND BALANCES • • • • 

See Notes to Financial Statements 

(90) 

$ 

$ 

EXHIBIT A 

51,480 

$ 1,145,440 

2,296 

$ 1,199,216 

~o-

1,295,962 
-0-

1,295,962 

144,008 
-0-

144,008 
(240,754) 

1,199,216 

$ 1,199,216 

• 
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• 
EKHIBIT A-I 

XYZ UNIVERSITY 

NATICNAL DIREx::T STUDENl' I.ClIl.N P~ 
STATEMEm' OF ClWIGE:S IN FUND BAIAN':E'S 

'lW) YE7IR PERIOO ENDED June 30, 19 
1\ND 'mE PERIOO J1INUARY 1959 -

TilRCXJGI JUNE 30, 19 

NON CAPITAL FUND BAIANCE 

hlditions: 

Interest on loans collected 
Reimbursenent on loans - canceled 
Interest on loans - canceled 
Accrued Interest on loans 
other 

Total additions 

Deductions : 

FOR 'mE PERIGO 
J1INUARY 1959 

TmUJGI 
JUNE 30, 19 

(UNruJDITEDl* 

$ 5B,532 
-0-

29,227 
:2-296 

_ ~.22.... 

$"90,212 

Loan principal arrl interest canceled 
Teaching service $ 227,952 
MilitaJ:y service 
Death 
Bankruptcy 
Total 

.l\dministrative e~tpeI1Se 
Cost of litigation 
Provisicn for doubtful loans 

Total deductions 
Net decrease for the period 
Fund deficit, beginning of period 

NCNCl\PITAL FUND DEFICIT, 
JUNE 30, 19 

2,538 
2,480 
5,758 

238,728 
51,248 
5,564 

35,426 

330,966 
(240,754) 

-0-

($240,754) 

'lW) YErIR PERIOO 
ENDED 

JUNE 30, 19 

$ 24,350 
-0-
5,047 
4,136 

157 

$ 33,690 

$ 35,872 
635 

1,400 
5,758 

43,665 
16,070 

4,856 
35,426 

100,017 
(66,327) 
(174,427) 

(174,427) 

CXlNTRIBUT!CNS • • • • • • • • 

CAPITAL FUND BAI1INCES: 
Fund balance, begi!'..ning 

of period . 
Add authorized 

contributions • 

Fund balance, June 30, 
19 (end of period) 

*If applicable 

FOR 'mE PERIOD 
J1\NUl\RY 1959 

TlffiOOGH 
JUNE 30, 19 

(UNAIJDITEDl* 

JNSTrru-
FEDERAL TICNS ---

$ -0- $ -0-

1,295,962 144,008 

$1,295,962 $144,008 

YErIR ENDED 
JUNE 30, 19_ 

JNSTI'lU-
FEDERAL TIONS 

$1,058,792 $117,656 

237,170 26,252 

$1,295,962 $144,008 

Note: Elch:ibit A-I must include the ccmnent required on page 75 
of the guide regarding tl:te OE 1152-2 fiscal-operations report. 

(91) 
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XYZ UNIVERSI'I'X' 
COLLEm: WJRK-STUDY PROGRAM 

BAIANCE SHEEr 
JUNE 30, 19 

Assets 

Cash " • • • • • • . • • 

Federal funds receivable • 

Tbtal assets • • . . . . 

Liabilities and Fund Balances 

Accrued wages Payables 

Other Expenses pp.yable (Attach Schedule) 

F'\m.d bctlances • • • • lit '" .. • • • • • • ., '. • • • • 

'Ibtal liabilities and, fund balances . . . . . . . 

See notes to financial statements. 

(92) 

EXHmIT B 

$ -0-

500.00 

$500.00 

$500.00 

-0-

-0-

. $500.00 



• XYZ UNIVERSITY 
COLLEX:iE IDRK-S'lUDY PRCGIW<1 

STA'lEMENl' OF CHANGES IN FUND BAIJ\NCE 
':M) YE1IR PERICO ENDED JUNE 30, 19_ 

Additicns: 
'lbtal grant award autlxlrization (1) 

Deduct: 
Am:lunt of grant award not requested or deposited 
(unexpended ~ grant award authorization) (2) 

Balance - Funds provided by Federal Governrrent (3) 
Add - Funds Transfere:1 Fran SEa; PrcgrGllll 
Add - Funds provided by instituton 

'lbtal Funds Provided 

Deductions: 
Wages: 

on Campus: 
Federal share 
Institution share 

Off Campus: 
Federal ;ohare 
Institution share 

Administrative expenses 

'lbtal 

$77,600 
19,400 

15,200 
3,800 

Net Increase (decrease) for the year (4) 
Fund Balance, beginning of year 
Fund Balance, end of year 

Notes: 

$114,000 

16,560 

97,440 
-0-

23,200 

$120,640 

$116,000 

4,640 

$120,640 

-0-
-0-

$ -0-

EXHIBIT B-1 

(1) 'lbtal grant award authorization is the approved level of Federal 
expenditures sham on the allocation letter for the grant award 
period. The arrount of the grant available for expenditures. 

(2) Am:lunt of grant award !'lot requested or deposite:1. This is the 
difference be~ total grant award authorization and total 
Federal funds provided. In situations where the institution 
exp:mded all funds received frau the Fe:1eral Gove.rnrrent, this 
line is also the Unexpended CWS grant award authorization 
(line 11, OE 1152-4) • 

(3) Funds provided by Fedoral Go"v-ernrrent is the total anount of cash 
received or requested fran HEW on the grant award dOCllIleIlts. 

(4) In situations where the institution does not spend all of the 
E'ederal funds requested or deposited; the difference be~ total 
funds PL'"ovided and total expenditures (deductions) is the 
furrl balance for the period. 

See Notes to Financial Statem:!nts 

Note: Items (1) through (4) are for the information of the auditors and 
should not be included on exhibit B-1 in the audit report. However, 
Exh:ibit B-llltUst include the ccmrel'lt require:1 on page 75 
of the guide regarding the OE 1152-4 fiscal-operations :report. 

(93) 



Exhibit c 

XYZ UNIVERSITY 
SUPPLEMENTAL EOOCATIOOAL OPPOR'IUNITY GRANTS PROGRAM 

azu:..ANCE SHEEr 
JUNE 30, 19 

ASSETS 

cash 

Refund due fran institution 

Total assets 

Liabilities and Fund Balance 

Liabilities 

Fund balance 

Total liabilities and fund balance 

See notes to financial staterrents. 

(94) 

$740.00 

'::'0-

$740.00 

$ -0-

740.00 

$740.00 

• 



• 

e 
i 

Exhibit C-1 

XYZ UNIVERSITY 
SUPPI».IENTAL EDUCATICNAL OPPOR'ltlNI"I'Y GRANTS PROGRAM 

STATEMENr OF CHANGES IN FUND m~ 
'B'iO YEAR PERIOD ENDED JUNE 30, 19 

Additions: 
Total grant award authorization 

Deduct: 
Amount of grant award not requested or 
deposited 
(unexpended S:CXX; grant award authorization) 

Balance - Funds provided by Federal Govermrent 
Add - Funds transferred fran CWS program 

Total Additions 

Deductions: 
Initial awards 
Continuing awards 
.Mministrati ve expense 

Total DEDUcrIONS 

$19,000 
12,600 
1,265 

Increase (decrease) during the period 
(unexpended SEDG authorization) 

F1.:md balance, beginning of year 

Fund balance, end of period $ 

$33,605 

-0-

$33,605 
-0-

$33,605 

$32,865 

740 

-0-

740 

Note: Exhibit C-1 must include the carment required on page 75 
of the guide regarding the OE 115-3 fiscal-operations 
report. 

(95) 
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-----------------------' ... ------

XYZ UNIVER..SITY 

NATIONAL D!REX::'l' S'I'ODENT LOAN POOGRAM 
ANALYSIS OF S'lUDENI' LOANS ROCEIVABLE 

'lW) YEAR PERIOD ENDED JUNE 30, 19 
AND THE PERIOD JANUARY 1959 

THROUGH JUNE 30, 19 

B..1.\IANCE, BEGINNIN:; OF PERIOD 
FUNDS ADVANCED 'IO STUDENTS 

TOl'AL 

LESS CREDITS: 
Collections 
Cancellations: 

Teadring service 
lvlili taI:y service 
Death 
Bankruptcy 

FOR 'mE PERIOD 
JANUARY 1959 

THROUGH 
June 30, 19 
(UNAUDITED) "* 
$ -0-
1,788,273 

$1,788,273 

393,611 

201,441 
4,137 
2,460 
5,758 

Principal arrount on loans assigned to OE (2) -0-

SCHEDULE 1 

YEAR ENDED 
. JUNE 30, 19 

" 

'$1,074,073 
229,575 

$1,303,648 

95,951 

19,960 
313 
800 

5,758 

-0-

Tbtal credits 607,407 122,782 
~-~------~~~---

~, at JUNE 30, 19 $1,180,866 .$1,180,866 

*If app:\.icable. 

Notes: 1. Schedule 1 must include the coam?.nt required on page 7 5 
of the guide regarding the OE 1152-2 fiscal-operations--
report. ' 

2. If loans have been assigned to OE the corresporiding 
charge should be accounted for in t.he non-capital 
fund balance. 
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SCHEDULE 2 

XYZ UNIVERSI'rY 
NF~TIONAL DIRECT STUDEl.\IT I.DAN PIroRAM 

CCMPUTATION OF DEFAULT RATE 
AS OF JUNTi: 30, 197 

(CUMULATIVE JNFORMATIa.J') 

PRINCIPAL OUTSTANDING ON WAN'S IN DEF1IJJLT 

Total anount advanced on loans in default 
Deduct: 

Principal a:crount repaid 
Principal anount cancelled 

$ 98,903 
52,949 

Total renaining principal amount which has 
neither beP...n paid nor cancelled on all 
notes in default 

$446,068 

151,852 

$295,216 

(1) Source of information - OE fo:rm 574, "Report of Defaulted Loans" 

'IOTAL PMJUNT OF MA'lURED PRINCIPAL 

Total arrount advanr..::ed - all borrCMers 

Deduct - arrounts not in Repayment status 
Student status at XYZ University 
Student status at another Institution 
Grace period (anned forces, Peace 

corps, Vista, hardship) 

Total arrounts not in repayment status 

Total arrount of rna.t:ured principal 

$100,000 
100,000 

374,096 

Source: OE fonn 1152-2 Fiscal-0perations Report 
Part II; Lines lb, 3.1, 3.2, 3.3(b); 

PERCENTAGE OF WANS IN DEFAULT 

295,216 
1,214,177 = 24.3% 

$1,788,273 

574,096 

1,214,177 

24.3% 

(1) 

(1) 

(1) 

Notes: 1. See attached instructions for canputing default rate. (A,ppEmdix K) 

2. If an institution has a default rate in excess of 
10% it rust be reported as a finding in the audit 
report. "Section III - Findings and Recarrcendations -
Financial" • 
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XYZ UNIVERSITY 
NATIOOAL DIREL"'T STUDENT Ul1\N PRCX3RAM 

ANALYSIS OF CASH FUM 
'IW) YEAR PERIOD ENDED JUNE 30, 19 

CASH BALANCE at begirming of year. 

ADD 

Federal Contributions $237,170 
Institution's Contribution 26,352 

REP~FUNDS 

Sustained Audit Adjustments 
Program Refl.U1ds 

Collections 
Interest on loans cancelled 
Interest on IDans - Collected 
Other Inccxoo 

'IOTAL CASH AVAIIABLE for the period 

FONDS APPLIED 

Funds Advanced To Students 
lld.lYlinistrati ve E...~nses 
Cost of Litigationiand 

other Collection Costs 

'lUl'AL FUNDS APPLIED 

Cash balance at end of period 

-0-
-0-

$207,420 
16,070 

4,856 

(98) 

SCHEDULE 3 

$ 18 , 835 

263,522 

-0-

167,915 
5 / 047 

24,350 
157 

$479,826 

428,346 

$ 51,480 

• 



• 
SCHEDULE 4 

XYZ UNIVERSITY 
SCHEDULE OF AIMINIS'l'RATIVE COST .ALU:mANCE 

'IWO YEAR PERIOD ENDED JUNE 30, 19 

Total Administrative Cost Allowance 
(NDSL, CWS, and SED3) 

Deduct Expen.di tures Related to Student Constu:Ier 
Infor:rration Service: 

$ 26,180 

Preparation of information dissemination topics 7,800 

Dissemination of information to students 4,300 

Salaries and wages of employees 10,200 

Total expenditures related to Student Consurrer 
~nformation Services $22,300 

Balance of allowance $ 3,880 

Deduct Expenditures Related to adltlinistering all 
Title IV federal student financial aid programs; 

Salaries 2,000 

Office Supplies 800 

Postage 540 

Computer Services 540 

Total expenditures directly related to administering 
all Title IVfed~ral student financial aid programs: ·$ ... ·3,880 

Balance of Cost Allowance $ -0-, 

(99) 



SCHEDULE 5 

X':lZ UNIVERSI'lY 

NATIcmL DIREX:T S'IDDENT LOAN PROORAM 
STA'I'EMFNl' OF CHANGES IN roND BAU\NCES 

FOR THE YEARS ENDED JUNE 30, 19 AND 19 
(UN1IIJDITED) - -

NCH::APlTAL FUND BAL1IN::E: 
Additions: 

Reilnburserrent of loans - cancelled 
Interest on leans - collected 
Interest on leans - canceled 
Accrued Interest on loans 
Other 

Total additions 

Dedootions : 
Ioan principal an::l interest canceled: 

Teaching service 
Military service 
Death 
Bankruptcy 

Total 
J\drni.nistrati ve expenses 
Cost of litigation 
Provision for doubtful loans 

Total Deductions 
Net Decrease for the pericd 
rund deficit beginning of pericd 

FUND DEFICIT, END OF PERIOD 

YEAR nIDED 
June 30, 19 

$ -0-
10,436 

2,163 
1,840 

-0-

$ 14,439 

$ 15,374 
272 
600 
-0-

$ 16,246 
6,887 
2,081 

-0-

25,214 
10,775 

174,427 

$185,202 

YEAR ENDED 
June 30, 19 

$ -0-
13,914 

2,884 
2,296 

157 

£.].9,251 

$ 20,498 
363 
800 

5,758 

$ 27,419 
9,183 
2,775 

35,426 

74,803 
55,552 

185,202 

$240,754 

i'Ei\R ENDED YFJIR ENDED 

CM':rmL FUND J31:.JANCES: 
rund balance, beginning 

of period 
Add authorized 

cootributiol'lS 

Funi balance I end of pericd 

June 30, 19X1 June 30, 19X2 

Federal Institution Ferleral Institution 

$ 1,058,792 $ 117,656 $ 1,170,792 $ 130,100 

112,000 12,444 125,170 13,908 

$ 1,170,792 $ 130,100 $ 1,295,962 $ 144,008 

(100) 

• 
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SCHEDULE 6 

XYZ UNIVERSITY 
COLLEGE IDRK-STUDY PROGRAM 

STATEMENT OF CHAmES IN FUND BALANCE 
FOR THE YEARS ENDED JUNE 30, 19 AND 19 

(Unaudited) 

Additions: 
Total grant award auBlorization 

Less - arroun"t of grant award not requested 
or deposited (uneA-pended CWS grant 
authorization) 

June 30, 19 

$ 54,000 

7,800 

Balance-Funds provided by Federal Governrrent 46,200 

Add - Funds transferred fran SECG Program 
Funds provided by institution 

'Ibtal additions 

-0-
11,000 

$ 57,200 

'":·0 Deductions: 
Wages: 

On Carrpus: 
Federal share 
Institution share 

Off Carrpus: 
Federal :share 
Institutton share 

Administrative expenses 

'Ibtal deductions 

Net increase (decrease) for the year 
Fund balance, beginning of year 

Fund balance, end of year 

(101) 

$ 36,800 
9,200 

7,200 
1,800 

55,000 

2,200 

-'i2,200 

-0-
-0-

$ -0-

June 30, 19 

$ 60,000 

8,760 

51,240 

-0-
12,200 

$ 63,440 

$ 40,800 
10,200 

8,000 
2,000 

~OOO 

2,440 

63,4·~0 

-0-
-0-

$ -O-

r 



SCHEDULE 7 

XYZ UNIVERSITY 
$9l?;PLEMENTAL EDUCATIONAL OPPOR'IUNITY GRANTS PROGRAM 

STATEMENT OF CH].\N;E'S IN FUND BALANCE 
FOR THE YEARS ENDED JUNE 30, 19 AND 19 

(UNAUDITED ) 

June 30, 19 

A1ditions: 
Total gr?mt award authorization 

LeSE? - anount of grant award not 
requ.ested or deposited 
(unexpended SEX)G grant award authorization) 

Balgmce - Funds provided by Federal Government 
Adq - Funds transferred from CWS program 

Tqtal additions 

Ue<!uctions~ 
Ini-l:if;\l awards 
Contipuing awards 
Administrative e~ses 

'lbtal deductions 

Increase (decrease) during the year 
(unexpended SEOG authorization) 

Fund balance i beginning of year 

Fund ba.lance r end of year 

(102) 

$ 15,105 

-0-

15,185 
-0-

$15,185 

9,000 
5,600 

585 

$15,185 .. 

-0-

-0-

$ -0-

June 30 r 19 

$ 18,420 

-0-

18,420 
-0-

$18,420 

10,000 
7,000 

680 

$17,680 

740 

-0-

$ 740 



• 
REGION I 

REGION II 

REGION III 

REGION IV 

REGION V 

REGION VI 

REGION VII 

HEW Regional Audit Directors 

Mr. Edward A. Parigian 
HEW Regional Audit Director 
Bulfinch Building 
15 New Chardon Street 
Boston, Mas sachu.setts 02114 

617-223-4388 

Mr. Bernard Luger 
HEW Regional Audit Director 
Federal Building 
26 Fedp.ral Plaza 
New York, New York 10007 

212-264-4620 

Mr. Gervus A. Rafalko 
HEW Regional Audit Director 
P. O. Box 13716 
Philadelphia, Pennsylvania 19101 

215-596-6743 

Mr. Emil A. Trefzger, Jr. 
HEW Regional Audit Director 
Suite 1402 
101 Marietta Tower 
Atlanta, Georgia 30323 

404-221-2446 

Mr. Asher Tenner 
HEW Regional Audit Director 
300 South Wacker Drive 
Chicago, Illinois 60606 

312-353-5165 

Mr. Glyndol J. Taylor 
HEW Regional Audit Director 
l2i)0 Main Tower Building 
Dallas, Texas 75202 

214-729-3359 

Mr. John C. Stanford 
HEW Regional Audit Director 
601 East 12th Street 
Kansas City, Missouri 64106 

816-374-3591 

Appendix A 

States Covered 

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

New York, New Jersey, 
Puerto Rico, Virgin Islands 

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

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

IllinOis, Indiana, Michigan, 
Minnesota, Ohio, Wisconsin 

Arkansas, Louisiana, New 
Mexico, Oklahoma, Texas 

Iowa, Kansas, Missouri, 
Nebraska 



REGION VIII 

REGION IX 

REGION X 

HEW Regional Audit Directors 

Mr. Leo Milner 
HEW Regional Audit Director 
11037 Federal Building 
1961 Stout Stx'eet 
Denver; Colorado 80294 

303-837-4221 

Mr. Herbert Witt 
HEW Regional Audit Director 
Federal Office Building 
50 United Nations Plaza 
San Francisco, California 94102 

415-556-5766 

M-r. Kenneth E. Sill 
HEW Regional Audit Director 
AI' cade Plaza Building 
1321 Second Avenue 
Seattle, Washington 98101 

206-442-0452 

States Cc;>vered 

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

Arizona, California, 
Hawaii, Nevada 

Alaska, Idaho, Oregon, 
Washington 
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Region 
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II 

tII 

IV 

v 

APPENDIX B 

OFFICE OF STUDENT FL0TA0rCIAL ASSISTANCE 
REGIONAL OFFICES 

Regional Administrator 
William T. Logan, Jr. 
Office of Education, HEW 
John F. Kennedy Federal Building 
Boston, lvIas sachus etts 

617-223-7205 

Regional Administrator 
Josue E. Diaz 
Office of Education, HEW 
26 Fede!"al Plaza 
New York, New York 10007 

212 -,264-4045 

Regional Administrator 
Robert Smallwood 
Office of Education, HEW 
P. O. Box 13716 
3535 IvIarket Street 
Philadelphia, Pennsylvania 19101 

215-596-1018 

Regional Administrator 
Carmen L. Battaglia 
Office of Education, HEW 
101 Marietta Tower, Third Floor 
Atlanta, Georgia 30323 

404-526-5008 

Regional Administrator 
Francis J. Yanni 
Office of Education, HEW 
300 South Wacker Drive 
Chicago, Illinois 60606 

312-353-5127 



VI 

VII 

VIII 

IX 

x 

Regional Administrator 
Arthur Lee Hardwick (Acting) 
Office of Education, HEW 
1200 Main Tower Building 
Dallas, Texas 75202 

214-767-3852 

Regional Administrator 
Joseph A. Wetlstein (Acting) 
Office of Education, HEW 
601 East 12th Street 
Ka.nsas City, Mis souri 64106 

816-837-5875 

Regional Administrator 
Irwin E. Kirk (Acting) 
Office of Education, HEW 
11037 Fecieral Office Building 
19th and Stout Streets 
Denver, Colorado 802.94 

303 -.837 -4128 

Regional Administrator 
Charles F. Hampton 
Office of Education, HEW 
50 United Nations Plaza 
San Fra.ncisco, California' 94102 

415-556-8382 

Regional Administrator 
Philips W. Rockefeller 
Office of Education, HEW 
Arcade Building - M. S. 1506 
1321 Second Avenue 
Seattle, Washington 981Cil 

206-442-0434 

Headqua rte rs 

Offire of Education/BSF A 
Division Certification and Program Review 
ROB 3 - Room 4310 
7th & D St:-eets. S W 
Washington, D. C. 

202 -245- 2475 

APPENDIX B 
(Page 2) • 



• 
APPENDIX C-l 

LE'l"l'ER OF ENGAGEMENT 

FOR AUDITINC SERVICES 

TO A CAMPUS-BASED PROGRAM INSTITUTION 

(SUGGESTED CONTENT) 

An institution utilizing an independent auditor'· to perform the examination 

described in this Audit Guide may be engaging the same auditor already involved 

in examining the general financial statements of the institution. In other 

instances. the independent auditor may be engaged exclusively to perform the' 

campus-Based Progra:ms examination. In either case, it is advisable to have a separate 

engagement letter setting forth the special circumstance~ of the three Program 

examinatioDSin addition to any other general conditions which may be appropriately 

set forth in writing to assure that both parties understand their joint and 

several obligations. 

The form of the engagement letter may vary from the relatively informal 

"proposal letterll type frequently. prepared by independent auo.itors and counter

~Signed by the institution. to a mor~ formal type of document prepared by the 

institution and countersigned by the auditor, which is similar in style to 

purchase orders used to acquire services from all independent contractors. 

Rega::'dless of the form and style, the matters described in the following 

paragraphs should be covered by the engagement letter: 

Objecti',es of Enll:agement 

The general objectives set forth in section 1:4 of the Audit Guide sho'.lld 

be spelled out in the letter or incorporated by reference. Since ~~e objectives 

of this type.of ~~aminatien are somewhat different from that df general purpose 

financiAl statenents, mutual lJ.ncierstanding of the objectives or this spe-:ial 

ex~inatioQ is critical to the satisfactory completion of the engagement. The 

grant period c~ered by the ~~amination should be set forth. For institutions 

BEST AVAILABLE COpy 



having multiple campuses with decentralized funding and/or administration of the 

BEOG Program, the campuses to be covered by the examination should be designated. ~ 

Scope of Engagement 

The scope of the exami~ation sh~uld be de.cribed in the letter. and generally 

should set forth the following representacions by the auditor: 

1. That his examination will be made in accordance with the 

financial and compliance elements of the Standards for Audit of 

Governmental Organizations. Prov,rams, Activities &·Functions issued 

by the Comptroller General of the United States in June 1972 (1974 

reprint) • 

2. That, accordingly, the auditor will conduct such tests of 

the accounting records and such other a.uditing proc.edures as he 

considers necessary in the circumstances. 

3. '.chat the Guide for Audits of NDSL. CWS. and SEOG 

Programs,. Department of Health, Education., and Welfare., dated 

_________________ 1978 was used in the examination. 

4. That the purpose of the ~~amination is to achieve the 

objectives set forth earlier and to report thereon. 

How the En~a2ement is to be Conducted 

The engagement: letter should contain a de~cript,;.on of the conditions Iolhich 

the auditor and the inscitution are obliged to me~t in the conduct of the 

engageQent and for a period after the ~~~ination is completed. Special conditions 

which should be referred to iu the letter include: 

1. Required communicacion with the HEW Regional Audit Director 

when the auditor believes that cacerial errors o~ i:regularities may 

exist (see Audit Guide, paragraph 1.5), 



2. Availability of working papers for review and requirement3 

~ for retention of working papers (see Audit Guide, paragraph 1.6). 

General conditions whi~h should be set forth in the engagement lette~ 

~nclude such m~tters as: 

1. Timdng of auditor's field work, both interim and final. 

2. Availability of reco~ds supplied by institution. 

3. Support resources (spece, personnel, etc.) and coordination 
1.:, 

efforts to be supplied by the institution. This would include 

preparation of working papers and schedules, and arranging appointments 

and other efforts which the institution ~ill undertake that may have 

a significant impact on the ~~tent of time required of the auditor 

and, hence, his fees. 

4. Estimated date of delivery of his report. 

5. The number of copies. of the report to be provided by the 

auditor. This should cover the 13 c~pies required by HEW Regional 

Audit Director (:3ee paragraph 3,.6) and such additional copies (at 

~ least 2) as the institution requires. 

Fees and Ex~enses 

The cost of an ~~amination will vary substantially, based on ~ number of 

:actors including the size of the program, strength of the internal controls, 

lvaila.bility of records, degree of complianc e, support provided by the ins ti tution, 

tnd· familia.rity of institutional and audit personnel with the special requirem~nt.s 

If the Program and Audit Guide. Where the auditor p.eriorms the Campus-Based Program 

udits in addition to, but simultaneously with, the examination of the institution's 

jeneral financial statenents, certain economies should be reali=ed as cont~asted 

vith an audit of the three l?rograms alone. 



In any event, the engagement tetter should set forth an est.imate of :Eees and 

~penses relative to this examination, as well as the manner of payment. This may ~ 

be set: farfh 88 a maximum fee, fee range, or B~ngle estimated fee. SimilAriy, 

est:iml!;ted expenses for out-of-pocket: costs relating directly to the engag51ent 

should be set forth. 

The institution may require that further detail be set forth in the letter 

with respect to the estima'/:ed level of effort of professional personnel (man-hours/ 

iXlan-days) to be provided by the auditor in considerati.on of the fees quoted. 

Provision should be made in the letter to protect the institution against 

significant unanticipated costs in excess of the original estimate. This may 

be achieved by including in the letter a requirement that the auditor notify the 

institution on a t~ely basis as soon as it is evident that the cost eseimate will 

be exceeded beyond s<?me margin or the maximum cost quoted. The institution should 

,eserve the right in the letter td limit its obligation to the auditor to 4 certain 

SUM until that sum is amended in wri~ing by both parties. 

The timing of payment of fees and ~~penses, as well as the documentation 

to be provided by the auditor in hiB bil~ should be set forth in the letter. 

Cnterim billing~ with final billing after delivery of the auditor's report, are 

1 common practice. Interim and final bills should contain sufficient supporting 

Lnformation to enable the institution to determine that the payments it is making 

lre in accordance with all of the terms of the engagement letter, especially ~ith 

:egard to the basis described for determining the fees and ~~penses. 

EXecution of En2a2enent Letter 

The engagement letter shoula be dated and signed by the auditor (member of 

:he fir:n) and by an authorized instituticmal officer. Copies should be prOVided 

:0 both parties. Any amendments of significant matt:ers covered by the engage:nent 

.etter should be similarly ~~ecuted in writing. 



• LETTER OF ENGAGEMENT 

FOR AUDITING SERVICES 

APPENDIX C.2" 

TO'A CAMPUS.BASED PROGRAM INSTITUTION 

(a suggested format) 

THIS LETTER OF ENGAGEMENT, entered into as of this _____ day 

of ____________ ~ ____ , 19 ____ , by and bet'veen, ________________________ __ 

of the city of _________ __ County of ___________ _ 

State of _______________ , hereinafter referred to as the Institution, 

and Certified Public Accountant, (or ---------
__________________ Licensed Public Accountant) of the City of ____ _ 

1Ir------------' County of ___________ , State of _____ _ 

_____________ , hereinafter refe:r.red to as the Auditor. 

WITNESSE TH THAT 

The Institution and the Auditor agree as follows: 

1. The Auditor shall, in a professional manner, perform the followiI?-g 

service~ : 

A. For the period _______ , 19 __ , to _____ ~ _____ _ 19 __ , 

the Auditor shall in accordance with Standards For Audit Of 

Governmental Organizations, Programs, Activit~es, &: Functions 

examine the financial st atements and records of the Institution 

as they relate to the programs fo1" the grant year ended 

and shall issue a report on the examination. In addition, the 

Auditor shall perform such othe r audit steps and examine such 



other activities as set forth in the Guide for Audits of 

Campus Based Programs. The report shall be prepared 

as pres cribed by the for~going guide and shall be furnished to 

the Ins titution I s Board of Directors. Thirteen copies of the final 

audit report must be furnished directly by the Auditor to the HEW 

Regional Audit Director (see Appendix A of prescribed audit guide 

for addresses). 

B. The Auditor shall fam.iliarize himself with applicable requirements 

as set forth in the audit guide prescribed in flAil above. 

Z. The Institution shall furnish the following to the Auditor: 

A. All financial records, books of original entry, supporting. documents 

and other related records, as requested. 

• 

B. Copies of the Institution's corporate charter, by laws, minutes of e 
the Board of Directors, policy directives, grant agreements, 

contracts, leases, budgets, and other docwnents or data pertinent 

to the programs Official Authorization Letter ror the period 

July 1, 1977 through June 30, 1978, and such other information 

as may be required in the conduct of his examination. 

C. Adequate working space and other facilities for the conduct of 

his examination. 

D. Assistance by Institution! s staff - which is considered desirable 

and necessary - including, but not limited to, the preparation of 

account analyses, summaries, and other working papers which 



may reduce the time required for the examination an.d, 

• consequently, audit costs. 

3. The Auditor shall pl~omptly inform a responsible official of the 

Institution and the HEW Regional Audit Dh'ector regarding reasonable 

indication of defalcation or other irregularities that may come to 

his attention in conne ction ~?ith the examination. 

4. The Auditor shall commence his examination on or about the day of 

______________ , 19 __ , and as expeditiously as possible 

5. 

e 

complete his report within approximately calendar days. ------
Provided further tha,l; such estimated completion date may.be 

modified by mutual agreement of the parties. 

It is understood that the fees for the services of the Auditor as set 

forth in paragra.ph 1A above shall be computed a.ccording to the 

following schedule of hourly rates: 

Junior accountants ..•.•••.•..••..••••. $ ________ $ ______ _ 

Semi-senior accountants .•••.•.•..•••. $ _________ $ 

Senior ac countants •..•.•••••..•••..•••• $ ________ $ ______ _ 

~anagers .................•......••.. $ ___________ $ _______ ___ 

Principals ....................... e ••• $ _________ $ ______ _ 

Clerical Staff .....•.•..•...•........ $ _______ $ ______ _ 



Other direct expenses relating to the Engagement may also be 

billed by the Auditor. • 6. The Auditor shall exert every effort to perform the services set 

forth in paragraphs lA, IB, 3, and 4 of this Engagement for an 

amount not to exceed $ ----- The Auditor further agrees to 

notify the Institution if and when it is evident that this cost level 

will be exceeded. Such notification shall include a statement of the 

reasons why the Auditor will be unable to complete the services 

. 
without exceeding the agreed upon cost lE!vel and a statement of 

the additional amount of funds necessary to complete the services. 

It is understood that the amount payabh! pursuant to this paragraph 

of this Engagement shall at that time be subject to revision pursuant 

to a mutually agreed upon written amemdment, but that in no event e 
shall the amount payable pursuant to this paragraph of this 

Engagement exceed $_) ___ in the absence of a written amendment 

to the contrary. 

7. Payment shall be made by the Institution upon receipt of the Auditor' 5 

final report, prepared in accordance with the provisions of this 

Engagement, and the Auditor's itemized statement. 

8. The Auditor agrees to retain all working papers, aud.it programs and 

other documents prepared or obtained during the course of the 

audit fora minimum period of Ii ve years or for a longer period 

where conditions of exceptions exist as identified in section 1. 6 of 

the pres cribed audit guide, and to make them available '-1pon 



request during this period for the use of the Institution, the DREW 

• auditors, and/or the U.S. General Accounting Office. 

9. IN WITNESS WHEREOF, the Institution and the Auditor have 

executed this Letter of Engagement as of the date indicated below. 

Auditor Instit1.:ttion --------------------------
By __ _ 

Title ____________________________ Title ____________________________ ___ 



• DEPARlMENI' OF HEALTH, EIJlX:ATION, AND WELFARE 
OFFICE OF EIJlX:ATION 
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APPENDIX D 

(referred to helCM as the "Institution") am. the Ccmnissioner of Fducation, U.S. Departlnent of Health, 
Edl.lcation, and Welfare (referred to ~~ow as the "camu.ssioner"l &.:Jree to the te:lns of ARl'l:CU:S r, II. XI 
and XII, am. the o1:her ARl'ICIES of this agreerrent that are ~licabJ.e to each program identified in 
ARI'ICLE I. 

ARl'ICLE I. SCOPE OF CDIJERl\GE 

1. This Agreerrent covers tlle Institution"s eligibility to pa:cticipate in e.."\Ch of the following checked 
programs: 

(x) BASIC EDOCATICNAL OPPORl'UNITY GRANl'S PR:XWIM (BEX:X;) -~ Disbursarent System 20 U.S.C. 1070at 
45 CPR Part 190. 

( ) BASIC EIJlX:ATIONAL OPPORruNI'lY GR1INl'S PRXiRAM (BEX:X;) - Alternate DiEbJrsarent System 20 U.S.C. 1070at 
45 CPR Part 190 Subpart H. 

(X) NATlOOAL DIROCT STUDENT L01\N PRXWIM (NDSL) * - 20 U.S.C. 10B7aa-10B7fft 45 CPR Part H4. 

( 1 GUARANlEED STUDENT UlAN PRJGRAM (GSLP) - 20 U.S.C. 1071-10B7-4; 45 CPR Part 177. 

(x) SUPPLEMENrAL EOOCATIrnAL OPPORl'llNI'lY GRANTS PKXiRAM (SEDG) - 20 U.S.C. 1070b; 45 CPR Part 176. 

(X) COLLEGE WJRK S'ruDY PRJGR1IM (CWS) - 42 U.S.C. 2751-2756; 45 CPR Part 175, SuI::plrt A. 

( ) JOB lLCATION JI.ND DEVELOFMEm' PIOiRlIM - 42 U.S.C. 2756a; 45 CPR Part 175, SuI::plrt B. 

* The National Dire.ct St!Jdent Loan Program is a oontinuation of the National Defense Student Loan Program 
autmrized by Title II of the National Defense Education Act of 195B, as ane"ded. (20 U.S.C. 421-429) 

2. The Institution agrees to CXllply with the statute of each program chec::ked, 1!J.rr;l ~licab1e provision 
of the "General Provisions'Relating to Student Assistance Programs" found in Title IV'-F of the Higher 
Education Act of 1965, as amen:9.ed (20 U.S.C. 10BB-IOBBg) ("General Provisions") am 8rr:I regulations, as 
the-j becx:Jre effective, :1nplerrenting tb::lse statuto:..y requirerrents. 

3. The Institution agrees to use the funds advanced to it under e:lCh program for the ~ specified 
in, and in acoordance with the provisions set forth in, the statute autlDrizi.rJJ the program, the "General 
Provisions", and the regulations in effect :inplerrenti.ng that program statute am the ftGeneral Provisioos. 

4. The Institution agrees to cx:rrply with Title VI of the Civil Rights Act of 1964, as amended, am. the 
regulations inp1BllE'nting t.llat act, 45 CPR Part 80 am. B1 (discr;irni.nation on the basis of race, oo10r, or 
national origin); Tit..le IX of the Education Anenanents of 1972 arr:l its :iJlt:!1errenti.ng regulation, 45 CPR 
Part B6 (discr:lmination on the basis of sex) I am section 504 of the Rehabilitation 1Ict of 1973, 45 ern 
Part 84 (discr:imination on the basis of J;ilysical handicap). 

ARl'ICLE II. ProJISlOOS A.."PLICABLE 'ID ALL PRJGR1IMS 

The Institution agrees to perform the fw1cti.ons am. activities required to be perfcmned under 
paragraphs 2 and 3 of ARl'ICLE I of this agrE!E!lrel1t. 'Dlese functions am activities include, but are 
rot limited to: 

1. Student Eligibility 

Before paying any noney under 8rr:I program (other than the Guaranteed Stldmt Loan Program), the 
Institution a.grees to:' , 

(a) detennine that a student is eligible under the specific program regulations for that 
assistance, am. 
(b) have on file the required executed affidavit of edu::ational ~se. 



" 

Before providing any infonnation to a lender umer the Guaranteed Student loan Program, the 
Institution agrees to detennine that a student is eligible for that loan. 

2. 2\dministrative Allowance 

If an Institution receives an ad!r..inistrative allCMance umer any program, it agrees to use those 
£uro.s to carry out the Student COnsurrer Infonnation requirarents set forth in section 493A of the Higher 
Education A..'"t of 1965, as amen:1ed, and the Student COIlSl.mleI' Infonnation Senrices regulations, 45 CFR 178. 
The Institution agrees to use any administrative al1CMance renaining after it carri& out those activities 
to administer the Federal. student financial assistance programs. 

ARl'ICIE III. BASIC GRANTS PROGRAM - REGUIlIR DISBURSEMENT SYSTEM 

The Xnstitution agrees to p~rfOlJ!\ the functions and activities set forth in subpart G of the program 
regulations (45 CFR 190, Subpart G). 'l'hese functions incltx'le, but are not limited to: 

1. 
2. 

3. 

4. 
5. 
6. 

detelJni.ni.ng the eligibility of students to receive awards, 
c:arp.1ting the illlOunt of Basic Grants accorcling' to Subpart F of t.l}e program regulations 
and the payment sche:1ule p1."0\7ided by the CCmnissioner, 
doclInenting and verifying the infonnation on the Student Eligibility Report for students 
aelected by the camu.ssioner, 
paying fUi1dS to the student directly or to the stu:lent's account, 
reo::lVering award overpaym=nts, and 
maintaining recx:>rds and accounting for furids. 

1\RrICIE N. BASIC GRANTS ProGRAM - AL'I'EmATE DISBUFSlHm' SYSTEM_ 

Under the Alternate Disbursarent System the Institution agrees to perfOlJ!\ the functions set forth 
in subpart H of the program regulations. (45.CFR 190, Subpart H). These functions include: 

1. providing each student, upon request, with the appropriate fOlJ!\ needed to calculate 
the student's award, 

2. providing infoIltlation necessary for the OCItPlltation and disbursarent of awards 
incluling confirming that the student is eligible for a payment, 

3. certifying the accuracy of the info:anation suppliEd by the student, 
4 . IT'.ti.ntaining records relating to a Basic Grant recipient t s enrollment status, 

costs of attendance and period of enrollment, and 
5. pro-viding access to the cannissioner or his designate to ti¥;>se records. 

ARl'Icrn V. Nll..TICNAL DIRrX:r S'ruDENr ID1IN - SPECIFIC ProJISICNS 

1. The Institution agrees to establish and maintain a National Direct Sttx'lent Ulan FurXl (FurXl) for the 
plrIXlse of making loans to eligible students. (Any st:u1ent loan Fund establishe:1 under an agreement under 
Se=tlon 204 of Title II of the National Defense Education Act of 1::0'58, as amen::1ed, is considered estab
lished urxier Section 463 of Title TV, Part E, of the Higher Education Act of 1965, as amen:1e:1. Any 
asset of that Furxi is considered to be an asse1~ of the Fund established undt;'r this Agrearent.) 

2. The lnstitution agrees to defX)Sit prcttptly in the Fund: 

(a) Federal Capital COntributions received b'y 1-he Institution, 
(b) an arrount fran its own furds, equal to not less than one-ninth of the Federal 

cOntribution (Institutiot1ii,l capital contribution) , 
(c) collections of principal and interest on loans made fran the Furxi, 
(d) ~ty charges collected according to Subpart B of the program regulations, 
(e) payments made to the Institution by the Carrnissioner as a result of cancellations 

on loans made after June JO, 1972 (Direct Ir.ans) , 
(fl any other earnings of the :E'und I and 
(g) srort-tetnl interest-free loans made by the Institution to the Fund ,i" anticipation 

of collections. 

3. 'the Institution agrees to use the Furxi only for: 

(a) loans to students in accordance with the program regulations, 
(b) an administrative allCMaltce in accordance with ARrIc..u: II, paragraph 2 of this 

Agreenent, 
(cl costs of litigation and other collection costs a:; speci£ie:1 in subpart C of the 

program regulations, 
(d) capital distributions as providerl in Subpart A of the program regulations, an:} 
(e) repayment to the institution of the short-u>..tTlI loans nade in accordance with 

subparagraj;h 2 (g) of this Article. 

• 

4. The Institution agrees to use due diligence in the collection of loans made fran the Fund according -
to the xequiranellts of Subpart C of the 'program regulations. If a loan has been in default for at least • 

-b1o years despite the Institut.ion's exercise of due diligence, the Institution may assign its rights to 
the rote to the Unital States Goverrrnent .,,'ithout r~. 

. .. ~ 



• 
5. The Institution agrees to sutrnit a report to the Ccrtmissioner on at least a semi-annual basis 
in:1icatin] the total .IlI.Jllber of loans made fran its Fund which are in default for 120 days for loans 
repayable in IlOnthly instal1nents or for 180 days for loans repayable in less frequent instal1nents, 
an:'i 

6. The Institution agrees to mike loans fran the Fund ~easonab1y available (to the extent of available 
funds in the Fund) to all eligible stuc1ents in need thereof. 

ARTICLE VI. GUAFANl'EED S'IUDENT UlliN - SPEX::IFIC POOVISICNS 

1. The Institution agrees to c:IlPly with all program statutes an:'i regulations. 

2. This Agrement does not authorize the Institution to make loans under the Guaranteed Stuc1ent !Dan 
Program. 

ARTICLE VII. S\..iPPLEl>lENrAL EI:JU:ATlOOAL OPPORl'UNIT'I GRAN'IS - SPEX::IFIC POOVISIONS 

1. The Institution agrees to consider the source of a stuc1ent's ina::me an:'i that of any irrlividual or 
individuals upon wlx:m the stuaent relies pd1l1arily for support an:'i agrees to make an awropriate review 
of the assets of the stuc1ent and these individuals in deteDni.ning whether the stulent has exceptional 
financial need. 

2. The Institution, either on its own or in CXXJperation with other eligible institutions, agrees to 
urrlertake a vigorous effort to identify youths of exceptional financial need and encourage then to 
continue their education beyond secondary school through the developnent of close liaison with high 
scix:lol principals, counselors am o:mmmity leaders. The Institution agrees, to the extent feasible, 
to make conditional a:mnitnents for SUpplerental Grants to qualified secondary stooents ~m, but for 
such grants, would be unable to receive a postse::xmdary education. In ne.king o::mnitnents, the 
Institution further agrees to place special emphasis upon students in grades 11 or lower wOO sh:lw 
evidence of academic or creative pranise. 

3. The Institution agrees to make Supplerental Grants reasonably available (to the extent of available 
funds) to all eligible stuc1ents. 

ARl'ICLE VIII. COLIEGE IDRK-STODY PP.:X;RAM - SPECIFIC PROVISIONS 

1. The Institution agrees to corrluct a program of part-tirre employrrent for eligible students in work 
for the Institution itself (except in the case of a proprietary institution of h.i.gher education), or 
work in the public interest for a Federal, State, or local public agency or a private non-profit 
organization under an arrangem:mt between the Institution am the agency or organization. That work 
is not considered in the p.lblic interest if: . 

(a) it is primarily for the benefit of the merbers of a limited rnenbership organization (such 
as a cre:lit union, a fraternal or religious order, or a =perative), rather than for the 
public at large, 

(b) it is to be performed for em elected official other ·than as part of the regular administration 
of Federal, State, or local government, or 

(c) it is work for which the political support or affiliation of the sttrlent is taken into 
consideration. 

2. In selecting students for employ.ment, the Institution agrees to give preference to stuc1ents with 
the greatest financial need, taking into accx;.unt gra'1t assistance provided the stuc1ent fran any public 
or private sources. 

3. The Institution agrees to furnish employ.ment only to a stuc1ent wOO: 

(a) has financial need; 
(b) sh:lws evidence of academic or creative pranise an:'i capability of m3.intaining good standing 

in that course of study ~hile employed; am 
(c) has been accepted for enrollm>..nt at the inst.i.t:ution as at least a half-time student or, in 

the case of a sttrlent already enrolled in am attending thE:! institution, is in good starrling 
and in atten:lance there as at least a half-time stuc1ent. 

4. (a) The Institution agrees that the Federal share of the cc:npensation of stuc1ents employed un:ier 
this Agrement will not exceed 80 percent of such canpensation. (''Federal share" ~ the evE furXls 
allocated to the institution.) 

(b) The Ccmnissioner may appro1!'2 a Federal share of IlOre than 80 percent of the CXlI'IpenSation un:ier 
conditions set forth in Subpart A of the program regulations where the Institution has been officially 
designa.ted a "developing institution of higher education," or the Institution can deronstrate that at 
least 50 percent of its stuc1ents who are enrolled as at least half-tirre students have parents wOOse 
annual adjuste:i. gross incane is less than $7,500. 

5. The Institution agrees that no stuc1ent employed in the College Vbrk-Study Program will be required 
to tenninatet:hj3.t enployrnent during a sanester (or other regular E'nrol.J.nent period) at the tirre :irxxIre 
derived fran any additional employrnent tog'ether with the College Vbrk-Study ina::xne is in excess of the 



arrount detennined to be needed by the student for that serestel:' (or other regular enrollment period) • 
However, when that excess ino:::are equals $200 or m:>re, continued anployment urXIer the Colle;e W:>rk-Study 
Program IlUlSt not be subsidized with funds allocated to the Institution urXIer this part. 

6. The Institution agrees that anployment under the College '~rk-Stlxly Program will be made reasonably 
avaj.lable (to the extent of the available funds) to all eligible sttxlents in the Institution :In need 
ther.eof, and that equivalent erq>loyment offered or arranged by the Institution will be made reasonably 
available (to the extent of available funds) to all stalents in the Institution wOO desire anployment. 

7. An area vocational scOOol agrees to the provisions of paragraph (1) through"(6) of this Article and 
further agrees that a student in that sch:lol is eligible to participate in the College ~rk-Study Program 
only if the student: 

(a) Has a certificate of gradUation fran a school providing secondary education or the recogniz~ 
equivalent of that certificate (GED); and 

(b) Is r:;ursuing a program of education or traIDing tmich requ.:iXe5 at least six nonths to cx::mplete 
and is designiXl to prepare the sttrlent for gainful anployment in a recognized occupation. 

~ICLE IX. MlIINTENllNCE OF EFFOlU' - sr:p:; AND Ci'lS P~ oo..y 

l~ For each award year in which an Institution receives an allocation undez' the Supplanental Educational 
Oppor'b:mity Grants Program or the College ~rk-Study Program, the Institution agrees to spend fran its 
own scholarship and student aid programs, fran S01ZCes other than funds received under this AJreanent, an 
arrount which is not less than its three year base level arrount. The base level arrount is calculated in 
accordance with the maintenance of effort section of the Supplanental Dl1.1.cational ~tunity Grants 
Program and t.ollege WOrk-Study Program regulations (45 ern 176 and 175 respectively) • 

2. This Agre.."fiient is not a new agreanent for r:urposes of the maintenance of effort requiranents set 
f.orth in the Snpplarental Educational Opportunity Grants and Colle;e ~rk-Study Program regulations. 

llRrICLE X. JOB lllC'.ATICN AND DEVELOPMENI' PImRAM - SPEX::I€'IC PIDlISIOOS 

In /astablishing a Job Location and Develor;rnent Program, or in eKpanding its C7.m exi!:;ting prc.g;:am, 
the Inst.i.tution agrees to cx::mply with the conditions set forth in 45 CPR 175 Subpart B which include, 
but are not limited to, the following: 

1. The Institution certifies that the Federal funds used for this program can realistically be 
expected to help generate stude-nt wages exceeding in the aggr€f:Jate the arrounts of these Fe::1eral 
funds. 

2. The Federal share of the cost of any Job UX:ation and Developnent program, will not exceed 80 
percent of the program's cost. 

3. The Institution will continue to spend in its own jdJ location am developTeIlt programs, fran 
sources other than funds receive::1 urrler Subpa...-t B of the program regulations, not less than the 
average exJ;enditures per year made during the nost recent three fiscal years preceding the 
effective date of this Agreem=nt. 

4. The Program will locate and develop jobs for students during and between periods of enrollment 
and will not locate or develop jdJs for students to obtain upon graduation. 

5. The Program will not: 

(tl) locate or develop jobs at the Institution, or 
(b) displace currently enployed. \olOrkers, or impair existing contracts for services. 

6. The Institution will scl:lnit an annual report to the Ccmnissioner providing: 

(a) the uses made of funds provided for the Job D:>cation and Developnent Program 
regulations, and 

(b) an evaluatioI}of the effectiveness of the program in benefitting students of 
the Inst1.tut:ion. 

7. If funds are used to contract with another organization, the contract will include appropriate 
performance st:andards. 

8. The effective date of the Job Location and Develorment Program will be the later of (a) July 1, 
1977 or (b) the date on which this program is initiated by the Institution. 

ARI'ICIE XI. AGREEMENr DURATIOO 

1. Except for the Job Location and Developnent Program discussed in ARI'ICLE X, this Agreanent is 
effective on the date executed by the COtmlissioner. This Agreanent supersedes any prior Agreanents 
betrileel1 the o:mni.ssioner and the Institution concerning the administration of any Title :rJ program 
CO\~ered by this Agreanent. 



.2. This Agreement teIrninates: 

(a) On the date the Institution Wlde.rgoes a change of CMnership which results in a change 
of oontrol, or 

(b) On J1.Ule 30th of the award year in which the Institution W1deIgOE!S a certification rell'iew. 

3 •. A certification review means a fomal awraisal by the Commissioner of the Institution's financial 
responsibility an::1 administrative capability to administer an::1 participate in the programs oovered by 
this Agreem:nt. 

-1. ~ssioner or the Institution may tenn;inate this h;Jreement under a p:t1:)3LdllI regulation or W1der 
the L:imitatlon, Suspension or TeImi.nation regulations (45 CFR 169). In the event of teIrnination by either 
party, the teImination will beo:tre effective on the date specified by the applicable regulation. 

ARI'ICLE XII. SI~'IORIES 

As Chief EKecutive Officer of this Institution, I agree that this Institution, its bramh Cat1pJ..c;(es) 
(if any) an::1 its representatives will cx::mply with all laws arx1 program regulations applicable under this 
Agreement. 

signature of Chief EKecutive Officer 

Jalm Doe 
Nane 

Business Manager 
Title 

This agreetlE!l1t incltrles the following Branch Ccmq;lus(es): 

Nane(s) an::1 Address(es) of Branch Cdili'US(es) 

None 

For the Commissioner 

July 8,. 1978 
Date 

IRS-EI NIII'ber 

Date 
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APPENDIX E 

DEPARTMENT OF HEALTH. EDUCATION. AND WELFARE 
OFFICE OF EDUCATION 

BUREAU OF POSTSECONDARY EDUCATION 

WASHINGTON. D.C. 20Zlla 

Dr. Joe Smith 
President 
XYZ University 
Any City USA 20202 

IN REPLY REFER TOI 

OE BPE DSFA PSB 

Date May 24, 1977 

Entity No.: 808106482lAl 

OFFICIAL NOTICE OF FUNDING FOR THE SUPPLEMENTAL EDUCATIONAL OPPORTUNITY GRANTS, 
COLLEGE WORK-STUDY AND/OR NATIONAL DIRECI' STUDENT LOAN PROGRAMS 

GRANT PERIOD: JULy 1, 1977 THRJUGH JUNE 30, 1978 

SUPPLEMENTAL EDOCATICNAL OPPORI'ONITY GRANTS PRffiRAM 

DXUMENT NUMBER: POQ78CXXX)1 JNITIAL: $ 11,000 

DOCUMENT NUMBER: P007810000 CONl'rnu~: $ 7,420 

'IO"Iru.. AWARD: $ 18,420 

CAN 72003058 APPROPRIATION NO: 7570293 o.c.c. 41.31 

COLLEGE IDRK STUDy PROGRAM 

DOCUMENT NUMBER: P00789CXXX) AWARD: $ 60,000 

CAN 72003165 APPROPRIATION ID: 757/90293 O.c.c. 41.31 

NATlOOAL DIRECI' STUDENT LOAN PRClGRAL'1 

LEVEL OF LENDING: $ 175,000 

DOCUMENT NUMBER: P007881111 
FEDERAL CAPITAL 

COOTRIBUTION: $ 125,170 

CAN 72002902 APPROPRIATION ID: 7570293 O.c.c. 33.20 

Payment will be made under the HEW Federal Assistance Financing system. Questions pertaining only to pay 
ments should be directed to the Federal Assistance Financing Branch, (Room 426), 5333 Westbard Avenue 
Bethesda, Maryland 20014, (301) 496-7316. 

~£4, ~ ~~~Jc _ 

~ JarnesG.Al1en 
Chief, Program Support Branch 
Division of Student Financial Aid 
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APPENDIX F 

WEDNESDAY, NOVEMBER 24, 1976 

PART II: 

DEPARTMENT OF 
.HEALTH, 

EDUCATION, AND -
WELFARE 

OHice of Education 

• 

NATIONAL DIREa 
STUDENT LOAN 
PROGRAM AND 
SUPPLEMENTAL 

EDUCATION 
OPPORTUNITY GRANTS 

PROGRAM 

Interim Regulations 
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Title 45-Public Welfalll , 
CHAPTER I-oFFICE OF EDUCATION, DE~ 

PARTMENT OF HEALTH, EDUCATION, 
AND WELFARE 

RULES AND REGULATIONS 

the proposed regulation. In addition. in
terested persoll8 were inVited to submit 
written comments and recommendations 
to the U.S. omce of Education, Room 
208~. Federal Oitlce Building Six. 400 

PART 144-NATIONAL DIRECT STUDEN1' Maryland Avenue, ·SW.. Washington, 
LOANS D.C" Attention: Chairman, Office of Ed

PART 176-SUPPlEMENTAL EDUCA· 
TIONAL OPPORTUNITY GRANTS 

ucation Task Force on Section 503. 
Written comments were received and 
considered. . 

Interim Regulations Furthennore, the Education Amend-
1. The National Direct Student Loan ments,of 1976, Pub. L. 94-482 was en

Program (NDSL) is a long-term, defer- acted which made changes in the oper
red repayment loan program established ation of the Loan Program. Those 
at institutions of postsecondary educa- changes affecting the operation of the 
tion to provide loans to needy students to program for the current academic year 
meet their educational expenses. have been incorporated into these l"I~g-

A student may borrow up to a total of: ulations. 
(a) $2,500 if he is enrolled in a vocational As a result of such comment&, interim 
program or if he has completed less than regulations arc being published, as set 
two years of a program leading to a forth below, t.o enable further public 
bachelor's degree; (b) $5,000 if he is an comments, suggestions, and recommen
undergraduate student who has already dations. These interim regulations, when 
completed two years of study toward a they become effective in accordance with 
bachelor's degree; (This total includes section 431<d) of the General Education 
any amount he has borrowed under the Provisions Act (20 U.S.C. 1232(d», will 
NDSL Program for his first two years of gov.ern the operation of the National Di~ 
study) ,and (c) $10,000 for graduate rect Student Loan Program until such 
study. (This total includes any amount time as final regulations Bre publi3hed 
the student borrowed under the NDSL and become effective. 
Program for his undergraduate study.) Interested parties are invited to sub~ 

Repayment on these 10a05 begins 9 mit written comments, suggestions, or 
months from the time a. student grad- objections to the Office of Education, 
uates or ceases (;0 be enrolled as at least Bureau of P06tseeondary Education, Di
ll. half-time student. Normally the stu- vision of Student Financial Aid,Room 
dent is allowed ten years to repay..the 4004, 7th &I D St., S.W .• Washington, D.C. 
loan. During the repayment period, the 20202. All relevant material must be re
interest charge is 3 percent simple-'in- ceived not later than February 22. 1976. 
terest on the unpaid balance of the loan Comments received will be available for 
principal. Loans are repaid directly to pubUe inspectIon at the above office 
the lending institution and are thus Monday through Frida.y between 8:00 
available for making new loans to other a.m. and 4:30 p.m. 
needy students." A. Summary 01 Comments-Otlice 0/ 

No payments are required and no in- Education Response. The following oral 
terest accrues for up tp three years while-. and written comments were received by 
the student borrower serves as a member the Office of Education regarding the 
of the Armed Forces of the United notice of proposed rulemaking (NPRM). 
states, Peace Corps, or Vista. Also no After a summary of each comment, a re
payment is required and nomterest ac- sponse is set forth stating the changes 
crues during periods when the student which have been made in the regulatIon, 
borrower is enrolled for at least a half- or the reasons why no change is deemed 
time course of study at an eligible post- necessary. In View of the large volume 
secondary institution. of comments received, the Office of Ed-

Cancellation of part or all of a loon ucation has summa.rized 90S many of the 
may be granted to student borrowers who comments as possible under single head
go into certain fields of teaching or spec- ings. 
ified military duty. ,SECTION 144.2 DEFINlTIONS 

A prospective stu.dent borrower should 
contact the financial aid omcer at the 
institution in which he is enrolled or ex
pects to be enrolled for details concern
Ing an application for such a loan. 
. A notice ot propOsed rule making was 

published in the FEDERAL REGISTER on 
October 14, 1975 (40 FR 48252-48264) 
setting forth regulations for the National 
Direct Student Loan Program authorized 
by Title IV of the Higher Education Act 
of 1965, as amended (20 U.s.C. 1087aa-
87ffl, and Title n of the National De
fense Educa~lon Act of 1958 (20 U.S.C. 
421-29), Pursuant to section,.t;03 of the 
Education Amendments ot 1972 (Pub. L. 
92-318) hearings were held at the U.S. 
Ofilce of Education in Washington, D.C. 
and the Regional Offices of Education in 
Dallas, Texas and San Francisco, Call
fornia and comments were received on 

~ 

ACADEMIC YEAR 

Comment. One commenter requested 
clarificatioll of the Vf/rb "complete" as it 
is used 1n this def.inition, questioning
whether it implied a specific require
ment upon a student to earn credits or 
to remain enrolled in a course from which 
he might otherwise choose to withdraw. 

Response. The definition of an "aca
demic year" is an attempt to define a 
period of time in a manner which will 
provide comparability among institu
tions using differing units of measure
ment for organizing instl".lctional peri
ods. Taken in context, the verb "com
plete" clearly is used in a general sense 
as part of the definition of a. unit of 
measurement: ... • • a period of time 
• • • in whiCh a full-time student would 
normally be expected to complete the 

equivalent • • .,' Student ellgLbUity ra- e 
qUirements are included elsewhere in the 
regulations. . 

Comment. Two commenters questioned 
whether a difference in meaning was in
tended in the use of the verbs "pursuing" 
in defining a full-time student and 
"carrying" in defining a half-time stu
dent. 

Response. No difference was intended. 
In response to the commenter's sugges
tion, the term "carrying" will be used 
uniformly in both definitions, 

GOOD STANDING 

Comment. Several commenters recom
mended that the definition of the term 
"good standing" be amended to include 
criteria ot!ler than simple eligibility to 
continue in attendance in accordance 
with Institutional standards and prac
tices. These commenters noted that some 
public institutions are reqUired by State 
law to pennit any state resident to con~ 
tintUl in attendance as long as he or she 
wishes, without regard to the student's 
academic perl'onnance. 

Rellpo1l.S(l. The commenter's recom
menda.tion has, been adopted. The defini-
tion of "good standing" has been ex
panded to provide that for purposes of 
student. eligibl11ty under the National 
Direct Student Loan Program, institu
tional standards'must provide that the 
student is making measurable progress 
toward the compleUon of his course of 
studY. Thus a student who fails all of his 
CQurses cannot be considered in good 
standing for purposes of detennining his 
eligibility for continued aid under the Na- a 
tional Direct Student Loan Program. ., 

HALF-TIME STUDENT 

Comment. One commenter suggested 
that for purposes of consistency the 
phrase ''whether or not for credit" should 
either be deleted from the definition of It" 
fUll-time student or added to the defini
tion of a half-time student. 

Response. The commenter's point is 
well taken; the phrase "whether or not 
for credit" has been deleted from the 
definition of a full-time student. 

Com.ment. One commenter ;;uggested 
that the minimum number of semestel' or 
quarter hours cited in § 144.2(u) 
(fonnerly § 144.2(p) in the NPRM) as 
necessary to constitute a half-time 
academic work load should be increased 
from six to eight, . 

Response. The suggestion was not 
adopted as a requirement for all insti
tutions; however the commenter's insti
tution may use such a higher standard if 
it chooses to do so. The Office of. Educa
tion has tried to d,evetop a definition 
which will accommodat.e It wide variety 
of programs' and institutions of post
secondary education. The standard for 
detennining half-time student status is 
to be established by the institution, ex
cept tlu:!.t for this program it may not be 
less than the minimum set by the Office 
of Education. 

Comment. Several commenters noted 
that institutions frequently have di1fer
ent standards for full-time (and half
time) student status at the graduate 
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level as compared to their standards tor 
\Uldergraduates, often requirlng an 

,,"lCD.demic work load of fewer course hours 
than that required for undergraduates. 
'I'herefore, the commenters suggested 
that the definition of a "half-time stu
dent" should be expanded to include a 
lower minimum number of hours per 
term for graduate and professional half
time students. 

Response. In accordance with the com
menters' suggestions, a definition of the 
term "half-ttme graduate student" has 
been included in the regulations. 

Comment. Two commenters suggested 
the inclusion in the regulations of a defi
nition of "postsecondary student" to 
facilitate eligibility det.erminations. 

. Response. The suggestion was not 
adcpted. The Office of Education con
siders § 144.9 which sets forth studerl.t 
eligibility criteria to be sufficient to re
solve any eligibility questions which may 
arise. 

Comment. Two commenters objected 
to the requirement set forth in § 144.2 
(7;) (1) of the regulation <I 144.2(r) of 
the NPnM) which defines an institution 
of higher education as admitting "as 
regular students only persons halTing a 
certificate of graduation from a ,school 
providing secondary education, (Ir the 
recognized equivalent of such Il. cer
tificate." One commenter observed that 
ma.ny community eolleges regularly en
roll students in academic programs with
Gut reference to their graduation from 
high school or other certification. An
other commenter noted that BOme in
stitutions may enroll students who have 
fafled to complete high school and have 
no recognized equivalent 'of a diploma, 
but are considered by the institution to 
be qualified for admission. One oom
Dl,cnter questioned whether an institu
tion following such a practice would be 
ineligible to participate in the National 
Direct Student Loan Program and an
other SUggested that the definition be 
amended to include institutions which 
admit primarily I!tudents with high 
IIOhool diplomas or the -equivalcnt but 
also others whom the institutions deems 
qualified. 

Response. The definition to which the 
commenters object is set forth in § 1201 
(a) of the Higher Education Act of 1965, 
as amended (20 U.B.C. 1141>, and ean
not be changed by regulation. It should 
be noted that § 1201(8,) (1) of the High
er Education Act and § 144.2(x) (1) of 
the -regulations require that institutions 
of higher education admit as regular 
stuCients only persons having a high 
school diploma or the recogniZed equiv
alent. Therefore, any IDstitution which 
adnlits as TCgUlar students persons who 
do not have a high school diploma or the 
recognized equivalent may not quaJify as 
an institution of higher education 8.lld 
therefore may not participate in the Na-

"tiona! Direct student Loan Program. 

PROPRIETARY INSTITUTION OF HIGHER 
EDUCATION 

'Oomment. ()ne commenter suggested 
that the resolution of eligibility questions 
could be facilitated If the definition of 

RULES AND REGULA lIONS 

an el1gl.ble program of study were in
cluded. 

Response. The commenter's suggestion 
has been adopted. A minimum standard 
for an el1g1ble program of study has been' 
included in the definition of a "Propri- , 
etary institution of higher education." 
A similar standard has been included in 
the definition of "institution of higher 
education" with respect to a one year 
vocational technical school. 
SELl'-SUl'POllnNG Oil INDEPENDENT STUDENT 

Comment. The proposed definition in
cluded B requirement that the student 
"has not lived or will not live for more 
than two consecutive weeks in the home 
of a parent during the calendar year." 
Most of the commenters felt that two 
weeks was too restrictive a period for a 
student who became ill or for a student 
recently separated from a spouse. Many 
commenters offered alternative periods 
of time for visits, varying from three 
weeks to· four months, while others sug
gested adding a waiver for exceptional 
circumstances. ,One commenter objected 
to the $600 limitation on the amount of 
assistance a "self-supporting student" 
could receive from his or her parent(s), 
and suggested that it should be ral.sP.d to 
a higher leVel. In addition several com
menters were concerned that the defini
tion did not make clear whether one or 
both parents should be deceased for a 
student to be declared ','self-SUPpOrting." 

Response. The definition of self-sup
porting or Independent student is an at
tempt to define in objectively measurable 
terms the nature of ito relatiOnship which 
is essenttally subjective rather than ob
jective. Except with regard to veterans 
this definition is one which is -or will be 
used by the other programs of student 
financial aid administered by the Office 
of Educatioll. (Section (64(e) of the Act 
(20 U.s.C. 1087dd(e» in effect requires 
that veterans be treated as independent 
students under this part.> It is recog
nized that the proposed definition is 
Somewhat arbitrary, but for the sake of 
oonsistency with other programs it is not 
being changed. However, to accommo
date the concerns which were expressed 
about this definition, provision was made 
in I 144.12 to give the student financial 
aid officer at &"'"1 institution the discre
·tkmary authority to determine in any 
particular case whether the relationship 
between a student and his parents is of 
such a nature that it is unreasonable to 
expect the parents to contribute towards 
the student's cost of education, regard
less of whether that itudent Qualifies 
lIB an independent student. 

'!be intent of the provision concerning 
a deceased parent is simplY to state the 
obvious: A student cannot be considered 
to be dependent on a deceased person. 
However, the death of one parent does 
not autorila.tically make it Wlreasonable 
to expect the surviving parent to con
tribute towards the student's cost of edu

. cation. Therefore, If there is a surviving 
parent, the test enumerated in the first 
part of the -definition would have to be 
met with respect to the relationship be
tween the student and the surviving pnr-
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ent before the student could be consid
ered self-supporting or Independent. 
Again, any hardship resulting from the 
definition may be rectified by the insti
tution's financial aid officer. 

Comment. Many commenters expressed 
varying viewpoints on the definition of 
default as ~rovided In § 144.2(f) (2) of 
the notice of proposed rule making. Most 
commenters objected to having default 
of 120 to 180 days predicated upon the 
frequency of repayment, I.e., monthly 
versus bimonthly and quarterly repay
ment schedules. Most preferred one pe
riod of 120 days for default on schedules 
of any frequency. One coxr.menter sug
gested a 90 day period on all loans. One. 
commenter SUggested a definition of 
"minor default"-120 days versus "major 
default"-180 days. ,-

Response. The Education Amendments 
of 1976 in eff~t adopted the definition 
of defaUlt set forth in the·ilotlce of pro
POSed rule making so no change was 
made. ~rthermore section 130(c) 
amended 'section 463 of the Act to require 
that all 1nst1tutions report to the Com
'llissioner on at least a sem1.-annual basis 
the number of loans in d(;fault. 
S.EcnoN 144.3 APpoRnONKENT AND REAP

PORTIONMENT OF FEDERAL CAPITAL CON
TRIBUTIONS TO STATES 

Comment. Several commenters sug
gested alternative methods of apportion
ment and -reapportionment of funds 
among the states .such that distribution 
should first be made within a state, then 
within a region and finally nation-wide. 
One commenter suggested that the 10r
mttla set forth in § 14'4..3(11.) (1) be 
amended to include students enrolled on 
at least a half-time basis rather than 

. only full-time students. 
Response. Both the apportionment and 

reapportionment pFovi51ons are required 
by the authorizing statute (§ 462 of the 
Act; 20 U.S.C. 1087bb) and therefore 
may not be changed. 

Comment. Several commenters recom
mended that the method stated in former 
regulations anti in § l.U<I-(a.) (1) of the 
proposed regulations by which the Com
missIoner exercises his discretion to ap
portion 10% of the National Direct Stu
dent Loan appropriation be phased out 
and that the Commissioner exercise his 
discretion by apportioning this sum in 
accordance with the statutory formula 
under which the 90% initial allotment 
~ the States is allocated. 

Besonse. The Office of Education con
Jlurs in this suggestion and Is drafting 
a new regulation which 'Would put the 
recommendation into effect. Howev:er, 
since this change would have II. substan
tIal impact on the amount of funds that 
institutions woUld receive, the Office of 
Ed'lcation plans to p-abllsh it as a notice 
of proposed rule making on which public 
comment will be Invited. Meanwhile, no 
chan2e is made in the rC2Ulation. 
SECTION 144.5 & 144.6 INSTITUTIONAL 

.!\.PPLICAnONs- AND FuNDING CRIn:RIA 

Comment. Several commenters Db
~ected to the method used to calculate 
delinquency rates specified .In Ilf4.5 
(a) (11) • 
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Response. New definitions of I'Delin
quency rate" (I 144.2(h) ) and "Uncol
lectible" . (§ 144.2(gg» have been in
cluded .. The effect of these revisions is 
to exclilde from the calculated delin
quency rate, for purposes of § 144.5(a) 
(11), any loan which the institution may 
return to the Federal Government as 
uncollectible. 

Comment. Two commenters expressed 
the view that it is tmreasonable to re
quire, as does § 144.5.(a) <1:1>, that an 
explanation be given if the estimated 
amount of funds collected too late for 
relending exceeds 25 percent of the total 
amount received during the entire fiso::al 
year, !Since their last disbursements are 
made .in March and their collections are 
received in the last quarter of the fiscal 
year. Both commenters indicate that 
since this is true, their institutions have 
always had cash on hand from coUec
tions received too late to relend in excess 
of 25 percent of the total amount re
ceived during the entire fiscal yev. 

Response. Since all loans made after 
196fi must be repaid on a monthly, bi
monthly, or quarterly basis, the Omce of 
Education does not understand why in
stitutions WOUld. receive an unusually 
large share of their collections in the 
last quarter of the year. Institutions are 
expected to antiCipate their collectloDll 
for the entire grant period and make 
maximum use of monies so collected. 
Funds collected in the last quarter illBY' 
also be used to make loans to students 
enrolled in summer terms, which usually 
start before J1Lne 30. 

Comment. One .commenter requested 
clarification of I 144.5 (a) (13) (§ 144.5 
(a) (12) of the NPRM) concerning the 
$20'0 average unmet need factor. 

Response. Based on the experience 
gained during the operation of this pro
gram, it has been found that a student 
frequently Is able to stay in school de
spite the fact that his full need is not 
met, but that the 11kel~ood of this hap
pening is increasingly remote as the 
amount of unmet need reaches and goes 
beyond $200. Above this level of Ullmet 
need It hi to be expected that a large' 
fraction of the group of students with 
unmet need would be forced to drop out 
of school because of lack of funds. If 
this does not occur, it must be assumed 
that the students have managed to ob
tain funds from some source not known 
to the institution.· 

Comment. One commenter questioned 
the use of the.term "annual per student 
'cos~' in § 144.5(a) (4) and suggested that 
the costs to which it refers are intended 
t{) cClver an academic yeRr rather than 
a tWlllve-month period. . 

Response. The commenter is' correct 
and the phrase has been changed in the 
final regulation ,to cover an academic 
year. 

Comment. A number of.,commenters 
objected to the requirement of a justifi
cation of any per student costs for books 
and suppl1es in excess of $175 and for: 
personal expenses in exce..~ of $450. Their 
objection was that these figUres were 
unrealistically- low, inflexible bench~ 
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mark.'i. Some suggeSted rals~ these.. Response. No special definition was 
:amounts while others felt no speciflC considered necessary. The term ".l'eason
dollar amounts should be stated. An- ableness" as applied to the funding cri
other commenter suggested, B8 a substl- terta in § 144.6 should not be construed 
tute, a regulation. setting gUidelines an as having al:1Y special meaning outside 
institution could follow in determining the normal usage of the term as defined 
student costs for various budget items. in any modem dictionary. The omce of 

Response. The proposed regulation Education considers it an appropriate 
was not changed. These amounts are term to be used as an evaluation crite
used as an average for all institutions rion by a panel of experts. 
across the nation, anathe Omce of Edu- SECTION 144,7 APPLICATION REVIEW AND 
cation does not consider them unrealis-
tically low. It Is recogniZed that some in- ApPROVAL OF REQUEST 

stitutions may vary f,rom the nann and Comment. Several commente~ sug-
that higher amounts may be Justified in gested that the term "qUal,ified perso!lS" 
some cases. Furthermore; this require- as used in this section of the proposed 
ment does not set fixed standard regulatiOns should be restated to specify 
amounts which may not be exceeded. exPerienced individuals who work di
but merely requires that higher amounts rectlY" with financial aid programs and 
be justified. '. also that the regulatiOns should require 

Comment. One commenter suggested the inclusion of !lracticing financial aid 
that § 14.4.5(a)(4) of the regulation officers. 
should include benchmark amounts for Response. The suggestion was not 
room and boa.d not provided by the in- adopted. The Commissioner feels that 
stltution and for transportatlon costs, as the wording of this term in the proposed 
well as for personal expenses. regulatiOns expresses much o! the com-

Response. 'l'he Ot!lce of Education ill menter's intent. The regulation stipUlates 
currently planning to conduct a study that the COmmissioner shall convene 
which will ha.ve as its main purpose the . panels of "qualified perwns" to evaluate 
establishment of parameters for these institutiona.l applications; obViously, a 
eaUcational costs for ulle in the applica- person cannot be considered "qualified" 
tion review process. At present no fixed unless he is 'conversant wl~h the admin
amounts have been established to be istratioll. of student financial aid pro
used as benchmark flgw:es .for these edu- grams. 
cational costs. Comment. One commenter suggested., 

· Comment. A number of commenters that the final' regulation should require 
suggested that § 144.5 include speciftc- the inclusion of practicing financial aid 
reference to the terms and conditions omce~ in the regional review proces~ 
for submitting the abbreviated appilcll- outlined in § 144.7(c) of the proposed 
tion, referred to as the "short form," regulation. 
which institutions have been allowed .to Response. The regional review proce
submit under certain condit~ons in re- dure outlined in § 144.7(c) does not pre
questing funds for FY 1976 and FY 1977. clude the use of a panel of practicing 

Response. The suggestion of the com- financial al~ officers If the regional omce 
menters has been accepted and a new chooses to employ such a panel. In some 
para,graph specifying t.enDI!. anti, tl(ll'ldi- Instances, however, the issues involved 
tions for submitting a "sh()rt form" hAS in the review of the original panel's reu
been includeil in the final regulation ~ ommendation may be handled more ex
§ 144.5(c). peditiously by direct negotiation between 

Comment. One commenter suggested the regional omce and t!le institution. 
that the deadline for submitting the ap- 'Therefore, the option to use or not use t\ 
plication be included in the regulation. panel of practicing financial a1d omcers 

· Response. The deadline for submitting at this stage of the r«:view process has 
the annual tripartite appllcation is pub- been left to each regJ.onal offige as it. 
lished each year in the FEDI!RAL Rl:GISTD. deems appropriate. In this context it 
Since various unforeseen· factors may sho\11d be noted tha.t the regulation does, 
arise which could necessitate a change provlde that an institution may request 
in the time of thl.'i deadline date from a natiorlal t.eview of the region's recom
one year to another the Omce of Edu- mendaMon.: 
cation feeis that annual publication of Comment. One commenter felt the 
the date'in the FEDERAL REGISTBR is pref- proposed regulation prevented the in
erable to including it in the program troduction of additional material at any 
regulations. -point in the appeal process. 

Comment. SOme commenters felt the Responso. The commenter is incorrect 
wording of § 144.5(b> as related to the in his assumption. Additional informa
remainder of that subsection could be tion may be presented to the regional 
construed to mean that all correspor..d- Office when'a review of the orlginal panel 
ence on financial aid matters would be recommendation is requested (45 CPR 
addressed to the president of the insti- 144.7 (c». However, no new Infcrmation 
tution. may be presented to the national review 

Response; The wording of this subsec- panel, because th<a regional office should 
tion has been revised in the final regula.- hav~ been given tb.e 'OPportunity to act 
tion to respond to the commenters' con- on any additional information prinr to 
cerns., its presentation to a national review 
· Comment. One commenter reqUeS~ _ panel. . 

a definition of the term 'reasonablenessh
' Comment. One commenter suggested 

as it Is used in this section. that the regulation should require that 
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the panel review gu,idelines be supplied 

• 
to institutions as a guide to assist them In 
completing the application. ' 

Response. The sUggestion was not 
adopted. The panel review guidelines 
contain no requirements which are not 
included in the regulation and are an 
internal working document intended to 
assist panel members in the review 
process. 

Comment. One commenter suggested 
that the time period for submission of a 
request for national review should be 
specifically stated in the regulation 
rat..lJer than using the phrase "within 
such time as may be specified by the 
Commissioner ." 

. Response. As noted in the earlier com
ment on the deadline for submitting the 
application, various unforeseen factors 
may arise which could necessitate 
changes in deadline dates o!' In the time 
period between 'the origina}. submission 
of the application and the convening of 
the national review panel. Consequently, 
it is considered inappropriate to Include 

- a specific time period In these regula
tions. 
SECTION 144.8 INSTITUTIONAL AR!i£EI4EN'X 

Comment. Two commeriters oI5jeeted 
to the language .in § 144.8(c) (5) and 
asked for r.emoval of the phrase, <'but 
does not Include costs of employing in
dividual contractors or agents to handle 
collection duties "that reasonably may be 
expected to be performed by the lending 
institutIon's own personnel." Both com
menters felt that this language could pre
vent their use of a bllling and/or col
lection agency. 

Response. In response to the concern 
expressed by the commenters additional 
language has been added to § 144.8(c) (5) 
to clarify the Intent of the Office of Edu
cation, which WWl to difierenUate be
tween routine 'Administrative expenses 
and other conection costs, not to prohibit 
the use of a billing and/or collection 
agency. The Office of Education consid-, 
ers the cost of using a bIDing service t.o 
be a routine administrative expense 
which may not be charged to the Fond 
as an other collection cost. A further dis
cussion of oth.er collection costs may be 
found under' t,he discussion of comments 
on section H4.46. . 

Comment. Several commenters rec
ommended that actual procedures be in
cluded In § 144.8(d) for the returnof de
faulted loans to the Federal Government 
and objected to the fact that such pro
cedures had not Al"eady been provided 
Gince P.L. 92-318 was effective as of July 
1, 1972. Two commenters objected to the 
provision and felt that institutions 
ahould not be allowed to return defaulted 
notes to the Federal Government. One 
commenter questioned whether § 144.8 
(d) is applicable to loans made before 
and after June 30, 1972. Several com
menters were under the Impression that 
"dUe diligence" as specified In Subpart C 
would have to be performed on'loans on 
which "due diligence" had previously 
been performed as set forth In Appendix 
17 of the 1967 Manual. 
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Response. The prov1slon for return of 
d&'faulted loans is provided for in the 
statute (§ 463(a) (4) of the Act; 20 lJ's.C. 
1087cc(a) (4» and,ls appl1cable to loans 
granted both before and after June 30, 
1972. In answer to the two commenters 
who objected to this provision the lan-, 
guage of the regulation states that "the 
institution may assign its rights." Thus 
no institution is required to return de
faulted loans to the Federal Government. 
In regard to the return of defaulted loans 
In accordance with § 144.8 (d) , if an in
stitution has used any reasonable stand
ard of "due diligence" wiU1. respect. to 
loans in default for 2 years or more prior 
to the effective date of these regulations, 
the Institution may return such loans to 

-the Federal Government. In order to be 
considered reasonable any such standard 
must as a m1n1mum have required ex
tensive collection efforts by the institu
tion or by a commercial collection agency 
and/or resQrt to litigation where appro
priate. 

Comment. One commenter aSked i1 the 
provision for return of defaulted l:.ans 
to the Federal· Government specified In 
§ 144.8 (d)·.is the only procedure for write
off of loans and also asks what office 
would be .acoopting such defaulted loans. 
One commenter asks whether the assign
ment of the note to the Federal Govern
ment as spectfied in § 144.8(d) removes 
the note from being considered delin
quent and whether or not the assignment 
of the note will reduce the base .amount 
against which delinquency jg calculated 
as required In § 144.5(0.) (11) of the regu
lations. 

Response. Essentially the provision for 
turning over detaulbed paper is not cOn
sidered a write-off but rather that the 
loan is considered "uncollectible". A new 
.definition of uncollectible has been il.dded 
as § 144.2 (gg) . Wllere defaulted loans are 
returned to the Federal Government the 
base amount against which delinquency 
is calculated is taken into account, as set 
forth In the definition of delinquency rate 
In § 144.2(h). 

SEC'XION 1~.9 STUDENX ELIGmn.ITY 
Comment. Several commenters inter

preted the language In § 144.9(a) (4) of 
the regulations, which provides that the 
Commissioner be notified when a student 
is no longer In "good standing," as re
quiring them to delay action until the 
Commissioner's approval is received. 

Response. Sgdlon 130(d) of the Edu
cation AnHmdments of 1976 deleted the 
phrase "upon notice to the Commis
sbner." Thus Institutions' are not re
quired to notify tha Commissioner when 
a student is no longer In "good standing," 
The regulation was revist;!d accordingly. 

Comment. Several commenters ob
jected ·in various ways to § 144.9(e) 
(§ 144.9 (d) oUhe NPRM) concerning the 
use of the term, "the ranking of eligible 
students • ..... The most prevalent com
ment was that "ranking" impHes that all 
applications for a given enroIlment 
period must be in the hands of the insti
tution before aily applJeation could be 
processed. 

519,19 

Rt.}pon$e. It was not the intent of the 
Otlice '1f Education that the language of 
114;;.!i~) should be Interpreted as the 
several commenters suggest. In view of 
the apparent misinterpretation of t 144.-
9(e) the word "selection" has been sub
stituted for the word "ranking". The 
Intent of .the regulation Is to see that 
the selection of students for loans is made 
from among students of apprOXimately 
equal need. 

Comment. Several commenters spoke 
to the apparent contradiction In requir
ing Institutions to make loans to "high 
risk borrowers" and the stringent collec
tion procedures imposed by Subpart C 
9.nd the penalty for high delinquency 
rater. specified in § 144.5(a) (11). In gen
eral comm!!nters felt that the regulation 
preempted the general ability of the ai.d 
officer to administer-the fund due to the 
lack of fiexibUlty in judgment. 

&sponse. The Office of Education sees 
no contradiction In making loons to high 
risk (needy) students and the collection 
efforts set forth In Subpart C. The Intent 
of the program Is to assist students who 
otherwise might not be able.to secure an 
education and thus Improve their eco
nlillllic status and geRel'al well being, as 
well as tile!r fimmoial ability to repay a 
lean. iWwever, the language of the reg
ulatien laas been revised to prohibit the 
maidag of loans to students who Indicate 
an 12Il'IVillingness to l'epay such loans. De
~y on a prior loan or an estab
lished history of nonpayment· of debts 
may be taken as evidence of such an 
unwillingness. 

Comment. One' comment-er suggested 
that 1be regulation be ~Ised to allow 
ilafJ.t,uf;ions to deny 10ll!lS tnstudents who 
nlK'e be.d their prior .leans discharged in 
baakruptcy. 

Re81'Onse. The Bankruptcy Act is a 
Federal law which is intended to assist 
pmrons in dire financial straits to get a 
fresh start In life. A student may not 
th1lrefore be denied &. loan solely on the 
basis of having had a prior loan dis
cbarged In bankruptcy. Moreover, since 
a debtor Is prevented from declaring 
bankruptcy for a peri~ of 6 years from 
the date of his debts' being discharge!i 
In bankruptcY, -he may tum out, to be 
a better credit risk than other students. 

Comment. Severnl. commenters. object
ed to the requirement that the student 
affidavit noted In § 144.9 (e) of the pro
posed regulation be signed in the pres
ence of a notary or other person legally 
authOl'lzed to il.dmlnister oaths or affir
mations. One commenter suggested the 
regulations shopld specify that the con
tent of the amdavit form could be in
tegrated Into other Institutional forms 
and that other items could be included 
In the affidavit at the discretion of the 
Institution. 

Response. The regulation was not 
c:~ed. Section 498 ot the Higher Edu
cation Act of 1965, 8B amended (20 
U.S.C. l088g), requil'es an "affidavit," 
which Is a written statement ml\de on 
oath (or affirmation) before a notary 
public or other person auth"rized under 
State-tawto witness a signature. Pro-

fEOHAl tiGtSTH, VOl.. 4', MO. Ul--WEDHESDAY, NOYEMIEI 24, "976 



51950 

vided that the atIldavjt remaiDa clear17 
Identifiable all a sworn Statement, it our.y 
be Integrated Into the institution's fonrii 
in a manner of the institution'. own 

, chOOSing. 
SII:CTIOlf '144.10 COORDINATIOlf WITH 

BUREAU OF INDIAN ArFAlRS GRANTS-m-Am 
A notice of proposed rule maldng per

taining to the coordination o! Office of 
Education sponsored student financial 
aid programs with BureaU ot Indian AI ~ 
fairs grants-in-aid was originally pub
lished in the FEDERAL REGISTER of March 
7, 1975, (40 FR 10686) IlJ,I a propoSed. 
amendment to the, regulations for the 
Supplemental EduColltionai Opportunity 
Grant Progra.m. This provision was re
published as 1144.10 of, the notice of 
proposed rule making for the National 
Direct Student Loan Program. The final 
regUlation for the Supplemental Educa
tional Opportunity Grant Program was 
published in the FEDERAL REGISTER of 
August 27, 1976 (41 FR 36320). The final 
regulation for the National Direct Stu

. dent Loan Program has been changed in 
accordance with the comments received 
for the Supplemental Educational Op
portunity Grant Program. Furthermore, 
the comments received with regard to 
1144.10 are basica.Qy the same comments 
received on the Supplemental Educa
tional Opportunlt:r Grant Program pro
vi!lion,' and such comments were dis
cllB8ed in the preamble to. the Supple
mental Educational Opportunity Grant 
Program reiUlation~ . 

SECTIOlf 144.11 COST OF EDUCATION 
Comment. A number of commenters 

objected to the.. lack of comparability 
with regard to transportation costs re
lated to a program of study abroad 9.8 
a cost of education in the proposed Na
tional Direct Student Loan Program and. 
College Work-Study Prolrran;l regu.!a
tions and the Supplemental Ed!lcational 
Opportunity Grant final regulations. 

.Respo7l8e. In response to the com
menter's concern imd in order to make 
aU three regulatiOns comparable, thJs 
section has been revised to provide that 
in the case of a student enrolled in an 
elJg1ble prOgram of, study outside the 
United states h1s cost of education may 
not exceed his cost of education at the 
location of the campus of the institution 
he normally attends. ' 

SECTION' 144.12 EXPECTED FAlIllLY 
CONTRIBUTION' 

Comment. A number ot commenters 
requested clarification of 1 144.12 (c) and 
suggested ,that the subsection be re
.phrased in more specific terms. '. 

Respo7l8e. The suggestion of the corn
n.,enters was not adopted. In the past fi
naMial aid officers have frequently com
plained that the standards prescribed by 
the Office of Education for ~etermlning 
self-supporting student status did not 
permit them to· exercise professional 
judgment in. cases which seemed to them 
to wa'rre.nt spec!!'.! collljideration. In re
sponse to tbll frequently voiced com
plaint G 144.12(c) was. i1ritten in general 
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terms 8pec1tl\:~. with the intention of 
providing the latitude for the financlal 
aid officer to exercise hII professional 
jUdgment on a case-by-case basis. 

comment. One commentel' suggested 
t1:'1at the phrase "dependent children at
tending lnstltutiol18 of higher education" 
'in C 144.1!Ha) (3) should be restated as 
"dependent children attending institu
tions of postset:ondary education." 

Response. The- recommendation was 
not adopted. "Institution ot higher edu
cation" is a statutory term with a spe
cific meaning. "Irtstitution of post-second
a.:ry education" is not included in the 
statute. . 

Comment. One commenter POinted out 
that § 176.12 of the Supplemental Edu
ca.tional Opportunity Grant regulations 
specifically includes the requil'emep.t that 
the financial aid officer shall take into 
consideration tuition incUlTed by depend
~nt children attending elementary and 
secondary schools in determining the ex
pected family contribution. The com
menter objected to the omission of' this 
term in the National Direct Student Loan 
regulation as creating a double standard 
in determining eligibility ~er assistance 
under the two programs. 

Response. The requirement in the SuP
plemental Grant regulation to which the 
commenter refers is set forth in the au
thorizing statuw jSoverrung that program 
(§ 413C(a) (2) of the Higher Education 
Act of 1965, as amended> and therefore' 
must be reflected in the regulations for 
that program. Since this category of fam
ily costs is not specifically addressed in 
the authorizing statute for the National 
Direct &'tudent Loan Program, it is not 
specifically cited' in the program regUla
tions. However, such :lamily cost.<; may be 
considered by the financial aid officer in 
calculating a family contribution 1;0 de
termine National Direct Student Loan 
eUg1bili'GY pursuant ~ § 144.1?(a) (4), 
which requires that the financial aid offi· 
cer shall ,take into account such other 
circullu;tances as may affect the ability of 
the student, the student's spouse, and the 
student's parents to contribute toward 
the student's cos.t of education. 
SECTION'144.13 APPROVED NEED ANALYSIS 

SYSTEMS 
Comment. A number of commenters 

recommended that the Uniform Method
ology for Measuring Ability to Pay. devel
oped by the National Task Force on stu
den't Aid Problems. be adopted by Ute Of
fice of Education as the only acceptable 
method of need analysis for the National 
Direct Stuaent Loan Program. 

Response. The suggestion was not 
adopted. The annual review procedures 
outlined'in § 144.13 of the final regula
tions will accommodate those systems 
which use the Uniform Methodology. 
However, the Office of Education does not 
wish to mandate the use or the Uniform 
Me'IJlodology to the exclUSion of all other 
systems. 

Comment. Some commenters obJected 
to the inclusion of the Basic G.rants and 
the Income Tax methods of calculating 

expected family contributions as ap-
proved need analysis systems. , 

Response. Tile proposed regulation was 
not changed. The Income Tax method of 
culcUlating expected family con1.l'ibutioi.l8 
and the method used by the Basic Grants 
Program are only two of several such 
methods or systems of need ana·lysis ap
proved for this Pl1rP06e. ·No Institution 
which objects to either method is re
quired to use it. 

Comment. One cOllUllenter questioned 
the omission iIi:§ 144;13(b) of the College 
SCholarship, service and the American 
College Testing Program as specifically 
designated approved' need ann.lysis sys-
tems. . 

Response.~ The CQii;unissioner has the 
statutory r.espol1s1bll~ty to provide basic 
criteria and schedUles for the guidance of 
institutions .in making awa.rds to needy 
students. Prior to 1975. the regulations 
governing this. program had approved 
certain. specifically named need analysis 
Systems, without specifying any duration 
for approval, and had provided for the 
approval of other systems which produced 
comparable figures for expected parental 
contributions. The Commissioner has 
concluded; how.ever. that he should review 
on an annua.1, basis such need annlysis 
systems as are used for dependent- stu
dents and should publish each .'ear a list 
of those systems which he has approved 
for IlSe' by institutions during the subse
quent academic year. The proposed rule 
:set forth the procedures and standards 
for such review and approval. The two 
systems cited by the commenter will be 
required to f0110w the annual review pro
cedure applicable for all need analysis 
SYlltems except Basic Grants and Income 
Tax. • 

Commrmt.. One commenter suggested 
that the Omce' of Education should de
velop benchmarks for approving need 
analysis systems for Independent stu
dent-s in a format sinlilar to that for'sys
terns to be used with respect to dependent 
students. 'l'he commenter apparently as
sumed that any neea!1nalysis system de
veloped for uSe with respect to inde
pendent students must follClw the meth
odology of the College Scholarship Serv
ice. 

Response:, The :SUggestion was not 
adopted. At present the Commissioner 
does not plan to pr()vide a set of criteria. 
and schedt!lef! for the guidance of institu
tions in making aWArds to needy inde

'pendent students. The elements which 
such a system must'. take into account are 
included in § 144.12(b) of .the final reg
Ulations. To .be ,approved by the Com
missioner. a proposed need analysis sys
tem for independent students must pro
vide results which are comparable to 
those of currently approved systems. Al
though the' College Scholarship Service 
System is amDng those which have re
ceived this approval, it is a mislnterpre" 
tat ton of the regulation to assume that 
approval 01 all future systems is con
tingent Upon. then: use of CSS meth-
odology. ' 

Comment. One qommenter suggested 
that a family residence of $25,000 or 
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$30,000 should not b-a included 81ll an l~utrement as the commenter sugge!!!ta 
asset 1D computing the expected parental or in some other appropriate manner. 
contribution of depen!:1ent students, and comment. One commenter noted that 
only the value of the residence in excess a student coUld receive financial assist
of that amount should be taxed lIB an ance In an a .. lount greater than his fi-
asset. nanclal need if the institution did not 

Response. The suggestion was not take Into account, when awarding his fi
adopted. The regulation governing the nanclal aid, the amount of a Basic Grant 
metbodology tor dererm1nlng an expected which that student would be entitled to· 
parental contribution stipulates that the receive. 
net market or cash value of the pal'eJlt's Response. 'i'he oommenter's point is 
assets remaining after deduction of re- well taken; therefore, § 144.14(c) has 
luted debt and a standard asset reserve of. been amended to Include as a "resource" 
$10,000 should be considered. Thus In the tile amount of funds a student Is entitled 
case of the parent's home, the ,'alue to receive under the Basic Educational 
minus the mortgage, rather than the Opportunity Grants Program regardless 
total value of the home, wl)uld be con- of whether the student has applied for 
skiered In the computation of the ex· such funds. The' consequence of this In
pected parental contribution. cluslon Is that an institution shall, when 

C()11/,ment. One commenter suggested calculating a student's financial need, 
that the COlllmlssl.oner encourage Inde- subtract from the student's cost of edu-· 
pendent research by outside agencies in . ~tlon the amount of a B8,$lc Grant to 
the area of measuring the abU!ty of which that student Is entitled as well'8S 
families to contribute toward the cost the student's expected-famUy contrlbu
of postsecondary education -and Ineor- tlon. 
porate the results of such research Into Bection 128(c) (3) of the Education 
Federal need analysis system guidelines. Amendments of· 1976 amended the Col-

Response. The CommiSSioner does en- lege Work-Study Program to permit a 
cow'age such independent research and student to continue on a subsidized work
woUld welcome with great Interest the study job even if his documented need 
resUlts of any ~uch resea.rch which may was exceeded1f such exc!lSS was .u. result 
be brought to his attention. of earnings lrom additiopal employment, 

as !long as 'that excess did not exceed 
BECTION 14'.1' COOllDlNATlON OF BTUDENT $200. In order to coordinate this change 

FmANCIAL Am PROGRAMS, LoAN AH017HT, in the Wor~Study Program with the 
AND C>vERAWARD other college based student financial aid 

·Comm.cnt. One crnnmenter suggested programs, section 144.14 of the National 
that the responslbWty for determinJng a Direct Student Loan Program and sec
student's eligibility tor Federal interest tlon 176.14 of the Supplemental Educa
benefits on a Guaranteed Student Loan ~Ional Opportunity Grant Program were 

_ shoUld rest with the financial aid officer . amended by adding a new paragraph (f). 
.~ rather than the lendtng agency from SECTION 144.15 DIsBURllEIIEN'1' OF LoANS 

which the loan Is received. 
Response. The commenter's suggestion ,Comment. Bever&! "Commenters re

relates to statutory and regulatory pr-o- qUe6ted clarification of the language in 
- visions gOVerning -the Guaranteed 'stu· § 144.15(0.) concerning ~bursement of 

dent Loan Program, Therefore, the funds. One commenter favored a single 
change suggested by the commenter disbursement of fands during imaca
would have to be o.ddressed in regulatIons demic year. Most, however, preferred 
for that program. disbursement related to enrollment pe-

Comment. One commenter suggested r10ds s1mUar to that set forth In § 176.17 
that the requirement set forth In § 144.U (a) of the Supplemental Educational Op
(a) of the proposed regulatIon concern- portunlty Grants regulations. 
ing the appointment of an Official to be Response. The Omceof EdUcatlO.l 
responsible for coordinating the National agrees that more than one disbursement 
Direct Student Loan Program with the during an academic year Is needed. Ac-
1nstltutton's other student fulanchll aid cordlngly, this section 'Of the regulatIons 
programs shoUld be put Into the form ot has been revlsad to require that where a 
an agreement to be accepted annually by loan is made for an entire academic year, 
the chief fiscal officer of the institution the loan must be disbursed In equal in
and circUlated to department chairmen sta.llil.lents and there must be at least one 
and ollier institutional officials. The com. Installme'nt per semester, trimester, or 
menter felt that smh an agreement quarter if the institutIon uses such ace.
would be of value to the coordinator when demlc terms. Ii an institution does not 
reductions in financial aid packages were use such academic terms, there at-a to be 
necessary as a resUlt of overawards· two equal Installments per :rear payable 
caused by departmentBl jobs, scholar- at the beginning and midpoint of the 
ships or loans. academic year. U a loan 15 made for a 

Response. The suggestion was not period shorter than an academic yea.r the 
adopted. Section 144.14(a) of the regula- institution may disburse the loan to the 
tions requires that each institution shall student as funds are. n~ded by the 
appoint en official to be responsible for student. 
coordinating the National Direct Btu- Comment. Many commenters expressed 
dent Loan Program with the institution's the opinion that the TrUth in Lending 
otller student financial aid programs. The requirements were never Intended to a,p
Commissioner feels that an institution ply to student loans and therefore mould 
should have discretion to carry out tl11s not be Included in I aU5(e) of the Na-

tlonal Direct Btudent Loan regulations 
U 1".15(c) of the NPRM)' Mso several 
commenters expressed the view that the 
administration of the Truth in Lending 
Act is the responslbWty of another Fed~ 
eral agency and not that of the Office of 
Education. 

ReSPOnse. The Office of EduC9..tion has 
been Infenned by the Fe<:!"ral Resetve 
Board that these loans are subject to the 
Truth In Lending requirement. The final 
determination as to a penalty for the 
violation of this requirement by an in
stitution rests with the Federal Reserve 
Board. If a loan Is determined Invalid be
cause of the institution's noncompliance 
with the Truth in Lending Act, the In
stitution will be deemed not to have made 
a loar! under this part. 

SECTION 144.16 SPECIAL SI:SSIOKS 
comment. One commenter felt that the 

definition of the term "half-time stu
dent" shoUld be expanded to reflect the 
difference In the number of hours nec
essary to be considered enrolled half
time during .. regular JI(lrlod of enroll
m.ent and during a special session. 

Response. No change was made In re
sponse to this comment. The COJnmls
sioner feels that the use of tbe term 
"equivalent" in tile definition of hal!
tlme undergradua.te student w1ll cover 
the situation mentl.oned In tile com
ment. For example, a three credit-hour 
course completed In half tile normal 
length of time In a summer session may 
be consIdered the eqUIvalent of a six 
-()redit-hour course In a regular session. 

Comment. Another commenter sug
gested tIlat 11".16 should Include the 
requirement of acceptance for enroll
ment rather than merely the s·tudent'g 
intention to enroll at the next regular 
session of the institution, sinoo at many 
InStitutions acceptance for enrollment 
during a summer session d()f;6 not neces

'sadly constitute acceptance for enroll
ment at the next regular session. 

Response. The Commissioner ILgrees 
with the commenter and the regulation 
has been changed accordingly. 
SECTION 1H.17 ADJIINlBTllATIVE ExP~NSE 

Comment . .Beveral commenters obJect
ed to the tIlree percent administrative 
expense allowance. as Inadequate and 
recommended ths.t It be Increased to five 
percent. One of the commenters sug
gested that the funds should be spec1fl.
eIl.Uy earmarked solely for the e.dm1n1s
tratlve use of the institution's financial 
aid office. 

·~esP,01!se. These suggestiens were not 
adopted. Section 493 of the Higher Edu
cation Act sets the percentage of the 
administrative expense allowance a.t 3 
pel'cent of amounts lent from the fund 
in a fiscal year and provides that the 
funds are a payment 1& Ueu of reimburse
ment for an institution's administrative 
expenses in operating the National Dl-
1'eCt Student Loan PrOgram. Since the 
Bmllunt Is a payment for expenses pre
rumed to have already been met by the 
institution, tbere is not requirement that 
the funds be spent for the same purpose 
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tal' which the orig,iDat expenses were in~, 
cu.rred. • 

SECTIOK 144.18 1o'1:sc.u. PIlQCZDUltIS AND 
Ra:ollDB 

CO'lI&meraI. A numbel' of commentera 
objected to th, .five-year period of. re
tenUon ot records set forth in § 144.18(c) 
(2} as excessive. sOme couunenters ques
tioned whether it. would be permissIble 
to. dispose at records iII: a sharter period. 
of time if they had. been reviewed in a.. 
Federal .ruldU and. all audit questIons' 
were conlidered resolved by the Office· 
\)f Education. 

Response. The proposed regulatIon was· 
not revised. The period ot record reten
tion is Identical to the records retention. 
requirements in Section 434(a) af thf' 
General Education ProvisIons Act (20 
U.S.C. 1232c(a». Records may not be 
disposed ot betore five years even it they 
hl~ve been audited and all audit ques
tions are consIdered resolved by the Of
fice of Education.. 

Comment. A· number or commenters 
suggested ~hat the requirement for an 
audit no less frequent17 than once every 
two yef.ll'S seL forth in § 144.18(e) should 
be aCClompanied by a prescribed auditc 
format and a procedUre for rclmburslng. 
the institutIon tor the cost of the audit. 
Res~. In response. to the comment

ers concern, , 144.18 has been reviSed to 
require that the Institution use the audit 
guide l)rescribed by the DREW Audit. 
.Age~ in otIlcia1 audita of the institu
tIon'.. National Direct Student Loan 
program. CopIes of this guide may be 
obtaIned from the DHEW regional elf
fice serving the institution. WhIle '..he 
Omce of Education 1!ccognizes the valid-

. tty ot institutional complaInta concern
ing the cost of a program audit, the au~ 
thorlzing statute does not permit the 
recovel'l' of such costs in excess ot the 
three percent payment in lieu of relm:. 
bursemen~ for administrative expenses 
cited in 1.144.17 of the regulatIon. 
SECtIOl'!' 144.1111 FEDEltAL INTEREST IN AL-

LOCATED FumlS-TlIAmIFlIll 01' LoAIf 
FtrnD· . 

Comment. Several commenters have 
raised a question as to whether the la,n~ 
guage in this section would prevent the 
short-term Investment ot Fund capItal 
during periods such as the summer when 
not needed for loans to students. 

ReSpOnse. The language In § 144.19 is 
in no way Intended to preclude short
term Investment of Fund capItal dur~ 
Ing periods in which not needed for 
loans. The Office of EdUcation encour
ages such Investments. However, all in~ 
come earned due to such investments 
must be deposited into and become part 
of the Fund. Institutions wishing. to 
make such investments must make sure 
that funds so Invested are secure ones 
such as: (1) high-grade commercIal pa
per, (2} Federal certificates of deposit 
aIlIil (3) interest-beanng checking ac~ 
count&. 

'll'hls sectiou has also been expanded 
to 'claz:l!1 the required procedures to be 

--------------------------------------------
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followed where an institution ceases op~ 
e:ratiaD,. _ Irs JlO longu wIDing or capa
ble of malntaminiJ i\;& Fund or eollect~ 
blglOllDL • 

SEC'l'IOlf 144:31 Cl"ORBEllL Y SECtION 144.21 
OF 'I'm: NPRM) LWl'l'AtIONS GoVERN
ING AGG1lEGAR AMotnn' OF LoANS 

Com~ Several commentel'll raised. 
questions with regard to the eligibility 
for a loan ot a. borrower who has re
ceIved'hls first baccalaureate degree and 
le.ter wishes to pursue a. second bac
clilaureate degree or a vocatIonal course 
of study. Clarification was also sought 
with regard to the· $2,500 maxhnwn 
which might be loaned to a student who 
'has no\ completed a program 1)% study 
leading to a. first baccalaureate degree. 
'A few commenters suggested a change in 
laIllnUlge of the regulation in order to 
accommodate special circumstances. One 
commenter suggested that the definition 
of graduate student. be redefined to 
Include or exclude persons wIth e. .first 
baccalaureate degree. 

Rf!31]onse. The language of § 144.31 Is 
taken. from. the statute, section 464(a) 
(2) of the Act (2<1 U.s.C. 10S7dd(a) (2) ). 
In ansWe1· to tbe .first question expressed 
in the comment, a. borrower who has re
ceived his flrst baccalaureate· degree but 
who 11M n~ n.'Celved more thfl.Jl $5,000 
in National Direct Stlldent Loans would 
be eligible to receive IWditlonal loans 
up to s total ot $5,000 (including- all 
ea.rli2r National Direct. Student Loans 
received> for pursuing a. second bac
calaureate degree. Thus, a borrower who 
has received his flTst. baccalaureate de
gree and has borrowed only $2,500 would 
be eligible. for an additional $2,509 for 
purposes of pursuirig a second baccalau
reate degree. When a borrower has re
ceived the maximum of $5,000 in loans, 
he is llQt eligible to receive further loans 
unless he is enrolled as B. "half-time 
grlWuate student"" as defined in § 144.2. 
(t) of this part. 

In tbe case of a borrower who has re
ceived a first baccalaureate degree and 
later wishes to pursue a terminal occu
pational curriculum of less than twc 
years duration, he may receive $2,500 
for such purpose only if he has not re
ceived that amount while obtainIng his 
first baccalaureate degree. Furthermore, 
it a borrower is enrolled In a. course of 
study leading to a baccalaureate degr~ 
and has receIved $2,500 in the first year 
of study, the borrower would not be 
eligible for a further loan until he has 
completed the second year ot study to
ward his 'baccalaureate degree. 

The definItion of graduate student was 
not changed, because the CommissIoner 
feel.s that, for purposes of this program, 
the pertinent criterlon is the curriculum 
being pursued by the student, not his 
prior attainment of a degree. 
SEC1'ION 144.32 (FORMERloY SECTION 144.22 

OF THE NPRM) PROMISSORY NOTE-LoAN 
REPAYMENT 

Comment. One commenter suggested 
tha.t a time.limU of 30 days be Included 

in § 144.3Z(a) wbich speci&~ that a copy 
of the exeeuted prom.is.'!or:t no\e be SliP
plied to the borrower. 

RespotlSc. The SUj?;ge-JUon we.. not 
adopted. Appa.rent1;r trul commenter is 
under the impression that a borrower 
must be given a cop;, rA the promissory 
note each time & loan is made or each 
time'an advance- is mane on Ute ap
proved loan. U the standard "open-end" 
no~ form (see Appendix B)- is used, that 
promissory note can be used as long as 
the borrower continues to receive loans 
from the Fund of the lnstltutlOO. This 
note contains a "schedule of lldvanc.e."" 
which the borroWe.J: signs each time an 
advance is made. ·!'.he institution must 
supply the borroWf.. ... with a. copy or an 
open-end note onl:y once, when the bor
rower leaves the- lnatitution Cl: la no 
longer in attenO~· aa a half-time 
student. 

A "closed-end" note on the other hand 
is 8. 'note form which provides for the 
specific amount of the approved lo"n for 
the academIc yaal.' to be entered aD the 

'face· c1 the note so that a new promis
sory nate must be executed. each time 
lit new loan is made- to the borrower. 
SUCh loans are (renernIly made on an an
nual basis. This note a1sa reqUires the 
inclusion of a "schedule- of advances" 
since advances on an approved loan must 
be Signed for )ly tr..e borrower. I! the 
"closed-end noCe" Is used, a. copy of the 
note must be provided to the borrower 
annually. 

Comment. One commenter objected to 
the provision that a borrower may re
quest a graduated repayment schedule 
and suggested that this would create 
problems in automated bill~. 

Response. No cha.nge was mnde. The 
language Is required by § 464(c) (1) (A) 
of the Act (20 U.S.C. 1087dd(c) (1) (A». 
Also, section 130(c) ot the Education 
Amendment:! of 1976 amended § 464(c) 
(1) (A) of the Act to provide that a bor
rower's repayment period may begin 
earlier than the normal nine month 
grace period upon request of the bor
rower. 

Comment. Several commenters ex
pressed opposition to the provision In 
§ 144.32(c) requiring that a COpy at a 
repayment plan be attached to the prom
issory note and that a COpy of ft be sup
pIled to the borrower. Some comment
ern felt that this would require the in
stitution to write a repayment plan ea.:h 
time a loan and/or an advance was 
made. 

Response. T1le suggestion was n<>t 
adopted. It was not the intent ot the 
regulation to require an Institution to 
write a new repayment schedule each 
time the borrower receives a loan and,! 
or each time an advance is made. The 
Office of Education feels that It Is nec
essary for a copy of the promissory note 
with a copy of the repayment schedu!e 
attached to be provided to the borrower 
when he gradust.es or ceases at least 
half-time study at an Institution. In the 
event a. borrower leaves the lnstitutlor. 
without notificatiOn, the institution mus~ 
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nmke every possible effort to flee that the 

• 
borrower receives a COpy of the promis
sory note and the repayment .schedule 
by mail. 

Comment. Severe.! commenters ob
jected to the provision of § 144.32(e) that 
the $15 minimum monthly repaymellta 
on Defense Loans and the $30 minimum 
monthly repayments on Direct Loans 
must include both principal and inter
est. The commenters cited the Office of 
Education memorandum of July 17, 1972 
which accompanied the new sample 
promissory note in which the language 
dealing with the optional $30 minimum 
repayment provision states, "the maker 
shall repay the total principal ll.IIlount 
of this Joan at the rate of not less than 
$30 per m(mth." 

Response. No change was made in re
sponse to these cor:llilcnts. The position 
previously taken by the.Office of EduCQ
tion on this matter has been determined 
to have been in error. 

Comment. Several cOInmenters stated 
that the language of § 144.22(e) of the 
notice of proposed rule-making was dif
ficult to understand and did not cover 
~very possible situation where a bor
rower had both Defense and Direct Loans 
subject to the minimum repayment rate 
or 'where a borrower had loans at two 
or more Institutions. 

Response. In response to the concerns 
expressed by the cammenters the discus
sion of this topic has been revised and 
expanded. These provisions now appear 
in §§ 144.32(e) and 144.33. The Commis
sioner recognizes that this particular 
area is complicated and difficult to 1m-

.. derstand. Therefore when these Interim . 

.. . regulations are republished the Office of 
Education Will include numerous exam
ples covering the many variables pOSSi
ble under this provision. 

. The underlying concept of these pro
Visions ls the fact that the mlnimum re
payment rates are not .cumulative. For 
example, if a porrower received a De
fense Loan from two institutions and 
each of them exercised the minlmum 
payment option the maximum monthly 
payment under such loans is $15 and 
not $30. Similarly If a borrower received 
both Defense and Dlxect Loans and the 
institution exercised both minimum pay
ment options the maximum monthly 
amount a borrower would be required 
to repay is $30, not $45. 

Section 144.33 was designed to explain 
and clarify situations where a borrower 
has both Defense and Direct Loans 
which are subject to the m1n1mum re
payment prOvision. The maximum loan 
amount where the minimum rate would 
apply when a borrower has a combina
tion of Defense and Direct Loans, or if 
the borrower has only Direct Loans is 
approxim9.tely $3,100. Therefore, if the 
borrower's loans exceed this amount, 
the minimum rate of repayment could 
not be invoked and the borrower would 
be entitled to a full ten-year repayment 
plan on all loans pursuant to § 144.82 
(c). For example, if the monthly amoun\ 
the borrower would otherwise be re~ 
quired tQ repay pursuant to § 144.32(c) 
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on his Defense and Direct Loans was at additional deferment or revision is just!
least $30 (Defense Loan $10-DirectLoan fled, such a deferment or revision period 
~20) the minimum repayment provision. cannot exceed one Y,ear. 
may not be invoked .(§ 144.33 (b) ). Simi- Comment. One commenter asked why 
larly,if the monthly amount the borrow- the provision for deferment of repay
er would be required to repay pursuant ment for part-time study specified in 
to ~ 144.22{c) on his Defense and Direct § 144.34(c) (formerly § 144.22(f) (3) of 
Loan.s is less than $30 (Defense Loan the NPR~ for DefeUSC Loans would not 
$10-Direct Loan $15) the maximum apply to Direct Loans. 
monthly amount that may be charged Response. Section 205 (b) (2) (D) of the 
if both optlona were exercised would be National Defense Education Act of 1958 
$30 (§ 144.33(c». If.B. borrower has a (20 U.S.C. 425(b) (2) (D» provided, at 
Defense Loan subject to the $15 mini- the option of the institution, for a defer
mum rate and a Direct Loan subject to ment of repayment for a period of not 
the $30 minimum rate and the max!- to exceed 3 years during which time the 
mum that the institution could charge on borrower was enrolled In an Institution 
the Defense Loan would be $15 (§ 144.33 of higher education as less than a half
(d». time student. Title IV-E of the Higher 

Comment. Several commenters object- Education Act (which was authorized by 
ed to the provision in § 144.34(1» (for- . the Education Amendlnents of 1972, Pub. 
merly § 144.22(f) (2) of the NPRM) L.92':"318) contains no simUar language; 
which requires the institution to request thus this provision is not applicable to 
-approval from the Commissioner to ex- loans m~de after June 30, ~\972. It should 
tend a repayment schedule beyond 1(1 be noted that interest continues to ac
years due to "extraordinary circum- crue during such a period of deferment, 
stances."· and the borrower should be alerted to 

Response. No change was made in re- this fact. 
sponse to 1ilis comment, because the Comment. Several commentel'S po!nted 
wording of this provision is required by out the view that the language concern
statute (20 ·U.s.C. 1087dd). It should, ing penalty charges In § 144.22(g) (2) of 
however, be pointed out that a request the NPRM was In conflict With § 464(c) 
tor approval by the Commissioner is only (4) (B) of tht. Act. . 
required' In those cases where such a 
revision would extend the borrower's re- Response. The Office of Education C011-
payment period beyond 10 years. This curs with ·the commenters and the regu
provision does not require the forward- lation has been changed-accordingly (see 
lng of a copy of the revised schedule, but § 144.32 (f) (2) of the regulatloJU. The 
rather a written reason tor the granting Act stipulates that on loans subject to a 
of such a request. If the Institution re- bimonthly repayment plan, the penalty 
vises a repayment schedule without ex- charge i:'~;essed may be $3 for the first 
tending the normal ten-year repayment bimonthly repayment Interval' or part 
period, no approval by the Commissioner thereof by which an installment or evi
ls required. Based on program experience dence of entitlement to deferment or can
to date it is anticipated that there will be cellatlon is late and $3 for each such bl
no undue delays In approving the small monthly interval thereafter. On loans 
number of requests for such extensions subject to a quarterly repayment. plan, 
which is expected. Addit1onall.7, section the Act stipulates that the penalty 
130m of the Educatl.on Amendments of charge assessed may be $6 for the first 
1976 amended section 464(c) (1) (0) of quarterly repayment Interval or part 
the Act to provide that where an Institu- thereof by which the Installment or evi
tion has opted to invoke the $30 mini- dence ls late and $6 for each such quar
mum monthly repayment prOvision, the terly Interval thereafter. Since the Act 
Institution may permit a borrower to specifies that penalty charges are based 
pay less than $30 per month on all such on "Installments" past due, they are 
loans where necessary to avoid hardship cumulative in nature. An illustrative ex
to the borrower for a period of not more ample is set forth in Appendix C of this 
than one year provided that the ten-year part. 
maximum repayment period is not ex- Comment. Several cornmenters asked 
tended. The purpose of tws provision is for cla.rl:fl.cation of § 144.32(h) of the 
to prohibit an institution from giving a regulation (formerly § 1~4.22 (i) of the 
hardship deferment or from revising a NPRM) which provides for assignment 
borrower's :repayment schedule for more of notes. One commenter suggested the 
than one year at a time without reasses- language be revised to provide that as
sing the ability of the student to repay signment of a. note could be made only 
the note at the. scheduled rate. However, upon approval by the transferee Institu
as long as the teri-year repayment peri- tion. 
od is not breached this provision does not Response. An "assignment" 'Would a1-
limit the aggregate number of periods low the borrower's loans to end up with 
that deferments or schedule revisions the last Institution from which he bor
may be granted. Thus. if an Institution' rowed and he would thus be obligated to 
modifies its minimum -repayment sched- one Insti~ution with a single repayment 
ule or defers repayments, it must, when schedule. This provision is not new and 
the period is over and the students re- was contained In the original Act, but has 
quests a further postponement (iT revi- been seldom. used because anY,lnstitu-
810n, reevaluate the student's financial tion is reluctant to sacrifice the asset to 
situation to detenulne whether another Its own Fund which each loan represents. 
deferment or revision is WIUTp,:;:ited. If Approval of both the assignee and the 

FEDEIALIEGISTEl, VOL ~1, NO. 221-WEDNESDAY, NOVEMBER 24, 1976 



51954 

assignor ins*itu\iOll .Ia. required before an 
assignmen\ of note! can be madP:. 
SECTIOn 144.35 PCS1'PONDlJ:NT or LOAN 
REPJl~ m A1rrroIPATlOlf OF CAN~ 
C~LA%IOlf" 

TW$ new section Wall. Qdded to set forth 
III loni~starulin& policlI of the. Office 
which was inadvertently omitted, from 
the NPRM. It,makes provision for excus
Ing a borrower from making repayments 
which might sUbsequently have to be re
funded as a reSUlt of the borrower's 
earmng an entitlement to partial can
cellation at Ws loan. 
SZCTIOl' 144.36 TIU!:ATKENT OF LOAlf REM 

PAT.Ml:N"rS WHEa.B CA.l{CELLAnON, LOAN 
REPAYMENTs; AND MnmIO'¥ MONTHLY 
REI'AYHDlTS ApPLY 

This new section was added to clarity 
the procedures to be followed in handling 
repayments and minimum repayment 
»rovisions if II; borrower has received 
both Defense abd Direct Loans and is en~ 
titled to cancellat1<m on one of those 
loans, but Dot the other. 
SEcnoN 144.4i (formerly § 144.31 of the 

NPRM) Lo.m COLl.EC:t'ION PROCEDl;1RES 

General comment on Subpart C. In 
view of too r:nany questions received and 
in order to set forth in more detail the 
steps required in the exercise of "due 
diligence" in the collection of loans, 
~ 144.31 of \;he NPRM baa been spllt into 
sever~ secii0D8 as. follows: 
t H4.4.1 Genenl 
I 144.~ COntacf; with the borrower prior to 

repayment ~rlocl 
f 144.48 B1U1ng procedurea 
114.4.440 Bldp-1:rnC1ng act1y1t1es 
§ 144.45 CollectIOn P!ocedurea 

C01n'1TUmt. Several commenters ob~ 
jected to the langUage of i 144.41 (a.) of 
the reguIatil'U (§ 144.31(a) of the 
NPRM) whIcb provides for full d1s
closare at a borrower's rights and obllga
tions- no later tlla.n the time he signa his 
promissory note. Clariflcation. of the lan
guage was requested., because the com
mentel'S felt tha.t tl~ requirement dupU
cates the TrUth In Lending requirement. 

Response. No change was made In the 
regulatIon. The Ofl1ce of Education does 
not agree that the requireuJents ot the 
Truth in Lending Act are Idr;ntical to our 
''fuJl-dlst-loeure'' requirement. The Truth 
in Lending Act does nol; require that the 
borrower be informed of the ve.r:lous 
rights which he has under this part, such 
as partial cancellation for certain forms 
of public service and deferment. The Of
fice of Education feels that at the m.Inl~ 
mum the institution must be required 
to inform the borrower that he is receiv
ing a loan which must be repaid, tequire 
that he read the note before signing it, 
and provide him with a copy' of the note, 
which sets forth all his various rights 
and obligations. 

Comment. Several comme)1ters re
Quested clarification as to how complete 
the re~ayment schedule should be. 

Response. The Office of EdUcation en
courages th.e use of an amortized repay~ 
ment schedule, I.e., one that requires the 
institution to set forth the amount of 
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principal IUld interesl due on each ilI
staJ.lment fQl' \hE; number o[ installments 
required to rep" the loan in full. How~ 
ever, this is. not a requirement. As a miD1~ 
mum the repaymen~ schedule should sel; 
forth the number of principaL repay~ 
ments or the number of equal payments 
as the case may be, the rate of interest, 
truJ date the first repayment is due and 
the frequency oj 1Jle repa;yments. The 
Office of Education rea~ tb.a.t " great 
marlY amortized repayment schedules 
are out of date before the last payment 
becoInes due because of any one. of sev~ 
eral circumstances such as the various 
deferment and cancellB.tion provisiOns, 
delinquency where extra interest ac
crUel>, etc. 

Comment. Several commenters sug~ 
gested thai the exii interview before a. 
borrower leaves school is of little value 
and could be done by mail before the ex~ 
pirll.tion of the grace period. Many com
menter!! feel that it Is impossible to con
duct an exit. interview for each individ
ual borrower since the borrower in the 
final term is o-;:cupied with gradua~ion, 
job hunting, relocation, etc. Also, it was 
pointed out that many borrowers. leave 
school without- proper. notification thus 
making it impossible to have personal 
exit interviews, dseplte the positive value 
of such a procedure. 

Response. The regulation was revlsed. 
See §§ 144.41(b) (2) and 144.42 (c) . The 
Office or-Education feels that the exit in~ 
terv1ew is an integral part of "due dili
gence" a.nd the entire collection proce
dure. Although the. Office of Education 
encourages individual interviews, mllSS 
exit interviews may be used where in
dividualinterviews are not feasibly pos~ 
sible. In those cases where a borrower 
for any reason does not show up for the 
interview or leaves school without proper 
notlfication, the instltution sh?Jl make 
every possible effort to contmct the bor
rower by mall as speclfied in the revised 
§ 144.42, In order. to inform h1nl of his 
rights and responslblliti~. As speclfied 
in the regulation the institution is re~ 
qulred to maintain contact with the bor
rower while he is in his grace period. TIle 
primary purpose of this provision h! to 
keep the borrower's mailing address Cur~ 
rent. Thh! includes the sending of no 
less than three letters, i.e., of (1) disM 
clCl8'llre, (2) notlficatlon of end of grace 
period, and (3) first payment approxi~ 
mately 30 days before the first payment 
is due. 11' the borrower's address is found 
to be unknown as a result, the institu~ 
tion must take corrective skip-trace ac~ 
tivIties. These include routine checks 
with all appropriate institutional offices, 
or if that fails, the performance of an 
extensive skip-trace by the institution's 
own personnel or by using a commercial 
skip-trace agency. 

COmment. One commenter objected to 
the provision of § 144.42 which requires 
the institution to maintain contact with 
borrowers and to keep them informed of 
all changes in the program affecting 
their rights and obIlgations. The come 
menter claims that it is 1nlposslble to 
do thIS in all cases. 

Response. The regulation waa not 
changed. The Office of Education agrees 

thai it is .iIn,possibje. in the CMC of & loot 
borrower to m&ift\&ia CQIltad and al~8 
keep t.he borrower informed. However, if 
the institution performs "due dillgene'!" 
as specified in subperl C and £aD prove 
tha.t every a.ttem~ WI1& made to ImlJn
t:l.in contact and keep the borrower ln~ 
formed, it will be considered ~ have. ful
filled its responsibJ.litiejJ undel" this 
regulation. 

Commeu. One comment.er objeltted to 
the language in § 144.44 mandaf.;ing a.n 
institution to USe the FJervices of a com
mercial skip-traee agenc:;t fot 'c.he pur~ 
pose of locating & borrower in default. 
The. comments pointed out tha.I;. his in
stitution· recently turned ov(~r 103 ac
counts. to such an. agency b.\U had re
ceived successful addresses only in 16. 
The cost was cited al $35 per account 
whether or not the agency was success
fuL 

Response. The Office of Education 
considers such a. fee strUJ.:t,ure to ba un~ 
reasonable and will not fJ.pprO'lle it. as an 
"other collecth>ti cost." In. no instance 
should an institution contract for such 
services. on a nbll-COD.tingent basis • .t\ll 
such contracts Shoul'i be on a contin
gency fee basis and the costs incurred 
must be reasonable. Previously other col
lection costs were nC/t allowed if done by 
the institution itself_ The regula.tioIldoes 
not mandate the 'use of a commercial 
skip-trace agency .. The institution may 
perform its own E,kip-trace. the costs. of 
which could be cb.arged to the Fund. 

Comment. SeVeral commenters stated 
that the bond requirements for com
mercial t:01lecUon agencies as required 
by ~ 144.45 wer'~ too high. 

Response. The Omce of Education con
curs and the language of the regultl.tion 
has been revised to require bonding in 
an amount to cover those particular as
sets of the FuIld which are under the 
control of the collection agency a.t Rny 
particular t1nle. The Offiee of Education 
feels that if such agencies promptly de
posit collections in an lnstitutional bank. 
account through a "lOCk-box" or other 
similar system, the possibility of loSS' to 
the FUnd would be greatly reduced and 
thus the amount of required bonding 
could be reduced accordingly. 

Comment. One commenter suggested 
that § 144.45 mandates the use or a com~ 
mercial collection agency. 

Response. The regulation does n06 
mandate the Use of a. commercial ccl~ 
lection service. The regulation has been 
revised to provide that if an institution 
periorIns this collection activity itseI!, 
the reasonable costs of collection m
curred may be charged directly to the 
Fund. 

Comment, One commenter suggested 
thc.t state higher education "authorlties 
which administer State loan programs be 
allowed to contract with the Federal' 
Government to do billing and collection 
on the National Direct Student Loan Pro
gram for institutions located in a PIU'~ 
ticular state. 

Response. This suggestion was not 
adopted. Eilch National Direct Student 
Loan Fund represents a distinct and sep~ 
arate revolving trust fund at the institu
tion. The institution Jtself Is charged 
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· 
with the responsibility of admiriisterinG 
its own Fund. The Office of Education 
does not have authority to contract di-
rectly with a stll:te in the ml),nner sug
gested by the commenter. 

Comment. Several eommenters railled 
the qUllstion of. retroactivity of the due 
diligence requirement:> of Subpart C and 
felt t:.l.at the proposed regulatIon would 
feqllli'e institutions which have per~ 
formed "due diligence" in accordance 
with Appendix 17 of the 1967 National 
Defense Student Loan Manual to per
form "due diligence" again as set forth 
in the. revised regulations. . 

Response. Regulations are prospective, 
not :retroactive. Therefore, if the institu
tion has used Appendix 17 and has liti
gated and/or used a collection agency, 
where appropriate, it will be considered 
to have performed due diligence. 

Comment. One commenter asked that 
consideration be given to cancellation on 
loans for borrowers whom...an institution 
is unable to contact after "due diligence" 
as set forth in Subpart .C has been fol
lOWed. 

Response. This suggestion was not 
adopted. There is no statutory authority 
for such Co regulation. Furthermore the 
Office of Education would not consider 
such a provision to be advisable even if 
there ware statutory authority for it. 

Comment. NumerOUS commenters of
fered many and varied objections and 
suggestions for rGvision and cla.riflcation 
of § 144.31<e) of the NPRM. Most com
menters objected to the 15 day cycle as 
pl'(}p{)sed with the statement that the 

_ change would be expen.~ive and tinie con
suming. Also mentioned was the fact that 
a more frequent billing cycle would cause 
erossing in the :mail of past due notices 
and repayments, leading to disgruntled 
borrowers. Several commenters whose 
1nstitutlons were on a .manual System 
rather than a computer stated that it 
would be impossible to adhere to the pro
posed cycle. Most oommenters suggested 
an increase in admiriistrative expense al
lowance if the regulation were adopted. 
Most preferred the retention of the 30 
day cycle set forth in AppendL"l: 1'1 of the 
1967 Manual. 

Response. Due to the many comments 
0'.0: § 144.31 of the notice of proposed rule 
making this section has been revised. 
'!'he regulation now calls for a first past 
due notice within 15 days after the due 
.dat.e with a 30 day billing cycle thereafter 
until the loan is "in default" as defined in 
§ 144.2(v) of the regulations. The Office 
of Education agrees that sending an 
overdue notice within 15 days of the due 
aate may be somewhat more expensive 
than waiting for 30 "<lays, but feels that 
it is in conformance with good commer
cial billing practices and further is of the 
opinion that this essential step may 
prove to make the overall billing process 
less expensive in the long run. As to the 
question of a.n increase in routim! ad
ministrative expense allowance, the 1l 
percent allowance is set by stature and 
lcannot be Increased by regulation. 

Comment. One commenter suggest<ld 
the use of the Intern.al Revenue Service 

. RULES AND ttEGULATIONS 

in withholding of Income tax. refunds and 
applicatIon of such withholdings to delin
quent amounts due on the borrower's Na
tional Defense/DIl"lCt Student Loans. 

Response. This suggestion should be 
directed to the Internal Revenue Service, 
since it is beyond the 8utholity of the 
Office of Education. 

Comment, One commenter requested 
clarification as to what steps must be 
taken before the costs of (1) litigation, 
(2)' using a commercial collection agency 
or a commercial skip-trace agency and/ 
or (3) the costs of more stringent collec
tion efforts by the institution itself may 
be charged to the Fund as other collec
tion costs. 

ResPOnse. Sections 144.41-144.43 set 
forth the procedures which must be per
formed before these collection costs may 
be charged to the Fimd. 

Comment. One commenter objected to 
the use of a commercial skip-trace and 
commercial collection agencies entirely, 
citing as a.reason the boon to profit-mak
ing organizations. 

Response. The Office of Education does 
.not ~oo with tr'1e comment that its bill
ing aDd collection requIrements are just 
a boon to profitmaking organizations 
(i.e., the various commercial billi.-lg serv
ic<!S and collection agencies). Those re
quirements may be met by the institu
tions in any numner of their own choos
ing, including performance of these func
tions by their own personnel. 

Comment. Several ·commenters sug
goested that a minimum write-off be pro
vided for small balances on loans, be
cause of the reluctance of borrowers to 
pay small disputed amounts and the ex
cessIve cost of attempting to collect such 
amounts. 

Response. To help solve the problems 
cited by the commenters, I U4.32(c) has 
been revised to include a new subpara
graph (2) which· provides that a repay
ment schedule which results in a final 
])8.yment of $2 or less may be revised to 
Include that arnount in the next-to
last payment. Use of this provision should 
prevent such problems from arising'in 
the future. To help solve the problem 
caused by borrowers' refusal toJ)ay small 
ba.la.nces of long standing, § 144.45(c) 
has been added to provide for the write
off of balances of $2 or less. 
SECTION 144.46 (FoRMERLY § 144.33 OF THE 

NPRM) OTHER COLLECTION COSTS 
Comment. Two commenters objected 

to the prohibition of charges to the fund 
10r "other collection costs" performed by 
an institutional employee. 

Response. The Ofllce of Education con
curs with the commenters' suggestion 
that such reasonable "other collection 
costs" performed by an employee of the 
institution are a legitimate charge to the 
Fund and the regulation has been revised 
accordingly. . 
SEcrroN 144A7 (FORMERLY § 144.34 OF THE 

NPRM) Ul'D.iZATION OF FIscAL AGENT 

Comment. One commenter objected to 
the fRet t..~t the role of a fiscal agent 
utilized by institutions in billing or col
lection of National Direct student Loans 
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was covered in a single paragraph of two 
sentences. The suggestion was made that, 
since the several billing servic(!S are now 
possibly handling one-half or more of the 
total accounts in billing status, § 144.47 
should be expanded in order that all 
concerned would be made more conver
sant with those requirements wb.\ch re
late specifil!b.Ily to them. 

Response. The comment is well taken, 
and this section has been expanded to 
soml' extent. Furthermore § 144.48 has 
been added to forbid the use of a billing 
service and collection agency which share 
a common ownership or control because 
of the potential for cODilict of interest in 
such a situation. In the event that an in
stitution uses the services of a collection 
agency or a commercial skip-trace agen
cy the fees charged may be on a con
tingency basis only. Charges which are 
not contingent on results are not allowed 
as other collection costs. 
SECTION 144.49 (FORMERLY SECTION 144.32 

OF THE NPRM) BANKRUPTCY OF BOR
ROWER 

Comment. Several commenters recom
mended elimination of this provision in
sofar as educational loans are concerned 
and wished to know whether or not con
sideration is being given to a revision 
of the law to exclude Federal educational 
loans from the bankruptcy law. 

Response. The Office of Eduacttun has 
proposed that the Federal bankruptcy 
statute be amended to exclude from its 
provisions any Federal educational loan 
during the first five years of the repay
ment period. Bills have been introduced 
in Congress to this -effect but none has 
yet been enacted. 

Comment. A few commenters raised a 
question as to a possibie cOnfiict between 
State law and the las·~ sentence of 
§ 144.32 of the NPRM,which provided 
that if a borrower who has baa his loan 
dischargea in bankruptcy subsequently 
makes a payment on that loan, such pay
ment revives the entire loan. 

Response. The Office of Education 
agrees that the sentence to which refer
ence is made in the comment is not the 
law in all states and it has therefor been 
deleted. The Office of Education wishes 
to alert institutions that, while the bank
ruptcy statute is Federal and therefore 
unifonnly applied in all States, the pro
\lisions governing reaffirmation of a loan 
may vary from State to state in accord
ance with State law. Each institution 
should seek the counsel of its own attor
ney if any questiolls arise on this ml),tter, 
but should be alert to the fact that a 
bankrupt borrower may reaffirm his debt 
voluntarily. The procedures according t.o 
which. this is done may vary from state 
to State. 

Comment. One commenter asked for 
clarification of procedw'es to be followed 
when a borrownr enters the "Wage Earn
er Plan," which is part of Chapter 13 df 
the Bankruptcy Act. 

Response. Institutions should seek the 
advice of their own attorney in all cases 
where doubt exists as to the legallty-ot 
actions to be taken under Chapter XIII 
of the Bankruptcy Act. For further in-
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formation on. bankruptcy or the wage 
earner plan institutions should contact 
the Administrative Office of the United 
states Courts, Supreme Court Building, 
Washington, D.C. 2(1544. That Office wm 
furnish bull~tins on both subjects written 
in laymen'l! IaDguage. 
SUBPART D-LOAN CANCELLATION 

RULES AND REGULA liONS, 

law as providing elementary or sec
ondafy education, neither a Direct nor 
a Defense Loan borrower performlng 
teaching service in such programs is eli
gible for partial cancellation on his loan. 
In any questionable case, it is incumbent 
upon the institution to contact the ap
propriate official in. the state educational 
agency in order to determine whether 

SECTION 144.51 (FORXERLY SBeTIOJf 144.41 the school in which the borrower is 
OJ'THE NPRM) Sl'ECIAL DEF:anTIONS teaching Is providing elementary and/or 
Comment. Several commenters ques- secondary education under state law. 

tloned the fairness of the definition of SECTION 144.55 (FoRMERLY SECTION 144.45 
"full-time teacher" as prov.lded by· OJ' THE NPRM) MILITARY CANCELLA~ 
§ 144.51<c) in regard to Defense Loans 
where a borrower is teaching P~\rt-time 
at two or more "institutions of higher 
education" and in the case of both De
fense and Direct Loans where a bOlTower 
is teaching part-time in two or mort' local 
jurisdictions. It has been POinted oul\ that 
neither the present regulation nOI' the 
proposed regulations accommodate the 
equivalency of an academic year for pur
poses of National Direct Student Loan 
cancellation for borrowers in such jn
stances. The commenters suggest that 
due to the abundance of qua:lified teach
ers some equivalency standard should be 
established by regu\ation in order that 
persons having received loans and who> 
are unable to secure a full-time tee.chl!:lg 
position might be able to take advantage 
of the cancellation provision. 

TION 
Comment. One commenter asks who is 

to certify that a borrower is entitled to 
military cancellation benefits under sec
tion 310 of Title 37 of the U.s.C. as pro
vided for in § 144.55(b>' 

Response. Normally this certification is 
supplied by the borrower's commanding 
officer or a member of his stair. However, 
verification of such service in the case 
of a discharged borrower may be made 
from form DD-214, the borrower's dis
charge papers. The Oflice of Education 
has been advised by the Department of 
Defense that there are presently 3 areas 
of hostility. These are North Vietnam, 
South Vietnam imd Cambodia, including 
the air space and surrounding waters of 
these are&.S. Also, untU June 4, 1974, Lao.'1 
was on the list .. lt is, therefore, conceiv
able that a borrower may be able to can
cel a portion·of his loan for service. ther2. 

Comment. One cOIllIllenter raised a 
question concerning borrowers who leave 
military service prior to receiving the 
maximum 50 percent military cancella
tion benefits and subsequently·reenlist. 

Response. The regulation was not 
changed. HOWever if a borI1>wer can ob
tain appropriate certifications that he 
has taught in two half-time teaching 
positions for a. complete academic year 
in two elementary or secondary schools 
or in two instItutions of higher educa
tion, he will be considered to have been 
a full-time teacher for that academic Response. An interruption in military 
year. service need not eliminate the borrower's 
SECTION 144.53 (FolUlll!:RLY SECTION 144.43 . eligibility for receiving military cancella

OF THE NPRM) TEACHER CANCELLA- tlon benefits for his subsequent military 
TIONS-DIRECT LoANS service. Thus, a borrower could, for ex

" ample, serve in the Armed Forces for two 
Comment. O~e commen~r suggest«l years, cancelling 25 percent 'of his loan 

the.~ the $3,000 .. ow-income ~actor in se- (12i& er ent each complete 12 month 
lection of designated schools in which pc. rvi 
teachers are eligible for cancellation as pet:iod.). terminate his military se ce, 
provided in § 144.53(a) (1) is unrealisti-' then at som~ later point during his re
cally low and suggests that this figure be payment perIod reenlist and again re
changed to $6,noo. One commenter oi>- celve cancell~tion for his military service 
poses all cancellation provisions. up to an addItional 25 percent of the loan 

. so that he ultimately would have re-
ReSpOnSe. The cancellation provlSion ceived the maxim.um allowable cancella

and the $3,000 figure in § 144.53{a} (l) tion for military service 
a.re statutory (§ 465 of the Act; 20 U.S.C. . , 
l087ee) and cannot be changed by reg- SECTION l4.4.55 (FORMERLY SECTION 144.46 
ulatlon. OJ' THE NPRM) CANCELLATION: FOR 

Comment. One commenter suggested DEA'l'H Olt DIsABILITY 
that teaching service in preschool and Comment. Numerous commenterl!". 
eal'ly childhood education programs be spoke to the fact that no provision was 
mentioned in §§ 144.52 and 144.53. included in the proposed regulatiOns for 

Response. The suggestion was not cancelhition on Direct Loans made after 
adopted. There is no sta.tutory provision June 30, 1972 due to the death or per
for cancellation of a Direct or Defense manent and total disability of a bor
Loan for teaching in preschool or early rower as was the case for Defense Loans 
chUdhood education programs unless made before June 30, 1972. Many com
such programs are part qt elementary menters I!ompla.tned that the Office of 
education under state law. <Direct Education has been derelict in its efforts 
Loans, however, are cancellable for to get this matter settled and also com.
teaching service in a Head start plained that they were misled by officials 
Program.. See § 144.54}. Therefore, of the Office of Education in the past by 
unless preschool or earIy education statements that the lJroblem could be 
programs are recognlzecl under state solved by revised regulations. 

Response. The Office of Educs.tion· re
grets the delay in resolving this problem. 
Originally it was felt that this obvious 
oversight in the statute couId be rectified 
by regulation. After it was determinea 
that. this could not be done by regulation, 
the Office of Education submitted a re
quest for enabling legislation. Section 
130 of the Education Amendments of 
1976 amended sectlon 464(c) (1) of the 
Act to provide for cancellation of Direct 
Leans due to death or disability, This 
provision is retroactive to June 23, 1972. 

Comment. One commenter commented 
on § l44,56(b) and objected to the word
ing that cancellation shall be made 
"upon the permanent and total disability 
of the borrower." The commenter sug
gested the phrase be changed to "if the 
borrower becomes permanently and to
tally disabled after the loan ha.s reen 
made" to cover the situation where a 
stUdent who is already permanently or 
totally disabled applies for a loan. 

ResponSe. The Office of Education con
curs and the regulation has been revised 
accordingly. Institutions should be cau
tioned against making loans to a student 
who is totally and permanently disabled 
at the time of enrollment. Although an 
institution coUld not deny a. loan to such 
a student on these grounds, it should 
make clear to the student that the loan 
could not later be canrJelled on the 
grounds of the borrower's pre-existing 
impairment. The Oflice of Education sug
gests that insti\;1ltions make every effort 
to meet such a, student's need through 
other more apPl:opriate sources of finan
cial aid. 
SECTION 144.57 ':FORMERLY SECTION 144.47 

OF THE NPRl\:.o RESPONSIBILITY FOR DE
~ERMINATION OF CANCELLATION ENTITLE
MENT 

Comment: One commenter suggested 
that a formal proc~ure be estab!ished to 
review determinations by an institutioll. 
concerning cancellation entitlement. 

Response. This suggestion was not 
adopted. The determination of a bor
rower's eligibility for cancellation is the 
sole responsibility of the lending insti
tution. Where a fiscal agent is involved, 
that agent may make a routine decision 
as to a.pproval or disapproval in the mat
ter, subject to reView by the approPliate 
institutional officials. 
SECTION 144.58 (FORMERLY SECTION 144.48 

OF THE NPRM) CANCELLATION PROVI
SION NOT RETROACTIVE-No REFUND 
Comment. Two comment-ers requested 

clarification of the refund policy set forth 
in § 144.58(b) of this regulation. 

Response. It was not the intellt of this 
section to deny a refund to a borrower 
in the case of an obvious error on the 
part of the institution. Thus in any case 
where a borrower overpays due to incor~ 
rect accounting or billing on the part of 
the institution, a correction is in order, 
and such a correction may involve a re
fund. Also as provided in Subpart C; it is 
incumbent upon the institution to keep 
the borrower intonned of all changes ill 
the program whIch affect his rights and 
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obligations. For example the 1964 
Amendments (Pub. L. 88-665) provided 
,for cancellation for teaching service in 
institutions of higher education. A bor
rower graduating before the 1964 aca~ 
'demlc year coula not have had this pro
V'!sion in his promissory note. If there is 
no proof that the institution attempted 
to notify thE' borrower of this retroactive 
benefit and if the borrower later teaches 
in an institution of higher education Ilnd 
makes timely payments, a refund woUld 
be in order if such a refund is required 
to give the borrower. the cancellation 
benlillt which he '\fas previously errone
O~ly denied. 

GENERAL 

Comment. Several commenters ques
tioned whether the regulations woUld ap
ply retroactively. and expressed concern 
about institutional liability for proce
dures not required by statute and which 
had not been included in previous regu
lations. 

Response. The procedures for estab
lishing the etfective date of these regu
lations are set forth below. Prior to the 
effective date the institution remains re
sponsible for administering the program 
in accordance with the terms of the st..'\t
"Ute and applicable previously published 
regulations. Any requirement in these 
regulations which does not appear in the 
statute or in previously published regula
tions is not retrooctive. . 

B. Other changes. Other technical.and 
typographical changes have been made in 
the regulation. . 

C. Adoption oj Regulation. After con
slderaUon of all comments, the Commis
sioner hereby adopts the proposed reg
lue,tion which was published in the F'ED~ 
ERAL REGISTER on October 14, 1975 with 
the changes noted above as interim regu
lations. This regulation is set f()rth below. 

2. The Supplemental Educational Op
portunity Grant Program (BEOGP) is a 
program of grants established at institu
tions of postsecondary education to assist 
their students 'of exception8.J. financial 
need who without the grant would be 
unable to continue their education. 
. A student 11; eligible to apply for an 

SEOG'If he is enrolled as at least·a half
time' undergraduate student in a post
secondary institution which is participat
ing in the program. Graduate students 
are not eligible for.an SEOG. 

If a student receives an SEOG, it can
not be for less than $200 nor more than 
$1,500 a year. Normally, a student may 
'receive an SEOG for no more than four 
years. However, the SEOG may be re
ceived for five )'ears under certain 
special circumstances. The total SEOG 
award may not exceed $'1,000 for four 
years or $5,000 for five years. 
. If a student receives an SEOG, the 
Institution must provide him with addi
tional financial assistance from other 
sources (such as, a Basic Grant, a Na
tional Direct Student Loan, or employ
ment under the College Work-Study 
Program) in fin amount which is 'at least 
equal to the amount of the SEOG .. 

A student should apply for an BEOG 
through the financial aid officer at the 

.-
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educational institution in which he 
enrolled or expects to be enrolled. is Sec" 

144.1 
144.2 
144.3 

Pursuant to the authority set forth 
in 20 U.s.C. 1070b the Commissioner is 
also adopting as interim regulations. th~ 
amendments to the Supplemental Educa
tional Opportunity Grant regulations set 
forth below. The.se amendments change 
provisions which are common to two or 
more of the three "campus-based" Fed
eral programs of student financial aid 
(which are the Supplemental Educational 
Opportunity Grant, College Work-Study, 
and National Direct Student Loan pro
grams) in or6er to standardize such 
common provi. 'lns. The majority of 
these change' ,·.e as a resUlt of public 
comment on the notices of proposed rule 
making published on October 14, 1975, f::lr 
the National Direct Student Loan and 
College Work-Study programs. 

Subpart A--Genera. Provlslons 

Scope and purpose. 
Definitions. 
Apportl9IUllent and r~pportionment 

of Federal capital contributlullB to 
states. 

In view of the fact that u) the Na
tional Direct Student Loan, Supple
mental Educational Opportunity Grant, 
and College Work-Study programs are 
Federal student assistaIice programs ad
ministered.by institutions of higher edu
cation, (2) that many regulatory pro
visions involving these three programs 
are applicable to all three programs, (3) 
that it is in the interest of the institu
tions and the Office of· EdUcation that 
these common provisions be standardized 
and that these prOvisions be Identical 
for each program sa that any change in 

·the common regulatory provisions in.one 
program is also made in the other two, 
(4) that changes being made In these 
common provisions are as a result of pub-
11c comment, and (5) that further -public 
comment on these provisiOns is being 

-requested, it has been determined that 
resort to public participation in rule 
making with regard to ·these interim reg
Ulations set forth below for the Supple
mental Educational Opportunity Grant 
Program is unne"essary and contrary to 
the public' interest. (5 U.S.C. 553(b» 

3. ·EffectIve date: Pursuant to sectIon 
o!3~(d) of the General Education Pro
visions Act, as amended (20 U.S.C. 123!'
(d»), these regulations have been trans
mltted to the Congress concurrently with 
their pUblication in the FE.DERAL REGISTER. 

That section prov.ides that regUlations 
subject thereto 'shall become effective on 
the 10rty-fift1;l day following the date ef 
such transinission, &ubject to the pro
visions therein concerning Congressional 
action and adjournment. . 
{Catalog of Federfll Domestic Assistance No. 
13.418; Supplemental E.ducatiooal Opportu
nity Gl11onts; No. 13.471, National Diroct Stu
dent Loans) 

Dated: August 13, 1976. 
WILLIAM F. PIERCE, 

J!.oting U.S. Commissioner 
of Education. 

Approved: November ~, 1976. 
DA'VID MATHEWS, 

Secretary of Health, J:Ctucation; 
and Welfare. 

1. Part 144 of Title 45 of the COOe ot 
Federal Ragulations is amended to read 
as follows: 

144.4 

144.5 
144.6 
144.7 

144.8 
144.9 
144.10 

144.11 
144.12 
144.13 
144.14 

144.15 
144.16 
·144.17 
1404.18 
144.19 

144.20 
144.21 

144.31 

144.32 
144.33 

144.34 
144.35 

144.36 

Allocation, reallocation and payment 
of Federal capital contributions to 
l~tltutions. 

Instltu tiona! applications. 
Funding cl1ter!a. 
Appllcatlon review a.nd approvfll ot 

request. 
Institutional agreemellt. 
Student ellgibillty. 
Co,)rdlnation with Bureau ot IndIan 

Affairs grants-in-ald. 
Coot of education. 
Expected family contribution. 
Approved need aoalysls systems. 
Coordination ot student finanCial aid 

programs, loan amount and over
award. 

Disbursement of loans. 
Special sessions. 
Administrative expense. 
Fiscal procedures and records. 
Federal interest in &llocate4 funds-

transfer ot Loan Fund. 
Termination and 8USpens1ol\. 
[Reservedj 

Subpart B-Te ...... of Loans 

Limitations eoverning aggregate 
amount of loans. 

Promissory note-loan repayment. 
Minimum rate ot repayment t! the 

borrower received both Deferure 
and DIrect Loons. 

Determent of repayment. 
Postponement of 101m repayments in 

anticipation of cancellation. 
Treatment ot loon zoepa.yments where 

cancellatlon,·Joan ~ep~';,ments, and 
minimum monthly repayments 
apply. 

Subpart C--loan Collectlon--DuG DIII«ence 
144.41 General. 
144.42 Contact 'With ~ I!orrower ;pl'Ior :to 

144.43 
.144.44 
144.65 
1«.f6 
144.47 
'!4.48 

repayment period. 
Billing procedures. 
Skip tracing &etl1iit1es. 
Collection and wrtte-olf procedures. 
other collection CXl6t-IWgatlon C<lflts. 
Utillza.tlon of 1Isca1 agent. 
Us(' of commonly owned billing serv

Ice and col1ectJoii agency pro
hibited. 

144.49 :Bankruptcy of borrower . 

144.50 
144.51 
144.52 
144.63 
144.54 
144.55 
144.56 
144.57 

, «.58 

144.59 

1!ub .... rt D-Loan CtonceU.tlons 
[Reserved] 
S~lal definitions. 
Teacher canceUatlon-.:..oetense loa.ns. 
Teacher canceUatlon-Direct loans. 
Head state cancellation. 
MUitar,. cancellation. 
Cancellation tor death or dlsablllty. 
Responslblllty tor detennlnatlon of 

<:r.:n.cellation entitlement. 
cancellation provision not retroac

tive. 
RelmbUrFement by the Commissioner 

ot amc:unts cancelled. 

Subpart E-Loans to Institutions for 
"Institlltiona' C~ital Contributions." 

144.61 Instltutiooalloan. 
164.62 4ppllcatlon. 
144.63 Allocation of !federal institutiona.l 

ioe.ns. 
144.84 l"ederfll 1nstI.tutionaI loan agree

ments. 
AppendIX A-Allotment of funds to States 

for fiscal )'eQ:r 1972. 

A'tlTaoRlTY: 'I'lt1e IV, Part E ot the Righer 
Education Act of 1965, 1\1'" added by section 
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137(b) of Publlo Law 92-318,86 stat, 2'73 (00 
11.S.C. 1087aa-81lY), ancl Title n at the Na
tional Defense .~duoatlon ,Act at 1958 (00 
11 .S.C. 421-29), unlesa othel-w\l!e noted. 

Subpart A-General ~rovi5ions 
§ 144.1 ~pe and p~ 

(a) Title IV, Fa rt E of the Hlgber Edu
cation, Act l)f 1965 authorizes the Na
tional Direct Student Loan Program for 
the purpose of assisting in the establish
ment and maintenance of funds at par
ticipating institutions of hlger educa
tion for the making of low-interest loallS 
to students in need thereof to pursue 
their courses of study in such institutions. 

(b) Tbe National DIrect Student Loan 
Program is and shall be deemed to be a 
continuation of the National Defense 
Student Loan Program authorized by 
Title n of the National Defense Educa
tion Act of 1958 (2() U.S.C. 421-429). Ex
cept as otherwise provided in this part 
144, all rights, privileges, duties, ,func
tions, . and obligations under such Title 

, II prior to the enactment of the Educa
tion Amendments of 1972 (Public Law 
92-318) 'shall be deemed to be vested 
under Title IV, Part E of the Higher Edu
cation Acli- of 1965. Any student loan 
Fund established under an agreement 
under su()h Title II shall, to the extent 
not otherwise provided in this part 144, 
be deemed to have been established 
under such Part 'E, anti. any assets of 
such student loan Fund of any institu
tion shall be deemed to be the assets of 
a student loan Fond established under 
an agreement of that institution with 
the Commissioner under such Part E. 
(20 11.S.C. 1087aa; PUblic Law 92-318, section 
137(cl) (1» 

§ 1,Q,.2 Definitions. 
For the purposes of this part: 

. (a) "Academic year" means a period 
of time generally of not less than 8 
months in which a full-time student 
would normallY be expected to complete 
the equivalent Of,tWD semestel'l!, two. tri
mesters, three quarters, Dr 900 clock hours 
of instructiDn. 

(b) ';Act" means Title IV-Part E of 
tire Higher Education Act Df 1965, as 
amended. 

(c) "Basic Educational 'OpPDrtunity 
Grants Progrem" means fme program 
authoriz~i by Title IV-A, Subpart 1 of 
the Higher Education AI;t of 1965, as 
amended. 
(20 11.s.0. 1070a) 

(d) "ClOck hour" means a period of 
time which is the equivalent of (1) a 50 
to 60 minute class, lecture or recitation, 
or (2) a 50 to 60 minute faculty super· 
vised laboratory, shop training, 9r in
ternship. 
(20 U.S.C, 1087aa-tf) 

(e) "College Work-Study..Program" is 
a federally supported program of part
time employment authorized 'by TItle IV, 
Part C, of the :RJgher Education Act of 
1965. 
(42 U.S.C, 2751-?,766) 
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(f> "Commissioner" meana the United 
states Commissioner of Education. 
(20 U.S.C. 1141 (b) ). 

(g) "Defense Loan" means a loan 
made under this part before July 1, 1972. 

(h) "Delinquency rate" means with 
regard to loans made under this part 
'the amount of principal "in default" but 
not "uncollectible" divided by the amount 
of principal paid, cancelled, or past due, 
but not "uncollectible." No loan currently 
in deferred status is considered past due, 
even if it was past due before the begin-

is provided at an Institution of higher 
education. The term includes (1) that 
portion of any program involving a pe~ 
riod of study beyond four years of study 
at the: college level, or (2) any portion. 
o! a. program leading to (l) a degree be.
yond the bachelor's or first professional 
degree, or (11) a first professional de
gree, when at least three years of studY 
at the collega level are required for en
trance into a program leading to such 
degree. 
(20 U.S.C. l087aa.-tf) 

ning of the deferment period.. (t) "Hall-time graduate student" 
(D "Dependent student" means any means a graduate or professional student 

student,who does not qualify as I!- "self- who is carrying any combination of 
supporting or independeIIt student" as courses, research, or special stUdies 
defined in § 144.2(dd). which, according to the standards and 

(j) "Direct Loan" means a loan made practices of the institution in which the 
under this part after June 30, 1972. student is enrolled, is considered half-

(k) "Expected family contribution of time graduate study. 
a dependent student" means the sum (u) "Half-time undergraduate stu

.of th.e .. Ilmo.up,ts which reasonably may dent" means an undergraduate stu
be expected from the student and his dent who is carrying a half-time 
spouse to meet the student's cost of edu- undergraduate academic work load 
cation as described in § 144.11 and the measured in terms of (1) the tuition and 
amount which reasonably may' be ex- fees customarily charged for such 
pected to be made available to him by his half-time study by the Institution and 
parents for such purpose. (2) the course work or other re-

m "Expected famlly contribution of quired activities as determined by .the 
an independent or sell-supporting stu- institution in wll.ich the student' is 
dent" means the amount which reason- enrolled: provided, however, that such 
ably may be expected from the student course work and activities amount to the 
and his spouse to meet the student's cost equivalent of a minimum of (i) 6 se
of education as described in § 144.11.. mester hours or 6 quarter hours per 

(m) "Federal capital contribution", academic term for institutions utiliz~ 
means the portion of a Fund deriving' il;lg semester, trimester, or quarter hour 
from Federal contributions, or a specifiC systems; (il) 12 semester hours or 111 
amount provided by the Commissioner to quarter hours per academic year for in~ 
augment such Fund. stitutions which measure progress in 

(n) "Federal instItutional loan" terms of credit hours but which do not 
means a loan made by the Commissioner utilize semester, trimester, 0):' quarter 
to an institution to enable tIlat Instltu- systems; or (tii) 12 clock hours per week 
tion to make an institutional capital con~ for institutions which utilize clock hours 
trlbution to i1:.<> Fund. to measure prOffl'ess. All students en
(20 11 .s.C. 1087a&-tf) 

(0) "Financial need" means the dif~ 
ference between a student's cost of edu~ 
cation and his expected famlly contri
bution. 

(p) "Full-time student" means a stu~ 
dent who is carrying any combination 
of courses, research, or special studies 
which, according to the standards and' 
practices of the tnstitutioq in which the 
student is enrolled, is considered full
time study. 
(20 U,S,C. 1088(0) (2» 

(q) "Fund," or "National Direct stu: 
dent Loan Fund." means a Fund estab
lished imd maintained in accordance 
with § 144.8. 

(r) "Good standing" means, witIl re
gard to a student. that the Institution 
in which the student is enrolled has de
termined'that (1) the student is eligible, 
in accordance with its own standards and 
practices to continue in attendance at 
tIle Institution, and (2) the student is 
making measurable progress toward the 
completion of his course of study. 

(s) "Graduate or professional stu
dent" means. in general, a student who 
is enrolled in an academic program of 
Instruction above the college level whIch 

gaged in a program of study by corre
spondence which is offered as requiring 
at least 12 hours of preparation a week 
shall be considered hall-time students 
for purposes of this pa.rt. 
(20 U.S.C. 1088(':) (2» 

(v) "In defcult" means with regard to 
a loan made under this,part that (1) the 
borrower failed to make an Installment 
payment when due. and (2) snch failure 
persisted (i.e., was not cured either by 
p:l.yment or other appropriate arrange
ments) for 120 days in the case of loans 
repayable in montIlly Installments, or for 
180 days in the case of loans repayable 
in less frequent installments. 

(w) "Institutional capital contribu
tion" means the portion of a Fund de
riving from institutional contributions 
or a specific amount provided by the in
stitution to augment such Fund. 
(20 U.S.C. 1087co) 

(x) "Institution of higher education" 
means an educational institution in any' 
State which (1) admits as regular stu

'dents only pe,rsons having a certificate of 
graduation from a school providing sec
ondary education, or the recognized 
equivalent of such a certificate, (2) is le
gaIly authorized within such State to pro-
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vide a program of education beyond sec
ondary education, (3) provides an edu
_ca.tional program for which It awards a 
bachelor's degree. or provides .not less 
than a two-year program which is ac
ceptable for full credit toward such a 
degree, (4) is a public or other nonprofit 
institution, and (5) (i) is accredited by a 
natiOllally recognized accrediting agency 
-or. association, or (Ii) in the case of a 
public institution offering postsecondary 
vocational education, is approved by a 
State approval agency recognized by the 
Commissioner as a reliable authority as 
to the quality of public postsecondary 
vocational education In that state, or 
(iii) is an Institution with respect to 
which the Commissioner has determined 
that there is satisfactory assurance, con
sidering the resources available to the in
stitution, the period of time, if any, dur
ing which it has operated, the effort It 
is making to meet accreditation stand
ards, and the purpose for which this de
termination 15 being made, that the in
stitution will meet the 'accreditation 
standards of such an agency or associa
tion within a reasonable time, or (iv) is 
an Institution whose credits are accepted, 
on tJ:ansfer, by not less than three in
stitutions which are so accredited, for 
credit on the same basis as if transferred 
:from an Institution so accredited. Such 
term also inclUdes any school which pro
videS not less than a one-year program 
of training to prepare students for gain
ful emPloyment In a recognized occupa
tion and wl:!ich meets the proVisions of 
clauses (1), (2), (4), and (5) of this 
paragraph. For Pll..--poses of this part .a 
one-year program of training means .a 
program of study in which a student will 
receive sUjJerv:ised training totaling at 
least 900 clock hours of instruction. The 
term "Institution of higher education" 
also Includes any proprietary institution 
of.higher education, as defined in § 144.2 
(bb) , which has an agreement with. the 
Commissioner containing such tenns and 
cor.ditions as the Commissioner deter
mines to be necessary to insure that the 
availability of assistance to students at 
the school under this part has not re
sulted, and will not result, in an increase' 
In the tuition, fees, or other charges to 
such studen ts. 
'<20 U.S.C. l087-1(b), 1088(b) and 1141(a» 

(y) "National of the United states" 
means (l) a citizen of the United states, 
or (2) a person who, though not a citizen 
of the United states, owes permanent 
allegiance to the United states. . 
(8 U.s.C.1101(a) (22» 

(z) "Nonprofit" as applied to a school 
-Qr Institution means a school or institu
tion owned and operated by-one or more 
nonprofit corporations or associations' no 
part-of the net earnings of which Inures, 
or may lawfully Inure, to the· benefit of 
-any private shareholder or individual. 
(ZO U.s.C.1141(0» 

(aa) "Parent" means the mother or 
father of the student, unla;s ·any· other 
pel'llOn, except the stuJient's BJ)OUse, pro
.~des more than one-half of the student's 
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support and 'clalrils or is eligible to claim 
the student as an exemption for Federal 
Income tax PUrpooes, In which case such 
person shall be considered a parent. 
(20 U.S.C. 10B7a.e.-fi') 

(bb) "Proprietary institution of higher 
education" means a school (1) which 
provides not less than a six-month pro
gram of training to prepare students for 
gainful employment In a recognized oc
cupation, (2) which admits as regular 
students only persons having a certifi
cate of graduation from a school provid
ing secondary education or the recog
nized equivalent of"'such a certificate, 
(3) which is legally authorized by the 
State In which it is located to provide a 
program of education beyond secondary 
education, (4) which is accredited by a 
nationally recognized accrediting agency 
or association a!,Jproved by the Commis
sioner for this'lUrpose, (5) which is not 
a public or otiler nonprofit Institution, 
and (6) which has been in exister,ce for 
at least two years. For purposes of this 
part"U six-month program of training 
means a program of study, which does 
not include study by correspondence, in 
which a student will receive sUjJervised 
training totaling at least 600 clock hours 
of instruction, or, in the case of a pro
gram offered by correspondence, a pro
gram of study requiring at least 600 
hours of preparation. 
(20 U.s.C.I083(b) (3» 

{ec) ''Public'' meanS under public ad
ministrative control and direction. 
(20 U.S.C. 1087aa-tr) 

(dd) "Self-supporting or Independent 
Student" means a student who is either 
(1) a veteran as defined in § 144.2(hh) 
rr (2) a student who: . 

(1) Has not and will not be claimed as 
an exemption for Federnl Income tax 
purposes by any person except his or her 
spouse for the calendar year(s)In which 
aid is received and the calendar year 
prior to the academic year for which aid 
is requested; 

(11) Has not received and will not re
ceive financial assistance of more than 
$600 from hiS' or her parent(s) In the 
calendar year(s) In which aid is received 
and the calendar year prior to the 
academic year for which aid is requested; 
and 

(iii) Has not lived or will not live for 
more than 2 consecutive weeks In the 
home of· a parent dUring the calendar 
year In which aid is received and the 
calendar year prior to the academic year 
for wli.ich ai~ is 1'equested. 
For purposes of this paragraph; a stu
dent will not be considered to have been 
claimed as an exemption by a parent, or 
to have received $600 from a parent, or 
to have lived with a parent if that parent 
has died prior to the student's submis
sion of an application for a 1oan. 
(JIO U.s.c.l~7aa-1f; 20 U.s.C. l08'1dd(e» 

(ee) "state" means, In addition to the 
-.several states of the Union, the District 
of Columbia, the·Commonwealth of 
Puerto Rico, Guam, Amerlcap. Bemoa, 
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the Trust Territory of the Pacific 
Islands, and the Virgin Islands. 
(20 u.s.C. 1141 (b); 20 U.S.C. 1088(a» 

(ff) "supplemental Educational Op
portunity . Grant Program" mean~ a 
grant program for students wi"!;h excep
tional financial need authorized by Title 
IV-A-2 of 'the Higher Education Act of 
1.965. 
(20 u.s.C. 1070b et ,eq.) 

(gg) "Uncollectible," with regard to 
a loan made under this part, means a 
loan which is "in default" for two years 
or mOI:e despite the institution's exerci~e 
of due diligence. For loans which become 
past due after the effective date of this 
regulation, "due diligence" means that 
the institution has undertaken all the 
steps set forth in Subpart C of this part. 

(hh) "Veteran". means a person who 
served In the 3.ctive military, naval, or 
air service of, the United States, nnd who 
.was dischargecj. or released therefrom 
under conditions otl:ler than dishonor
able. 
(38 U.S.C. 101 (20) ) 
(20 U.S.c. 10B7aa-f[ unle86 «b~rwlse noted) 

§ 144.3 Apportionment IIIId reappor-
tionment of Federal eapilal eontri
hutioD8 to Stales. 

(a) Apportionment. (1) From 90 per
cent of the sums appropnlWf.;ed for Federal 
cal'ltal contributions pursuant to section 
461 (tl) (1) of the Act for any fiscal year, 
the Commissioner will apportion to each 
State an amount whioh bears the same 
ratio to the total amount so appropriated 
as the number of persons enrolled on a 
full-time basis in 1nst1tuStons of higher 
education in -such state, as determined 
by the Commissioner for the most recent 
year for which satisfactory data are 
available to him, bears to the total num
ber of such persons so enrolled In all the 
states. :If the amount so apportioned to 
any State is less than its allotment under 
section 202{a) of the National Defense 
Education Act of 1958 for fiscal year. 
1972, additional sums shall then be ap
portioned to each :uch state from the 
remaining 10 ~ercent of the sums appro
priated pursuant to section 461<b) (ll to 
make its apportionment for such year 
equal to its al.lotment for fiscal year 19'12 
under section 202 (a) . (The table set 
forth as Appendix A to this part indi
cates the amounts apportioned to each 
Statli under section 202 (a) for the fiscal 
year ending June 30, 1972,) In the event 
that the funds available are insufficient 
to meet that level, the Commissioner will 
Instead apportion the remaining 10 per
cent of the sums appropriated so that no 
State will receive less than a uniform 
minimum percentage of its fiscal yea:' 
1972 allotment under section 202(a). 

.(2) The Commissioner will apportion 
·any sums remaining after the apportion
ment of funds under subparagraph (1) 
of paragraph (a) of this section to those 
states which received the lowest percent
age of approved requests for Federal 
capital contributions as a result ·of the 
apportionment under subparagraph (1) 
of pa.ragmph (a) of this lleCtion, so that 
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no state will receive less than a uniform 
minimum percentage ot ita total ap
proved requests for Federal capital con
tributions. 
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able, the amount not accepted or used 
shall be restored as part of the appor
tionment ot the State in which such in
stitution is located. When the aggregate 
of funds thus restored to a State's o.ppor
tionment becomes sufllcient to increase 
significantly the amount of the Federal 
capital contributions that can be 
awarded to other Institutions within the 
state, such funds shall be. granted to such 
other 'nstitutlons In accordance with 
subparagraph (1) of paragraph (a) of 
tfiis section. 

(c) Payment. Payment of the Federal 
capital contribution will be made in such 
installment,oS' as the Commissioner deter-
mines will not resUlt in unnecessary ac
cumulations of capital in the student 
loan Fund of the applicant. 
(20 U.S.C. i087bb) 

(b) Reapportionment. U the amount 
of an apportionment to a state under 
paragraph (a) of this section exceeds 
the total amount of approved requests 
for Federal capital contributions of in
stitutions of higher educatIon in th~ 
State, such excess shall be available tor 
reapportionment from time to time on 
such date or dates as the Commissioner 
shall fix. From the aggregate of such 
excess for any fiscal year, .the.Commis
sioner will reapportion to each St/l.te in 
which the total approved requesls for 
Federal capital contrlbutiont;..9f irultitu
tions of higher education in that state 
exceeded the amount 01 funds appor
tioned to tha.t state an amount which 
b~ars the same ratio to such aggregate § 144.S I1l8l,tutional apl!lications. 
as the total amount of such shortfall in (a) An institution that wishes to par
that sta-te bears· to the total amount of ticipate in the National Direct Student 
such shortfalls in aU the States. Loan Program shall file an application 
(20 U.S.C. 1087bb) with the Commissioner before. the closing 

date for such applications established 
§ 144.4. Allocation, reallocation and pay- annually by the Commissioner. Such ap

menl of Federal capital contribu- plication shall contain the follow~ in
tiona to instilutioDII. formation. except as provided in para-

(a) Allocation o//unds to institution&. graph (c) of this section, and shall be in 
(1) Subject to the provisioDll of sub- such form and ~ontain such other infor
paragrapb.'I (2) and (3) of this para- mation as the Commissioner may from 
graph, when funds available for distribu- time to time prescribe: 
tion among the institutions within a (1) The institution's requests for Fed-. 
'state for Federal capital contributions eral stUdent financial aid funds under 
are not sufficient to honor all approved this part, the College Work~study Pro
requests of 1n;>tltutions within such state, gram, the Supplemental Educational Op': 
such sums as 'are available will be dis- portunlty Grants Program. and its an
tributed on a pro rata basis among all in- ticipated disbursements under the Basic
stitutioIUlJ. applicanm in the state in the Educational Opportunity Grants Prow 
same ratio that the total funds available gram; 
for the state, including both apportion- (2) The Institution's anticipated en
ments and reapportionments, bears to rollment for the forthcoming academJc 
the total approved requests for that year; _ 
State. (3) The anticipated number of en-

(2) U the amount of the institutional rolled students eligible for loans; 

an institution shall provide an explana
tion as to why this rate exceeds 10%; 

(12) The total amount of collectiorur 
and otter income of the Fund receIved 
by the Institution during the fiscal year 
and the total amount of such collectloDll 
and other income received too late to re
lend; it the total amount received too 
late 10r relending exceeds 25% of the 
total amount received during the fiscal 
year, the reason. why this percentage ex
ceeds 25%; 

(13) The average unmet need per stu
dent; it the average amount of unmet 
need exceeds $200, the reason why this 
figure exceeds $200; 

(14) Whether the institution intends 
to apply for Federal instltutJonal loans 
pursuant to subpart E of this part; and 

(15) The amount of funds the institu~ 
tion lias available to use as its institu~ 
tional capital contribution and the ex
tent, it any, that such amount consists 
of an anticipated Feooral institutional· 
loan under subpart E of this part; 

(b) The application shall be signed by 
the official authorized to submit the ap
plication and by the institution's Direc
tor of Student FInancial Aid, and shall 
contain the name of the individual or 
o:tncial who shall be responsible for the 
receipt, custody,. and disbursement of 
Federal funds. 

(c) An institution may file an applica~ 
tlon omitting the information required 
by subparagraphs (4), (5), (8), and (13) 
of paragraph (a) if (t) it has received 
an allocation uhder this part for the two 
academic years prior to the academic 
year for which assistance is requested, 
(m it is requesting not more than 110% 
of its approved request for the academic 
year prior to the academic year for which 
assistance is requested, and (lii) it has 
filed an application containing the in
formation required b:<, subparagraphs 
(a) (4), (5), (8), and. (13) for one of 
the three preceding academic years. (20 
U.S.C. 1087bll) . 

capital contribution is less than the (4) The institutIon's average cost of 
amount required under § 144.S(b) (2) to education, inclucl.1n.t a justltlcatlon of 
match the Federal capital contribution anY annual per-stude'nt costa in excess of 
which the institution will receive in ac- $175 for books or $450 for personal ex- § ·144.6 Fundins criteria. 
cordance with subparagraph (1) of this penses f.or an academic. year; An Institution's request for funds un
paragraph. then the amount of the Fed- (5) An estimate of the average arnoun' der this part will be reviewed in accord
eral capital contribUtion which would which reasonably may be expected to be ance with the following criteria: 
have-been awarded underlsubparagraph made available by the parents of stu- (a) The reasonableness of the institu
(1) of this paragraph shall be reduced dents at the institution who are ex- tion's total request for Federal student 
to an amount eqUal to not more than pected to be eligible for such loans; financial aid funds under thill part (1) 
nine times the amount of institutional (6) The anticipated average loan; in llght of its requests under the College 
capital contribution that the institution -(7) The amount of financial asslit- Work-Study Program and the Supple-
is able to contribute to its Fund. ance awarded by the institution from its mental Educational Opportunity Grants 

(3) NotwIthstanding the prOvisions of' own scholarship and student aid pro- . Program, and (2) in relation to the in~ 
subparagraph (1) of this paragr£lph, grams for the most recent academic stitutioIl'S anticipated enrollment, its 
amounts which woUld otherwise be year for which information is available; average cost of education, and the aver
granted to proprietary institutions of (S) The antiCipated amount of other age .expected family contribution of its 
higher education for any fiscal year shall· financial assistance ava.llable to students students eligible under those programs; 
be proportionately reduced to the extent with financilil need at the institution, (b) The reasonableness of the institu~ 
necessary to produce an aggregate of such as state scholarships,. Veteran's tion's projections of its ant.icipated en· 
such amounts which does not exceed the Benefits, and off-campus employment; rollment and of Its average cost of edlJ
amount by which sums appropriated pur- (9) The amoUnt at cash carryover in cation and the average expected family 
suant to section 461 (b) (1) of the Higher the Fund available for relending; contribution of its students eligible under 
Education Act of 1965 for such fiscal year (10) The qualifications of the profes- those programs; 
exceeds $190,000,000. sional personnel who will be admlnister- (c) The reasonableness of the anticl-

(b) Reallocation. If an institution faiis inlt the National Direct Student Loan pated number of students eligible for 
to accept all ot the Federal capital con- Program including their ability to con- loans, in view of the institution's anticl
tribution that has been granted to it, or duct. a vigorous and eifectlve collection pated enrollment; 
it it projects that It will not use a portion effort; (d) The- reasonablene,o;s of the amount 
of Its allocation by the end of the period (lD The institution.'s loan "delin- of the average loan anticipated in rela
for which such funds were made avaU- quency rate." U this rate exceeds 10%. tion to the average need per student at 
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• Ule institution, after taking into account 
other, available student financial aid re
SOUl'ces: 
• (e) The extent to which the institution 
has effectively utUized Federal financial 
aid funds allocated in previous years; 

(1) The amount of c6Sh carryover in 
the Fund available for relending; 

(g) The adequacy of .explanations pro
-vided by the institution pursuant to 
§ 144.5(a) (4), (11), (12), or (13), and 

(h) The extent to which the institu
tion has effectively admlnjstered or made 
provision for the effective administration 
of the program, incll.l.ding the extent to 
which it has made a vigorous and effec
tive effort on collection of loans, and the 
extent to whlch it has effectively coordi
nated this program with institutional 
and other programs of student financial 
aid. In making this evaluation, consid
eration will be given to the adequacy of 
the qualifications and exPerience of the 
personnel designated by the institution 
to administer the program. 
(20 U.S.O. lQ87bb) 

§ 144.7 Applicalion rcvicw and approv
al 01 rcquc8L 

(a) (1) The Commissione~ will con
vene panels of qualified persons in each 
of the regions served by regional offices 
of the Office of Education, to review ap
plications submitted under this part by 
institutions situated in those regions. 
The review panel shall evalua.te each 
institution's request for funds in accord
ance with the criteria set fonh in § 144.6 
and shall recommend an amount which 
it deems appropriate. _ 

(2) No panelist shall participate in 
the consideration of any application from 
his own institution or any application 
from any other institution which he has 
prepared or assisted in preparing or in 
which he has any personal or financial 
interest. 

'(b) Institutions which file applica
tions for funding under this part will be 
notified of the amount recommended by 
the review panel pursuant to paragraph 
(a) of this section. If the amount recom
mended is less than the institution's .. e
lJuest, the reasons for such a reduction 
will be f~rwarded to the institution. The 
institution shall notify the regional office 
of the Ofiice of Education serving the 
IU'ca in which the institution is located 
of any arithmetic or other technical er
rors with regard to the panel recom
mendation. The regional office will ad
just the recommendation to correct Ruch 
errors 

(c) If all institution wishes to request 
a review of the panel's recommendation 
for other than arithmetic and technical 
errors, it sh:.JI submit a written request 
for such review to the regional office of 
the Office of Education serving the area 
in which the institution is located within 
such time as may be specified by the 

. Commissioner. The request for review 
may include additional information 
relevant to the recommendation. The re
gional office will review such a request 
and· will notify the Institution in writing 
of Its decision and the reasons therefor. 
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(d) (1) If an instltutwn wishes a re
view of the regional office recommenda
tion made pursuant to paragraph (c) 
of this section"it may request a review by 
a national review panel. Such a na
tional review prIDel shall consist of in
stitutional stud(lnt financial e.1d officers 
from each of the regiOns served by the 
Office of Education and personnel of the 
Ofiice of Education. 

(2) A request for national review shall 
be submitted in writing by the institu
tion to the regional office of the Office 
of Education ~erving the area in which 
the institution is located within such time 
as may be specified by the CoDJJllissioner. 
However, no additional information be
yond that given to the regional office by 
the Institution pursuant to paragraph 
(c) of this section will be considered. 

(3) The national review panel will re
view such request and notify the insti
tution and the COmmissioner of its rec
ommendation and the reasons therefor. 

(e) The Commissioner will establish 
an approved level of funding (approved 
request) for -each applicant institution 
taking Jnto consideration the recommen
dation of the relevant panel or regional 
office. 
(20 U.S.C. 1087bb). 

§ 144.8 In8titutionalligrecmell~. 

An institution of higher .education 
which desires to participate in the Na
tional Direct Studen t Loan Program shall 
enter into an agreement with the Com
missioner for that purpose. Such agree
mentshall; 

(a) Provide for the establishment and 
maintenance of a Student Loan Fund 
(Fund) by the institution; 

(b) Provide for the deposit in the 
Fund of: 

(1) Federal capital contributions; 
(2) A capital contribution by the in

stitution in an amount equal to not less 
thap. one-ninth 'Of the amount of the 
Federal contrlbution- (institutional ca.pl
tal contribution) ; 

(3) Collections of principal ,and inrer
est on student loans made from the 
Fund; . 

(4) Payments to the institution by the 
Commissioner pursuant to section 465 (b) 
of the Act as a result of cancellations on 
Direct Loans; 

(5) Penalty charges collected pursu
ant to § 144.32 (f) ; and 

(6) ~Any other earnings of the Fund; 
(c) Provide that the Fund be used 

only for: 
(1) Loans to students in accordance 

with ~he agreement; 
,(2) Payments to the institution In lieu 

of reimbursement for administrative ex
penses in the amount provided for in 
§ 144.17; . 

(3) Capital distributions as provided 
in section 466 of the Act; 

(4) Costs of litigation; and 
(5) Other collection costs agreed to by 

the .commissioner in connection with the 
collection of principal, interest, and pen
alty charges, If any, on a loan made from 
the Fund. Such "other collection costs" 
are described in § 144.46 but do not 
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Include costs of employing individual 
contractors or agents to handle collection 
duties that reasonably maY be expected 
to be performed by lending Institution's 
own personnel as part of the routine 
administration of thls program. 

{d) Provide that where a note or wrlt
ren agreement evidencing a loan has been 
in defaUl~ ~s defined In § 144.2(v» for 
at least two years despite duedUlgence 
on the part of the institution in making 
collection thereon as provided in Subpart 
C of this part, the institution may assign 
its rights under such note or agreement 
to the United states, without recom
pense, and that in that event any sums 
collected on such a loan shall be de
Posited in the general Fund of the 
Treasury; . 

(e) Provide that the institution shall 
submit a report to the Commissioner, on 
at least a semi-annual basis, 1ndicatlng 
the total number of loans made from its 
fund which are in defa.ult; 

(f) Provide that the Institution shall 
make loans from the Fund reasonably 
availa.ble (to the extent of the available 
funds in such Fund) to all eligible stu
dent.s in the Institution in need thereof; 
and 

(g) Contain such other provisJons as 
the Commissioner finds necessary, In 
light of special and unusual circum
stances, to protect tbe financial Interest 
of the United states and to promote the 

. purposes of this part. 
(20 U.S.C. 427, 1()!l7bb,l087cc) 

§ 144.9 -Studcnt eligibility. 
(a) GeneraZ. A student is eligible for 

a loan under this part if such student: 
(1) Is a national of the United Sta.tes, 

is in the United states for other than a 
tempo.-ary purpose and Intends to be
come a perman.,ent resident thereof, or is 
a permanent resident of the Trust Terri-
wry of the Pacific Islands; • 

(2) Is in need of the amount of the 
loan·to pursue a course of study at an 
eligible institution; 

(3) Is capable, in the opinion of the 
institUtion, of maintaining good stand
ing in sUtlh course of study; and 

(4) Has been accepted for enrollment. 
as at least a balf-tlme undergmdu!l.te, 
graduate, or professional stud~nt in such 
institution or, in the case of a student 
already attending such institution, is in 
good standing and is enrolled as at least 
a half-time undergraduate, graduate, or 
professional student in such institution. 
In any case in which a student who has 
been determined to be eligible for a loan 
and thereafter faUs to maintain goof. 
standing, the eligibility of such student 
shall be suspended, and no loo.n payme'l1ts 
to, or on behalf of, such student shali be 
made until he regains good standit)/~. 

(b) Programs 0/ study abroad. A stu
dent participating in a program of If ,,;udy 
abroad will be co,nsldered to be en:, Illed 
In his "home" Institution if (1) the pro
gram of study abroad is arranged CI' ap
proved in advance by the home 1ni'titu
tlon and (2) the student's ,academill per
formance during the pro/ll'lUll of l/tudy 
abroad 'becomes a part ,of his permsment 
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academic record at the home institutioa 
in the same manner as it performed a\ 
that institution. 

(c) Need. For purposes of paraQraph 
(a) (2) of this section It student shall be 
considered in need if his cos\ of educa
tion at the institution at which he· Is 
enrolled or accepted for enrollment ex
ceeds his expected family contribution as 
determined pursuant to 1 144.12. 

{d) Religious communitie!. For pur
poses of paragraph (a) (2) of this section 
a member of 8 religious community, so
cIety, or order who by direction of his or 
her comm'¥1ity, society or order Is pur
suing a course of studY in an institution 
of higher education or who receives sup
port and maintenance from the commu
nity, society, or order shall be deemed not 
to have flnancial need. 

(e) Selection.. Loans made under this 
part shall be made reasonably available 
to all eligible student applicants except 
that DO loan may be made under this 
part to any student who indicates an un
willingness to repay that loan. In the 
event applications for loans exceed avail
able funds, the order of selection shall 
be made on the basis of need. The insti
tution shall establ1sh procedures for se
lecting among eligible students and such 
procedures shall be (1) set forth in writ
ing, (2) sVallable for public inspection, 
and "(3) maintained' in the files of the in
stitution's omce which selects students 
as loan recipients. 
(20 U.!3.0: 1087dc1) 

(f) AiJfdavtt· of educational purpose. 
No loan may be made under this part 
unless the student to whom it is made 
has flIed with the institution of higher 
education which he intends to attend, 
or Is attending, an amdavit on a form 
approved by the Commissioner stating 
that the money attributable to such loan' 
will be used solely for expenses related 
to a.ttendance or continued attendance 
.. t such institution. The student must 
sign the amdavit in the presence of 8 
notary or other person who is legally 
authorized' to administer oaths or amr
tnatloIJ.,5 and. who does not take part. in 
the recl;'Uiting of stUdents for enrollment 
at I;uch institution. The notary or other 
person must enter his signa.ture and, lIS 
app!1cable, his seal or· stamp pn ;the 
affidavit form.. 
(20 U.S.O. 10stlg) 

(20 U.S.O. 1087dd) 

§ 144.10 Coordination with Bureau of 
Indian Affairs grants-in-aid. 

(a) In determining th~ amount, if any, 
of a loan to be made to a student who !s 
el1gible for such a loan and, in addition, 
is eligible for an educational grant-in
aid under a program administered by the 
Bureau of Indian Affairs <BIA)., the in
stitution shall observe t,p.e following 
practice: . 

(1) A "package" of student assistance 
will be prepared in accordance with 
1144.14 for each such student from re-" 
sources other than BIA grants-in-aid. In 
P1'epartng such & package, the instItut10n 
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shall not take into consideration any BIA . 
grant-in-aid which the student has re~ 
ceived or is expected to receive and such 
IJQCkage shall be con.ststent, as to the 
types and amountl of the respectivt! 
awards included therein, with packageA' 
prepared for students whp are not eligible 
for BL\ grants-in-ald, who have s1m1Iar 
levels of financial. need and who are 
similar with respect to any other general 
characteristics used by the institution in 
preparing such packages. 

nance of a student's dependentl!. (b) In 
the case of a student engaeed in a pro
gram of study by correspondence on13 his 
costs of tuition and fees shall be u-cog
nized ~ a cost of education for the pur
pose of this p/U·t; provided, however, that 
travel and room and board costs incurred 
specifically in fulfillment of a required 
period of residential training may be I(.0n
sidered a cost of educa.tion for sucB: a 
student. (c) If a. student is enrolled in a 
program of study outside the United 
Stl\.tes which has been determined to be 
an elJ.g:lble program pursuant to § 144.9 
(b) , bis cost of education may not exceed 
his cost of education at his home campus. 
(20 U.S.O. l087dd) 

(2) The amount of 8l.\l1 BrA grant-in
aid, whether received by the student prior 
to the preparation of the package de
scribed .in paragraph (a) of this sect10n 
or subsequent thereto, shsll be supple
mentary to the package of aid from other 
resources, and no adjustment shall be § 144.12 Expected family contribution. 
made to such package so long lIS the (a) Dependent student8. In determJn
total of SUllll package and the BIA grant- lng the amount of income and net assets 
in-aid does not exceed the institution's that should reasonably be made available 
determination of the student's need (i.e., by the dependent student, the student's 
the difference between the student's cost spouse, and the student's parents to meet 
of education at the institution and his that student's cost of education, the stu
expected family contribution). dent financial aid omcer· shall take into 

(3) If the total amount of the BIA consideration: 
grant-in--aid, 'when combined with the (1) Any serious illness in the family 
package of other assistance prepared in (family members include the student, 
accordance with paragraph (1\) of this the student's spouse, the student's par
section exceeds the institution's determt- ents, and persons for whom the parents 
nation of the student's need. the amount may claim an exemption under section 
of SUCR excess only shall be deducted 151 of the Internal Revenue Code) ; 
from i4e package of other assistance, (;I) The number of dependent children 
Except M provided fOl: in paragraph of the student's parants; 
(a) '4) of this section, such- deduction (3) The number of such dependent 
shall be done in sequence, .so that such children attending lnstl1;11tlons of higher 
excess Is first deducted frOm any awards, education; and 
or proposed awards, in the form of loans; (4) Such other circumstances as may 
if an excess still remains after all such affect. the ability of the student, the stu
loan awards have been adjusted, deduc- den"s spouse, and the student's parents 
tions shall Ilext be made from any to contribute toward the student's cost 
awards, or proposed awards, in the form of education. 
of work-studY; if an excess still remains (b) Independent students. In deter
after all such work-study awards have mining the amount of Income and net 
been adjusted, deductions shall be made assets that should reasonably be ma.dt! 
from any award. or proposed award, in available by a self-supporting or inde
the form of a grant, other than a grant pendent· student and that student's 
under the BlISic Educational Qpportu- spouse to meet such student's cost of 
nlty Grants Program. education, the student financlal aid om-

(4) If requested by an eligible recipl- car Shall take into consideration: 
ent, the sequence of deductions provided (1) Any serIou.~ illness in the family 
in subparagraph (3) of this paragraph (firunilY members include the student, 
may be altered if such an alteration the student's spouse, and persons -for 
more adequately meets the need. ot that whom the student or spouse may claim 
student. .an exemption under section 151 of the 

(b) In determtnlng the amount of Internal Revenue Code) ; -
financial need of students eligible f01" (2) Tne number of dependent chU-
:aIA grants-in-aid, the institution's stu- dren of \he student: 
dent tlnanclal aId omcer is encoufaged to (3) The number of such dependent 
consult with BlA area. omc1ll.1s who are children attending institutions of higher 
responsible for administering BIA post- educc.tion; and 
secondary financial assistance programs. (4) Such other circumstances as rna-v 
Ilnd are familiar w1th the individual fi- affect the ability of the stud.JUt or the 
nancial circumstances o! such students. student's spouse to contribute toward the 
(20 U~S.O. l087dd) student's cost of edUcation. 

§ 144.11 Cost of cdllcation. (c) Special considerations. Upon the 
request of a student who does not live 

(a) The amount required to enable a with his parents, who visits his parents 
student to pursue his education at an for periods of time no longer than thl)se 
institution of highel' education includes whIch are typical for adults visiting their 
amounts charged for tuition and fees, parents, and who does not receive from 
the amounts charged by thf. institution his parents gifts which exceed In value 
or the expenses reasonably incurred for ·the amounts typically given by parents 
room and board, boolr~. supplies, trans- lIS incidental gIfts to their adult, non
portation, and miscellaneous personal ell.~ dependent offspring, the stUdent fman
penses, and expenses related to mainte- cIa} aid officer shall make a determlna-
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• tion as to whether the relationship be
tween that student and his parents Is ot 
such a nature that It Is unreasonable to 
expect the parents to contribute toward 
bls cost of education, regardless of their 
ability to do so. The student financial aid 
officer shall make the reasons for such 
a determination part of the institutIon's 
written records. In any event, before 
moking such a finding, the student fi

. »anclal aid officer shall make surh efforts 
as he deems appropriate to ascertain 
whether the student's pa.rents are in tact 
willing to contribute toward the student's 
cost of education. 
(20 U.S.C. 1087dd) 

§ 144.13 Approved need analysis sys. 
tems. 

(a) General. In order to comply with 
the requirements of § 144.12 of this part, 
an Institution shall utilize a need I,Ulalysls 
"'Ystem or method of calculation approved 
by the Commissioner for that purpose 
pursuant to this section. 

(b) Dependent stu.aents. (1) The Com
missioner has approved the following sys
tems for the purpose of § 144.12, with 
respect to dependent students: 

(!) The mt'.thod of calculating an ex
pected family contribution used in the 
Basic Educational OPPOrtunity Grants 
Program (45 CFRPart 100); and 

(li) The Income Tax System, if ad
Jvsted to refiect the numller. of the par
entIJ' dependent children,whi) are attend
Ing institutions of higher education. For 
P\lI'P05e8 of this section, the expected 
f.lWJ.ily contribution calculated according 
to the Income Tax System shall be an 
amount equal to the amount of Federal 
lncome tax paid by the parents of a stu
dent, plus 5 percent of such parents' ne.t 
assets in excess of $12,500 if sucb assets 
do not- include farm or business assets 
ii.nd $25,000 if such assets do include farm 
and business assets, except that no more 
than $12.500 may be deducted from non
farm and non-business assets, and any 
amount the stUdent is reasonably able to 
contribute. 

. (2) The Co'inmissloner wID approve 
any other need a.n.alysls system for the 
purpose ot § 144.1~, tor use With ref!Pect 
to dependent students, which Is sub
mitted in accordance with the procedures 
set forth in paragraph (d) 9f tn,1s section 
and which meets the folloWIng criteria: 

(!) The system must produce, as Its 
standard output, expe<lted parents' con
tribution figures for dependent students 
which: (a) increase In reasonably 
smooth increments as the parents' finan
cial strength, measured in real tenIls, ir!,
Cl'eases; and (b) are equal for Iamilles 
of equal measured financial strength; 
aD,d . 

(11) The system must produce expecred 
parents' eontrlbution figures which, tor 
at least 75 percent of a set of sample 
cases developed and made avaDable by 
the COmmissioner, deviate by less than 
$50 from the figures produced for such 
88mple cases by the following calcula
~ons: 

«(I) From the sum of the adjusted gross 
Income and non-taxable inc()me of the 
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parents, there wm be deducted the· (11) The system of need analysis pub
amount of Federal-income taxes and 80- llshed by the American College Testing 
clal Security taxes, an allowanC'e of 8 Program;' .. 
percent of total income for state and (111) The system of need analysis pub
local taxes, and an amount requirfld to llshed by the College Scholarship Berv-
ma.intain the famDy (exclusive of the Ice; . 
student's maintenance during the aca- (Iv) The system of need analysis pub
demlc year) at the Bureau of Labor ilsbed by the Graduate and Professional 
Statistics consumption cost estimates at Student FfnaRclal AI~ Service; and 
a low standard of living; (v) The system of need analysis pub-

(b) To the remainder obtained fu sub- llshed by Financial Analysis Service, Inc., 
paragraph (a) Will be added 12 percent a division of Donley, Richardson" AB
of the net mar!~et or cash value of the soclates. 

,parents' assets remai1)ing after deduc- . (2) The Commissioner will approve 
tlon of related debt and a standard asset any bther need analysis system for the 
reserve of $10,000; and purpose of § 144.12, for use with respect 

te bedul f to independent students, which Is sub-
(c) The following ra Be e 0 ex- mUted in accordance With the procedures 

pected contributions w1l1 then be applied set forth in paragraph (d) of this section 
to the sum obtained in subllara.graph 
(b) : and Which meets the following criteria: 

(1)- The system must produce, as its 
11 the sum 18-

------ . The trJl<'Ctcd contrlhutlon 18-
At ICll6t- But less 

than-

$0 ••• ____ _ 
14,000. __ _ 

~,OOO_ •• _ 

standard output, expected family con~ 
trlbutlon figures for independent stu
dents which: (a) increase in reasonably 
smooth increments as the family finan
cial strength, measured in real terms, 

... 000 22pct 0/ tho QIDlJIlllt over so, increases; and (b) are equal for fa.mllies 
~,!JOO ~~ pct 01 the amOWlt crve.r of equal measured final.':,:..u strength; 
e, 000 'lL~29PCt 01 tho amount over and 
~ te 18.000_ .~. 7, 000 'lL~.OOO~ pct 0/ tho lIDaunt OV. or (11) The system must produee'expec d 
to family contribution figures which- are 

$7,000_ .-- 8,000 'l.~~PCt 0/ tho IIDOunt OV/ll' . comparable to those produced by one of 
18.000. _____ .. ______ $2~~~7 pet 01 tho amount over the. systems specltled in subparagraph 

• (1) of this paragraPh. 
(iii) In developing the sample cases 

for the purposes of this pamgraph, the 
Commissioner shall select only eases in 
which the age of the main wage earner Is 
45 years and in which the elements set 
forth in paragraph (b) (2) (Ii) ot this 
paragraph are generally present. Ac
cordingly, cases will not be selected 
which involve medical and dental ex
penses, ca:walty and theft losses, house
keeping allowances, farm or business 
assets, more than one famlly member. 
attending post-secondary institutions, 
Social Security or Veteran's benefits or 
any unusual flWJ.ily circumstance. 

(i'v) In comparing the output of a sys
tem Bubmltted tor approval under these 
regulations With the figures for the 
standard sample cases, an expected pa.
rental contribution of less than zero shall 
be treated as zero. 

(v) The figures for the set of sample 
cases used for purposes ot this paragraph 
shall be revised annually for inflation by 
adjusting the deductions for familY 
maintenance, the $10;000 standard de-' 
ductlon from assets and th.e rates of con
tribution from income and 2SSets as nec
essary in such a manner that the revised 
standard expected contributions, ex
pressed in constant dollars, remanr con
stant for fam1l1es With equallncome and 
asset positions measured in constant 
dollars. 

(0) Independent 1t1ldents. (1) . The 
CommiBsloner .has approved the follow
ing Bystems for the p\l1'P06e of I 144.12, 
with respect to Independent students: 

(1) Th,e method of calculating an ex
pected family contribution used in the 
Basic Educational Opportunity Grants 
PrQgram (45 CFRPart tOO); 

(d) Application procedures tor BYstem 
approval. Any person or institution seek
ing to have .a v.eed analysis System ap
proved by the Comm1Bsioner pursuant to 
subparagraph (b) (2) of this section shall 
Bubmlt such system to the Commissioner' 
prior to June 30 of each year. Such sub
mission shall consist of sufficient infor
matica to enable the Commissioner to 
determine that the system meets the 
criteria set forth in that subparagraph, 
including the expectect familY contribu
tion figures proguced by the system for 
the sample cases developed and made 
available by the Commissioner. Any per
son or Institution seeking to have a need 
analysis system approved by the Com
missioner pursuant to subparagraph (c) 
'(2) of this seotion shall, prior to June 30 
of any year, submit to the Commissioner 
sufficient information to enable him to 
determine that the system meets _ the 
criteria set forth In tha.t BlJbparagraph. 
On or before September 1- of each year, 
the Commissioner will publish in the 
FEDERAL REGISTER a list of all need anal
ysis Systems or methods of calculation 
which have been approved for use in the 
succeeding academic year. 

ie) Duration 0/ approval. Need analy
sis systems approved pursuant to sub
paragraphs (b) (1) and (c) (1) of this 
section are approved Without a speciflc 
exPiration date. A need analysis system 

-approved pursuant to subparagraph (b) 
(2) of this section, e.nd included on the . 
list published by the Commissioner on or 
before September 1 of one year, may be 
used by an institution (1) in preparing 
Its appllr.a.tlon for funds under this part 
which Is 'to be submitted on or before the 
published clO6lng date - next tollowing 
that 3eptember 1; and (11) in detennin-
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v .... - eye illS - • 44.15 Di"hlU'8emenl ~}f loa_ ing the eligIbll1iY of studlluy for loans any Inn .. term loon mad b th . titu § 1 e 
under thls pW,'t, and in calculating the . tIon other than under the Guaranteed 
amount of such loans, to be used by the student Loan Program. and any expected (a) A loan for an academic year sh1\ll 
students during uJly academic year com- net earningS from employment during be adV1Ulced by the lnstitutron to the 
mencing not earlier than 9 months and periods for ~hich the student· receives student borrower in equal installinenm 
not later than 22 months following that assistance under this part. For purposes in each semester, trimester, or quarter if 
September 1. A need analysis system ap- of this section, "net earnings" means the institution USe! such &.eademie pe
proved pursuant. to sllbpar\!.81'a.ph (c) (2) gross earnings minus required withhold- rlods; otherwise, for those institutions 
of this section shall be approved for an· ing'll and any costs incidental to obtain- not using such academid periods, ad
indefinite period of time, but the Com- ing such earnings. V1Ulces shall be made at leest twice per 
missioner may request periodic confir- (d) Treatment of Guaranteed Loans. academiC' year with one adV'9Jlee being 
mation that the system remains in com- (1) Except as provided in paragraph (d) at the beginning and the other at the 
pl1ance with the criteria set forth in that (2) of this section. loans made under the midpoint of that academic year. 
subparagraph. Guaranteed Student Loan Program shall (b) A loan for a period shorter than 

(!) Ad;ustments. The institu'tion may, not be considered to be !l. s~udent re- . an academic year shall be advanced by 
in an individual case, further adjust the source and may be used to satisfy the the institution to the student borrower 
expected family contribution calculated expected family contribUtion of the bor- in such installments as are deemed a.p
acco:rding to one of the need analysis sys- rower calculated in accordance· with propriate so as to enable the borrower 
terns approved pursuant to this section § 144.13. If the amount of such a i'oan to apply such payments to the costs 
if the. student finailcial aid office!' of the exceeds the borrower's expected family reasonably necessary for his attendance 
institution has reason. to believe that contrlbutlun, only such exr:ess shall be at the institution during the academic 
such expected family contribution does considered a student resource. . period for which the loan WIll! approved; 
not realistically reflect the ability of the (2) Loans for which interest beneflts except that no borrower may receive, 
student and his parenm to contribute are payable under section 428 of Title dur41g a given academic period, a loan 
towarde the student's cost of education. IV-B of the Higher Educa.tion Act (20 in an amount in excess of the amount 
Such adjustments shall be documented U.S.C. 1078) shall be considered a stu"f?f his need for such a loan during that 
in writing. with an accompanying expla- dent resource and may not be used to period, determined pursuant to § 144.14. 
nation. and made a. part of the institu- satisfy a student's expected family con- (c) For purposes of this section a pro-
tion's records with respect to this pan. tribution if (i) the· borrower has an gram of training of at least six months' 
(20 U.S.C. 1087dl1) adjusted fa.mily income of more than duration to prepare students fo!' g"::.!nful 

$15.000, as determined in accordance employment in a recognized occupation 
§ 144.14 Coordination of student finan. with applicable Guaranteed Student shall be considered an academic year. 

cia1 aid programs, loan amount. and . Loan Program Regulations (45 CFR Part (d) Loan payments from a Fund shall 
over-award.· 177), or (ll) the amount of the loan be evidenced in the institution's records 

(a) Coordinating oJllcial. The institu- would cause the total amount of the bor- by cancelled checks or voucheI"S or, i! the 
tion shaU appoint an official who shall rower's loan insured by the Commis- Institution elects any other method of 
have the responsiblllty of coordinating sioner, or by a. State or nonprofit private disbursement by a clear audit trail in-
the program covered- by this part with institution having an agreement with the eluding an acknowledgement of receipt 
the institution's other Federal and non- Commissioner under section 428(b) of from each borrower indicating the 
Federal progrtUIUI of- student financial the Higher Education Act (20 U.S.C. method by which payments to him were .. 
aid. 1078 (b) ), to exceed $2,000 for the aca- made. ., 

(b) Total award. The institution shan demic year. (e) Loan payments from a Fund shall 
not award assistance under this part to (e) Institutional responsibility. The not be. made unlesa the borrower has 
a student in an amount which, when institution's responsibility under para- flIed wlth the institution the affidavit 
combined with all of the resources made graph (b) of this section shall extend required pursuant to § 144.9(f) of this 
available to the student from Federal only to those resources which the insti- p~rt and the institution has complied 
and non-Federal sources, would exceed tution itself makes available to the stu- WIth the Truth in Lending requirements 
the di1ference between the student's cost dent, or about which it knows or has of RegUlation Z <12 eFR 226) . 
of education and his expected famUy reason to know or can reasonably antici- (20 U.s.C. 424. l087cc) 
contribution. as determined in accord- pate at the time that the assistance un
ance with one of the need analysis sys- der this part is disbursed to the student. 
tems or methods of calculation ap- The . amount of net earnings from any 
proved by the Commissioner purs1'.ant to employment provided by the institution 
§ 144.13(0); provided, however, that in for any academic year and/or special 
no event may the total amount of aid session during which the student is re
received from all Federal and non- ceiving assistance under this part shall 
Federal sources exceed the student's cost be deemed to have been known by the 
of education.. instttution at the time of the disburse-

(c) Resource!. For purposes of para- ment of such assistance. 

§ 144.16 Special sessions. 
(a) A student enrolled in an institu

tion of higher education in one or more 
classes during a period of special enroll
ment, such as a special summer· term, 
will be eligible for a National Direct stu
dent Loan if he (l) meets the other 
eliidbility requIrements of this p?rt, 
(ll) is registered as at least a half-Mme 
student at that institution during such 
session. and (iii) is either in attendance 
as a.t least a half-tlme student at thJ.t 
institution during the regular term im
mediately preceding such session or will 
be enrolled or has been accepted for en
rollment as at least a half-tilne student 
during the subsequent regular term l),t 
that institution. 

graph (b) of this section, the term "re- (f) An institution will be deemed to 
sources made available to the student have violated the requirements of this 
from Federal and non-Federal sources" section only if the sum ot all the ra
includes, but is not limited to, the amount sources made available to the student,in
of funds a student is entitled to receive cludin!:i' assistance under this part, ex
under the Basic Educational Opportu- ceeded the student's need by more. than 
nlty Grants Program, regardlesa of $100. However, if the resources made 
whether the student has applied for such available to the stUdent included com
funds. any waiver of tuition and fees, pensatlon for work-study employment 
any scholarship or grant-1rl'!aid including and the student earned additional money (20 U.S.C. l087aa-fJ) 
Supplemental EdUcational Opportunity from other employment, the institution 
Grants and atbllltic scholarships, a.ny wlll be deemed to have violated the re
fellowships or asSistantship, any loan quirements of this section only if the 
made under the Guaranteed· Student sum of the assistance received by the stu
Loan Program (Title IV-B of the IDgher dent exceeded the student's need by 
Education Act) except in cases in which more than $200. 
p"aragraph (d) of this section appl1ea, (20 U.S.C. i087dd) 

§ 144.17 Administrative expenses. 

An Institution shall be entitled for each 
fiscal year during which it makes loans 
from its Fund to a. payment in lieu of 
rel.lilbursement for Its eXil8rises in e.d
ministering its, National Direct Student; 
Loon ~rs.m during such year. Such 
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JlQyment shall be payable from the in
stitution's Pund and .hall be in an 
amount equal to ihree percent of the 
pr1n.ciP8l amount ~ loQIIS made from 
such Fund during the tIscal year, except 
that the aggregate a.n1ount paid to an In
I!tJ.tutwu under this paragraph plus the 
a!tlount paid to such institution in lieu 
of exPenses for admlnlstration under the 
College Work-study and the Supple
mental Educational Opportunity Grant 
Programs shall not exceed $125,000 for 
any tiscal. year. . 
(20 U.S.C. f:!4, 1087cc, 1088b) 

Ii 144.l1 Fiseal proeedurcs and rccOl'ds. 
(n.) Fiscal procedures. (1) The in~titu

tion shall administer the National Direct 
Student Losn Program in such a manner 
as to provide for an adequate system of 
internal control.,. The various adminis
trative procedures shall be divided so as 
to r-rovide fol' a system of checks and 
baI.a.nces under which no person will be 
directly responsible for all aspects of the 
program. The functions of authorizing 
payment and dlsbursiIig funds shall be 
c:llvicled in such a fashion that no office 
has respoosl.bllity for both functions with 
respect to II.llY pe.ri1cular student aided 
under the program. 

Cll Physical 8egTegation of cash. de'
'9QsitorJ.es :kIr Fed.ernl funds which lU'e 
provided to an institution is not required. 
However, institutiODB shall give notice to 
2.l1Y 'bank in which they deposit Federal 
funds of all accounts in that bank in 
wh!ch such funds are deposited. This no
tice can be accomplished in eic.ner of the a ,~ollowing ways: 

., m Include in the name oI the account 
the fact that Federnl funds are deposited 
thereln;or 
• 01) Send a letter to the bank listing 
the aecounts in which Federal f1lD!b; will 
be deposited. A copy of this lette.F must 
IiIe retained in the institution's files. 

(b) Records S7Id reporting. (1) Each 
Institution Ilhall establish 8.IId maintain 
on 1\ current besia streb. ~eneral ledger 
control accounts and related subsidiary 
accounts as are necessary to identify all 
transaction<; involving Federal funds 
&vaila.ble under this part; and to separate 
records of such transactions from all 
other lnstitutionaJ. assets and activities. 
'Such records shall a.fford reiWy identifi
cation of each student's account and the 
status thereof. and sh.a.ll be adequate to 
demonstrate the ellgIbllity of {;Very stu
dent aided under the program, shall in
dicate the amount of need determined 
'for each student and the way that need 
has been met, and shall identify the in
atltut!.on.':I.l Officer who ma.de the de
termination of such need. 

(2) An institution shall submit an an
nual Institutional Fiscal-Operations Re
port and such other reports and informa
tion in such form and at such times a.s 
the Commissioner may'.require In eon
nection with the administration of this 
part and shall eomply with such require
ments as the Commissioner may find 
necessary to insure the correctness of 
1!UCh reports. 

(c) Betent~('As. 0/ records. (1) .Recor~. 
Bach lastltatton IIhall keep Intact and ae-e ' 

.ULES AND IEGULATIONS 
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cessible records relati~ to the receipt 
and expenditure of l'ederal funds, in
cluding all accountina" records and re
lated orlginal and sUPporting documents 
that substantiate costa charged to tht: 
Fund. 

(2) 5 rear J>e7'/od. Except as provided 
in ·I!ubparagraps (3) and (5) of- this 
paragraph, the records I!Pecified In sub
paragraph (1) of this paragraph shall be 
retained 'for five years a.tter the close of 
the fiscal year to which they pertain or 
the date of submission of a report re
quired by the Commissioner under this 
part for such, fiscal year, whichever 
occurs later. 

(3) Loan records. An institution shall 
retain all financial and repayment rec
ords pertalning to any individual loan 
made under this part for not less than 
five years from the date on which the 
entire amount of the loan has been re
paid, cancelled, or assigned In accord
ance with this part. 
, (4:) MicrOfilm copies. Recipients may 
substitute microfilm. copies in lieu of 
Ol'iglnal records in meeting the require
ments of this section. 

(5) Audit quatiom. The records in
volved in any claim or expenditure which 
has been questioned by Federal audit 
shall be further retained until resolution 
of any such audit question; provided., 
however. that recOl'ds need not be re
tained if they relate to a payment with 
respect to which actions by the United 
States to recover for diversion of Fed
eral funds are barred by the statute of 
limitation in 28 U.S.C. :1415 (b). 

(6) Audit and. uami7wtion. ThI! Sec
:r;etarY&nd the Comptroller General' of 
the United states, or any oI their duly 
authorized representatives, shall have 
access, for the purpose 0: audit and ex
amination, ~ \he HCO!'~S specified in 
subps.ragraphS (1) and (3) of this para
graPh and to any other pertinent books, 
documents. PIIoJ)eJ'S, and records of ~ 
recipient. 

(d) Ali 1eatitutioo Ileed tx& maintain 
~arate -l'eWI'Qs for National Defense 
Student loe.D8 118 opposed to National 
Direct stu.dent loe.ns except with respect 
to loan cancellation. 

(e) Auclits-IIOJ&"';Felieral. All of an in
stitutIon's transactions involving the as
sets of its Fund shall be aUdited by the 
institution or at the Institution's direc
tion to determine, at a minimum, the 
filical·integrity of financial transactions 
and reports, and whether such transac
Uom; Itl'e in CODlplia.nce with applicable 
l.ws and regulations. Such audits shall 
be perfQrmed in accordance with the 
Department of Health, Educa.tion,and 
Welfare "Audit Guide" for student finan
cial aid programs. The frequency of such 
andits shall depend on the size and eom
plexity of \he activity of the Fund ex
cept that such audits shall be carried out 
lot least once e..-ery two Ye&rao 

(f) Such audit report8 shan be sub
mitted to the HEW:;.ltudit Agency at the 
l"efional offtce of the Department Df 
He/llth, Education, and Welfare serving 
the region in which the institution 10 l0-
cated. rl'he Audit Agency and the Com
aMssioner shall also, be given access to 
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rec-ards or other documents II.!! may be 
ne~ary to review the results of lIuch 
awuts. 

(g) Promissory notes aD i student loan 
ledgers shall be malntamea in good order 
in a locked fireproof container. Only 
authorized personnel shall have access 
to these documents. 
(20 u.s.C. 424, 101l7cc) 

§ 144.19 Federal interest in .11 OCII t('(l 
funds-tr"w.fcr of Loan Fund. 

(a) F'unds received by an institution 
pursuant to this part, excluding funds 
authorized for admlnlstrative expenses, 
are to be held In trust for the Intended 
student beneficiary. Such funds may be 
used only f-:;r the purposes for which they 
were allocated and may not be pledged or 
hYpOthecated for any other purpose. 

(b) (1) If an institution responsible for 
the maintenance of a Loan Fund estab
lished pursunnt to § 144.8, ~ludlng tbe 
collection of outstanding lolLDB, ceases 
operation or is no longer willing to par
licipate in the program, the Commis
.ioner will take such steps as are ncces· 
aary to protect the Pederal interest in 
\hat Loan Fund and in those outstanding 
loans. Such llteps may include (1) the 
undertaking of & capital distribution of 
the liquid assets of the Fund in accord
ance with § 4:66(c) of the Act, Ui) ~e 
transfer of the outstanding loans of the 
Funds to another institution in the same 
State, or (iii) the transfer of the out
mnding loans to the Ofiice of Education 
if no institution in that state wishes to 
receive such loans. 

Gil The cost of coUectJng the trans
ferred loe.ns described in 3ubparagraph 
(1) of this paragraph shall be deemed to 
equal the institutional share ,of EmCh 
loans. 
. (3) If the loans described in subpara
«raph (1) of this paragraph are trans
ferred to another iDBtitution iD. the same 
state, the transferee inm;ittItion may 
deposit an the funds it collects on such 
roans in its own Loan Fund established 
pursuant to § 14:4.8 and the transferror 
Institution's Bhare of such collections 
shall be deemed the transferee institu
tion's lnstltutional capital contribution. 

(4) If the loans described in Iltlbpara
graph (1) of this paragraph are trans
ferred to the Office of Education, the 
Commissioner may use the iDBtitutional 
aba.re of the funds he collects to pay for 
-the costs of collecting such loans. 

(c) If more than one institution ·in 
that state offers to undertake the collec
tion of the outstanding loans referred to 
in paragraph (b) of this section, the 
Commissioner wlll select the transferee 
institution primarily on the basis of the 
institution's 'demonstrated capability ln 
the area of loan collection and aecond
arlly on the basis of the number of stu
dents of the transferror Institution ex· 
pected to enroll in the transferee instltu· 
tion .. 

(d) If a transfer of a Furid is made 
pmsuant to paragraph (}}) (1) (m of this 
l'Je(ltion, no aU!llt exceptions wm be taken 
against the transferee institution on 
account of actions or om.!sslons of the 
lransterror institution in the~-

. fEDERAL ItEGelEI, VOL. 41, 110. I12a-WrDNESlMY, NOYIMSEI 24, 1976 



51966 

tion of its Flmd prior to such transfer. 
Such a transferred Fund shall be mafn
tained by the transferee institution as Itt 
segregated account until an audit satis
factory to the CommlsSloneJ.' has been 
performed on the oPeratior of the pro
gl'am at the transferror 1nst1tutlon. 
(20 Un.d. 10ll7aa-lf: ~087O(){a) (5» 

§ 144.20. Termination and 8W1pen8ion. 
(a) It ~ Commissioner finds that. 

any of the assurances or representations 
made' b;V an' Institution in connection 
with the adm1n1stratlon and operation of 
the National Direct Student Loan Pro
gram 15 incomplete or inaccurate 1il any 
material respect, or that there hM been 
a failure to comply with any of the pro
vlsions of this part, or that there baa 
been a faUure to carry out any of the 
provisions agreed to by the institution 
purslUUlt to § 144.8, he may, after /pving 
the Institution notice and an opportunlt;v 
for a hearing, Urminate the ail'eement 
entered into JlUl'5uant to § 144.8 or take 
Bl.!ch other actions M may be necessary 
and appropriate to protect the interest of 
the United States. 'nle termination of 
the institution from the program shall 
not af.!~ the obligations previously in
ctllTed by either party under that agree
ment or this p.n.rt; 

(b) Notice of termination. Proceedings 
with respect to the termirlation of the 
program shall be hlitiated by the maUing 
e1 a notice to the institution setting forth 
the basis ot the proposed termination 
and the procedures available to the re
cipient under th1B section. . 

(c) SU3pcmsfo1a of assistance. Subject 
to paragraph (e) of this section, assist
ance may be suspended while a termina
tion proceeding Initiated pursuant to this 
section is pending. 

(d) Nottce of lJuspension. U the Com
missIoner determines that it Is necessary 
to suspend asslstanllG WAne a termina
tion proceeding is pending, notice of the 
SUBPension shall be mailed to the recip
ient (which may be included in the no
tice of termination). 'nle notice :)1 sqs
pension shall: (1) inform the recipient of 
that determination:. (2) advise the rec1pm 
lent of the eUective date of the suspen
sion: and (3) olIer the recipient an op
portunity to show cause why such action 
should not be taken. 

(e) opportunitJl to show cause. It the 
recipient requests an opportunity to show 
cause why a suspension of astlistance 
should not be continued or Imposed, the 
Commissioner will. within 7 days after 
receiving such request, hold an informal 
meeting for that purpose. 
(20 U.S.C. 1087aa-if 

§ IoU.:!! [Reserved) 
Subpart B--Terms of Loans 

§ 144.31 lJmilationJI governing aggre
gate amount of loans. 

The aggregate of the l;a.ns for all years 
:mn.de by institutions of higher educa
tion from Loan Funds established pursu
ant to agreements under this part may 
not exceed: ., 

(1) $10,000 in the case of any graduate 
or profeszlona1 student, including any 

RULES AND REGULATIONS 

lQans from such Funds made to· such 
person before he became a graduate or 
professional student; 
• '(2) $5,000 in the case of a student who 

baa successfullY completed two academic 
years of a program. ot education leading 
to a bachelor's degree, but who has not 
comPleted the work necesSary for such 
a degl'ee, and including any loans from 
such Funds made to that person before 
he became such a student; and 

(3) $2.500.in the case of any student 
who has not completed two academic 
ye~rs of a program of education leading 
to a bachelor's degree. 
(20 U.S.O. i007dd) 

§ 144.32 promisaory note-loan repa7-
ment. 

(a) Evidence of in4ebteclne~s. A loan 
shllll be evidenced by a promissory note 
executed by the student borrower. A 
promissory note acceptable to the Com
missioner Is set forth in Appendix B. Ex
cept tor optional provisions permitted 
under this section, aDY substantive devia
tion from the provisions of this promis
sory note form must be approved by the 
Commissioner prior to the making of any 
loons to 00 evidenced thereby. A copy 
of the executed note shall be sup)JUed to 
the borrower. 

(b) Rate 0/ interest. 'nle note evi
dencing a loan shall provide that the 
loan shall beo.r interest on the unpaid 
balance a.t the rate of three percent per 
annum. except that no mterest shall 
accrue prior to the date of commen~e
ment of repayment as spec1fied in para
graph (c) of this section or during any 
period in Which repayment Is deferred in 
accordance with § 144.34(a). 

(c) Repayment. (1) Except as pro
vided in paragraph (c) (2) and para
graph (e) of this section (minimum re
payments), and in § 144.34 (deferments), 
the note evidencing a loan shall provide 
for repayment of the principal amount, 
together with interest thereon. in equal. 
installments (or, If the borrower so re
quests, in graduated periodic install
ments determined In accordance with 
such schedules as may be approved by 
the Commissioner) J?!!oyable quarterly, 
bimonthly, or monthly, at the option 01, 
the lnatitution, or a period beginning 
nine months after the date on which the 
borrower ceases to carry, at an institu
tion of higher education or at a com
parable institution outside the "United 
states approved for th1a purpose by the 
Commissioner, at least one-half the nor
mal full-time academic work load (half
time work load) , except that such period 
may begin earller 'at the request of the 
borrower, and ending 10 years and nine 
months after the date on which the bor
rower ceases to carry a half-time work 
lood. Selection of a repayment plan shall 
be made prior to the date on which the 
student ceases to be enrolled on at least 
a half-time basis at the lending institu
tion. A copy of the repayment plan. when 
Efltablished, must be attached to the. 
promissory note and a copy shall also be 
supplied to the stuC:.mt borrower. 

(2) It the applicable repayment plan 
results in a final ~yment of not more 

than $2, the institution may increase the e 
next-to-Iast payment of the rePQYmem 
plaq to include that amount. • 

(3) Any loon repayment made by a 
borrower shall first be applied against 
any interest due on the loan with .the re
mainder of that repayment against prin
cipaL 

(d) Accelerated rePll1tmetlt. (1) The 
note evidencing 8 1081' shall provide that 
a borrower may, at hill option and with.
out penaltY'; accelerate repayment of the 
whole or any part of the .loan at allJ' 
time except that any refund attributable 
to a loan made under this part and any 
repayment made by the student during 
the- academic year for-which t\.\e loan 
was made shall be treated as a reduction 
in the Original amount of t.be klan and 
not as a repayment. 

(2) Unless the borrower indicates 
otherwise, any amount paid by the bor
rower which exceeds the amount due for 
that period or any previous period shall 
be considered as a repayment of principal 
rather than an advance payment on any 
subsequent installment. 

(e) Minimum ratel of repayment. (1) 
Defeme Loons. (l) 1! lDonthly repayment 
amounts of principal and interest which 
would otherwise be required pursuant to 
para.mph (c) of this sectJon Qn a Da
fense Loan sreless than $15 a month (or 
the equivalent amount for loans repaid 
on a bl-monthly or quarterlY basls), the 
lnatitution may at !til option and if ill bas 
so provided in the note eviden~ the 
loon, reqUire a student borrower to ma.lie 
such payments of principal and interest , 
at a monthly rate of not more than $16. 
(11) If·e,. borrower has obtained Defoose 
Loans from more than one institution 
and if the monthly repayment amounts 
ot prinCipal and interest r.re leaR than 
the equivalent of $15 per month. and 
only one institution exercises the $15 
minimum monthly repayment option, the 
institution which exercises the option 
shall receive the dilIerence between $15 
and the monthlY repayment rate of 
principal and interest owed to the othe.r 
institution. (11i) If a borrower baa ob
tained Defense Loans from more than 
one institution and If the monthly repay
ment' amounts of principal and interest 
are less than the equivalent of $15 per· 
month and each of the institutions ex· 
erclses the $15 minimum monthly repay· 
ment option, such $15 minimum repn.y
ment shall be divided among such insti
tutions in proportion to the total amount 
of principal advanced by each of t.l:!e 
L'lStltutions. 

(2) Direct Loans. (i) It mont·):>'l:; re
payment amounts of ptinr.ipal 1l11d In
terest which wo\lld otherwise be required 
pursuant to paragrp.ph (c) of this sect!on 
on a Direct Loan are less than. $30 a 
month (or the equivalent amount for 
loans repaid on a bi-monthly or quarter
ly basis), the institution may at Its op
tion and if it has so provided in the note 
eviden<;ing the 11oon, require a student 
borrower to make such payments of 
principal and interest at a monthly rate 
of not more than $30. (11) It a borrower 
has obtained Direct Loans from more 
than one .tnstiru<:ion and if the mont~ e 
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repayment amounts of principal and in
terest are less than the equlva.lent of $30 
per month, and only one institution ex
ercises the $30 minimum monthly repay-
menl; option, the institution which exer~ 
cises the option shali receIve the differ
ence between $30 and the monthly re
payment rate of principal and interest 
owed to the other instItution. (ill) If a 
borrowel' hBll obtained Direct Loans 
from more than one institution and Ii the 
monthly repayment· amoWlts of p'rinci
pal and interest are less than the equiv
alent of $30 per month and each of the 
instItutions exercises the $30 ~inimUn1. 
monthly repayment option, such $30 
minimum repayment shall be divided 
among such Institutions in proportion 
to the total amount of principal ad
vanced by each of the Institutions. 

(f) Penalty charges. An institutIon 
may provide in the note evidencing 0. 
loan for the assessment of a charge for 
the failure of the borrower to pay all or 
allY part. of an installment when due, or 
to file timely and satisfactory evidence 
of an entitlement to deferment benefits 
under § 144.34 or c!UlCellatlon benefits 
:under subpart,D of this part. The amount 
of any such charge may not exceed: 

(1) In the case of s. loan, which is re
pa.yable in monthly Installments, $1 for 
the first month or part thereof by which 
each such installment or evidence is late 
and $2 for mcb weh month or 'part 
thereof ther~ter; or 

(2) In the case of a. loan which is re
payable In bimonthly 01' quartely install
ments $3 and $6 respectively for each 

e such interval O!' part thereof by which 
ea.ch such Installment or evidence is late 
and for each meh bimonthly or quarterly 
period or par!; thereafter. 
The Institution may elect to add the 
amount of alty such charge to the prin
cipal amount of the loan as of the first 
day after the day on which such install
ment or eviden.:::e-.:was due, or to make 
the amount of the charge payable to the 
institution not later than the due date of 
the next installment ~fter receipt by the 
borrower of .notice of the assessment of 
the charge. 

(g) Security and endorsement. The 
note e\1tdendng 0. loan shall provide. that 
the loan shall be made without security 
and without endorsement. except that 
security or endorsement may be required 
!! the borrtlwer is a minor and if under 
applicable state law II. note executed by 
him would not create a binding obliga
tiOn. 
(20 U.S.C. 425 tlnd 1087dl1) 

(h) Assignment at notes. The note evI
dencing 8 loan shall provide tha.t the 
note may no~ be assigned except to the 
United states (or to a party specifically 

RULES AND REGULATfONS 

(I.) Acceleration. The oote evidencing 
8 loan shall pro-vide that in the event 
Clf So faUure by the borrower to make a 
scheduled. repayment of any of, the in
stallments due on ·the note, the entire 
unpaid indebtedness, including interest 
due and accrued thereon and any pen
alty charges assessed pursuant to para
graph (f) of this section shall, at the 
option of the institution, become imme
diately due and payable. 

(j) Costs 01 collection. The note evl
I!'\n·~~ng 0. loan mos, at the option of the 
inljcitutlon, provide that the borrower 
shall be 'liable for all attorneys' fees and 
other costs and charges necessary for the 
collection of any repayment installment 
not paid when due. 
(20 U.S.C. 425 and 10B7dd) 

'§ 144.33 Minimum rate o[ repayment i£ 
the bonrover rect:ind hoth Defense 
and Dired:t..o-. 

(a) The provisions C1l this section shall 
apply to the repayment of loans by 0. 
borrower who bas received both Defense 
and Direct Loans. 

tb) If the sum ot the monthJ:\r repay
ment amounts of principal and interest 
that a borrower would otherwise be re
quired to repay on his Defense and Di
rect Loans pursuant to § 144.32(c) is at 
least $30 (or the equivalent amount for 
loans repaid on a bl-monthly or quar-' 
tel'ly basis), the institution maY not ex
ercise the option provided in either 
promissory note to increase the mini
mum monthly repayment amotmt even 
though the amount to be repaid by the 
borrower on his Defense Loans is less 
than the equivalent of $15 per month or 
the amount to be rep/lid on his Direct 
Loans is less than the equivalent of $30 
per month. 

(c) If the sum of the monthly repay
ment amounts at prinCipal and interest 
that 0. borrower would otherwise be re
Quired to repay on his Defense and Di
rect Loans pursuant to § 1~32(c) is 
less than $30 (or the equivalent amount 
for loans repaid on IS bi-monthly or 
quarterly basis) , the institution may not 
exercise the option provided in either 
promissory note to increase the mini
mum monthly repayment amount of 
principal and interest in such a fashion 
as to require a monthly repayment 
greater than $30 (or the equivalent 
amount for loans paid on a bi-monthly 
or qUarterly basis). 

(d) If (1) the sum of the monthly re
payment amounts of principal and In~ 
.terest that a borrower would otherwise 
be required to repay on his Defense and 
Direct Loans pursuant to § 144.32 (c) is 
less than $30 (or the equivalent amount 
for loans repaid on a bl-monthly or 
qUarterly basis), (2) the amount other
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tha.n $15 (or the equivalent amount for 
loans paid on abl-monthly or quar~rJy 
basis) may be attributed to the Defense 
Loan and that $15 illaY be attributed to 
the Defense Loan only 1! the institution 
exercises Its minimum repa.yment option 
on the Defense Loan. 
(:10 U.S.C. f:J5 and }OB7dd; sectton I37d or 
Pub. L. 92-31B) 

Ii 144.34 DeCetment of r<,pnymcnl. 
(a) The note evidencing a lOan shall 

provide that mstallmentil of principal 
need not be paid and intertlBt shall not 
accrue on the 1oo.n during any period (1) 
in which the borrower is cs.rrying at an 
institution of higher education or at a. 
comparable institution outside the Unit
ed states approved for this purpose by 
the COmmissioner, at least one~hal! the 
normal full-time academic work load as 
determined by the institution; (2) not in 
excess of three years durin&, vmich the 
·borrower 18 a member of t.lJ.e Armed 
Forces or the United States; (3) not 10 
excess of three years during which the 
borrower is In I!erviee I!.S a volunteer un
der the Peace Corps Act; ar (4) not in 
excess of three years dtIring which the 
borrower is a VISTA volunteer tIllder Ti
tle I-Part A of the Domestic Service Act 
tJ! 1973 Pub. L.. 93-113, (formerly Tltle 
vm ot the Economic Opportunity Act of 
1964). An:r such periods shall not be in
cluded in determ1n1ng the 10 yP'\r repay
ment period specified in § 14i.!J2(c). 

(b) Eztraordinary circum:ftl!mces. If a 
student who has borrowed from a Fund 
is unable, due to extraordinary circwn
stance!! /luch as prolonged fiiness or un
employment, to make a payment when 
due in .accordance with his repayment 
pIan. he may apply to the institution to 
whose Fund he Is indebted fa,: revision 
of his schedule of repayment. The Insti
tution may then revise the borrower's 
repayment plan except that 'where the 
Mtlon taken by the Institution would in
volve an extension of the· repayment pe
riod ~~'Ovlded for in § 144.32(c), such ac
tion must first be approved by the Com
missioner. Interest., Dowever, shall con
tinue to accrue. 

(e) (1) If an 'institution elects the 
minimum monthly repayment rate set 
forth in § 144.32 (e) with regard to a bor
rower, and the borrower is unable due to 
extraordInary circumstances such as 
prolonged illness or unemployment. to 
make a payment when due, the institu
tion may, upon application of the bor
:rower, defer the borrower's repayments 
or revise his repayment schedule for a 
period of not more than one year. It, at 
the end of such a period. the borrower is 
still unable to repay his loan at the rate 
of $30 per mqnth, the institution may. 
upon reevalua.tion of the borrower's fi
nancial situation, defer or revise the 
borrower's repayment schedule for an
other period of not more than one year. 

approved by the Commissioner), or to wise required to be repaid on the Defense' 
another institution to which the borrow- -Loan pursuant to § 144.32(c) Is less than 
er transfers which is participating in the $15 per month (or the equivalent amount 
program, or if not so participating, is for loans repaid on a bi-monthly or 
eligible to do s~' and is. approved by the quarterly basis), and (3) the lnst1tutI6n Interest, however, continues to lLCCl'Ue. 
COmmissioner for receipt of the assign- exercises its option for .. mmlmum . (%) The institution may not «rant the 
ment of such notes. monthly repayment as pro~ded in I 144.- _reliet described In subt>&ragraph (1) of 
(20 U$.O.1087co-dd.) 32(e) under one QI' both loons, no more this section if t.he revision Ol" deferment 
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will result in a repayment period longer 
tbBn the one provided in 1144.32 (c). 

(d) Le66· than hal/~time attendancs.. 
For mIens\,! Loana, the institution may 
provide that Installments need not be 
paid during any period ur periods, ag
gregating not in excess of three years, 
during which the borrower 18 enrolled 
and in attendance as less than a half
time student at an institution of higher 
education takJng courses which are 
creditable toward a degree. The 1nst1tu
tiOn may also provide that any such pe
riod will not be 'included in determining 
the 10-year period during whlch the re
JjAyment mUflt be cUlpleted, but Interest 
shall continue to accrue during any such 
period. 
(20 U.S.C. ~21l and l087dd) 

§ 144.35 P08tpoftemenl or loan repay
menta in anticipation or cancellati?llo 

(a) An institution shall-postpone loan 
repayments tor a twelve month period If 
the borrower 

(1) Will be teaching or providing other 
lIervices which would enable him to havo 
a portion of h1B loan cancelled and 

(2) Bas submitted a statement signed 
by a responsible official of the mf11t;ary, 
agency, school or fnstftutlon employing 
the borrower that the borrower wll1 be 
''0 employed. Such a statement should· 
include the borrower'lI job description, 
the period of employment, and the fun
time or part-time nature o! the employ
ment.. 

(b) If a borrower has received both 
Defense loans and Direct loans and he Is 
ellglbl6 for cancellation benefits on only 
one of those loans, onlY the loan repay
ments due on the loan for which can
cellation is available may be postponed. 
C20 U.S.C. 4211 and l087dd-ee) 

§ 144.36-1'reatmenl 01 loan repaymenl8 
where cancellation, loan repaymenl8, 
and minimum monlhl,. repayments 
applY" • 

(a) Minimum monthly' repayment 
rate. Natwlthstl'·nding the provisions of 
II 144.:12 (e) or 144.33 if (1) ~ borrower 
has received Defense Loans or Direct 
Loans or both and the noW!l evidencing 
such loans D'Lclude a m1n1mum monthly 
repayment prOvision, (2) the institution 
JlO6tponell the borrower's loan repay
ments under one or both loans pursuant 
to I 144.35, and (3) the borrower receives 
a. partial cancellation on one or both of 
such loans for that period, the institu
tion may not exercise the minimum 
monthly repaYtllent provision in the note 
01' notea which are subject to partial 
cancellation for the period covered by 
the pootponement. 

(b) If a borrower has received both 
Defense and Direct lAans and is ellgible 
to have only one of those loans cancelled, 
the amount due on the loaft not being 
cancelled shall be ut the rate establlshed 
pursuant to I 144.32 (c) or (e), which
ever 18 appllcable. 
(20 U.s.O. ~~ and l087dd-ee) 

- .- --- ._- ----

RULES AND REGULATIONS 

Subpart c-toan CoIIectkln--Due 
• Diligence 

§ 144.41 GeneraL 
Each institution ·at which a Fund fa 

established shall exercise due diligence 
as described In th1II subpart in the col
lection of the amounts due and l'8yable 
to its FUIid. In the exercise of such re
sponsibility each institution must con
Sistently ut1lize extensive and forceful 
collection practices. In particUlar, an 
institution shall: 

(a) Provide to each borrower, not later 
than the time when he signs his prom1B
sory note, fUll diSclosure of h1B rights 
and obligatiOns thereunder: ~ 

(h) (1) Conduct an exit Intervie.w: 88 
described In § 144.42 with each borrower 
prior to his leaving the institution and 
provide the borrower at that time with a 
copy of his repayment schedule specify .. 
ing the total amount of the loan and the 
dates and amounts of Installments as 
they become due: 

(2) If a borrower leaves the institu
tion without notice, the institution shall 
mall the borrower a copy of 111.:;, note and 
2 copies of hJs repayment schedule and 
shall request the borrower to sign and 
return one of the copies of the repf>ysnel\t 
schedUle. ' 

(0) Maintain a written record of the 
exit hlterview, Including a repayment 
schedule signed by the borrower which 
shall be made ~ part of thj borrower's 
file: 

(d) Maintain contact with the bor
rower after his leaving the Institution 
in order to facilitate bllllng and In order 
to keep him informed on a tlnle}y basis 
of all changes In the program affecting 
his rights and obligations. 
(20 U.s.O. 1087cc) 

§ 144.4Z Contact whh the borrower Prio~ 
10 a-eparmenl period. 

(s) Coordination 0/ f1l3titutionaZ 0/
flces. Each institution shall provide tor 
the exchange of information among all 
a.ppropriate Institutional offices, e.g., the 
registrar, student financial aid, business, 
and alumni offices In order to determine 
(D the approximate time a borrower will 
graduate In order that an exit Interview 
llULy be conducted, or (2) whether a stu
dent has left school without proper notice: 
so tha.t it may mall the borrower required 
information. 

(b) Exit interview. (11 'Each institu
tion shall, if possible, conduct an exit 
interview with each borrower prior to 
the time the borrower leaves the lnstitu
UOH. The exit Interview shall be con
ducted on an Individual basis, except 
that, if individual Interviews are, net 
feasible, the institution may conduct 
group exit Interviews. 

(2) During the exit Interview the In
stitution shall provide the borrower with 
a detailed explanation of his obligations 
and rights. It shall advise the borrower: 
(1) Of the fact that he has received a 
loan wl'Jch must be repaid on a timely 
baslp as called for in hl8. repayment 
schedule, (11) of his responsibility to in-

form the !nst1tution immediately of r.ny • 
change of sddr88ll, <111> of the full 
amount of his loan Including the inter-
est rate, (lv) of the dat.e and amoun~ 
when the first payment becomes due, (v) 
of his responsibllity to contact the in
stitution prior to the due date of any in
stallment if payment cannot be made tor 
any reason, (Vi) of his rights to defer-
ment pursuant to § 144.34, postponement 
pursuant to § 144.35, and/or cancellation 
pursuant to § 144.51 through I 144.56 as 
well as his responsiblllty to sUbmit timely 
certiflcation of such right to the defer-
ment, postponement, and/or cancella-
tion, (vii) of his right to accelerate loan 
repayments without penalty, (viii) of 
any optional features which the institu-
tion has Inserted in Its note including the 
mJnimum monthly repayment provision 
pursuant to § 144.32 (e), total costs of 
conection chargeable to the borrower 
pursuant to § 144.32{j), and penalty 
charges pursuant to § 144.32(f). 

(c) The institution shall contact each 
borrower no less than three tilr.es during 
the borrower's 9 month grace perior 88 
follows: (1) 90 days Into the grace period 
the Institution shall transmit to the bor~ 

'rower In writing the information de
scribed In paragraph (b) (2) of thJs sec~ 
tion and such other information as is 
necessary to. satisfy Truth in Lending 
Act regUlatioIlH; (2) 160 days into the 
grace period the institution shall notify 
the borrower of the date of expiration 
of the borrower's grace period; and (3) 
no less ths.n 30 days preceding the due 
date of the first repayment Installment 
the Institution shall notify the borrower e 
of the date when his first pa.yment be- ' 
comes due and of the amount of princi-
pal and interest due at that time. 

(d) If the institution finds that a bor
rower's address has changed, it shall im~ 
plement the procedures set forth U1. 
§ 144.43(a) (4) in order to secure the bor
rower's correct address. 
(20 U.S.a. 425 find 1087cc) 

§ 144.43 Billing p~ure~. 
(a) Each institution shall establish 

and ·malntaln regular billing and follow
up procedures during the period in which 
an:l\ outstanding balance remains unpaid, 
including: 

(1) The sending of: 
(l) A letter of notice and a statement 

of account to each borrower no later 
than 30 days preceding the date on which 
the first repayment Installment Is due; 

(11) A statement of account to each 
borrower no fewer than 10 days preced
ing the due date of each payment subse
quent to the first payment, unless a 
coupon system Is established; 

(iii) When any payment Is not re
ceived within 15 days of the due date, 
a telephoned or written demand to the 
borrower for payment followed by two 
mor~such demands spaced 30 days apan 
if no response to the initial demand ill 
received; 

(2) The maintenance of a monthly 
list of payments in arrears with respect 
to loans not paid when due: 
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• (3) Other procedures .for effecting 
prompt and regular repayment includ
ing personal or telephonic contact where 
~sible: 

(4) In the case of a borrower whose 
address is no longer known, which may 
be evidenced by return of mail, perform
ance of a thorough search of all reason
ably accessible illfonnation which may 
lead to the borrower's current address, 
including records checks in all appropri
ate institutional offices, checks of the 
telephone directory or infonnation oper
ator ill the city or town of the borrower's 
last known address, long distance phone 
calls to the borrower if a phone number 
has been obtained and the use of the 
Office of Education's skip-tracing serv
ice, which will be provided free of charge 
to the institution. 

(b) Costs incurred by the institution 
in carrying out the activities enumerated 
in paragraph (a) of this section shall be 
considereC\, TOutine administrative ex
penses which may not be charged to the 
Ftmd, except for the costs of long dis
tance phone calls to the borrower de
scribed in paragraphs (a) (3) and (a) (4) 
of this section, which may, in accordance 
with § 144.46, be considered other collec
tion costs chargeable to the Fund. 

~ULES AND R,EGULATIONS 

§§ 144.44(a) and 144.45 and the costs of 
long distance calls incurred in carrying 
out fi 144.43 (a) (3) and (a) (4) anet 
§ 144.44(b) shall be considered other col
lection costs an.1may be charged to the 
Fund, except that any collection costs 
paid by the borrower may not be charged 
to the Fund. For audit purposes, such 
costs must be supported by appropriate 
financial statements (e.g, telephone bills 
and collection agency bills). The state
ment of the collection agency shall indi
cate specific . amounts collected and 
charges retained. 

(b) If an institution elects to perfonn 
its own collections, rather than using a 
collection agency, its actual costs of col
leciton may be considered an other col
lection cost and charged to the Flmd, so 
long as such costs do not ~xceed the costs 
that would have been permitted under 
paragraph (a) of this section if the in
stitution had used a commercial collec
tion agency. 

(c) Reasonable litigation costs in
curreq in carrying out this subpart may 
be charged to the Fund. 
(20 U.S.C. ~24 and 1087cc) 

§ 144.47 Utilization of fiscal agent. 

. (a) If an institution utilizes a billing 
(20 U.S.C. 424 and 1087cc) service, collection agency or any other 
§ 144.44 Skip-traeing aeth·ities. ~type of fiscal agent in carrying out its 

functions under this part, the function 
(a) If an Institution is still unable to of such service or agency must be limited 

locate a borrower, in -spite of its efforts solely to the.perfonnance of ministerial 
pursuant to § 144.43(a) (4), it shall ex;t- acts. The ultimate responsibility of the 
gag~ the services of a commercial ~klP institution to make detenninatlons rela
trscmg. organization .ox: perfonn eqUlva- . tive to the making and collection of loans 
lent skIp tracing actIvIties with its own and decisions relative to cancellation'and 
pe~~~~elhe borrower's address is located deferment of ~oans ca;IlDot be delegated. 
as a result of the activities described in (b) If a bill~ servIce is used to carry 
paragraph (a) of this section, the in- out ~e. functu;ms pursuant to § 144.43, 
stitution shall immediately contact the the billing servIce may not deduct its fee 
borrower for the purpo.se of collecting from the funds it receives from bor-
amounts past due. rowers. 
(20 U.S.C. 424 and 1087cc) 

§ 144..45 Collection procl'duN.'s. 

(a) If on Institution 1;;. still unable to 
obtain payment from a borrower after 
performing all of the activities set forth 
in U 144.43 and 144.44, it shall utilize 
the services of a collection agency or 
perfonn such collection activities with 
its own personnel or shall resort-to liti
gation. 

(20 U.S.C. 424 and 1087cc) 

§ 14-4.48 Uee of commonly owned billing 
service and collection agency prohib-
ited. . 

If in carrying out the activities re-' 
quired under § 144.43 a.n institution-uses 
a commercial billing service, it may not 
utilize a 'collection agency pursuant to 
§ 144.45 which owns or cont.rols, or is 
owned or controlled by, the billing service 
or which is, owned and controlled by a 
corporation, partnership, association or 
individual which also owns or controls 
the billing service. 
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as a bankrupt, it shall deposit such pay-
men~ in ~ts Fund. . 
(20 U.S.C • .:14, 1087cc) 

SubpllrtD-Loan cancellati~n 
§ 144.51 .Specialllefinitions. 

For purposes of this subpart: 
(a) "Academic year or its equivalent" 

means -
(1) With respect to elementary and 

secondary school teachers and teachllrs 
of handicapped children in a public or 
nonprofit elementary or secondary school 
system, a school year or two complete 
and consecutive half years from different 
school years, excluding summer sessions, 
falling generally within II. 12 month 
period; and 

(2) With respect to teachers in in
stitutions of higher education, the equiv
alent of two semesters, two trimesters or 
three quarters generally falling within a 
12 month period. . 

(b) "Elementary school" means a 
school which provides elementary eduoa
tion including education below grade I, 
as detennined under state law, or, if such 
a school is not in any state, as deter
mined by the Commissioner. 

(c) "Ft1l1-time teacher" means a per
son professionally employed on a full
time basis by, and to carry out the cur
riculum of, (1) an elementary school or 
secondary school, or (2) several elemen

. tary or secondary schools within the 
same local school district or local educa
tional agency, or (3) a public or nonprofit 
pri1la.te elementary or secondary school 
system with regard to the teaching of 
handicapped children, or (4) an institu
tion of higher education, or (5) a con
sortium of ·institutions of higher educa
tion. This tenn includes persons engaged 
in classroom Instruction and &lso in
cludt.s pers(Jns otherwise engaged in a 
professional capacity in providing direct 
and personal services to students, which 
services have the objective of furtherinfi 
the educational development of such stu,
dents enrolled in such schooI<s) or 
1nstitutlon (s) . 

This term, with respect to a teacher in 
an institution of higher education, does 
not include persons engaged in teaching 
any program of elementary or secondary 
education unless the program 1s iJpe
cifically design~d to prepare high school 
graduates for a program of postsecond
ary education. 

(d) "Handicapped chi~dren" means 
children who are mentally retarded, hard 

(b) If a collection agency is used it 
must be .bonded in an amount to cover 
those ·partlcular assets of the Ftmd 
which are under the control gf the 
agency at any partipular true. 

(c) Notwithstanding the provisions of 
paragraph (a). of this section, if the 
amount of principal and interest out
standing on a loan is not more than $2, 
the institution may write-off that 
amount and need not take any further 
collection action wit.h regard to that 
loan. 

(20 U.S.C. 108700) of hearing, deaf, speech-impaired, visual-

(20 U .s.C • .:1' and 108700) 

§ 144.46 <kher oolleetion costs--litiga
tion costs. 

(a) Reasonable costs incurred in car
rying out the activities described in 

§ 1•• D': . ly handicappeQ, seriously emotionally 
...... 49 .... nknlptcy of borrower. . disturbed, or otherwise health-IDlPaired 

An institution shall refrain from col- who by reason thereof require special ed
lection activity with respect to a loan in ucation and related services. 
the event the borrower is adjudicated a (e) "Local educational agency" means 
bankrupt and such loan has been dis- a public board of education or other pub
charged. However, no such loan. shall be 1W authority legally constituted within a 
written off unt,il an official notice of the. state for either IIodministrative control or 
~Udic~tlon has been received by the direction of or .to perform a service func-
InstitutIon. Such notification must be ., 
maintained in the .file of tbatbo.rrower tion for, public elementary or secondary 
to support the wrlteotr entry. U the in- schools in a city, county, township, school 
stitution receives any paYment from a district, or ether political subdivision of 
borrower subsequent to his adjudication a State, o~ such combination of school 
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districts or counties as is recognized 
in a state liS an administrative agency 
for its public elementary or secondary 
schools. Such ierm also includes any 
either public institUtiOll or agency having 
admlnistrative control' and direction of 
a public elementary or secondary school. 

(f) "Secondary school" means a school 
which provides secondary education as 
determlned under State law, or if such 
school is not in any state, as determined 
by the Commission<~, except that such 
education does not include any education 
provided beyond grade 12. 

(g) "State educational agency" means 
the state board of education or other 
agency or officer primarily responsible in 
a State for the supervision of public 
elementary and second!~ry schools, or if 
there is no such officer or agency, an offi
cer or agency designated by the Governor 
or by State law. 
(20 U.S.C. 425, l087ei!, 1141) 

§ 144.52 Teacher cancellation-DcCcme 
Loans. 

The follOWing provisions apply to l5e-
fenseLoans: ' 

(a) (1) Except as );lrovl.d'ed for in para
graphs (b) and (c) of this section, a bor
rower is entitled t() have up to 50 percent 
of any'loan plus the interest thereon can
celled for services I,!.S a full-time teachet 
in (1) a public or other nonprofit elemen
tary or secondary school in a state, (ll> 
an institution of higher education or (illY. 
an elementary or secondary school over
seas of the Armed Forces of the United 
states. . 

(2) Loans under tills paragraph will be 
cancelled a.t the rate of 10 percent of the 
total amount of such loans plus the in
terest thereon for each complete aca
demic year or its equivalent of such 
teaching service. 

(b) (1) A borrower is entitled ·to have 
the entire amount of any loan plus the 
interest thereon cancelled fol' services as 
a full-time teacher in a public or other 
nonprofit elementary or Becondary 
school (!) which is in the school district 
of a local educational agency which is 
eligible in that year for assistance pur
suant to Title I of the Elementary and 
Secondary Education Act of 1965, aml 
(Ii) which, for fue purpose of this sub
paragraph I;Uld for that year, has been 
detemllned by the Commissioner after 
consultation with the State educational 
agency of the state in which the school 
;Is loolJ,ted, to be a school in which there 
is a hIgh concentration of students from 
low-Income 'families; however, that de
termination shall not be made with re
SPeCt to more than 25 percent of the 
total of the public and other nonprofit 
elementary and secondary schools in any 
state for any one year unless all of the 
schools so determined are schools in 
which the enrollment of children de
scr1beQin section 103(c) (l)W(A); (B), or 
(C), (formerly section 103 (a) (2) (A), 
(B) , or (C» of Title I of the Elementary 
and Secondary Education Act of 1965, 
tl8!ng a low-income factor of $3,000 ex
ceeda 50 percent of the total enrollment 
of that school FlIr purposes of this para-

RULES AND REGULATIONS 

graph low income .famllles 'are those schools in that state receiving assistance. 
families whose adjusted gross income is under such Title L . . 
not more than $3,000. (2) If more than 50 percent of the 

(2) Loans under tl1is paragraph will schools in IJ, state receive assistance un
be cancelled at the rate of 15 percent of der Title I of' the Elementary and Sec-. 
the total amount of such loons plus- theonda.ry Education Act of 1965 and also 
interest thereon for each oomplete aca- satisfy the conditions specified in .sub
demlc year or its equivalent of teach~ paragraph (1) of this paragraph con
service. .. cerning enrollment of chlldren, the Com-

(3) The Commissioner's determination missioner will list schools for which can
in paragraph (b) (1) of this ~ection cellatlon is permitted under this para
will be based Upon a ranking of such graph from among those eligible schools 
schools submitted by the State educa- based upon a ranking of such schools 
tional agency for the state in which the submitted by the state educaJ.ional 
schools are located. Such schools shall agency for the state in which the schools 
be ranked on the basis of -objective stand- are located. ~ch schools shall be ranked 
ards and methods approved by the Com- on' the basis of objective standards and 
missio.'1er which take into account the methods approved by the Commissioner 
numbers' and percentages of students which take into account the number and 
from low-income families in attendance percentages of students described In sub
in such schOOls. :For each school year fue paragraph (1) of this paragraph in such 
Commissioner will make available to each schools. With respect to each school y~ar. 
Institution of higher education particl- the Comrnissioner will make avaiiable to 
pating in the program a list of schooL~ each institv.tion participating in the pro
whkh have been determined to be those gram a list.of schools for which cancella
with a high concentration Df students tion for teaching' service L~ permitted 
from lOW-income families. under this paragraph. 

(4) Cancellation as described in tl1is (b) A borrower II; eRtitled to have his 
paragraph is only available for teaching entire loan canceUed for service as a. 
service commencing with the 1966-67 full-time teacher of banEl10apped chil
academic year. dren ina public or other nonprofit ele-

(e) (1) A borrower is entitled to have mentary or seconu.ary-sahool-system. 
the entire amount of any loan plus the 
interest thereon cancelled for serrice as , ~c) Borrower/} qua:lf1l:;>h:lg for cancel-
a. full-time teacher of handicapped chil- la~lOn under pf;'ragraphs ~a') and (b) of 
dren In a public or other nonprofit ele- thIS section will have th~ loons can
ment!U'y or secondary school system. cellea at the follOwing Fates: qJ 15 per-
. (2) Loans under this pa~a:graph will cent of t?e total amount of such loans 
be cancelled at the rate of Iii percent o.t plus the mterest thel'e6n for each of the 
the total amount of such loans plus the first and second complete academic ye~rs 
interest thereon for each complete aca:- er ~heir equi~alent of SUch teac~l~_ 
demic year or its equivalent of such servIces, (2) wO pereent of the tota!W' 
wachlng service. ' amount of such loans pl~ ilie .interest 

(3) Cancellation as !fC'Jcribed in this thereon for each.of the third and fourth 
paragraph is only available for teaching complete academic ~ears or their equiv
service commencing with the 1967-68 alent of such teaching service, and (3) 
academic year. 38 percent of tl}e total amount of such 

loans plus the mterest thereon for tlle 
120 U.S.C. 425 (b) (3) fifth complete academic year or its 
§ 144.53 Teacher callcf'llntion. Direct equivalent of such teaching service. 

Lonns. (20 U.S.C. l067ee) 

The following provisions apply to DI
rectLoans: 

(ar (1) A borrower is entitled to have 
fue entire amount of any loan plus the 
interest thereon cancelled for services as 
a full-time teacher in a public or other 
nonprofit elementary or secondary school 
(1) which is in the school district of a 
local educational agency which is eligibile 
In such year for assistance pursuant to 
Title I of the ElementarY and Secondary 
Education Act of 1965 and (i!) which for 
the purpose of this paragraph and for 
that year has been determined by the 
Commissioner after consultation with the 
SUite e&lcatlonal agency of the State in 
which the school Is located, to be a school 
in which the enrollment of children de
scribed in section 103 (c) (1) (A), (B), or 
(C) (formerly section 103 (a) (2) (A), 
(B), or (C)·) of Title I of the Elementary 
and Secondary EdUcation Act of 1965, us
ing a low-income factor of $3,000, exceedS 
30 percent of the total enrollment of that 
school, except that such detemlination 
shall not be made with respect to more 
than 50 percent of th~ total number ot 

§ 144.54 Head St,!rt cancdllltioll. 

(a) A oorrower whose 108.'1 was made 
UDder this part after June 30, 1972 is 
entitled to have the entire amount of 
any such loan plus the interest thereon 
cancelled for services as a full-time staff 
member in a preschool program carried 
out under section 222(a) (1) of the Eco
nomic Opportunity Act of 1964 (Hend 
start) if that program is operated for 
a perlud which is comparable to a full 
school year in the locality; provided, 
however, that the borrower's salary as 
a full-time staff member is not more. 
than the salary of eo comparable em
ployee of the local educational agency 
in the area served by the preschool pro
gram, Loans under this seetlon will be 
cancelled at the rate of 15 percent of 
the total amount of such loans plus the 
interest thert!on for eacti complete school 
year or its equivalent of such service. 

(b) For purposes of paragraph (a) of 
this Sll('tion ·~-time staff member" 
means any person regularly employed 
In a professional capacity on a full-time 

e 
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• basis in carrying out the educational 
component of a Head start program. 

• (~O U.s.C.1087ee) 

§ 144.55 Military.cancellation. 

(a) (1) A borrower is entitlt:d to have 
up to 50 percent of any loan made under 
this part after Aprll 13, 1970 but before 
July I, 1972 plus the interest thereon 
cancelled for services after June 30, 1970 
as a member of the Armed Forces of the 
United states. 

(2) LoaM under this paragraph will 
be cancelled at the rate of 12¥:z percent 
of the total amount of such loans plu£; 
the interest thereon for each year of 
consecutive service as a member or' the 
Armed Forces. . 

(b) (l) A borrower is entitled to have 
up to 50 percent of any loan made under 
this part after June 30, 1972 plus the 
interest thereon cancelled for service as 
a member of the Armed Forces of the 
United states in an area that qualifies 
for special pay under section 310 of Title 
3':' of the United states Code. 

(2) Loans under this paragraph will 
be cancelled at the rate of 12¥:z percent 
of the total amount of such loans plus 
tb,e interest thereon for each year of 
qualifying service. 

(c) Fo:' purposes of this section, a bor
rower's eutitlement to deferment of re
payment pursuant to § 144.34 shall be 
deemed to run concurrently with any pe-' 
riods during which the cancellation en
titlement has been granted. 

(d) For purposes of this section and 
§ 144.34, "Member of the Armed Forces 
of the United states" means an individ
ual who is on full-time active duty in the 

- United states Army, NavY, Air Force, 
Marine Corps, or Coast Guard. 
(20 U.s.C. ~(b) (3),20 U.s.C.1087ee) 

-.§ 144.56 Cancellation fQr death or dis
ability. 

(a) Death. Any loan made under this 
part and the interest thereon shall be 
cancelled upon the death of the borrower. 
A determination as to whether or not 
such cancellation is warranted shall be 
made by j:.he institution to whose fund 
the borrower is indebted on the basis of 
a certificate of death or such other official 
proof as is conclusive under state Jaw. 

(b) Per'lnanent and total disability. 
Any loan made under this part and the 
interest thereon shall be cancelled if the 
borrower becomes permanently and to
tally disabled after receiving his loan. A 
determination as to whether or not a 
borrower is entitled to such cancellation 
shall be made by the institution to whose 
Fund the borrower is indebted on the 
basis of medical'evidence-supplied by the 
borrower or his representative, subject to 
the approval of the Commissioner where 
such entitlement is found. 

(c) For purposes of this section "Per
manent and total disability" means the 
inability to engage in any gainfUl ac
tivity because of a medically determina
ble impairment, which impairment is 
expected to continue for a long and in
definite period of time, or to resUlt in 
death. 
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(d) No" FederaZ reimbursement. No 
Federal reimbursement shall be made to 
an institution for cancellation of loanl; 
under this -section. 

(e?' This section applies retroactively 
to all Defense and Direct Loans whenever 
made. 
(20 U.S.C. 425 and 1087dd and section 130 
(g) (2) or the Education Amendments of 
1976, Pub. L. 94- --.) 

§ 144.57 Res!,onsibilit,. for determina
tion of caneeJlation t'ntitlement. 

The determination as to whether or 
not a borrower is entitled to ·have anY 
portion of his loan cancelled under 
§§ 144.52-144.55 shall be made by the in
stitution to whose' Fund such loan is 
payable upon receipt and approval of an 
application for cancellation from !iuch 
student, to be provided in a form specI
fied hy such institution. -
(20 U.S.C. 425, 1087ce) 

§ 144.58 Cant"clIation pro\'l810n not 
retroacth'e-~No refund. 

(a) No portion of anY loan made under 
this part shaI1 'be cancelled fo):' services 
performed by a. borrower prior to the 
date of execution of his loan note. 

(b) Nothing in th'is subpart shall be 
construed to authorize refuncling of any 
repayment of a loan, except that, where 
an overpaymen~, is made by a borrower 
as a resUlt of an .institutional error, a 
refund will be allowed. 
(20 U.S.C. 425, 1087ee) 

§ 144.59 Reimbnrsement by' the Com
missioner of .amounts eancelled. 

(a) WIth respect to loans made prior 
to JUly 1, 1P72, the Commissioner will 
pay to each institution for each fiscal 
year an amount which bears the same 
ratio to the interest which has been pre- . 
vented from accruing and the portion of 
the prinCipal which has been cancelled 
on stUdent loans pursuant to §§ 144.52 
and 144.55 (a) as the total amoUnt of the 
institution's capita! contributions to its 

·Fund under this part bears to the sum 
of the institution's capital contributions 
and the Federal capital contributions to 
such Fund. 
(20 U.S.C. 428) 

(b) With respect to loaus made after 
June 30, 1972, the Commissioner will pay 
to each institution, for deposit into its 
Fund, for- . lch fiscal year, an amount 
equal to the amount of prinCipal and 
interest thereo..... which nas been can
celled from its student loan Fund for 
such year pursuant to §§ 144.53, 144.54, 
and H4.55(b). 
(20 U.S.C. 108700) 

Subpart E-loans to Institutions for 
Institutional Capital Contributions 

§ 144.61 I!lstitutionalloans. 

(a) The CommISsioner may make a 
loan to an institution with which he has 
an agreement pursuant to § 144.8 for the 
purpose of assisting that institution in 
financing its "institutional capital con
tribution" to its Student Loan Fund if 
he determines that the institution is un-

.51971 

able to secure such fundG from non
Fuderal sDurces upon terms and condi
tions which are reasonable and con
slstRnt with the purposes of this part. 

(b) Loans made to institutions under 
this section shall bear -interest at a 
rate which the Commissioner determines 
to be adequate to cover: 

(1) Th!' ... cost of the fU!1ds to the 
Treasury as determined by the Secretary 
of the Treasury taking into consideration 
the current average yIelds of outstand
ing marketable obligations of the United 
States having maturities comparable to 
the maturities of loaus made by the 
Commissioner under this section; 

(2) The cost of administering thls sec
tion;and 

(3) Probable loss. 
(c) Loans made under this section 

shall mature within such periods as may 
be determined by the Commissioner but 
such period may not exceed fifteen (15) 
years. 
(20 U.S.C. 427) 

§ 144.62 Application. 

(a) AllY institution requesting a loan 
under tbis subpart shall file an applica
tion v,\t:a the Commissioner before the 
closing date for such application estab
lished by the Commissioner. Such appli
cation shall contain. the following in
formation and shall be in such form and 
contain auch other information as the 
Commissioner shall from time to time 
prescribe: 

(1) The amount of institutional capi
tal contribution needed to match the in
stitution's Federal capital contribution 
for the ac,a.demic year; . 

(2) The steps taken by the institution 
to obtain loan funds from non-Federal 
sources including the names of and ad
dressr.s of the lending institutions con
tacted; 

(3) A description of the best terms 
available to the institution from non
Federal sources for borrowing such 
funds, including the interest rate, dura
tion of repayment, and the collateral or 
security required; and 
• (4) If non-Federal sources were not 
contacted, an explanation as. to why non
Federal sources were not contacted. 

(b) The application shall contain the 
name of the official authorized to sub
mit .the application and ~he name of the 
individual or official who will be re
sponsible for carrying out the program. 
Unless otherwise indicated in the appli
cation, the former individual or official 
will be deemed to be the individual or 
official to whom communications shall be 
directed, the individual or ufficlal who 
shall be responsible for the receipt, 
custody, and disbursement of Federal 
funds, and the individual or Official who 
shall have Ultimate responsibility for the 
accounting of such Federal funds. 
.(20 U.S.C. 427) 

§ 144.63 Allocation of Federal' instilu
ti.mal loans. 

(a) If the amount of'funds available 
to maKe institutional loans under thlB 
lIubpart for any fiscal yea.r is less than 
the amount approved for institutions for 
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that year, the Commissioner will allo
cate such availahle funds among all such 
approved requests in the same ratio, BII 
the amount of ear.:h approved reques\ 
bears to ~lJ.e sums of the amounts of all 
such requests .• 

(b) If an institution fails to accept all 
of the fimds that would otherwise be 
lent to it, the Commissioner shall reallo~ 
cate such unaccepted funds to other 
institutions if tlie amount of such flmds 
is sufficient to increase significantly the 
size of the loans to such other instltu~ 
tions. 
(20 U.S.C. 427) 

§' 144.64 Federal institutional loan 
agreemen\B. 

An instl:tutional capital contribution 
loan, sh.a.ll be evidenced by a promissory 
note executed by an oillcial who is duly 
authorized to execute such notes on be~ 
half of the borrowing institution. The 
note shall contain such' prOvisions as 
will ei!ectuate the carrying out of the 
purposes of this subpart. 
(1I0 U.S.C. 4l!7) 

ALLOTMENT 01' Y!1NDS ,TO I'':~..ts FOB FISCAl. 
YBAa 287~ 

Ala~ ___________ .--______ _ 
Alaska __________________ ~ ___ _ 
Arizona. ___ ~ ________________ _ 
Arkans.'w ________________ :. ___ _ 
Cal~ornla ___________ ~ _______ _ 
Colorado ___________ ~ ________ _ 
Connecticut ______ ~ _______ _ 
~Iaware ___________ ~ ________ _ 

DlBt1'lct at COlumbl!l.~~ ___ ~ ____ _ 
Florida __ ----------~----•. --~-Georgie. ____________________ _ 
Haw8J1 ______________________ _ 
Idaho ________________________ , 

nIlnolB __ ~------__________ .. __ _ 
Indiana _____________________ _ 
Iowa ________________________ _ 
~as ______________________ _ 
Kentucky ___________________ _ 
Lou1B1ana. ___________________ _ 
Maine __________________ .• ____ _ 

'Maryland ____________________ _ 
Massachusel~ _______________ _ 
M1chlge.n ____________________ _ 
M1nneso~ ___________________ _ 

Mississippi -------r-----------MIssouri _____________ ~ ______ _ 
Montana ____________________ _ 
Nebraska ____________________ _ 
Nevada' _____________________ _ 
New Hampsb1re ______________ _ 
New Jersey ___________________ _ 
New MeXico __________________ _ 
New york ____________________ _ 
~ CarolU1a-______________ _ 
North Dakota ________________ ~ 
Ohio _______ ~ ________________ ~ 
Oklahoma __ ~ ________________ _ 
Oregon ______________________ _ 
PEmnsylvanla ______ ~ _________ _ 
Rhode Island ________________ _ 
South Carollna _______________ _ 
South Dakota _______________ _ 
Tennessee ___________________ _ 
Texas _______________________ _ 
Utah, ________________________ _ 
Vermont ____________________ _ 
VUiPDla _________________ • ___ _ 
Washington _________________ _ 
West V1rg1nle... _______________ _ 
Wwcons!n ______ ~ ____________ _ 
Wyorn1ng ___________________ _ 

.4.329,888 
143.019 

3.025,951 
2,457,919 

30, S63, 1I91 
4.,168,216 
3,790,53'1 

663,468 
2,167,676 
7,872,683 
4,919,990 
l,137,04G 
1,220,84'1 

14,284,322 
7,496,071 
v,076,628 
4,125,849 
4,117,819 
4,863,504. 
1,175,28'1 
4,453,186 

10,610,27'1 
12,724.387 

6,340,123 
3,292,103 
6,686,4.16 
1,233,084 
2,719,537 

449; 841 
1,228,222 
6,036,568 
1,570,800 

23, 7.55, 497 
6,796,4!H: 
1,339,610 

'13, 598, 996 
4,489,951 
3,944,044 

14,293,878 
1.501,312 
2,631,093 
1,322,457 
5, 33Q. 199 

16,388,640 
2,976,511 

901,213 
4, 92B, 348 
5, Bll, t89 
2,695,336 
7,300,992 

57B,575 
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C&IlAl Zone ___ .. ____ ' __________ •. 
OUI\.Dl. ____________________ , 
Puerto Edco _________________ _ 
V~1n Islands _______________ _ 

.19,503 
50,368 

2,114,959 
18,08:1 

Total __________________ 288,000,000 

APPENDIX B--PaOMISSORT Nan: 

NATIONAL DtREC'l' STUDENT LOUi PJlOOUK 

(Bracketed clame may be includetl at OPtion 
01 i113tttution) 

I, _________ ~..:. ___________________ ..... _____ _ 
proDlis& to pay to ____ ~ ___________ .. _______ • 

hereinafter called the Lending Institution located at ________ .. ___________________ , the 

sum at such amounte BS may from time to 
time be lOdvl1.nced to me and endorsed In 
the Schedule of Advances set forth below 
(together with all attorney's teeEI and other 
coste and charges necessary for the collection 
at any aDlOU):lt not pald when due). 

I further understand Boll" agTe'e tha.t: 

-GENEllAL 

I. All SUDlS advanced pursuant to this note 
are drawn from a fund created under Part E 
of Title IV of the Higher Education Act at 
1965, here:.natter called the Act, and are sub
ject to the Act and the Federal RegulatiOns 
promulgated pursuant to the Act. The terms 
of this note shall be COll&trued In accord
ance with tlie Act and Federal Regulations, 
caples of which shall be kept by the Lending 
Institution. ' 

REP" yJJ:J:NT 

n. (1) lnterest shall a.ccru.e from the be
ginDlng of the repayment period and shall 
be at the rate at 3 per centum on the unpaid 
~llCe except thBot no interest shall a.ccrue 
during any, period described ill paragraph 
m(3). 

(Bracketed claWlI! 3hal~ be included if the 
institutia. ~ paragraph 11(';» 

(2) [ExCept as provided in paragraph n 
(3») Repayment at pr1n.clps,),\ together with 
Interest thereon, shall be made over a period 
beginning 9 monthS after the date on which 
I cease to be '"' least a haU-tl..me student at 
an 1n2!titutlon of higher eduCl\tlon or at .. 
comparable institution outelde the United 
State& approved for this purpose by the 
Unj,ted States Comiillssloner of EduCl\tioIl, 
and ending, uniess paragrapll m (3) appl!es, 
10 years and 9 monthP. after that date. I Illay 
however request that the payment period 
8tart on an earUer date .. I sball repay the 
principal anet Interest over the course at 'the 
repayment ,period In equal monthly, bl
monthly or quarterly Instal1Dlents, as deter
mined by tha Lending Instlt'ltion, except 
'that, if I reques~ SUch payment. shall be 
made in gt'4Iduated installmeute determined 
In acoordancewlth such schedules S3 ms.y 
be approved by the Lending Institution anti 
the CODlDllssloner. In either case, a schedule 
of repayment shall be attached to and n;ade 
part of thlB note. 

(Bracketed pl11'agraph may be included at 
option 01 institution) 

I (3) It the repayment schedule that woula 
otherwLse be estabUshed In ilCcordance with 
paragraph n (2) would provide for pay
ments ot principal and int.:rest at a rate at 
less than $30 per month, I shall repay the 
total amount at this 'loan plus the Interest 
thereon at the rate of $30 per month, which 
shall Include repsyment of principal lind In
'terest. In the event I receive or have received 
National Direct or DefeDE~ Student LoaIlll 
from other lending institUtions, I shall repay 
this note at a monthly rl\te equal to not let!S 
than the amount by which $30 exceeds the 

total monthly mte of prinCipal s.nd interest; 
repaid on the other 101UlS. A sche<,lule of r.!!
payment Shall be attached to and made part 
of this note. TIle Lending Institution may 
permit mo to pl'y less, than the ra,te of $30 
per month tor a pe~lod at not more 'than one 
year where necessary to aVOid hardsh\ip to me 
unle611 SUch an action would extend\ the re
payment period In paragraph 2 ot thw 
article.) 

m. This note Is also subjed to the ~ollow
Ing conditions: 

PREP~ 

(1) I maY'I't my optlo~ and wlthout\pen
alty prepay all or a.ny part o! the prinCipal, 
plus the accrued Interellt thereon, at \ any 
time. 

lll!!FAULT 

(2) If I fall to meet a scheduled rep\ly
ment of any of the lllstal1Dlents due on this 
note, the entire unpaid lildebtedness InC1U~
ing Interest due and accrued thereon, sha , 
at the option of the Lendlng Instltutlo • 
become immediately due and payable. 

DEFERMENT 

(8) Interest sb~I not accrue, 'and Install
ments need not be paid (A) while I am 
enrolled and in attendance as at least a half
time student at an InstItution at higher edu
cation or at a comparable institution outside 
the United sta~~s approved for this pmpose 
by the Commissioner, or (B) tor a Rerlod no~ 
in excess at' 3 years during which r am (I) 
on full-time active dUty as a member of the 
Armed Forces at the Unltect States (Army, 
Navy, Alr Force, MarIM Corps, or Coast 
Guard), (U) In service as a volunteer under 
the Peace Corps Act, or (111) a VISTA volun
teer under Title I-Part A at the DomestiC 
Service Act of 19'73, P.L. 93-113, (formerly 
Title Vlll at the Eco.nom1e Opportunity Act 
o! 1964). 

The LencUng Institution may, upon my' 
a.ppllcatlon, deter or reduce any scheduled 
repaymente ~, In the view at the Lending 
Institution, extraordtnary clrcumsten Ced 

such as prolonged Illness or unemployment, 
prevent me from mak:lni$ auch payments. 
However, interest shall contlnue to accrue. 

CANCELLATION Fall "mACHING 

(4) I am entitled to have the entire amount 
or thlB loan plU$ the Interest thereon can
celled It I undertake servtee (A} as a full
tlDle' teacher In a publlo or other nonprofit 
elementary or secondary school which Is in a 
school district of a local educational sgency 
which IS eligible for assistance pursuant to 
Title I of the Elementary and Secondary 
Education ,\ct of 1965 and which for the 
purposes at this clall¥ haS been deSignated 
by the Commlss!onfir In accordance with the 
provisions at Section 465(a) (2) ot the Higher 
Educa.tion Act as a school with a high en
rollment at students from low-Income !aml~ 
lies, or (B) as a full-time teacher of hl'ndl
capped ch!1dren (inclucling mentally reo 
tarded, hard at hearing, deaf, speech im
paired, visually handicapped, serIously emo
tionally dwturbed, or other health-Impaired 
children who by reason thereof require spe
cial education) In a public or other nonprofit 
elementa1"'Y or sec<lnda.ry school system. 

This loan shall be cimcelled for teaching 
service in accordance With the following 
rates: 15 per centum of the total principal 
amount of the loan plus Interest thereon 
shall be cancelled fot the first and second 
complete acadern1c years of teaching service; 
20 per centum of the total principal amount 
plus Interest thereon for the third and !ou..--th 
complete academic years of such service; and 
30 per centum at the total principal amount 
plus Interest thereon for the f1fth complete 
scadeDl1c year of such service. 

fEDERAL REGISTER, VOL. 41, NO. 2211--WEDNESDAY, NOVEMBER 24, 1976 

• 



HEAD START CANCELLATION 

(5) I am entitled to have the entire am(lunt 
of this loan plus the Interest thereon can
celled l! 1 undertake service as a full-time 
stair member in a preschool program carried 
on under Section 222(a) (1) of the Economic 
opportunity Act of 1964 (Head start) at the 
rate of 15 per centum of the total principal 
amount of the loan plUS Interest thereon for 
each complete school year or Its equivalent 
of such service, If that Head Start program 
Is operated for a period which Is comparable 
\:0 a full school year In the locality, and If 
the salary of such stair m.ember Is not more 
than tbe salary of a comparable employee of 
the local educational agency. 

MILlTAnY CANCELLATION 

(6) If I serve as a member of the Armed 
Forces ot the United StRtes, up to 50 per 
centum of the prlnolpal amount of this loan 
plus the Interest thereon shall be cancelled 
at the rate of 12% per centum of the total 
principal amount of the loan plUII interest 
thereon for each complete year of service In 
an area of hostlllties that quallfles for spe
cial pay under Section 810 of Title 37 of the 
United States Code. 

RULES AND REGULATIONS 

to do so and Is approved bl:. the Commissioner 
forsuch'purpooe) or (Bl to the United States 
If this note has been In default for two years. 
The provisions of this note that relate to 
the Lending Institution shall, where appro
priate, relate to an assignee. 

PRIOn LOANS 

V. I hereby certify that I have listed below 
all of the National Direct Student Loans (or 
National Defense Student Loans) I have ob
tn.lned at other Institutions. If no prior loans 
h!lve been received state "None." 

Ikl/£'(/lIlt> of notiollol flil'ret stllt/Cllt lou liS 
an-d national defenBO Btllt/ent 10a/l8 at 
other lnsHttltions 

1 ••••..••••••• $ 
2 ••••••••••••• t 
3_ •••••••• : ••• $ 
••............ s 

Amount ,Dote InstitUtion 
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VI. Schedule of advances. 

., •••••• _.- $ 
2 ......... $ 
-lI ......... f. 
4_ ••.•••• _ , . 

Amount Dote Signature o( 
I maker 

Signature ____________________ Date _____ • 
19 _____ _ 

Permanent address ____________________ _ 

(Street or Bolt Number, C1ty, State, and. ZIp 
Code) 

Caveat-This note shall be executed with
out security and. 'wlthout endorsement, ex.
capt that If I am a minor and this note would 
not, under the law of the state In which the 
Lending Institution 1s1ocated, create a bind
ing obllgatlon, either security or endorsement 
may be required. The Lending IIllltltutlon 
shall supply a copy of this note to me. 

Signature of endorser __________________ _ 
DlI.te _______________ , 19 ____ _ 

Permanent Address ____________________ _ 
(Street or Box Number, City, State, and Zip 

Code) 

DEATH ANIlDMASILlTY CANCELLATION ,ApP&NDU C.-EHmp1.e j()f' computillg polt{Jlill charues--6 mo. 

(7) If I should die or become permanently 
and totally tt:saoled, the entire amount of 
t.hls loan plus the Interest thereon shall be 
cancelled. 

ItllDRESS CHANGE 

(8) I am l'eSponalble tor Informing ·the 
Lending lnatltutlon.ot any change or changes 
in my address. . 

nNALTY CHARGE 

Jan. 2: Mar. 2 Apr. 2 ·May2 J11I1(, 2 TotllllK,r 
payment 

$11 
D 
7 
5 
3 
1 

(nracketed clause may be inc).uded at option 
oj institution i 

Total,ru] poyments ••. , •••• c ..••.•••.•••••.• : ••••...•••••••.••••..•••..•.••••••.••••••••••••••••• 3(j 

&+3 •••••••••••• 
3+ 3 •••••••••.•• 
3 •••••••••••• 

!l 
r. 
3 

[(9) If I fall to make timely payment of 
all or any part of a schedule.:! Installment, or 
It I n.m eligIble tor deferment or cancellation 
of payment (pursuant to paragraphs III (3), 
(4), (6), or (6», but tall to submit timely 
and satisfactory evidence thereof, I promise 
to pay the charge assessed against me by the 
Lending Institution. No charge may exceed 

.Totlil. All pU)'lllents ••••.•• _ •. , •••••.••••••.•• _ •.•.••••••..••••...•••••• _ ••••..••••••••••.•••.•• , 18 

Quarterly, 

~ r.;t g~::::::::==::::=:= ... : ...... ~.=:==::::::==:::==:==:=: tr 6 :::::=::==:====:::===:== 12 
G 

(l) where the loan Is repayable tn monthly 
inRt~lments, ,1 for the tlrst month or part 1)! 

Totol,lill paymenls •• ~ •••. __ •••••••• _ ••••••• : ••••••.••.•.•.••••••..••••••••.•.••••••• : .••••••••• )8 

a month by which such Installment.J)l evi- 2. Part 1'76 of Title 45 of the Code of 
dence Is lete, and $2 for each month or part Federal R~lat!ons is am~nded to read 
of a month thereafter; or (2) In tr,e case ot... as follows: . 
a loan which Is repayable in bimonthly or Sec 
quarterly installments, $8 and f6. respec- 176:1 
tlvely. for each Installment interval Or part 176.2 
thereof by which such installment or evl- 176.8 
dence Is late. If the Lending Institution elects 176.4 
to add the assessed charge to the outstand- 176.6 
ing principal of the loan, It shall so Inform 176.6 
me prior to the due date of the next install- 176.7 
ment.] 

ASSIGNMENT 

IV. ThIs note may be assigned by the Lend
Ing Institution only (Al- to anothet Instltll
~l\)n upon my tranSfer to thn.t Institution l! 
that institution Is partiCipating In thIJJ pro-. 
gram (or, If not so participating, is eligible 

176.8 
176.9 
i76.10 
176.11 
176.12 
176.19 

Purpose. 
Deflnttlo.ns. •. 
Apportionment and reapportionment. 
Allocation, reallocation, and payment 

of'funds to institutions. 
Institutional applications. 
Funding criteria. 
Application review and approval of 

·request. 
Instltut\()nal agreement. 
Student ellglb1l1ty. 
Dura.tlon of IStUdent ellglbillty. 
Cost of educatlon. 
Expected t&mlly oontrlbutlon. 
Approved need ana.lysls systems. 

Sec. 
176.14 

176.15 

176.1.6 
176.17 
176.18 
176.19 
176.20 
176.21 
176.22 
176.23 
176.24 

{)oord1natlon of student financial &ld 
programs, grant am(,unt, and over
awn.rd. 

Coordination with Eureau of Indian 
Affairs grants-in-ald. 

Amount of grant. 
Payment of grant. 
"8pecl~ sessions. 
I Reserved J 
Malnten.ance of elrort. 
Trs.nsfer of funds. 
Use of funds. 
F1.ecal procedures and records. 
Federal interest In allocated funds. 

176.25 Ter;nlnatlon and suspension. 
Appendix A 

.AUTHoarrY: Sec. 181(b)(1) of Title I of 
Pub. L. 92-318, JI6 St&t. 251-255 (20 U.S.C. 
l070b), unlcB6 otherwise noted. . 
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§ 176.1 Purpose. 
It is the JlUl"POS8 of this part to provide, 

through institutions of hlgher education. 
SUpplemental Educational Opportunity 
Grants (Supplemental Grants) to assisll 
in malting avaUable the benefits of poI!t ... 
BeConc1ary education to quali!y 'st-.l
dents, who for lack of financial means of·, 
their own or oj their familiee, would. be 
unable to obtain such benefits without 
such .. grant.' 
(lM> U.S,C. 1070b) 

§ 176.2 De6niooll8o 

RULES AND REGULATIONS 

which the student Is enrolled has, deter
mined that (1) the student Is eligible, in 
accordance with Its own standar!!B and 
practIces, to continue in attendance at 
the Institution, and (2) the student Sa 
making measurable progl"e88 toward the 
completion of his course of study 

m.a.king to.meet accrecutation standards, 
and the purpose 101" which this deter
mination Is being made, that the institu
tion will meet the accreditation stand
ards of such an agenCY or' association 
within a reasonable time, or- (1v) is an 
inst.itution whose credits are accepted on 
transfer, by oot less than three institu
tions which are 50 accredited, for cred1S, 
on the same basis as if transferred from 
an institution 50 accredited. 

(}) "Half~tfme studept" means a stu~ 
dent who Is ca.rrying II half~tfme ~~ 
demic work-load measured in t~ of' 
(1) the tuitioo lind fees customarily 
charged for half-time study by the in
stitution and (2) the course work or 
other required actiVities as determined, 
by the inStitution in which the student 

For the purposes of thiS part: is enrolled; protJidea, however, That such 
(l!.) "Academic year" met\oIlS a period oourse work and activities amount to the 

of time generaJ.]y of not less than 8 equivalent of a minimum of (l) 6 semes
months in which a full-time student' ter houn or 6 quarte.f hours per aca
woUld normally be expected to complete· demic term for institutions utiliZing 
the equivalent of two semesters, two tri- semester, trimester, or quarter hour 
mesters, three quarters, or 900 clock Systems; (1i) 12 semester hours or 18 
h"urs of iflstruction. quarter hours per academic YeaI'-for in-

The term "institution of higher educll
tion" also fnc1udesany school which 
provides not less than a one-year pro
gram of training to prepare students for 
gainful employment in a recognized oc
cupation and which meets the provisions 
of subParagraphs (1), (2), (4), and (S) 
of this paragraph. FOr purposes ot this 
part a one-year program of training 
means a program of study in ,which a 
student will receive supervised training 
totaling at least 90G clock hours of in
struction. The term "institution of 
higher education" also includes any pro
prietary institution of higher education, 
as defined in § 176.2 (r), which has an 
agreement with the Commissioner con
taining such terms and canditions as the 
Commissioner determines to be neces
sary to insure that the avaUability of as
sistance to students at the school unde;r 
this part has not resulted. and will nGt 
result, in an increase in the tuitiDn, fees; 
or other charges to such students. 

(b) "Act" means Title IV-Part A Sub-- stitutions which measure progress in 
, part 2 ot the Higher Education Act of terms. of credit hours but which do not 

1965, as amended. utilize semester, trlmes".er, or quarter 
(c) "Clock hour" means a per!1Xi of syatems; or (lii) 12 clock hours per week 

time which is the equivalent of (1) a SO to for institutionS which utilize clock hours 
60 minute class, lecture or recttation or to measure progress. All students en
(2) a SO to 60 minute faculty supervised gaged in a progrll.m of study by corre
laboratory, shop t,r!.l.ining, or internship. spOndence which'iS offered as requiring' 

(d) "College Work-study Program" is ~at least 12 hours of preparation a week 
.. federally-suppOrted program of P6rl- shall be' considered half-time students 
time employment authorized by Title IV, for purposes of this part. 
Part C, of the Higher Education Acj; of ,(20 U.s.C. 10~8(c) (2» 
1965. 
(42 U.s.O. 2751-2756) 

(e)' "COntinulnir grant" lI\.e2llS an 
award of a Supplemental Educational 
Opportun1t;y Grant (Supplemental 
Grant) to a student that does not qualify 
as an "1nlt1al grant" as defined in ~ 1'16.2. 

(f) "Dependent student" means any 
student who does not qualify as a "selt
suprortlng or independent student", III 

, defined in 11'16.2. 
(g) "Expected family coptributiOil of 

a dependent student" means the sum of 
the amounts which reasonably may be 
expected from the student and his spouse 
to meet the student's cost of education 
as deooribcd in 11'16.11 and the amount 
which reasonably may be expected to be 
made avallable to him by his parents for 
such purpose. . , 

(h) "Expected familY contribution of 
an independent or selt-supporting stU
dent" means thP. amount which reason!. 
ably may be expected from .. the student 
and hiB spouse to meet the student's 
cost of, education as described In 
§ 1'16.11. -

(l) "Financial need" means the differ
ence between a student's cost of educa
tion and his expected famUy contribu
tion. 

(j) "Full-time student" means a stu
dent who Is carrying any combination 
of courses, research, or speeial studies 
which, according to the standar{1s and 
practices of the Institution in ,which the 
student Is enrolled, is considered full
time study. 
(2<t U.S.C. lOSS (e) (2» 

(k) "Good standing" mean~, with re
gard to a student, t~at the institution in 

(m) "Initial grant". means the first 
Supplemental Educational Opportunity 
Grant (SUpplemental Grant) awarded 
tQ a student. Payment fer, tb,(! 1'\r&t year 
ot a SUpplementul Grant shall not be 
considered to be an init1a.l grant payment 
if the grant was awarded for the eon", 
tinuing education of a student who H) 
had been previously awarded a Supple
mental Grant (whether or not by ali ... 
other institution), and (2) had received 
any . payment '0{. that Supplemental 
Grant. .' - .' 

(20 U.S.C. l087-l(b). lOSS (b) and lUl(a» 

(0) "National Direct Student Loan 
Program" is the student loan program 
authorized by Title IV, Part E of the' 
Higher EducethnAct of 1965. 
(20 u.S.c. (!"f r Ila-Jr» 

(p) "NatiOilill at the United states" 
ID/,lQ,mt (1) ~ citizen of the United,States, 
oJ;: (2) s, person who, though not a citizen 
of the United. States, owes permanent 
al,leglance to the United states. 
(8 U:6.0. 1101 (a.) (22») 

(u) "Instiwtion of higher education" 
means an educational institution in any (q) "Parent" means the mother or 
State which (1) admits as regular stu- father of the student, unless any other 
dents only persons having a certi:ficate ot Person, except the student's spouse, pro
graduation from 1\ school providing sec- vides more than one-half of the student's 
ondary education, _. or the recogniZed support and claims or is eligible to claim 
equivalent of such a. certificate. (2) is Ie- the student as an exemption for Federal 
ga.lly ,authorized wltliin 8uch state to income tax putPQses, in which case such 
tlr<:lv.tde a program ot education beyond person shall be considered a parent. 
secondary education, (3) provides an ed- (r)' "Proprietary Institution of higher 
ucational program for which it awards a . education" means a school (1) which 
bachelor's degree or provides not less provides not ,less than a. six-month pro
than a two-year program which is ac- gl'llJI\ of training to prepare stUdents for 
ceptable for full credit toward such a de- gainful employment in a recognized oc
gre-2, (4) is a public or other nonprofit cupation; (2) which admits as regular 
institutiQn, and (S) (i) Is accredited by a students only persons having a certifi
nationally recognized accrediting agency ,cate of graduation from a school provid
or association, or (ll> in the case of a Ing secondary educa.t1on or the recog
public institution offering postsecondary' niZed equivalent of such a certi1lcate, (3) 
vocational education, is approved by a which is legally authorized by the state 
State approval agency recognized by the in which it is located to provide a pro
Commissioner as a rellable a.uthority as gram of education beyond secondary ed
to the quality of public postsecondary ucation, (4) which is accredited by a ns.- ' 
vocational education in that State, or. tionally recognized 'aco.editing agency 
(ill) Is an institution with respect, to or association approved by the Commis
which the Commissioner has determmed sioner for thiS purpose, .If) which Is not 
that there is satisfactory assurance, con- a public or other nonp.rollt Institution, 
sidering the resources available wthe in- and (6) which has been in existence for 
stitution, the period of time, if any, dur- at least two years. For purposes of this 
ing which it has operated, the effort it Is part a six~month propam. ot training 
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• means a program of study, which does 
not include study by correspondence, in 
which n student will receive supervised 
training totaling at least 600 clook hours 
of instruction, or. in the case of a. pro
gram ofl'ered by correspondence, n. pro
gram of study requiring at least 600 hours 
of preparation. 
(20U.s.0.l0BB(b) (8» 

(5) "Seli~supporting or Independent 
Student" means e. student who: 

(1) Has not and will not be claimed 
as an exemption for Federal income tax 
purpose.~ by any person except his or 
her spouse for the calendar yeares) in 
which aid is received and the calendar 
year prior to the academic year for 
which aid is requested. 

(2) Has not received and will not 
receive financial assistance of more than 
$600 from his or her parent(s) in the 
ca.lendar year ( s) in wbich aid is received 
and thE: calendar year prior to the aca
demic year for 'Which aid is requested, 
and 

(3) Has not lived or will not live for 
more than 2 coruecutlve weeks in the 
home of a parent during the calendar 
year in which aid is ~ved and the 
calendar year prior to the academic year 
for which aid is re!iuested. 
For purposes -of this paragraph, a stu
dent wlll not be considered to have been 
claimed as an exemption by a parent, or 
to !lave received $600 from a parent, or to 
have Uved with a parent if that parent 
has died prior to the student's submis
sion of an applicantion for a grant. 

(t) "state" means, in .addition to the 
several states {If the Union, the District 
of Columbia, the Commonwealth of 
Puerto Rico, Guam. American Samoa, 
the TrUst Territory of the- Pacific Is
lands, and the Virgin Islands. 
(20 U.S.C.1141(b); 20 U.S.O. 1088(8» 

(u) "Undergradua.te course of study" 
means a regularly prescribed curriculum 
for an undergraduate student at an in
stitution of higher education. 

{v) "Undergraduate student" means a 
student who (1) 15 in attendance at an 
Institution of higher education and (2) 
has not earned his first baccalaureate or 
professional degree. A student who has 
not earned his first baccalaureate or pro
fessional degree and who is enrolled in a 
program of study at the postsecondary 
level which is designed to extend for more 
than four academic years shall not be 
considered as an undergraduate student 
in that portion of the program that in~ 
volves study beyOnd the fourth academic 
year unless that program leads to a first 
degree and is designed to extend for s. 
period of five academic years. 
(20 U.S.C. l070b unless otherwise noted) 

§ 176.3 Apportionment -and lI"ellppor
tionnlcnl. 

(a) Initial grant-allllortionment.
(1) From 90 percent or the sums appl'P
prtated for making initial grants for the 
Supplementlil EduCational Opportunity 
Grant progr:am (Supplementsl Grant 
Program) for any fiscal year, the Com-
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mJssio~er will apportion Go ee.cn State § 176.-J A lJocali(Kl, rWlucation And 
an amount which bea.rs 1;.he same ratio to . p",'meotl of lunds f,o iliBtitutiotui. 
such sums as ·the number of persons (a) Allocation of fu~ to imtiw-
enrolled full tJrne and the full-time tiom.-When funds avaUable for distri
equivalent of the number of persons en- bution among the institutions within a 
rolled part time in institutions of higher state for initial grants are not rrutficient 
education in sUch state bears to the to honor all approved requests of insti
total number of such persons enrolled in tutions wU.hin such state, such sums as 
all the States. If the aIIlQunt so appor- are available will be distributed on a pro 
tioned to any State is less than its al- rata basis among all institutional appIi
lotment for initial year Educational Op- cants in the State in tbe same ratio that 
portunity Grant Program grants (20 the total funds available for the state, 
U.S.C. 1061 (b» for fiscal year 1972, ad- including any reapportionments, bears 
ditlonal sums will be apportioned to to the total approved requests for that 
~h such state from the remaining 10 state. Simllarly when funds avallable 
percent of the sums appropriated for ini- for distribution among the institutions 
tial grants to make its apportionment within a state for contliluing grants are 
for such year equal to such allotment for .not sufficient to honor all approved re
fisca.l year 1972. (The table set forth 1\8. quests of institutions within such state, 
appendix A indicates the amounts art' such sums as are available wlll be dis
lotted to each state for such purposes tributed on a pro rata basis among all 
for the fiscal year ending June 3D, 1972.) institutional applicants in the State In 
In the event that the funds available are the same ratio that the total funds avall
tnsufficient to meet that level, the Com- able for the State, including any reap
missioner will instead apportion the re- portlonments, bears to the total approved 
ma.ining 10 percent of the sums appro- requests for that state. 
priated for initial grants so that no state (b) R.eallocation of funds. Funds al
will receive less than a uniform minimum located to an institution fpr initial grants 
percentage -01' its fiscal year 1972 allot- which the institutlpn anticipa.~ will 
ment. . not be tlSed by the end of the period for 

(2) The eoinmissioner will apportion which such funds were made available 
the sums remaining for initial grants, may be reallocated on an equitable basis 
after making the apportionments of to other institutions in that State or, if 
funds specified in paragraph (a) 0,) of -no institution in that state has a need 
this section, to those State(s) which l'e- for such funds, 8Uch funds may be re
ceived the lowest percentage of approved apportioned in accordance with § 176.3 
reques".n for funds for initial grants as tor use in other States. SimUarly funds 
a result of the apportionment under sub- allocated to an institution for continuing 
pa.ragrg.ph (a) (1) of this section, so tha.t grants which the institution anticipates 
no state will receive less than A uni- wlll not be used by the end of the period 
form minimum percentage of its rota! f6r wh1ch such funds were made avall~ 
APProved requests for funds for initial able may be reallocated on an equitable 
grants basis to other institutions in that state 

(b) initial grants-Teapportionment.- or, if no institution in thaI; State has a 
The amount of any state) appOrtion- need for such funds, such fund!; may be 
ment under subsection (a.) which ~_ reapportioned in a.ccordance with f 1 '16.3 

. f{lr use In other states. ' 
oeeds the ~tal amoun.t of approved t'e- (e) Payment of fufUis. Funds will be 
qU~ts for runds for tnitlal ~t.~ ofti:le made a.VI\ilable for both initial and con
instItutions 01' higher educatIon in that tinuing grants for a specific period of 
S'tate ~ be reapportioned among ,the time as determined by tbe Commissioner 
l'emaini.'1.g states m such. a. manner that and may be payable in advance or by 
no State ~ receive less than a uni~ way of reimbursement ()Il th~ basis of 
form minimum lXlrcenta.ge of its ~tal substantiated need and periodic fiscal 
approved request& for funds for initial reports submitted by the Institution. 
grant£;. 

(c) Contin1#ng I7rants-apllortion~ (20 U.S.O. 10'70b-3) 

ment.-The .Oommissioner wlll gppor- § 176.5 Institutional applications. 
tion the sums appropriated for oontinu~ (a) An institution that wishes to par_ 
ing grants for the bupplemental Grant ticipate in the Supplemental Grants 
program among the states in such a U I t 
manner so that each state wlll receive Pr.Dgram aha file an npp ica ion with 
the same percentage of the total of its the Commissioner before the clOSing 
approved requests for funds for continu- da,te .for such Applications established 

annUally by the Commissioner. Such ap-
ing grants. pllcation shall contain the following in-

(d) Continuing urants-reapllortion- formation, except as provided in para~ 
ment.-Any funds ~portioned under graph (c), and shall be in such form and 
paragraph' (c) of this section which are contain such other information as the 
later determined by the Co~loner to Comm1s.s1oner may from time to time 
be in excess of the total amount required prescribe: 
by any state for continUing grants will (1) The institution's requests for 
be reapportioned among the remaining FederaT student \ financial aid funds 
StatesJn such a manner as the Commis- under this part, the College Work~Study 
sioner, pursuant 1;0 publlshed criteria., de- Program, the National DL'"CCt Student 
termines will best achieve tile purpose . Loan PrOgram, &Dei Its antlctpatelf dis-
of the program. bursements under the Bastc Educational 
(liD 'U.s.0. 10'T()b-3) Opportunity Grants Program; 
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(2) The institution's anticipated en- rollment-and of the average cost of edu-. such time as .nay be specified by the 
rollment for the forthcoming academic 'cation and the average expected family Commissioner. The request for review 
year; contribution of its students ellgible under may include additional information rele-

(3) The an\\1cfpated number of en- those programs; vant to the recommenda.tlon. The re-
. rolled studentIJ.. eligible for initial and (0) The reasonablenesa of the antici- gional office will review such a request 
continuing grants: Piloted number of students eligible for and will notify the institution In writing 

(4) The Institution's average cost of initiBI and continuing grants, In view of of its declsion and the reasons therefor. 
education, including a justification of the Institution's antlcipared enrollment; (d) (1) If an institution wishes a re
per student costs in excess ot $175 for (d) The reasonableness of the amount view of the regional office recommenda
books or $450 for personal expennea for of the aVerage- grant anticipated in re- Uon mad!a pursuant to paragraph (c) 
an academic year; JaUon to the average need per student at of this sz-cUon, it mal' rel:r\lest a review 

'(5) An estimate of the average the institution, after taking into ac- . by a national review panel. Such a na
amotmi which rea:;onably may be ex- count other available student financlsl tional review panel shall conslst of in
pected to be maae ava.Ua.ble by the par- aid reeources; - stitutional student financial aid officers 
ents of students at the institution who (e) The extent to which the institution from each of the regions served by the 
are expected to be ellgible for such -has effectlvely- utllized Federal ~clal Office of EdUcation and personnel of the 
grants; _ aid fund! allocated In previoUB years; Office o!J!;ducation. 

(6) The anticlpared average grants.; (f) The nature ot the institution's (2} ,I\. request for national review shall 
(7) The amount of financial asslst- demonstrated commitment to enroll s~u- be submitted in writing by the institution 

ance awarded by the institution from Its"'dents with exceptional financial need; to the re!r1onal office ot the Office of Edu
own scholarship andJtudent aid pro- (g) The adequacy ot the reasons pro- cation serving the area in which the in
graDlS for the most recent academic year vided by the institution pursuant to stitution is located wJ.thln such time as 
tor which information is available; § 178.5(8) (.) and (9) ; and may be specified by the Commissioner. 

(8) The anticipated amount of other (h) The extent to which the Instttu- However, no additional information 
financiBl assistance available to students tlon has effectively administered or made beyond that given to the regional office 
with financiBI need at tIIe Institution, provision tor the effective admlnistra- by the institution pw'suant to paragraph 
such as state. scholarshiD8, Veterana tion of the program, including etJective (c) of this section will be considered. 
Benefits, and off-campus employment; coordination with institutional and other (3) The national review panel will re-

(9) The average unmet need per stu- programs of student financial aid. In view such requests and notify the institu
dent; if the average amount of unmet making this evaluation, cottsideration tion and the Commissioner of its recom
need exceeds $2\){), the explanation tor win be given to the adequacy of the qual.. mendatioD and the reasons therefor, 
this situation: and 11lcat1ons and experience of the person- (e) 'l'he Commissioner will establish an 

(10) The qualifications of the profea- nel designated by the Institution to ad- approved level of funding (approved re-
!sional personnel who will be administer- m1nister the program. . quest) for each applicant lnstitution tak-
ing the Supplemental Grants Program. (20 US 0 1070b-S) iog into consideratIon the recommenda-

(b) The application shall be signed by . '. . tlon of the releva1.\t panel or regionsl 
the officiBl authorized to submit the ap- § i76.7 . AppHcation review and approval office. 
plication and by the Institution'& Direc- olrequest. (20 U.S.O. l070P-3) 
tor of Student Financial Aid, and slla.ll (a) (1) The Commissioner win convene 
contain the name of the individual or panel8 of quaIlfied persons in each of the 
oIDcla! who shall be respOnsible fortbe regions served by regional omccs of the 
receipt, custody, and disbursemt'nt of Office of Education, to review applIca
Federal funds. tions submitted under this part by in-

(c) An Instltutloll may flIe an appli- stltutions situated in those regions. The 
cation emitting the information required review panel shall evaluate each Instj.tu
by subparagraphs (4), (7), (10), and tlon's request for funds in accordance 
(11) of paragraph (a) if (1) It haa re- with the criteria set forth in § 176.6 and 
celved ali allocation under this part for sha.lI recommend an amount which it 
at least the two academic yelm! prio!' deems appropriate. (2) No panelist shall 
to the academic year for which assist- pa.rticipat-e in the consideration of any 
anee Is requested, (U) .it Is requesting appl1cation from h!s own institution or 
not more than 110% of its approved any application from any other institu
request for the previous academic year, tion which he has prepared or assisted In 
and (W) It has flIed an application con- preparing or in which he has any per
taining the information required by sub- BOnal financiBl1nterest. 
paragraphs (a) (4), (7), (10), and (11) (b) Instltutiot:!! which file applicatiOns 
for one of the three preceding academic for funding under this part will bf' notl-
years. 11ed of the amount recommended by the 
(20 U.8.O. l070b-3(b» review panel pursuant to paragraph (a) 
§ 176.6 Funding crileria. 

Institutional appl1cations for funds 
under this part will be reviewed in ac
cordance with the following criteria: 

(a) The reasonableness of the insti
tution's total request for Federal student 
finan.cia! aid funds under ftlla part (1) 
in light of Its requests under the College 
Work-Study Program and the National 
Direct. Stuuent Loan Pro!fl'8m, and (11) 
in relation to the institution's antici
pated enrollment, its average cost of 
education, and the average exPected 
famny contribution of its students eli
gible under thOEe programs; 

(b) The reasonableness of the institu
tion's ptoJections of ita anticipated en-

of this section. If the amount recom
mended Is less than the institution's re
quest, the reasons for such a reduction 
will be forwarded to the Institution. The 
institution shall notify the regional office 
of the omce ot Education serving the 
area in which the institution'. is located 
of any arithmetic or other technical er
rors with regard to the panel recommen
dation. The regional office will adjust the 
recommendation to correct such errors, 

(c) If an institution wishes to request 
a review of the panel's recommendation 
for other than arithmetic and technical 
errors, it shall submit a written request 
for such review to the regional office of 
the Omce of Education serving the area. 
in which the institution is located within 

§ 176.8 Institutional a.,noreement. 

An institution of higher education 
which desires to partiCipate in the' 
Supplemental Grants Program shall 
enter into an agreement with the Com_ 
missioner for that purpose. Such agree
mentshall: 

(a) Provide that funds received by 
the institution under th1s part will be 
used solely for the purposes specified in, 
and in accordance with, the provisiOns 
of this part; 

(b) Provide that, in determining 
whethEl-r a student meet.q the require
ments of exceptional financial need, the 
institution will consider the source of 
such student's income and that of any 
individual or individuals upon whom 
the student relies primarily for support 
and will make an appropriate review of 
the assets of the stUdent and ot wch 
individuals; 

(c) Provide that the Institution, in 
cooperation with other Institutions of 
higher education where appropriate, will 
make. vigorous efforts to identify QuaIl
fiOO yo'ttths of exceptional financial need 
and encourage them to continue their 
education beyond secondary school 
through programs and activities such as 
(1) establishing or strengthening close 
working relationships with secondary 
school prinCipals and guidance and 
counseling personnel, with a view toward 
motivating such students to complete 
secondary school and pursue post
secondary school etiucatlonal opportuni
ties, and (~) making,' to the extent 
feasible, conditional commitments for 
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• student financial aid to qualified sec
ondary school students who, but for such 
grants, would be unable. to obtain the 
benefits of higher education, with spe
cial emphasis on students enrolled in 
grade 11 or lower grades who show evi
dence of academic or creative promise; 

(d) Specify that the institution must 
make Supplemental Grants under this 
part reasonably available (to the extent 
of funds available) to all eligible students 
at the institution; 

(e) Specify that the inst·!tutlon will 
comply with the provisiOnS of § 176.20 
:relating to maintenance of elIort and 
§ 176.22 relating to costs of adminlstra
tlon;and 

(f) Include such ol."1llr provisions as 
may be necessarY in light of special and 
unusual circumstances to protect the 
financial interest of the United states 
and promote the purposes of this part. 
(20 U.S.C. l070b-2) 

AUJ..ES AND REGULATIONS 

tuUon is of the view that it is Imprac
ticable for such J>tudent to obtai.n from 
employment, loans, or grants other than 
a Supplemental Grant o.ll of that portion 
of his cost of education not covered by 
his expected family contribution. How
ever this provision does not waive the 
requirements of paragraphs (a) and (b) 
of § 176.16. 

(3) If the institution determines, pur
'Suant to subparagraph (2) of this pat'a
graph, that a student Is of exceptio).ml 
financial need, the reasons for sur;a a 
determination shall be made a ~!l.rt of 
the institution's written reco?'12;. 

(d) A member of,a religiOUS commu
nity, society, or order who (1) by direc
tion of his or her community, society, or 
order Is pursuing a course of studY in tul 
institution of higher education or (2) re
ceives support and maintenance from the' 
community" 'society. or order shall be 
deemed not to have financial need. 

(e) No grant may be made under this 
§ 176.9 Student eligibility. part unless the student to whom it Is 

(a) A student is cl1g1ble for a grant made has 'filed with the im;titutlon of 
under this part if such student: .higher education which he intends to 

(1) is a national of the United states, attend, or is attending, an affidavit on 
is in the Unlt.ed states for other than a a form approved by the Commissioner 
temporary purpose and intends to be- stating that the money attributable to 
come a permanent resident thereof, or such grant will be used solely for ex
is s. permanent l'eSident of the Trust penses related to attendance or con
'l'erritories of the Pacific Islands; .tinued attendance at such institution. 

(2) has been accepted for enrollment The student must sign the 'affidavlt J.n 
as at least a half-time undergraduate the presence of a notary or other person 
student at an institution of higher educa- who Is legally authorized to administer 
tion or, in the case of an undergraduate oaths or affirmations and who does not 
student already .attending such instit"l1- take part in the recruiting of students 
tion, is in good standing and Is enrolled for enrollment at .such institution. The 
on at least a lilalf-time basis at such in-~ notary or other person must enter his 
stitutlon; Signature and, as applicable, his seal or 

(3) shows evidence of academic or cre- stamp on the affidavit form. 
ative promIse a.lld capability of ms.1n- (20 U.S.C. l070b-2, 1088g) 
taining good .standing in his course of 
study; 

(4) is of exceptional financial need as 
determined in accordance with para
graph (b) of thiS section; and 

(5) would not, but for a Supplemental 
Grant, be financially able to pursue a 
course of studY at such institution. 

(b) A student particlpatmg in a pro-
gram of studY abroad will be considered 

. tv be enrolled in his "home" institution 
if (1) the program of studY abroad Is 
arranged or approved in advance by the 
home institution and (2) the student's 
academic performance during the pro
gram of study abroad becomes a part of 
his permanent academic record at tile 
home institution in the same manner 
as if perfotmed at that institution. 

(c) (1) For purposes of paragraph (a) 
(4) of this section a student shall be 
considered in exceptional financial need 
if his expected family contribution, as 
determined in accordance with one of the 
need analysis systems or methods of cal
culation approved by the Commissioner 
pursuant to § 176.13, does not exceed 50 
percent of his cost of education at the 
institution in which be Is enrolled or ac
cepted for enroJ.lment. 

(2) Notwithstanding the provisions of 
subparagraph (1) of this paragraph, the 
institution may determine that a student 
is of exceptional financial need where the 
student financlal a.1d officer of the instl-

§ 176,10 Duration of student eligibility. 

(a) 'The period duri.lJ.g wlUch a stu
dent may. receive a Supplemental Grant 
shall be the period required for the com
pletion of the undergraduate course of 
study being pursued by the student, ex
cept that such period may not exceed a 
total of four academic years unless (1) 
the student Is pursuing a course of study 
leading to a first degree In a pro~ of 
study which Is designed by the institution 
offering it to extend over five aca.demic 
years, or (2) because of his particular 
circumstances, the student ls detennined 
by the institution to need an additional 
year to complete a course of study nor
mally requiring four academic years, in 
which case such a period may be ex
tended for not more than one additional 
a.cademic year. 

(b) For purposes of paragraph (a) of 
this section, an academic year means the 
period of time necessary for the student 
to complete the equivalent of two semes
ters, two trimesters, three quarters, or 
900 clock hours of instrutction. 
(20 U.s.C.I070b-l) 

§ 176.11 Cost of education. 
(a) The amount required to enable a' 

student t.o ])ursue his education at an in-
8tltutlon of higher education includes 
amounts chlu:ged tor tuition and fees, 
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tdle amounts· charged by the 1nstitutlon 
or th(' expenses reasonably incurred for 
room and board, books, supplies, trans
portation, and miscellaneous personal 
expenses, and expenses related to main
tenance o~ a student's dependents. 

<b) In the case of a student engaged in 
a program of studY by correspondence 
only his co~ of tuition and fees shall be 
recognized as a cost of education for the 
purpose of this part; provided, however, 
That travel and room and board costs 
incurred specifically in fulfl.llment of a 
required period of residential training 
may be considered a cost of education for 
such a student. • 

(c) If a student Is enrolled in a pro
gram of studY outside the United states 
which has been determined to be an 
eligible program pursuant to § 1!l6.9(b) , 
his cost of education may Dot exceed his 
cost of education at his home campus. 
~20 u.s.c. l0'70b) 

§ 176.12 Expected family contribution. 
(a) Dependent students. In determin- . 

ing the amount of income and net assets 
that should reasonably be made avail
able by the dependent student, the stu
dent's spouse, and the student's parents 
to meet that student's cost of education, 
the student financial aid officer shall take 
into consideration: 

(1) Any serious illness in the family 
(family members include the student, 
the student's spouse, the student's par
ents, and persons for whom the parent 
may claim an exemption under, 151 of 
the Internal Revenue Code) ; 

(2) the D,umber of dependent children 
of the student's parents; . 

(3) the number of such dependent 
children attending institutions of higher 
education; 

(4) tuition incurred by such depend
ent children who B.!'e attending ele
mentary and secondary schools; and 

(5) such other circumstances as may 
'affect the abUity of the student, the stu
dent's spouse, and the student's parents 
to contribute toward the student's cost of 
education. 

(b)' independent students. In deter
mining the amount of income and net 
assets that should reasonably be made 
avalls.ble by a lSelf-supporting or inde
pendent student and that student's 
spouse to meet such stm:lent's cost of 
education, the student financial aid 
officer shall t.a.ke Into consideration: 

(1) Any Gerlous illness in the family 
(family members include the student, 
the student's spouse, and persons for 
whom the student or spouse may claim 
an exemption under section 151 of the 
Internal Revenue Code) ; 

(2) The number of dependent children 
of the student: 

(3) The number of such dependent 
children attending institutions of higher 
education; 

(4) TuItion incurred by such depend
ent children who are e.ttending ele
mentary and secondary schools; and 

(lj) . Such ather circumstances as may 
affect the ab1llty of the student or the 
student's spOU6e to contribute toward the 
student's cost of education.' 
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(c) Upon the request ot a student who 
doee not live with his parents, who v1s1ta 
his parents for periods of time no longer 
than those which are typical for adulta 
visiting their piU'ents, and who, does not 
receive from his parents gifts which ex
ceed in value the amounts typically given 
by parents M incidental gifts to their 
adult, nondependent ofIspring, the stu
dent financial aid officer shall make a 
determinl1.tlon as to whether the rela-' 
tionshlp between that student and his 
parents is of such a nature that 1t is 
unreasonable to expect the parents to 
contribute to-ward his cost of educ'~tion, 
regardless of their ability to do so. The 
student flnancial aid officer shall make 
the reasons for such determination part 
of the institution's written records. In 
any event, before making such a finding, 
the· studen& financial aid officer shell' 
make such efIorts as he deems appro
priate to ascertain whether the student's 
parents are in fact wllllng to contribute 
to the student's cost of education. 
(20 u.s.o. 10701)..2) 

§ 176.13 Approved need llI1ulysi& 81"". 
. tems. 

(a) In order to comply with the re
quirements ot § 176.12, lUI. 1natitution 

RULES AND REG~LATIOHS 

(ID The system must produce ex
pected paren!;a' contribution ~ 
which, for at least 75 percent of a set 
of sample, cases developed and made
available by the CODlII1Jss!oner, deviate 
by, less than $50 from the figures pro
duced for sucll sample cases bJ'... the. fol
lowing calculations: 

(a) From the GUm of the adjusted 
gross income and non-taxable income of 
the parentD, there will be deducted tlie 
amount of Federal income taxes and 
Social Security taxes, an allowance of 8 
percent of total income for state and 
local taxes, and an amount required to 
maintain the family (exclusive of the 
student's maintenance during the aca
d!".mic year) at the Bureau of Labor 
Statistics consumpbton cost estimates at 
a low standard 01 living; 

(11) To the remainder obtained in sub
paragraph (a) will be added 1:l percent 
ot the net market or cash value of the 
parents' assets remaining after deduction 
ot related debt and a standard asset re
serve of.l0,OOO: and 

(c) The following rate schedule of ex
pected coptributions will then be appIJed 
to the- sum obtalned in subparagraph 
(b): 

sbeJl utWze a need analysis system or It tbe IJIlIll a--
method of calculation approve(!. by the Tbe expected contrlbutlon 
Commissioner for that purpose pursuant A.t Jes!t- • BJ,ta~ Is-
to this section. 

(b) Dependent studenu. (1) The Com- '0________ ,4,000 
ml.ssioner has a.pproved the folloWing 
systems lor the purpose ot § 176.12(0.), $4,000____ Ii,ooo 
With respect to dependent students: $l!,OOO____ 8,000 

(fi '!be method of calcUlating an ex
pected family contribution used in the 
Basic Educational Opportunity Grants
Program (45 CPR Part 190); and 

'6,OOO~___ !. 000 

·'7,000____ 8, 000 
.$a.ooo ___________ _ 

22 percent of tbe amonnt 
over $0. 

,680+211 percent of tbe 
. amount over $4,000. 
fl.1S0+ 29 pr.rccnt of the 

amount over $ti.OOO. 
$1.420+34 percent of the 

amonnt oyer $6.000. 
$1,760+40 percent of the 

amount 01'er $7,000. 
$2,160+47 l)ercent of the 

amou;,\l over $8,000. 
(11) The Income Tax System, U ad

justed to refiect the number of the par-
ents' dependent children who are attend- (ill) In developing the sample cases 

for the purposes of this paragra.ph, the 
lng lnaUtutior.s of higher educatIon. For Commissioner shall select only cases in 
purposes of th1s section, the expected 
family contribution calculated a~cord- which the age of the main wage earner 

~ is 45 years and in which the elements 
lng to the Income Tax System shall be set forth In subparagraph (2) (11) of. this 
an amount equel to the amount of Fed-
eral income tax paid by the parents of a paragraph are generally present~ Ac-

cordingly" cases w1ll not be selected 
student, pIllS 5 percent of such parents' which involve medical and dental ex-
net assets in excess of $12,500 U such penses, casualty and theft losses, house
assets do not include farm. or business keeping allowances,Jarm or buslness as
assets and $25,000 U such assets do 
Include farm or business assets, ex- sets, more than one family member 
cepi that no' more than $12,500 may be attending postsecondary institutions, 
deducted from non-farm and non-busi- Social Security or Veteran's benefits or 
ness assets, and any amount the student any unusual famlly circumstance. 
.- bl bl to trib t (iv) In comparing the output of a 
..... reasona y a e. con' u e. system submitted for approval under 

(2) The CommlSsioner will approve these reBwations with the figures for 
any other need analysis system for the ' the standard sample cases, an expected 
purpose of § 176.12(a)., for use with re- parental contribution of less than zero 
spect to dependent stude!lts. which is shall be treated as zero 
mbmitted In accordance Wlth the proce- • 
dures set forth in paragraph (d) of this (v) 'J'!le figures for the set of sample 
section and which meets the following cases used for P1U'P06es of this para-
rit ri . graph shall be revised annually for In-

c e a. flation by adjusting the deduct!ons for 
(i) The system must produce, ~. its family maintenance, the $10,000 stand

standard output, expected parents con- aru deduction from assets and the rates 
,tributlon figures for. dependent students of. contributl<)n from income and assets 
which: (a) increase In reasonabl~ llS neceSSF-~. ; .. , such a manner that the 
smooth Increments as the p~rents revised k; .• " .'ard expected contribu
flnancial strength, measured in real tions expre.:..:;_d in constant dolla,'s re
rerms, Increases; and {b) are. equal for maid constant for families with eQual 
fami1Jes of equal measured fine.nclal income and asset positions measured in 
strength; and constant dollars. 

(0) Independent students. \l) The 
Commissioner has approved the follow
ing systems for the purpose of 1176.12 
(b) with respect to independent stu
dents: 

m The method of calculating an ex
pected family contribution used in the 
Basic Educational Opportunlty Grants 
Program (45 CFR Part 190) : 

Cil) The System of need analysis pub
lished by the American College Testing 
Program: 

(iil) The system of need anlllysis 
published by the Coll~ge Scholarship 
Servi,ce; 

(Iv) '!be system of need analysis 
published by the Graduate and Profes
slonul Student Financial Aid Service; 
and-

(v) '!b'e system of need analysis pub-· 
ilshed by Financial Analysis Service, Inc .. 
a division of Donley, ~ichardson & Asso
ciates. 

(2) The Commissioner will approve 
aD9 other need. analysis system for the 
ptlI".POlSe of § 176.12 (b), for use with re
spect to independent students, which 15 
submltted in accordance with the pro
cedures set forth in paragraph (d) of 
this section and which meets the follow
ing criteria: 

(1) The system must produce, as its 
standard output. expected family con
tribution figures for independent stu
dents whicl,; (a) increase in reasonably 
smooth increments as the famlly fInan
cial strength, measured' in real tenruJ, 
increases; and (b) are equal for families 
of equal measured. financial strength; 
and 

(it) The system must produce expected 
family contribution figures which are 
comparable to those produced by one of 
the systems specified in paragraph (c) 
(1) of this section. 

(d) Application procedures lar system 
approval, Any person or institution seek
ing to have a need analysis system ap
proved by the Commissioner pursuant to 

_subparagraph (b) (2) of this section shall 
submit such system to the COmmissioner 
prior to June 30 of each year. Such sub
mission shall consist of suIDcient Infor
mation to enable the Commissioner to 
determine that the system meets the 
criteria set forth in that subparagraph, 
including the expected iamUy contribu
tion figures produced by the system for 
the sample cases developed and made 
available by the COmmissioner. Any per
son or institution seeking to have a need 
analysis system approved by t,he Com
missioner pursuant to para,graph (c) 
(3)' of this section shell, prior to June 30 
of any year, SUbmit to the CommissJoner 
sufficient information to enanle him to 
determine that the system meets tl1e cri
teria set forth in that subparagraph. On 
or before September 1 of each year, t.he 
Commissioner will publish in the FED
ERAL P.EGISl'ER a list of all need analysis 
systelDS or methods of calculation which 
have been approved for use In the suc
ceeding academic year. 

(e) DUration 0/ apprcwal. Need anal
ysis systems approved pursuant to 
paragraphs (b) (1) and (c) (1) of this 
section are approved without a specified 
expiration date. A need analysis system 

FEDERAL ~~GISTER, VOL. 41, ,NO. 22f,-WEDNESDAY. NOVEMBEI 24, 1976 



• approved pursuant to subparagraph (b) 
(2) of this section, and Included on the 
list published by the Commissioner on or 
before September 1 of one year, may be 
u'sed by an institution (1) in preparing 
Its application for funds under tIlls part 
which·is to be submitted on or before 
the published closing date next following 
that September 1; and (11) in determin
ing the eligibility of students for awaros 
under this part, and in calcUlating the 
amount of such awards, to be used by the 
students during any academic ye~ com
mencing not earlier than 9 months and 
not later tha.n 22 months following thnt 
September 1. A need analysis system ap
proved pursuant to paragraph (c) (2) 
of this section shall be approved for an 
indefinite period of time, but the {Jom
missioner may request periodic confirma
tion that t.l1e system remains In compli
ance with the criteria set forth in that 
paragraph. . 

(f) Adjustments. The institution may, 
in an individual case, further adjust the 
expected family contribution calculated 
according to one of the need analysis 
systems approved pursuant to this sec~ 
tion l!the student financial aid officer 
of the institution has reason to believe 

-that such expected family contribution 
does not realistically reflect the ablIlty 
of the student and his parents to con
tribute towards the student's cost of 
/!ducatlon. Such adjustments shall be 
r.locumented in writing, with an accom..:. 
panying explanation, and made a part of 
the institution's records with respect to 
this part. 
(20 U.S.C. 1070b-1 fl.nd 1070b-2) 

§ 176.14 Coordination of student finan
. cial aid programs, grant amount, and 

overaward. 
(a) Coordinating official. The institu

tion shall appoint an official who shall 
have the responsibility of coordinating 
~eprogra.m covered by this part with 
the institution's other Federal and non
Federnl programs of student financial 
aid. . 

(b) Total award. The institution shall 
not award a Supplemer.tal Grant to· a 
student in an amount which, when com
bined with all of the resources made 
available to the stUdent from Federal and 
non-F'ederal sources, would exceed the 
difference between the student's cost of 
education and his exPected family con
tribution, as determlned In accordance 
with one of the need analysis systems 
or methods of calculation approved by 
the Commissioner pUrsuant to ~ 176.13; 
Provided, however, That in no event may 
the total amount of aid received. from 
all Federnl and non-Federal sources ex
ce-ed the student's cost of education. 

(c) Resources. For purposes of para
graph (b) of thlp section, the tenn "re
sources made available to the student 
from Federal and non-Federal sources" 
includes,· but is not limited to, the amount 
of funds a student is entitled to receive 
under the BaBic Educational Opportunity 
Grants Program, regardless of whether 
the student has awlied for such funds, 
any waiver of tuition and fees, any schol
arshlp or grant Including Supplemental 
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EdUcational Opportunity Grants and quirements of this section only l! the 
athletic scholarships, any fellowship sum of the assistance received by the 
or assistantship, any loon made under student exceeded the student's need by 
the Guaranteed Student Loan Program more than $200. 
(Title IV-B of the Higher Education Act (20 U.s.C. 1(706) 
of 1965) except in cases in which para-
graph (c) of this section applies, any § f76.15 Coordination with Bureau of 
long~term loan made by the institution Indian Affairs grants-1p.-aid. 
other thall under the Guaranteed stu- (a) In de~ining the amount, l! any, 
dent Loan Program including any loan of a Supplemental Grant to be awarded 
made under the National Direct Student to a student who is eU~ble for such a 
Loan Program, and any exPected net grant and, in addition, is eligible for an 
earnings from emploS'IIl.ent during pe- educational grant-in-aid under a pro
riods for which the student receives a gram administered by the Bureau of In
grant. For purposes of this section "net dian Affairs (BIA) , the institution shall 
earnings" means gross earnings minus observe the following practice: 
required withholdings and any costs inci- (1) A "package" of student assistance 
dental to obtaining such earnings. will be prepared .in accordance with 

(d) Treatment of Guaranteed Loans. § 176.14 for each such student from re
(l) Except as pro~ded in paragraph sources other than BIA grants-in-aid. In 
(d) (2) of this section, loans made un- preparing such a package, the institution 
der the Guaranteed student Loan Pro- shall not take into consideration any 
gram shall not be .considered a student . BIA grant-in-aid which the student has 
resource and may be used to satisfy the received or is expected to receive and 
expected familY contrlbutionof the bor- 1;Uch package shall be consistent, as to 
rower calculated in accordance with the types and amounts of the respective 
§ 1'76.12. If the amount of such a loan awards Included therein, with packages 
exceeds the borrower'S expected famU~ prepared for students who are not eligi
contrtbutlon, onlY such excess shall be hIe for BIA grants-In-aid, who have 
considered a student resource. similar levels of financial need and who 

(2) Loans for which interest benefits are similar with respect to any other 
are payable under section 428 of Title general characteristics wed by the insti
IV-B of the Higher Education Act of tution.in preparing such packages. 
1965, as amended (20 U.S.C. 1078), shall (2) The amount of any BIA grant-in
be considered a student resource and aid, whether received by the student 
may not be used to satisfy a student's prior to the preparation of the package 
expected family contribution if (i) the described.in paragraph (a) (1) of this 
borrower has an adjusted family income section or subsequent thereto, shall be 
of more than $15,000, as determined in supplementary to t.he package of aid 
accordance with applicable Guaran- trom other resources, and no adjustment 
teed student Loan Program RegUl.ations shall be made to such package so long 
(45 CFR Part 177), or (til the amount of as the total of such package and the BIA 
the loon would cause the total amount grant-in-aid does not exceed the institu
of the borrower's loans insured by the tion's detennination of the student's 
Commissioner, or by a State or nonprofit need (i.e., the difference between the 
private institution hav'ing an agreement student's cost of education a.t the 
with the Commissioner under section institution and his expected family 
428(b) of the Higher Education Act (20 contribution). 
U.S.C. 1078(b»), to exceed $2,OOO!or (3) If the v)tal amount of the BIA 
that academic y(':P,r. grant-in-aid, when combined with the 

(e) Administrative responsibility. The package of other assistance prepared in 
institution's responsibility under para- accordance with paragraph (a) (1) of 
graph (b) of this section shall extend this section exceeds the institution's de
only to those resources which the insti- tennination of the student's need, the 
tution Itself makes available to the stu- amount of such excess only shall be ete
dent, 'or about 'which it knows or has ducted from the package of other assist
reason to know or can reasonably antlc!- ance. Except as provided for in para
?ate at the time that Supplemental . graph (a) (4) of this section, such deduc
Grant funds are disbursed to the student. tion shall be done in sequence, so that 
The amount of net earnings from any such excess is first deducted from any 
employment provided by the institution awards. or proposed awards, in the form 
for ..any academic year and/or special of loans; if an excess stlIl remains after 
session covered by the grant aWard shall all such loan awards have been adjusted. 
be deemed to he.,ve been known by the deductions shall next be made from any 
institution at the time of disbursement awards, or proposed awards, in the fonn 
of such grant. of work-study; if an excess still remains 

(f) An institution will be deemed to after all such work-study awards have 
have violated the requirements of this been adjusted, deductions shall be made 
section only l! the sum of all the ~'6- from any award, or proposed award, In 
sources made avaUable to the stUdent, the fonn of a grant, other than a grant 
including assistance under this part, ex- under the Basic Educational Opportunity 
ceeded the student's need by more than Grants Program. 
$100. However, if the resources made (4) If requested by an eligible recipi
available to the stUdent in::,luded com- ent, the sequence of deductions provided 

.pensation for work-stUdy employment in paragraph (a) (3) of this section 
.and the student earned additional money may be altered l! such an alteration more 
from other employment, the institution M&quately meets the need of that 
will be deemed to have violated the re- studeJ;lt. 
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(b) In determining the amOWlt of 
financial need of students eligible for 
BIA grants-in-aid, the institution's stu
dent financial aJd officer Is encouraged 
to consult wij'.h BrA area officials who are 
responsible' for adm1nisterlng BIA post
secondarj financial assistance progra.ms 
and are familiar with the individual 
financial circumstances of such students. 

(c) Educational grants-in-aid made to 
students a.t an institution under a pro
gram administered by the Bureau of In
dian Affairs shall be considered to be' 
finan()lal aJd made. available through 
such institUtion, for purposes of § 176.16, 
if: 

(1) The institution reviem the appli
cations for such grants; and 

(2) Tl"1e institution selects the recipi
ents for, and determines the amounts of, 
such grants. . 
(20 U.S.C. 1070b-l) 

§ 176.16 Amount of grant. 
(a) The amount of a grant awarded to 

a student for any academic year shall be 
equal to the amount. determined by the 
institution to be needed, by that student 
to enable him to pursue' a course of 
stUdy at the institution for an aca.demic 
year, except that such amount shall not. 
exceed $1,500 or one-hal! the sum of 
the total amount of student financial aid 
made available through the institution 
to such student, whichever is the lesser. 
However, no grant shall be awarded to 
any student for any academic year if the 
amount of such award' for such period 
would be less than $200. 

(b) The amount of a grant awarded to 
a student for any period which is less 
than an academic year in length shall be 
limited by a maximum and a minimum 
which bear the same proportion to $1,500 
and $200, respectively, as the length of 
that period bears to the length of an 
academic year, but in no event may the 
amount 01 the grant e'Xceed one-hal! the 
sum of the total amount of student fi
nancial aJd made available through the 
institution to the student for that period. 

(c) "For purposes of paragraphs (a) 
and (b) of tbls sectIon, payments to 
students under the Basic Educational 
Opportunity Grants Program.. the Col
lege Work-Study Program, the National 
Direct Student Loan Program, and this 
part and any assistance provided to'a 
student under any scholarshIp program 
established by a state or a private insti
tution or organization shall be deemed 
to be student financial aid made avail
able tllrough the Institution. 

(d) No student shall be awarded more 
than $4,000 in ;~e aggregate under this 
part, except that a student whose eligibil
ity Is extended for a fifth year pursuant 
to paragraph (a) of § 176.10 may receive 
an amount which in the aggtl!gate is not 
in excess of $5,000. 

. (e) In order to qualify as financial' aid 
made available to the student through 
the institution for purposes of para
graphs (1\,) and (b) of this section, such 
aJd m.ust he disbursed by the institution 
to the student. prior to the end of the 
academic year for which the student re-

RULES AND REGULATIONS 

celved an award .under this part. B:i:lw
ever, this requirement Is not applicable to 
the,extent that such aJd u; in the form of 
scholarships from outside sources where 
disbursements are not within the control 
of the institution. If such financial ald. 
Is in the form of compensation for work 
performed for the institution or for an 
employer other than the institution un
der an agreement wit,h the institution, 
such compensation must be earned by the 
student prior to the end of such academic 
year and payment therefor must occur Ito 
later than the next regUlar payday fol
lowing the end of the payroll period dur
ing which the work was performed. 
(20 U.S.C. 107Qb-l) 

§ 176.17 . Payment or grnn •. 

(a) A student's award for an academic 
year shall be divided among payment 
periods which correspond to the number 
of semesters. trimesters, or quarters in 
the institution's. academic year. The 
amounts which may be paid during any 
payment period shall be in the same ratio 
to the student's award for the academic 
yea.!: as the length of that payment period 
bears to the length of the academic year 
at that institution. An institution which 
dO@!! not utilize such academic terms shall 
reserve at least half of a student's Sup
plemental Grant for an academic year for 
payment to him after tIle midpoint of 
such aca.demic year. Within each pay
ment period the institution may pay the 
student at. such times and in such install
ments as the institution determines will 
best meet his !teed for such funds. 

(b) Before making the Initial payment 
of a Supplementa.l Grant for any year to 
a student the 'institutlon shall obtain 
from that student a written acceptance 
of the grant and a signed statement in
dicating that the student received notice 
of the amount of his Supplemental 
Grant, of the fa,ct that such amount may 
not exceed 50 percent of the tot&l amount 
of student financial aid made {"vaUable 
to him through the institution, of the 
nature and source of the other student 
financial aid made available to him 
through the institution, and of the fact 
that the payment of the Supplemental 
Grant ls conditional on the recipient's 
maintaining satisfactory progress in the 

. course of study he is pursuing according 
to the regularly prescribed standards and 
practices of the· institution trom which 
he received the grant and on the- recjp"~ 
lent's carrying an aca.demlc workload 
SUfficient to qualify him as at least a 
half-time student during the academic 
year. 

(c) A recipient. of a Supplemental 
Grant under this part shall remain eli
gible to receive payments oniy if he: (1) 
Continues to be in exceptional financial 
need, (2) maintains satisfactory progress 
in the course of study he Is pursuing ac
cording to th~ regularly prescribed stand
ards and practiCes of the institution from 
which he recelv~d the grant, and (3) car
ries an aca.demic worklvad sUfficient to 
qualify him as at least a half-time stu
dent during the academic year. 
(20 U.s.C. 1070b) 

§ 176.18 Sl)ceial sessions. 

(a) A student enrolled in an institu~ 
tion of higher education in one or more 
classes during a period ot special enroll
ment, such as a special summer term, will 
be eligible for a Supplemental Grant if 
he (i) meets the other eligibility require
ments ot this part. (ill is registered as 
at least a half-time student at that in
stitution during such session, and (iii) 
is either in attendance as at least a half
time stUdent at that institution during 
the regular term immediately preceding 
such session or will be enrolled or has 
been accepted for em'olIment as at leMt 
a half-time student during the subse
Quent regular term at that institution. 

(b) A student receiving a grant while 
in attendance during such a special ses
sion will be considered to have expended 
at least one-balf of a semester, trimester, 
or quarter, as the case may be, of grant 
eligiblllty. 
(20 U.S.C. 1070b-l) 

§ 176.19 [Reserved) 
§ 116:20 Mulnienan ... e of elTort. 

(ll} For each fiscal year for which il; 
receives an allocation of funds undel' this 
part, the institution shall continue to ex
pend, in its own sehola.r:ship and student 
ald programs, an amount which is not 
less than the avexage expenditure ~r 
year made for that purDose during the 
three fiscaJ. years preceding (1) the F)f
fective date of any agreement required 
by section 443 of the College Work-Study 
Program (42 U.S.C. 275:n or section 40'1 
of the Educational Opportunity Grants 
Program (20 U.S.C. 1067) which was in 
effect on June 30, 19'13, {2} the fiscal year 
for which the institution receives or re

. ceived its first allocation of funds under 
the College Work-Study Progl'alD, (3) 
the fiscal year for wWch the Institution 
received its fIrst l111ocation of funds un
der the Educational Opportunity Grants 
Program (20 U.S.C. 1061-1067, 1069), 01' 
(4) the fiscal year for which the insti
tution receives or received its first allo
cation of funds under this part if the 
institution did not participate in the 
Educational Opportunity Gra!1ts Pro
gram In the fiscal year immediately pre
ceding that fiscal year, whichever is the 
latest. . 

(b) (1) The Comissioner may waive 
the requirements set forth in paragraph 
(a) of this section for a fiscal year under 
special and unusual circumstances, sllch 
as, where the institution's inability to 
expend the amount required thereunder 
is attributable to (i) a withdrawal of 
funds from outside sources (tor public 
institutions, public appropriations are 
not considered an outside source) , or (li) 
a decline in enrollment where the institu
tion continued to expend In Its own 
scholarship and student aid program on 
a per-enroll ed-student basis an amount 
at least equal to the average amount 'aX
pended per enrolled student during the 
three year base period. 

(2) Where an Institution has failed to 
meet the requirements set torth in pa.ra.~ 
graph (a) of this section for a particular 

FEDElAt REGISTER, VOL 41, NO, 22I-WEDNESDAY, NOVEMIIER 24, 1976 



• 'fl.scal year because it withdrew as a direct 
~ender under the Guaranteed Student 
Loan Program, the Commissioner may 
waive that portion of the failure that Is 

equivalent to the average ainount of loaM 
made by the institution as a direct lender 
under the Guaranteed Student Loan Pro-

.. gram during the 3 year base perIod U (1) 
the institution provides financial as
sIstance to its students in an amount 
equivalent to the amount it Is required 
to maintain pursuant to paragraph (a) 
through its own scholarship and student 
financial aid expenditures and by ar
ranging alternative sources of such as
sistance, and (Ii) the amount of alterna
tive sourr-es that Is included does .not 
exceed t.he amount that the Commis
sioner may waive. 

(3) Where an institution has failed to 
meet the requirements set forth in para-' 
graph (a) of this section for a particular 
fiscal year because Its authOrity to 
participate as a direct lender under the 
Guaranteed Student Loan Program was 
withdrawn by the Commissioner prior to 
July I, 1976, the Commissioner may waive 
that portion of the failure for each such 
fiscal year prior to July 1, 1976 that is 

. equivalent to the average amount of 
loans made by the institution as a direct 
lender under the Guaranteed Student 
Loan Pl'Ogram during the 3 year base 
period. '. 

(4) Where an institution has failed to 
meet the requirements set forth in para
graph (a) of this section because its 
-authority to participate a.> a direct lender 
under· the Gt:arnnteed Student Loan 
Program was withdrawn by the' Com
missioner after June 30, 1976, the Com
missioner may waive for that fisC21 year 
that portion of the fallure that is equiv
ruent to the average amotint of loans 
'i\ade by tlte ins'Utution as a direCt 
lender under the Guaranteed Student 
Loan Program during the 3 year bas.e 
~riod. The Com.m!s.slon may also wai.ve 
that amount for future fis~al years if 
(i) the institution provides financial 
assistance to 1ts students in an amount 
it is required to maintain pursuant to 
paragraph (a) through its own. scholar
ship and student financial aid expendi
turE:S and by arranging alternative 
sources of such assistance, and (.m the 
amount of alternative soUrces that is in
cluded dOCR not exceed the amount that 
the Commis.'1ioner may waive. 

(5) For purPOSes of this paragraph the 
Commissioner will col:Ulider that the in
stitution has arranged alternate sources 
vf assistance for its students U such 
e.ssistance is Pl'ov1ded to the institu
tion's students pursuant to a written 
a::l"reement between the institution and 
the tundmg source. 

(6) For purposes of this section "fiscal 
-year" means a period beginning on July 1 
ana ending on the following June 30. {A 
fiscal year is designated in accordance 
with the calendar year In which the end
I11g date of the fiscal year occurs.) 

(c) In order to obtain a waiver of the 
maintenance of effort requirement set 
forth in paragraph (a) of this section 
for a particular fiscal year, an institu
tion shall subml't to the Commissioner a 
request for such a waiver and a descrip-. 
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tion of the circumstances justifying 
such a waiver. 

(d) An institution's "own scholarilhip 
and student financial aid program" in
cludes any expenditure of 'insti~utlonal 
fund.~ for scholarships, grants, loans. 
tuition and' fee waivers or remissions, 
and employment given to students en
rolled at the institution at both the 
gradUate and undergraduate level, 
whether or not such students are eligible 
to participate in the Supplemental 
Grants or College Work-Study Programs. 
Funds given to the institution from an 
outside source to be used for scholarships 
or other forms of student financial aid, 
but with rp.spect to which the Institution 
has the authority to choose the recipients 
and the amount such recipients will re
ceive, shall be deemed to be institutional 
funds; however, funds received from Fed
eral sources to be used for student fi
nancial aid may not, in any event, be 
considered as pa.rt of an institution's own 
scholarship and. student financial aid 
program for purposes of paragraph (a) 
of this section. . 

(e) (1) An institution may, in accord
ance with its stated practice, consider 
scholarShips and other student financial 
assistance given to students .who are de
pendents of faculty members or other 
employees of the institution as either 
student financial aid or employee bene
fits. 

(2) An institution shall include fel
lowshipS and assistantships as part of 
its program of student financial assist
ance unless it is the stated practice of 
the institution to consider such holders 
of fellowships and assistantships as 
members of the institution's faculty. In 
such a case payments llnder such fellow
ships and assistantships need not be con
sidered financial aid. 

(3) An election of treatment under 
paragraphs (e) (1) and (2) of this sec
tion shall apply to both the base year 
period and current year expenditures. A 
change of treatment will "'be permitted 
only with the express written approval of 
the Commissioner. 
(20 U.s.C. 10880) 

§ 176.21 Transfer of funds. 
(a) An institution may transfer up to 

10 percent of its allocation for a fiscal 
year under the Supplemental Grants 
Program to its allocation of funds for 
tha.t fiscal year under the College Work
Study Program to be used in accorilance 
with the provisiOns of tha.t later pro
gram. Similarly, an institution msy 
transfer up to 10 percent of its allocation 
for a fiscal year under the College Work
Study Program to its allocation of funds 
for that fiscal year under the Supple
mental Grants Program to be used in.ac
cordance with the provisions of this part. 
The transfer of ' funds from the Supple
mental Grants Program may be made 
without regard to whether such funds 
were allocated for initial or continuing 
grants and funds transferred to the Sup
plemental Grants Program may be al
located by the instltuticn between its al
locatlon for initial or continuing grants 
as the institution sees fit. 
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(b) Any amount transferred pursuant 
to paragraph (a) of this section shall 
be reported on the annual Iruitltutional 
Fiscal-Operations Report required by 
1176.23 (b) (2), 
(20 U.S.O. l088e) 

§ 176.22 lJae of funds. 
(a) Fede~l funds allocated to an in

stitution under this part may be used by' 
the institution (1) to make grants ti> eU
gible stucJ4lnts, (2) as payments in Ueu 
of reimbursement for its expenses in ad
ministering the program during the fiscal 
year, and (3) to transfer to the Col
lege Work-Study Program pursuant to 
§ 176.21. 

(b) An institution of higher education 
shall be entitled to use as payment in 
lieu of reimbursement for Its adminis
trative expenses for each fiscal year for 
which it receives an allocation under 
§ 176.4 an amount equal to not more than 
three percent of the Institution's pay
ments to its students from its allocation 
for that fiscal year. However, the aggre
gate amount paid to an institution in 
lieu of expenses for administration under 
this part and the College Work-Study 
Program plus the amount withdrawn for 
such purposes from the institution's 
National Direct Student Loan fund may 
not in the aggregate exceed $125,000 for 
any fiscal year. 
(20 U.S.C.I070b: 1088b) 

§ 176.23 Fiscal procedures and records. 
(11) Fiscal procedures. (1) The institu

tion shall administer the Supplemental 
Grants Program In such a manner as to 
provide for an adequate system of in
ternal controls. The variOUs administra
tive procedures shall be divided so as to 
provide for a system of checks and bal
ances under which no person will be dI
rectly responsible for all aspects ef the 
program. The functions of author.izing 
payment and disbursing funds shall be 
divided in such a fashion that no office 
has responsibUity for both functions, with 
respect to any particular student aided 
under the program. 

(2) Physical segregation of cash de
positories for Federal funds which are 
provided to an institution is not required. 
However, institutions sh.a.U give notice to, 
. any bank in which they deposit Federal 
funds of aU accounts in that bank in 
which such funds are deposited. This no
tice can be ru:compllshed in either of the 
following ways: 

m .Include in th(l name of the ac
count the fact that Federal funds are 
deposited therein: or, 

(ii) send a letter to the hank listing 
the accounts in which Federal funds will 
be deposi~. A copy of this let.ter must be 
retained in the institution's files. 

(b) Records. lind reporting. (1) Each 
institution shall establlsh and maintain 
on a current basis, adequa.te recorda 
which refiect all tra.nsactions with re
spect to the program and lIhall establish 
and maintain Buch general ledger con
trol accounts and related subsidiary 
accounts I:lS are necessary to identify all 
transMtlons involving :federal fund.s 
available under this part and to separate 
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records of such transactions from all 
other institutional &saeta and activities.. 
Such records shall !\frord ready identi1l .. 
cation of each student's ae~ount and the 
status thereof, including separation of 
initial and continuing grant amouni;8. 
shall be adequate to demonstrate the eli
gibility of every student aided under the 
program, shall indicate the amounlo of 
need determin.;")Q for each stude'l' and 
the way that need bas been met, arul shaR 
identify the institutional officer who 
made the detennination of such need. 

RULES AND REGULATION! 

pUcable Ia.WB and regulations. Such 
audits shall be performed in accordauce 
with the Department of Health, Educa
tion, and Welfare "Audit Guide" tor stu
dent financial ald programs. The fre
quency ot such audits shall depend on 
the size and complexIty of the activity 
ot the program except that such audits 
shall be carried 'Out at lesst once every 
two years. 

(e) Such audit reports shall be sub
mitted to the HEW Audit Agency at the 
regional office of the Department of 
Health, EdUcatiOn, and Welfare serving 
the regioY.' in which th& institution is 
located for its review. The Audit AgencY" 
and the Commissioner shall aiso be given 
access to records or other documents as 
may be necessary to review t:.le results 
ot such audits. 

(II) An 1n8tltution shall submit an 
annutU Institutional Fiscal~OperatioIlS 
RePort and such other reports and in
formation in such form and at such 
times as the Commi'lSioner mt.y require 
in connection with the aclmfnistratiorr of 
j,h?,!l, f;?,"/:t and shall comply with s"~h re
quirements as the coIl1lI1k.sioner maT 
find nece--..sary W insure the correctness (20 U.S.C. 1070b; 20 U.S.C. 1232c) 

of such reports. . 
I.c) Retlmticm ot record!.-(1) Ree

O)·c18. nach recipient shaU keep intact 
and accessible records relating to the 
retllipti and expenditure of Federal funds 
in ~ccordance with § 43~(a) of the Gen
emJ Education Prov1.!slons Ad (20 U.S.C. 
1232c). including all accounting recorda 
and related original and supporting doc
uments that subsianUate C061:6 char~ed 
to the award. 

§ 176.24 Federal interesf in "Iloeated 
funds. 

Funds received by an institution pur~ 
suant to this part, excluding funds au
thorized for a.dm1nistrative expenses, are, 
to be held in trust for the intended stu
dent beneficiary. Such funds may be used 
only for the pu.rposes for which they were 
allocated and ma;v nol; be pledged or 
hypothecated for any other purpose. 

(2) Period oj retention. Except as pro- (20 U.S.C. 10'10b) 

vided in paragraph (c) (4) of this. sec- § 176.25 Termination and suspension. 
tion, the records specificd In paragraph 
(c) (1) 01 this sectlO1l shall be re- (a) GeMral. U the Commissioner finds
tamed for :) years after the date of the that any of the assura.nces or representa
submission of the annual Institutional tions ma.de by an institution in.connec
Fiscal-Operations Report. tion w~th the administration and opera-

(3) Microfilm copies. RecIpIents may tion of the Supplemental Grant Program 
substiblto microfilm copies in lieu 'Of 01"ig- is incomplete Dr 1naccura.te in any ma.te
ina1 records in meeting the requirements rial respeei; or that. were has been a fall
of thls section. ure to comply with any of the provisions 

(4) .A.udit questions. The records in- of this part, he may, after giving the 
volved1n any claim or expenditure which institution notice and an op;lOrtunity for 
bas been questioned by Federal a.udit a. hearing, terminate the agreement en
shali be further ret.:Uned untll resolution tered. into. pursuant to ~ 176.8 or take 
of any such audit questIons;. Provided, such other actions ~ may be necessary 
hOUlever, That records need not 1.,e reo- ' and appropriate to protect the interest 
tained if they relate to a grant Wit.tl re~ of the United states. The termInation 
spect to whIch actions by the Uulted._of the institut.1on's participa.tion in the 
states to recover for diversion of Federal program shall not affect the obligatIons 
funds are barred by the statute of Uml- previously incurred by either party under 
tation in 28 U .s.C. 2415 (b) • that agreement or this part. 

(S) Audit and examination. The 5ecre- (b) Notice oj termination. Proceedlngs 
tarY and the ComptI:Oller General or the with respect to the termination of the 
United states, Dr any of their duly au- program shall be IDitiated by the mailing' 
thor.zed representatives, shall have ac~ of a notice to the institution setting forth 
cesa, f6r the PUl'POS6 of audit and exrun1- the bas1s of the proposed termination 
nation, to the r,~cords specified in para- and the procedures available to the re
graph (c) (1) ()t this section and to clpient under this section. 
any other pertinent books, documents, (c) Suspension of assistance. Subject 
papers, and records of the recipient. to paragraph (e) of this section, assist-

(d) AuditB-·-noll-Federal. All ot an In- ance may be suspended during the pend
~t!tution's transactioll8 involving its SuP~ ency of a termina,tion proceeding initl
plemental Grant funds shall be audited ated pursua.nt to tbis section, 
by the institution or at the institution's (d) NDtice of suspension. If the Com
direction to determine, at a minimum, missioner determines that suspension of 
the fiscal Integrity of financial transac- assistance during the pendency of a. 
tlons and reporill and wi!ether such termination proceeding is neces<;ary, no
transaetion15 are in compJlanee with ap- tiee of the SUspension shall be mailed 

to the recipient (which may be included 
in the notice of terminll.tion). The notice 
of suspension shall: (1) inform the re
cipient of that determination, (2) advise 
the recipient of the effective date of the 
suspension, and (3) offer the recipient an. 
opportunity to show cause whY such ac
tion should not be taken. . 

(e) Opportunity to show cause. If the 
recipient requests· an 'Opportunity to show 
cause whY a suspension of assistance 
should not be continued or impOsed, the 
Commissioner will, within 7 days after 
receiving such request, hold an informal 
meeting for that purpose. 
(20 U.s.C. 1070b and 1232c) 

APPENDlX A 

ALLOTMENT or :7UNIlS '1'0 S'1'ATX& rOil 
PISCAL YEAIl 1972 

JUabaxna _____________________ $1,136,295 
JUaska. _______________________ 37,532 
Arizona ______________________ 794,lO~ 

Arkansas ____ ~________________ 64~033 

Cal!!ornia ___________________ a, 125, 711 
Colorado _____________________ l, 092, 555. 
Connecticut __________________ 994, 752 
Delawan __________________ ~__ 174, lIot 

District of COIUmbia-_________ 568, 864 
Floridts .____________________ 2, 0G6. 032 
Georgia _.:_________________ 1,291, 155 
Hawaii ______________________ 298,396 
Idaho ______________________ 320.388 
Illtnow _______________________ 3,743.393 
Indiana ______________________ 1,967,198 
Iowa _________________________ 1,331,999 
E:ansas _______________________ t,082,749 
E:entucky _____________ ._______ 1, 080. 641 
Louisiana ____________________ 1,276,332 
~a1ne _______________________ 308,431 
~aryland _____________________ I, 168, 652 
Massachusetts _______________ 2.768, 217 
Michigan .. __________________ • 3,339. 267 
Minnesota ___________________ 1,663,842 
MississippI ___________________ 863, !148 
MlssourL ____ .. ________________ 1.754,719 
Montsn~ ____________________ 323,590 
Nebraska __________________ 713,689 

Nevads_______________________ 116,425 
New Hampsh1ro_______________ 322,323 
New Jersey___________________ 1, 321, ~'~9 
New Mexico_.£________________ 412, 226 
New York_____________________ 6,234, 168 
North CarollIlA________________ 1,783, 607 
North Dtl.kote... _________ ~______ 351, 555 
Ohio __________________ ~______ 3,569,791 
O)<lahOlJlQ. ____________________ I, 178,300 
Oregon _______________ ~______ 1,035,037 
PennsylvBJlI& __________ ~______ 3,751, 149 
Rhode IslBlld ___ ~~_____________ 393,990 
South CarollIla'________________ 690",479 
South I>akota_________________ 347.053 
Tennessee ___________________ I, 398, 807 
Texas ____ ~___________________ 4,038,448 
lJtah _._______________________ 781,127 
Vermont ______________ ~______ 236,506 
Vlrglnla _________________ ----- 1,293,349-
VVashlngton __________________ 1,525,138 

West Virgiws_________________ 707,338 VVisconsin _____________ ~______ l. ,,16,003 
Wyontlng _____________________ 151,335 
Guam _____________________ ~- 13,218 

Puerto Rico___________________ 555,030 
Virgin Islands_________________ 4, 745 

Total ____________________ 75,050,000 

-IPR Doc.76-34346 Piled 11-23-76;8:45 amI 
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36872 RULES AND REGULATIONS 

Title 4!S-Publlc Welf..... Part C.of the Hflber Education Act of 
CHAPTER !-OFFICE OF E:DUCA110N. DE. 1965. as /lJl',ended (42 U.S.C. 2751-2756). 

PARTMENT Of HEALTH, EDUCATION, Pursuant tll section 503 of the Educa~ 
ANI) WELFARE tion Amendments of 1972 (Pub. 1.. 92-

PART 17S-COLLEGE WORK-STUDY. .~~: ~~~!s~T::: ~~~ ~:=~: 
PROGRAM California. and comments were received 

The P\11'P08G of tho College Work- on thlr, proposed regulation. In addition" 
study Program Is to stimUlate and pro- interested persons were invited to submit 
mote th~ part-time employment of stu~ written comments and recommendations 
dents who are in naed of earnings to to ·the U.S. Omce of Education, Room 
meet their costs of postsecondary educa-' 2085. Federal omcl! Building Six, 400 
tlen. Under the program grants are pro- Maryland Avenue, SW., Washlngton. 
vided to eligible Institutions of postsec~ D.C. 20202, Attention: Chairman, Omce 
ondary education to enable them to cre- of ~ducatlon Task Force on Section 503. 
ate Job opportunities for their eligible WrItten comments were receIved and 
studentl!. The instItution. may arrange considered. 
!en~ploymef1t in work for the instItution A. Summary 01 Comments--OtlIce of 
itself (except in the-case of proprleta·ry. Education Response. The following oral 
institutions) or in work in the public ill- and written comments were received by 
terest for a public or private nODProilt the Omce of Eduootion regarding the 
Drganlzatlon. Up to eighty percent of the proposed regulation. In view of the vol .. 
student's wages may be paid from the in- ume of comments received, the Omce of 
stltution's Federal College Work-Study Education has summarized as many of 
allocation, and the remaining twenty the comments aa possible under single 
percent, plu." any additional employer headings. After a summary of such .com
costs, is paid by the institution or the off- ments, a response is set forth statiIig the 
campus employer. The kinds of Jobs be- cha~ges which have been made in the 
ing performed by Coilege Work-Study regJl.ation or the reasons why no change 
students, both 011 campus and in the com- is deemed necessary. 
munlty, are vast in number and as varied SECl'IOl{ 175.2 DEFINIl'IONS 
as the needs of the student, the instlru.... 
tion, and the communlty or area. During 
Fiscal Year 1976 over 3,200 institutions 
participated 1n the program and ap
prOximatelY 973,000 students ·were em
ployed with earnlngs aversging $1)20 per 
student. . 

j'Academic Year." Comment. One 
commenter requested clarification of tne 
verb "complete" as It is used in this 
definltion, questioning whether it im
plled a spec1.f1c requirement upon a stu
dent to earn credits or to remain en
rolled'in a course from which he might 
othp.rw1se choose to withdraw. 

Students interested in applying for 
employment under the College Work ... 
Study Program should contact the finan- Response. The deflllJtlon of an "aca
clal aid officer at the institution at which dem1c year" is an. attempt to define a 
they are -enrolled or which they plan to period of tim ,) in a man.'ler which will 
attend. The financial aid oMcer Is re-' provide· comparabWty among institu-· 
spons1ble for determ1nlng student eU-- tlons using ditrerlng unlts of measure
gibll1ty and arranging job opportunltIes ..... mentfor organizing instructIonal pe
He determines the amount a stUdent and' nods. Taken in contex', the verb "com
his family should be expected to provide plete" clearly is used in a general sense 
to meet the costs the student will incur as part ot the def1n1tion ot a -~t ot 
at his institution. He then subtracts this measurement: ". • • a period ot 
expected famUy contribution from the time· .. • in which a f1:ll-time student 
total educational costs to arrive at the would normally be expected to complete 
student's nEed. The student's need may the equivalent of • • ." Student ellg1-
be met totally (}i' in part through earn-. blllty reqUIrements are included else r 

Ings from College Work-Study employ- where in the regulations. 
ment. Often the earnings wm constitute "Area vocational school." Comment. 
part ot a student financial aid "package" Two commentel'S requested that the ret
in which :several other forms of assist- erence to junior and community col
ance, such as a National Direct Student leges in § 175.2(c) (4) be deleted and 
Loan or a Supplemental Educational Op- that they be spec1.f1cally included in the 
portunlty Grant, Dlay be included. The definition of an "eligible Institution." 
financial- aid officer- will 8.itempt when- Another commenter questioned the ram-

. ever possible to assign employment in the 1.f1cations for schools meeting the ellgi
student's field of Interest. However, since bWty criteria under both the def1n1tlons 
employment opportunlties w11l vary de- "area.. vocational school" and "1nstitu-
pending on the type and size of institu- t 'f 
tion and the area in Which. it is located,. ion 0 higher education." .. 
It may not always be possible for the stu- Response. Section 443 (b) of the Higher 
dent to be employed in a career related' Education Act of 1965, as amended, 
position. The most important factor Is which sets forth the types of institutions 
that the job, whatever its naklre, pro- eligible to participate in the Work-Study 
videa a source of financ.ial assistance ~. Program, stipulates that an eligible area 
meet educational expenses. vocational school shall meet the defini-

Notice of proposed rulemaking was tion of section 8(2) of the Vocational 
published in the FEDERAL REGISTER of 00- Education Act of 1963. Since the lan
tober 14, 1975 (40 FR 48266-48277) set. guage of the definition is mandated by 
tlng forth regulations tor College Wort- statute, it cannot be changed by regula
study Program, authorized by Title IV, tlon. Furthermore, a single division of 

a. Junior or community college cannot 
qualify as both an area vocational school 
a:;;d an institution of higher education 
since a junior or comm.unlty college 
quall1'ying a.s sn institution of hIgher 
education CIUl admit as regular students 
only persons having a high school di
ploma or the recognized equivalent. 
whereas a department or division of a 
"junior OJ! community college" which 
qualifies as an area vocational school 
must admit as .regular students both 
high school graduates and non-high 
school graduat,~ .. 

Comment. Two commentel'1! questioned 
whether a difference in meaning was in
tended in the use of the verbs "pursuing" 
in defining a full-tIme student and "car
rying" in def1nJng a half-time student. 

Response. No difference was intended. 
In respOnse to the commenter's sugges
tion, the term "carrying" will be used 
uniformly' in both def1n1tions. _ 

"Good standing." Comment. Se'/eral 
commenters recommended that the def
.tnition of fue term "good stand1nt~" be 
expanded to include a more pl~ecise 
standard than simply ellgiblllty to con
tinue in attendance in accordance with 
institutional standards and practices. 
These commehters noted that some pub
lic .institutions are reqUIred by Stattl .lp.w 
to' permit any state resident to continue 
'In attendal'lce as long as he or she 
wishes, without regard to the student's 
academic performance. 

Response. The commev.tc • ."s recom
mendation has been adopted. The def1n1-
tion of "gooJ standing" has been ex
panded to require that for purposes of 
student eligibility under the Work-Study 
Program, a student must be making 
measurable progress toward the comple
tion of his course of study. Accordingly, 
a student who fails all of his courses can
not be considered in good standing for 
purposes of determining his ellglb1l1ty for 
continued employment under the Col
lege Work-Study Program. 

"Half-time' student."· Comment. One 
commenter suggested that for purposes 
of consistency the phrase "whether or 
not tor credit .. should either be deleted 
from the definition of a full-time stu
dent or added to the definition ot a 
half-time student. 

Response. The commenter's point is 
well taken; the phrase "whether or not 
for credit" has been deleted from the 
definition of a full-time student in § 175.-
2(k} of the final regulation. The defini
tion of a half-time student is more de
tailed since it is one of the standards by 
which student eligibility l,s determined. 
_ Comment. One commenter suggested 

that the minimwn number of semester or 
quarter hours cited in § 175.2(1) (2) (i) 
of the proposed regulation as necessary 
to constitute a half-time academio work 
load should be increased from six to 
eight. 

Response. The suggestion was not 
adopted as a requirement for all insti
tutions; however the commenter's in
stitution may uSe such a higher standard 
if it chooses to do 80: The Office of Edu-
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Clition has trted to develop a deftnlt10n eQUftalent. "l'here!ore. &Il7 mstttution 
whIch wm accommodate a wide TIU'1etT wb1ch admJta u reaulaJ' .tudenta per
of progI'WlllI and Institutions of post.. BODS who do not have a b1a:h IChooI cU
secondary education. The standal."C! tor ploma or the recognlr.ed equ1Y&lent mq 
determ1n1ng ha1!-time student .tatus Is DDt quaJ1fy L. an in8t1tutloa at high ed
to be establLsbed by the Institution, ex- ucatlon. In order to participate In &he 
cept that for this program it may not be OoDege Worlt-Btudy program web an 
less than the m1nJmwn set by the otnce 1Dstl.tut1on must quallfy 8B an area YO-
of Education. - cattonal schoo1. • 

Comment. Several commenters noted "Proprietary institution of higher edu-
that institutions frequentlY have dlfrer- cation. H Comment. one commenter lug
ent standards for full~tlme (and half- ge,ted that the resolution of ellglbUlty 
time) student status at the graduate questions could be facUitated If the defl
level as compared to their standards for nltion Included a defin1t1on of fA alx
UIldergraduates, often :requiring an month program of f;ralnlng. 
academic work load of fewer course hours Resp01lSe. The commenter's suggestion 
than ths.t required for undergraduates. has been adopted. A mlnlmum standard 
Therefore, the commenters suggested for a slx-montll program of tra1n.tng hal! 
that the definition of a "half-time stu- . been included In the de.fln1tlon of 
dent" should be expanded to Include a. a "Proprietary institution of higher edu
lOWer minimum number of hours per cation." Furthermore, a comparable 
term for graduate and professional halt- definition hal! been added to § 175.2(q) 
time students. with regard to a one-year program of 

Respornre. In accordance with the com- tra1n1ng as ~ 11 1!..S tb.e de1!n1t1on or a 
menter's suggestion, definitions of the clock hour. 
terms .. graduate student" and ~al!- "Self-supporting or mdependent Btu
time gra,duate stuaent" have been In- dent.- Comment. The proposed deftnltlon 
eluded In the regulations. Included a requirement that the student 

Comment. Two commenters suggested. "has not lived or w1l1 not live for more 
the inclusion In the regulations of a de!- than two consecutive weeks In the home 
!Ditlon or "postsecondary student" to of a parent during the calendar year.
facilitate ellglbllty determ1no.t1ons. . Most of the commenters felt that two 

Response. !I'he suggestion was not w~ks was Ii,'.,» restrictive 11. period and 
adopted. The OftIce of Education con- many belJeved that such a limitation 
SIders § 175.9 outlining student ellgIblllty would be particlilarlY harsh for :veterans 
criteria. to be sufficient to resolve any just returning from service, for students 
ellg1blllty questions V'hich may e.r1se. who became W, or for a. student lrec:ently 

"Institution of HIgher Education." separated from a spouse. Many com
Comment. Two commenters objected to menters offered alternative periods of 
'the requirement set forth In § 175.2(m) time for visits, va.ry1ng from three weeks 
(1) of the proposed regulation defining to four months, whUe others S'URested 
an institution of higher education as adding a waiver for exceptional circ.'UII1-
admitting "as regular students only per- stances. one commenter objected to 'the 
sons having a certificate of graduatjon $600 l1m1tatlon on the amount of as
from a iIChool providing secondary edu- llistance a "self,.supportlng student" 
c:a.t1on. or the recognized equivalent of could receive from hJs or her parent(s). 
mch a. certificate." one commenter Db- and suggested that It lShould be n.1Bed 
served that many community colleges to a higher leveL In addition aeveral 
regularlY enroll stUdents in academic commenters were concerned that the 
programs without reference to their definition did not make clear whether 
graduation from high school or other one or both parents should be deceased 
certification. Another commenter noted for a. student to be declared "self-suP
that SOllie institutions lIU!.Y enroll stu- porting." 
dents who have fa.lled to complete hlghResponse. The deftn1tion of self-sup
school alld have no recognized equlva.- porting or Independent student Is an at
lent of a diploma, but are considered by tempt to define In objectivelY meo.sw'able 
the institution to be qual1fie<l for admis- terms the nature of a relationship which 
sion. One commenter questioned wheth- Is essentla.lly subjective rather than ob
er an Institution following such a Jectlve. This defln1tion is one which Js 
practice would be ineligible to participate or wW be used by the other programs of 
In the College Work-Study Program and student financial a.1d admlnlstered by the 
another suggesred that the defln1tion be Office of Education. It is recognized that 
amended to Include tnstltutions which the pX'oposed defln1tlon is somewhat ar
admit primarily students with high bltrary, but for the sake of consistency 
school diplomas or the equivalent but with other_programs It 15 not being 
also others whom the 1nst1tution deems changed. However, to accommodate the 
Qual1fied. concerns which were expressed about this 

Response. The defln1tion to which the defln1tlon. provision was made In 175.12 
conunenters object is set forth In section to give the student financial aid ofllcer 
1201 (a) of the HIgher Education Act of at an institution the discretionary 'au-
1965, as amended (20 U .B.C. 1141 (a) ) , thority to determine In any partlcular 
and cannot be changed by ~gU1atlon. It case whether the relationship between a 
ahould be noted that section 120lCa) (1) student and his parents Is of such a na
~f the HIgher Education Act and § 175.2 ture L'lat It is UIll'eIISonab1e to expect the 
(q) (1) of the regulations require that In- parents to contribute towards the stu
wt1tutlons' of higher education admit as dent's cost of education, regardless of 
t'egular ·students onlY person:; having a whether that student quallil.es as an In
high school diploma or the recognized dependent student. 

36873 

The Intent of the provision concerning 
a deceased parent ~ simplY to st.&te the 
obvioUo1: A st.udent cannot be considered 
to 00 dependent on a deceased person. 
However, the death of one parent does 
not automatlcally make it unreasonable 
to expect the surviving parent to con
tribute towards the litudent'li coot of edu
cation.- 'Pherefore, If there is a. surviving 
parent, the test enumerated In the first 
part of the defln1tion would have to be 
met with respect to the relationship be
tween the student and t.be surviving par
ent befGre the student could be consid
ered self-supporlng or Independent. 
Aga.1n, any hardship resulting from the 
defin1t1on may be recttfled by the Institu
tion' .. financial aJd offil'!er •• 

SECTION 175:B ALLO'llSNTOl" FEDERAL 
. Fmms '1'0 BrATl!:S 

Comment. Several commenters recom
mended that the method stated In former 
regulations and In § 17li.8(b) (3) of the 
notice of proposed rulemaklng by which 
the CommIssioner exercistlS his discretion 
to allocate 10 percent I)f the College 
Work-Btudy appropr!atiou after 2 per
cent has been withheld for allotment to 
lnstltutions in Puerto RIco, Guam. 
AmerIcan Samoa, the Trust Territory of 
'the Pacific Islands, and the Virgin Is
lands, be phased out and that the Com
m1ssioner exercise his discretion by al
locating this sum In accordance with the 
statutory formula under which the 90 
percent 1n1tlal allotment to the states 
18 distributed. 

ResP01lSe. The Office of Education 
agrees that the current method of aI-' 
location .needs rev1s1on and 18 currently 
reviewing alternatives. one of which is 
that suggested by the commenter. How
ever, s1nce any change would have a sub
atantlal effect on the amount of funds 
tome lnstltutlons would receive, the.Of
tice of EducatJon plans to publlsh any 
change In the allocation procedure as a 
notice of proposed rulemaklng on whl.ch 
public comment wW be invited. 

Comment. Several commentel'8 sug
gested that the formula set forth In 
1175.3Cb) (1) for comput1ng the 1n1tial 
allotment to states should be lUllended 
to Include .tudents enrolled on at least 
a. half-time basls In § 175.3 (b) (1) (1) 
rather than.gnly full-time students and 
othe."S suggested that the fa.mi1y Income 
cut-off level of $3,000 st9.ted In § 175.3 
(b) (l) (iii) be raised to a higher level to 
reflect trends In the economy. 

.Response. These components of the 
&uotment fon'Dula are set forth In the 
authorizing statute (442 (b) of the Act, 
{2 U.s.C. 2'152lb»: therefore the regula
tion may not be ~ed. 

SEC'l'IOl'I' 175.-"; IJcstltUUODL 
APPLl'CJlTIOUS 

. Comment. Some commenters ques
tioned whethez' II. difference In meaning 
was Intended between the term "average 
cost of education" In § 175.5(11.) (4) and 
"average cost of attendance" in § 175.5 
'(a) (7). 

Response. Section 1'T5.5(a) (7) of the 
notice of proposed rulemaktng was re ..... 
dundant and-has been elIm1nated In the 
!ina! regulation. . 
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COmment: One eommenter ~uestioned of stud"nt financial aid and is therefore" 
the use of the term "annual. ';>er student not limited to Guaranteed Loans o~. 
costs" in § 175.5(a) (4) aud suggested· Comment. One conunenter suggeated 
that the costs to which it refers art') in- that to provide' consistency among pro~ 
tend.ed to cover an academic year rather gram regulations governing the tripartite 
than a twelve-month period. . appllcation. the College Work-study 

Rlesponse. The conunentcr 1& correct regulations should include the request for 
and the phrase has been changed to "per average unmet need per student and 
student costs • • • for an academic year" justification of any amount in excess of 
in ~he final regulation. . $200 which was. :Included· in ~ 144.5 

Comment. A number of commenters· (a) (12) of the notice of proposed rulea 

obJ,ected to the reqUirement of a justifiCR-. making for the National Direct Student 
tic,n of ally per student costs for books Loan Program. . 
and supplies in excess of $175 and for Response. This item was inadvertently 
personal expenses in excess of $450 since omitted from the College Work~Study 
t.hey felt these figures were unrealisti- notice of proposed rulemaking and has 
(cally low, inflexible benchmarks. Some been included in the final regulatIon as 
Buggested raising these amounts while the commenter suggested. 
others felt no specific_dollar amounts Comment. A number of cornme! ters 
should be stated. Another commenter suggested that § 175.5. include SlJer''1c 
suggested, as a substitute, a regulation reference to the terms and condit,ion.,~. ~ 
setting gUidelines an institution cauld submitting the abbreviated ap1ii,', . .at\Oll, 
follow In determlnlng student 'Co'sts for referred to as the "shor~ form," which 
Various budget items. institutions have been, allowed to sub-

Response. The proposed regulation was mit under certain conditions in request
not changed. These amounts are used as ing funds for FY 1976 and FY 1977. 
an average for all institutions >!.Cross the Response. The suggestion of the com
nation, and the Office of Education does menters 11:1.1 been accepted and a new 
not consider them unrealistically low. It paragroph specifying terms and cond!
is recognized that some institt;.tions may tions for submitting a "short form" has 
vary from the norm and that higher been included 1ri the final regulation. 
amounts may be justified in some cases. Comment. One commenter suggested 
Furthermore, this requirement does not that the deadline for submitting the ap
Silt fixed standard amounts which may plication be inclUded in the regulation. 
not be exceeded, but merely requlrer> that Response. The deaclline for submitting 
higher amQunt;; !;:: justified. the annual tripartite application Is pub-

Comment. One· commenter suggested llshed each year in the FEDERAL REGIS
t.hat § 175.5 (a) (4) of the regulation ~ER. Since- various Unforeseen factors 
should include benchmark amounts for may arise which could necessitate a 
room and board not provided by the in- change in the time of this deaclline date 
stitutlon, and transportation costs as well from one year to another the Offiqe of 
88 for books, supplies, and personal ex- Education feels that annual publication 
penses. . of the date in the FEllEllAL REGISTEIl 111 
. -"~esponse. The Office of Education is. preferable to including it in the program 

cur.rently planning to conduct a study l'egulations. 
which wlll have as its main purpose the Comment. Some commenters felt the 
establlshment of parameters for these wording of § 175.5{b) (1) as related to 
educational costs for use in the applica- the remainder ot that subsection couJd 
tion review process. At present no fixed b~ construed to mean that all cor~ 
amounts have been established to be used respondence on financial aid matters 
as benchmark figures for these educe.- would be addressed to the president of 
tional costs. the institution. 

Comment. One commenter suggested Response. The wording of this subsec-
that § 175.5{a) (5) and (6) shoUld specify tion has boon rev1sed in the tina! regula
that the number ot students to be em- tron to respond to the comme'nters' con
ployed is. to be an estimated number. cerns. . 

Response. The commenter's suggestion 
has .been adopted. To provide consistency 
in the listing of items to be included in 
the application, the adjective "antic
ipated" has been included in both claUSes. 

Comment. One commenter recom
mend~ that Federally Insured Student 
Loans made by the institution should not 
be included in the calculation (cited in 
§ 175.5(a) (10) c-f the proposed rule) of 
financial asslsta'llce awarded by the in
stitution from Its own scholarship and 
student aid programs for the most re
cent year for which information is avail
able, since, according to the commenter, 
these loans are made to fill unmet need 
caused by inadequate funding of other 
Federal progrtlmll. 

Response. lifo change bas been made in 
response to this comment. The statement 
made by tbe commenter could be claimed 
with respect to any institutibnal program 

SECTION 175.6 FuNDING CRITERIA 

Comment. One commenter rllquested a 
definition of the term "reasonableness" 
as it Is used in this section. . 

Response. No special definition was 
considered necessary. The term "reason
ableness" as applied to the funding 
criteria in § 175.6 should not be construed 
as having any special meaning outside 
the normal usage of the term as defined 
in any modern dictionary. The Office of 
Education considers it an appropriate 
tCl'I!l to be used lIS an evaluation criterion 
by a pan,i')! experts. 

Comment. One commenter noted that 
§ 144.6(g) of the notice of proposed rule-· 
making for the National Direct Student 
1..oan Program calIs for a review of the 
.adequacy of the justification required in 
§ 144.5 of any costs in excess ot $'.'15 for 
books and supplies and $450 for personal 

expenses, and of theexplanationrequ!red. 
for any unmet need per stUdent in exces3' 
of $200. The commenter suggested that 
this criterion should be included for thi8 
·program. 

.Respome. This criterion was inadvert· 
ently omitted from the College Work:' . 
Study notice of proposed rulemaking and. 
has been included in the final regulations 
as the commenter suggested. 
SECTION 175:7 APPLICATION REVIEW AN!) 

. APPROVAL or R!:QtTJ:sl' 

Comment. Several commenters sug
gested that the term "qualified persons" 
as used in this section of the proposed 
regulations should be restated to specify 
experienced individuals who work directly 
with financial aid programs and also that 
the regulations should require the inolu,.· 
sion of practicing financial aid officers. 

Response. The suggestion was not 
adopted. The Commissioner feels that the
wording of this item in the proposed reg
ulations expresses much of the comment
er's intent. The regulation stipulates that: 
the Commissioner shall convene panels< 
of "quallfled persons" to evaluate institu~ 
tlonal applications; obviously, a person 
cannot be considered "qualified" unless. 
he Is conversant with the administration 
of· student financjal aid programs. 

Comment. One commenter SUggested 
that the final regulation should require 
the inclusion of pncticing' financial aid· 
officers in the regional review process out
lined in § 175.7{c) of the proposed 
regulation. 

Response. The regional review proce
dure outlined in § 175.7(c) does not pre
clude the use of a panel of practicing 
financial aid officers if the regional office 
chooses to employ such a panel. 1'>1 some 
instances, however, the issues involved 
in the review of the original panel's rec
ommendation may be hanclled more ex
peditiously by direct negotiation between' 
the regional office and the institution. 
Therefore, the option to use or not use 
a panel of practicing financial aid officers 
at this stage of the rerlew pr.ocess has 
been left to each regional office as it 
deems appropriate. In this context it 
should be not-.od that the ;:egulatlon does 
stipUlate that an' institutIon may request 
a review of the region's recommendation 
by a national review panel. 

Comment. One commenter felt the pro
POSed regulation prevented the introduc
tion of additional materIal at any point 
in the appeal process. 

Response. The commenter Is incorrect 
in his assumption. Additional informa
tion may be presented to the regional 
office when a review of the original panel 
recommendation is requested (45 CPR 
175.7(0». However, no new information 
may be presented to the natIonal review 
panel, because the regional offic~ should 
have been given the opportUll1ty to act 
on any additional in!ormation prior to 
Its presentatIon to a national review 
panel. 

Comment. one commenter suggested 
that the regulatIon should require that 
the panel review guIdelines be supplied. 
to institutions as a guide to assist them 
in completing the application. 
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Rcspome. The 5ugg~on was liot total 't)utstanding loan OOl1c..i;:u£',s. and 
adopted. The panel review guidelines con- academic factors such 88 gn.de point 
tain no requirements which are not in- average and major. 
cluded in the regulation and are an in- 'Response. ThIs statutory requirement 
ternal working document intended to as- need not be construed as preventing the 
sist panel members In the review process. institution 'from establlshlng and adher-

Comment. One commenter SUggested ing to an application deadline date, or 
that the time period for submission of from meeting the need of a student In 
a request for national reyiew should be the prefer~nce category with other forms 
specifically Gtated In the regu1ation of aid If the student Is In agreement or 
rather than using the phrase "within if College Work-study employment ~ 
such time as may be spec1fled by the deemed inappropriate In considering the 
Commissioner." student's health, academic progress, 

Response. As noted in the earlier com- schedule of classes, etc. However the 
ment on the deadline for submitting the other factors cited by the commenter 
application, various unforeseen factors (I.e., outstanding indebtedness, grade 
may axise which could necessitate point average, and academic major) 
changes in deadline dates or In tJ:le time may be used only in making selections 
period between the original submisslop. among students who have equal need 
of the application and the conv,ming of after taking lnto consideration any 
the national review panel. Consequently, grant aid they have received from any 
it is considered inappropriate to include public or private source. 
a specific time period In these regulations. 'Comment. One commenter questioned 
SECTION 175.8 INSl'I!UTIONAL AGREID4ENT whether the statutory preference re-

quirement would permit priority consld-
Comment. One commenter'suggested eration for "renewal" students over 

that the terms of agreement stated In others who have Il. greater financial need. 
the regulations should include an assur- Response. PrIority consideration for 
ance by the tnst1tution that It will seek students who have pretiously received 
worthwblle job oppOrtunities for students aid is not permitted. However, In choos
who axe to be employed under the ing among students who have an equal 
program. ranking in the preference category, an 

Re3pons'i!. "!'he Office of Education institution can use other factors. 
agrees with the goal expressed in this Comment. One commenter questioned 
corrunent. However, since the institution whether the regulations would preclude 
agrees to admin.lster the program in ac- an institution from refusing to award 
cordance with the regulations, which In- any aid 'In instances where the institu
clude this goal In § 175.1, it is not neces- tlon was unable to meet the student's full 
sary to repeat it as a condition of the need. 
terms of agreement in I 175.8. Response. If the disparIty between the 
SEC:rION 175.9 ELIGIBILITY AND SELECTION amount the institution can award a stu-

OF STUDENTS - dent and the amount the student needs 
Is so great that it can easily be predicted 

Comment. Some commenters felt that that student w1ll be forced to withdraw 
there was a confllct between the require- before the end of the academic period for 
ment stated In the proposed regulat10n which the aid Is awarded, the institution 
that preference In the selectlcn of stu- would have justification for refusing to 
dents for employment under the Conege '''hward the 1nsufficlent amount. 
Work-Btudy Program be given to stu- Comment. One commenter reccm
dents with greatest financial need taking mended deletmg the requirement for 
into account grant assistance prov1ded granting preference in selection for em
from any publ1c or private lIQUrce, and ployment to students wIth greatest ti
the requirements for awarding a Supple- mmc1al need, t.!lk1ng In'w account grant 
mental Educational Opportunity Grant. assistance provided from any public or 

. Response. The regulatory provis1on to private sources. The commenter felt that. 
which the commenter refers Is Identical knowledge of such grants may not be 
to 444(a) (3) of the Act. ThIs section ap- known to the financial e.id officer at the 
pears In a sense to be incongruent with time the student's need is assessed, !I.1ld 
413C(a) (2) (D) of the Higher Education that this preference criterion would 
Act 9f 1966, as amended. (20 U.S.C. favor independent ,,1;udents at the ex-
1070b-2) which stipulates -that a SuP- pense of disadvantaged dependent stu-

. plemental Grant shall be awarded only dents and also favor graduate and pro
to a student who "would not, but for a fesslo~ students at the expense of un-
supplemental grant, be finanCially able dergraduates. --
to pursue a course of study at such tnstl- Response As noted in the response to 
tntlon." We agree with the commenter's "the first comment on this section of the 
point that these secttons appear to con- regulations, the prOvision to which the 
filct. However. the eoniUct Is caused not commenter refers is Identical to foectlon 
by the regulation but 'by the statute 444(0.) (3l of the Act and may not be 
which the regulation merely repeats. changed in &he final regulaUOM. With 

Comment. One comrnenter QUestioned regaxd to the commentel"s first POint. 
whether the requirement of gran~ the institution 1r61uld m~w at least the 
preference In the selection for em31loy- amount. or the student's Ba&tc Grant en-
ment under the program would preclude tltlement. . 
ta\'tIng into account other factors such as Comment. 'Several oommenters 00-
the receipt of a student application by a Jected to the provision contained in 
d~e date. w1ll1ngness and abWty to 1175.9(e) of the proposed regulation, 
.~k, previous aid awards, Jncludlng 1175.9(f) of the 1lnal regulation, which 

require the institution to make employ
ment under the Work-Study Program 
or "equivalent employment offered or 
arranged for tly the institution reason
ablyavailB.ble (to the extent of ava1la.ble 
funds) to all eligible students in need 
thereof." They objected on the basis that 
-mch a reqUirement constituted undue 
1nterfereB('.e in Institutional affairs and 
that It would prevent the awarding of 
institutional employment on the basis of 
specific skills or academic ability with
out regard to need. 

Respon,~e. The provis1on to which the 
commenters refer is identical to section 
447 (a) (7) of the Act and may not be 
changed In the final regulatiOns. How
ever. this statutory provision should not 
be interPreted as an attempt to Introduce 
a. needs test Into all institutional student 
employment pr6grB.Ins. Rather, this pro
vision is intended to apply to those funds 
of the institution which It has set aside 
for the employment of needy students. 

Comment. One commenter questioned 
the omission from the student eligibUity 
crtterla in § 175.9 of the requirement in
cluded in section «4(0.) (3) (B) of the 
Act that the student show evidence of 
academic or creative promise. The com
mer.ter notea that it appeared among the 
student eligibility criteria In § 175.8 (In
stitutional Agreement). Another com': 
menter recommended that this eligibility 
requirement be deleted entirely from the 
regulations on the grounds ~ the 
measurement of academic and creative 
promise across the range of participat
ing institutions coven; such a variety of 
slr.ills and talents as to make this re
quirement unenforcible. Several com
menters suggested that a definition of 
the term "evidenl':e of SI'..ademic or c.-e
atlve promise" shl)uld be !Dcluded in the 
reguI&tlons. -

Response. The omJssion from § 175.9 
of the stUdent lellglbUity requirement 
cited by the commwters was.an over
sight which has been l!orrected in the 
final regulations. Since this requirement 
is 1nc1uded In the Act, U cannot be 
omitted EIS the second commenter sug
gested. However, a definition of the term 
"evidence of academic or creative prom
Ise" has not been Included since the Com
mLss.\oner feels that dec1s1ons concern
Ing a student's potential may be made 
by the institution using Its own judg
ment. 

Comment. One comment!!r recom
mended the deletion ot the reQUirement 
of a high school diploma as one of the 
el1g1bility criteria for students in area 
vocational schools. 

Response. The proYision to which the 
commenter refers Is required by «.(b) 
of the Act. a:nd may not be changed In 
the final regulations. A further discussion 
of this POint may be found in the re
sponses to the comments on the defini
tions In § 175.2 of "area 'MCBtlonal 
school'.' and "institution of hlgher edu
cation." 

Comment. 'One commenter mggested 
the Inclusion in this section of the regu
lations of a statement defining student 
el1g1b1l1ty when the student is parilc1pat.. 
1ng ill a programot study abroad. . 
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Response. The commenter's sugg~tlon 
has been adopted. A statement on stu
dent eligibility during participation in an 
eligible program of study outside the 
United States is included as 1 175.9(c) of 
the finlll regulations. 

Comment. One commenter lIuestloned 
tIlt'; term "actual cost of educat!on" as ~ 
appeared in § 175.9(c) of the proposed 
regulation, and suggested that institu
tions should be permitted to use a set of. 
standard or average costs to facilitate 
need analysis procedures, especially when 
large groupS of stUdents are involved. 

Response. The use of such a set of rea
sonable standard or average costs in need 
analysis procedures is not necessarilY 
precluded by the regulation for all types 
of costs. For those costs which are readily 
ident!.fl.able, such as tuition and fees;' on
campus hOUSing, and other amounts paid 
directly to the institution, actual !;osts 
should be used. However, with respect to 
amounts not paid to the institution, such 
as room and board off-campus, personal 
expenses and transportation, the institu
tion may use estimates which approxi
mate the amounts reasonably necessary 
for such pu.rposes. 

Comment. Several commenters ob
jected to the requlrement that the stu
dent affidavit noted in § 175.9(f)- of the 
proposed regulation be signed in the 
presence of a notary or other person 
1egally authorized to administer oaths or 
affirmations. One commenter suggested 
the regulations should specify that the 
content of the affidavit form could be in
tegrated into other institutional forms 
and that other items could be included 
in the affidavit at the discretion of the 
institution. 

Response . . The regulation was not 
changed. Section 49B.of the Higher Edu
cation Act of 1965, as amended (20 U.S.C. 
10B8g), requires the student to sign an 
"affidavit." An "affidavit" is a written 
statement made under oath or affirma
tion before a notary public or other per
son authorized under State law to ad
minister such an oath or affirmation. 
With regard to the second comment, the 
affidavit may be integrated Into other 
forms in a manner of the institution's 
own choosing, provided that it remains 
clearly Ident!.fl.able as a document and is 
properly sworn. .. 

SECTION 175.10 SPECIAL SESSIONS 
Comment. One commenter felt that 

the definition of the· term "half-time 
student" should be expanded to refIect 
the difference in the numbel' of hours 
necessary to be considered enroIled'half
time during a regular period of enroll
ment and during a special session. An
other commenter suggested that § 175.10 
(a) (2) should include the requirement 
of acceptance for enrollment at the next 
regular session as well as the student's 
in.tention"to continue, since at many in
stitutions acceptance for enrollment dur
ing a Slnnmer session does not neces
sarily constitute acceptance for enroll
ment at the next regular session. 

Response. A student will be eligible to 
partiCipate in the College Work-Study 
Program during a Bununer vacation pe-

RULES AND REGULATIONS! 

nod or other periods of nonregular en
rollment (special session), regardles:s of 
his enrollment status during that penod. 
only if (1) he will be enrolled, or has 
been act;'epted for enrollment, as at leas\ 
Ii. half .. time student at that institution 
for the regular session following such 
s~:ial session or (2) he will complete 
his course of study during such. special 
sesBion and was enrolled at that institu
tion lIB at least a half-time student in 
the regulation session preceding the spe
cial session. 

A student's eligibility to participate in 
the College Work-Study Program can
not be established solely on the bnsis of 
his enrollment status during a .paclal 
session. The regulation has been clarUl.ed 
in response to the commenters' questions. 

Comment. One commenter suggested 
that the ter.m "other field experience 
education program" should be added to 
the seversl examples of a period of non
regular enrollment included in the first 
sentence of § 175.10(a) of the proposed 
regulation. . 

Response. The recommendation was 
not adopted. As indicated by the use of 
the phrase "such as," the several exam
ples cited in the clause to which the com
menter refers were not intended to be 
all-inclusive. There may be a number 
of different labels which could be at
tached. to a period of non-regular enroll
ment; the regulations do not attempt to 
enumerate all of them. 

SECTION 175.11 COST OF EDUCA.TION 

who are geographically dispersed around 
the counlay and the problem of exerclB-
1n.g institutional responsibilities to 
oversee such employment. Therefore, 
while applications to participate will be. 
entertained from correapondence 
schools, the institution's capabilities to 
administer such a program will be care
fully reviewed in light of the special 
difficulties presented. Since such schools 
are potentlally eligible, § 175.11 has been 
amended to include allowable costs re
lating to programs of study by corre
spondence. These allowable costs will in
clud~ tuition and fees and also ·travel 
and room and board costs incurred spe
c!.fl.cally In fuIftllment of a required pe
riod of residentlal training. 

Comment. A number of commenters 
objected to the stipulation tll8.t transpor
tation costs related to a program o'! study 
abroad could not be included as a cost 
of education. 

Response. In response to the comment
ers' concern this section has been re
vised to provide that in the case of a 
student enrolled in an eligible program 
of study outside the United States his 
cost of e<lucatlon may not exceed 
his cost of education at the locatIon 
of the campus of the institution he 
normally attends. In this regard insti
tutions should !l.Iso note the addition of 
§ 175.9(c). 

SECTION 175.12 EXPECTED FAMILY 
CONTRIBUTION 

Comment. A number of commenters 
Comment. One commenter suggested requested clarification of § 175.12 (c) and 

that an amount equal to 5 percent of the suggested that this subsection be re
student's College Work-Study a,ward. phrased in more specific terms. 
should be added to the cost of education Response. The suggestion of the com" 
to account for the various costs the menters was not adopted. In the past 
student may incur incidental to his Col- financial aid officers have frequently 
lege Work-Study employment. complained that the standards pre-

Response. The Suggestion was not scribed by the Office of Education for 
adopted since no rewording of the pro- determining self-supporting student sta
posed regulation was felt necessary to ac- r. tus did not permit them to exercise pro
c.ompli.sh the purpose sought by the com- fessional judgment in cases which 
menter. In satisfying the student's need, seemed to them to warrant special con
net earnings are considered as that por- sideration. In response to this frequently 
tion of his financial aid package derived voiced complaint § 175.12(c) was written 
from Work-Study employment which ill general terms spec!.fl.cally with the in
are to be used to meet the student's tention of providing the latitude for the 
cost of education. Costs incidental to em- financial aid officer to exercise his pro
ployment are those amounts in addition fessional judgment on a case-by-case 
to taxes which are subtracted from the basis. 
gross earnings to arrive at the net. These Comment. One commenter suggested 
costs will include costs of transportation that the phrase "dependent children at
to and from the job, meals dUring the tending institutions of higher education" 
work period, and other reasonable costs in § 175.12(a) (3) should be restated as 
incurred as expenses of employment. . "dependent children attending institu-

Comment. One. commenter recom- tions of postsecondary education." 
mended that the section be amended to Response. The recommendation was 
include a statement of allowable costs not adopted. "Institution of higher edu
for students engaged in a program of . cation" is a statutory term with a spe· 
study by correspondence. c!.fl.c meaning. "Institution of postsec-

Response. Th~ recommendation was ondary education" is not included in the 
adopted. "\\'1llle correspondence schools statute. 
may technically comply with the statu- Comment. One commenter pointed out 
tory definition of an institution of hlgh- that § 176.12 of the Supplemental Edu
er education for purposes of participaQ catlonal Opportunity Grant regulations 
'tion in the Work-study Program, It spec!.fl.cally includes the requirement 
seems unlikely that such schools could that the financial aid officer shall tak~ 
comply with the statutory and regula- into consideration tUition Incurred by 
tory prOvisions of the program for a dependent chlldren attending elementary 
number of reasons, Includillg tIre prob- and secondary schools in determlnin/l 
lem of entering into the appropriate ar- the expected family contribution. The 
rangements for employment of students commenter objected to the omission of 
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• this item in the College Wotlt-Btudy 
regulation as creating a double standard 
in determining eligibility for assistance 
under the two programs. 

Response. The requirement in the Sup
plemental Grant regulation to which 
the commenter refers is set forth m' the 
authorizing statute governing that pro
gram (section 413C(a) (2) of the Higher 
Education Act of 1965, as amended) and 
therefore must be reflected in the regu
lations for that program. Since this cate
gOry of family costs is not specifically 
addressed in ths authorizing statute for 
the College Work-Study Program, it is 
not specifically cited. in the program 
regulations. However, such family costs 
may be one of the factors considered by 
the financial aid officer in calculating a 
family's expected contribution pursuant 
to § 175.12(a) (4). 
SECTION 175.13 APPRovED NEED ANALYSIS 

SYSTEMS 

Comment. A number of commenters 
recommended that the Uniform Meth
odolgy for Mea.sur1ng Ability to Pay, de
veloped by the National Task Force OD. 
Student Aid Problems, be adopted by 
the omce of Education as the only ac
ceptable method of need analysis for the 
College Work-Btudy Program. 
. Response. The suggestion was not 

. adopted. The annual review procedures 
outlined in § 175.13 of the final regula
tions will accommodate those systems 
which use the Uniform Methodology. 
However, the Commissioner does not 
wish to mandate the use of the Uniform 
Methodolgy to the exclusion of all other 
systems. 

Comment. Some commenters objected 
1:0 the inclusion of the Basic Grants and 
the Income Tax methods of calculating 
expected family contributions as ap
proved need .analysis systems. 

Response. The proposed regulation was 
not changed. The Income Tax method of 
C'.alculating. expected family cOlltrlbu
'tloris and the method used by the BasiC 
Grants Program are only two of several 
such methods or systems of need analysis 
approved for this purpose. No institution 
Which ooj(.octs to either method is re
Quired to use It. 

Comment. One commenter questioned 
the omission in § 175.13 (b) of the College 
Scholarship Service and American Col

- lege Testing Program as specifically des
ignated approved need analysis systems. 

Response. The Commissioner has the 
statutory responsibility to provide basic 
Criteria and schedules for the guidance 
of institutions in making awards to needy 
students. Prior to 1975, the regulatiOns. 
governing this program had approved 
certain, specifically named need analysis 
systems, without specifying any duration 
for approval, and had provided for the 
'.",pproval of other systems which pro
duced comparable figures for expected 
parental contributions. The COUlIllis
sioner has concluded, however, that he 
sllould review 'on an annual basis suCh 
need analysis systems as are used for de
pendent students and should publtsh 
each year a Ust of those systems which 
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he has approved. for· use by institutions 
during the subsequent academic year. 
The proposed rule set forth the proce
dures and standards for such review and 
approval. The two Systems cited by the 
comrilenter will be required to follow the 
annual review procedu:i'e applicable for 
aU need anaLvsls systems except Basic 
Grants and Income Tax. . 

Comments. One commenter suggested 
that the Office of Education should de
velop benchmarks for approving need 
analysis systems for independent -stu
dents in a.format similar to that for sys
tems to be used with respect to depend
ent students. The commenter apparently 
assumed that any need analysis system 
developed for use with respect to inde
pendent students must follow the meth
odology of the College Scholarship Serv
ice. 

Response. The suggestion WM not 
adopted. At the present time the .Com-· 
missj.~mer does not plan to provide a set 
of criteria and schedules for the guid
ance of institutions in making awards to 
needy independent students. The ele
ments which such a system must take 
into account are Included in § 175.12(b) 
of the final regulations. T<l be approved 
by the Commissioner a prOl)lOSed need 
analysis System for independent students 
must provide results which are compara
ble to those of currently approved Sys
tems. Although the College Scholarship 
Service System is among thOl,e which 
have rec~ived this approval, it Is a mis
interpretation of the 'regulation to as
sume that approval of all future systems 
Is contingent upon their use of CSS 
methodology. 

Comment. One commenter suggested 
that a family resiaence of $25,000 or 
$30,000 should not be included as an as
set in computing the expected parental 
contribution of dependent students, and 
only the value of the residence in excess 
of that amount should be taxed as an 
asset. 

Response. The suggestion was not 
adopted. The regulation governing the 
methodology -for determining an ex
pected parental. contribution stipulates 
that only the net market or cash value of 
the parent's 'assets remaining after de
duction of related debt and a standard 
.asset reserve of $10,000 shall be consid
ll!'ed. Thus in the case of a parent's home, 
the value of the house minus the mort
gage, rather than the total value of the 
bome, would be considerea in the com
putations of the expected parental con-
tribution. . 
. Comment. One commenter suggested 
that the Commissioner encourage inde
pendent research of, outside agencies in 
the area of measuring the ability of 
families to contribute toward the cost of 
postsecondary education and incorporate 
the results of such re.search into Federal 
need analysis system guidelines. 

Response. The ColllIIlissioner does en
oourage such independent research and 
WC11ld welcome with great mterest the 
results of any such research which ma.v 
be brought to his attention. 

36877 

BEC'l'ION 175.14 COORDINAttON OF STU
DENT FINANC~ Am PROGRAMS, AWARD 
A:Motm'l' AND OVER-AwAltD 
Comment • . A number of c6mmenters 

objected to the inclusion of expected 
earnings from employment other than 
that provided under the College Work
Study Program in the listing of resources 
to be taken into account in determining 
the student's need. Many commenters 
felt that since the student may, under 
certain conditions, borrow under the 
Guaranteed Student Loan Program to 
meet this expected parental contribution, 
he should simUarly be able to substitute 
outside earnings for the amount of his 
expected parental contribution. Others 
SUggested that considering such earnings 
as a resource would !>enalize the am
bitious student and stifle initiative when, 
as a result of obtatning additional em
ployment, he found ll!s aid package 
reduoed. 

Response. The proposed regulation 
was not changed. Whne Illll-ny cogent 
points were put forth In the commenters' 
objections, the overriding concern with 
regard to elig'ib!I1ty 'lor employment un
der the College Work-Study Program Is a 
need for funds to meet educational costs. 
Since there' are seldom, If ever, enough 
Federal dollars avafiable to meet the 
needs of all eligible applicants, the Com
missioner considers it imperative to as
sure that no needy student. regardless of 
which institution he attends, is denied 
aid while another student, in the same 
or another institution receives aid in ex
cess of his need; A far greater inequity 
would result if one student were to be 
forced to abandon hls education because 
of lack of funds than would result from 
denying another student an opportunity 
to exceed his need. 

Comment. A number cif commenters 
objected to tlle requirement that ex.
pected earnings from employment other 
.than that provided under the Work
Study Program be considered as a stu
dent resource because of the dtmculty 
involved in monitoring all institutional 
student employment, especially in a large 
institution. 

Response. With rega!'d to the adminis
trative burden caused by this require
ment, the statute permits an ins{;ltution 
to use a portion of the funds granted to 
it as a payment in lieu of reimbursement 
for such administrative exPenses. That 
statutory provision is incorporated in 
§ 175.27(b) of the reRUlation. In choosing 
to participate in this program, inst!tu
tions should be aware that they !m;! ac
cepting an 1idmin!stratlve burden. Sec
tion 175.14 Is an attempt to specify one 
portion of that burden. It is felt that 
the requirements stated in § 175.14 in 
connection with the avoidance of OVE.\!'
awards are basic' to the concept of need, 
which Is the central· concept on which 
this pro$r8m Is built. The OIDce of Edu
cation considers institutional employ., 
ment to be one form of student financial 
aid. Accordingly, an award of institu
tional employment which exceeds need 
ja no different than an excess award in 
grant or loan funds. However in recog-
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nItlon of ci1mcultloo Involved In sdmJn
Isterlng this program, an lnlItitutlon. "m 
not be deemed to""11ave violated this pl.'" 
vIa10n unless the overaward exceeds $100. 

Comment. One commenter Stlgllested. 
that 11'75.14(e) should deal more ell
pUclt17 wtth the financial aid omes's nl
spoDSlbWt7 for cOIllliderlng earnlngs thtt 
student m.ay obtain from nOIl-lDsUtu-· 
tiona! off-campus employment. 

Re.sponae. M. noted in the NSPOIlIIe to 
the previous comment. the Olnce of Edu
cation feels It Is reasonable 1;(, exped the 
1Il!ltitutfon to be aware ('If sJl opportuni
ties for institutional empl~)!lIl.ent and to 
conslder ant!clpated earnings from such 
employment as a resour~ available to 
the student 1n determining eUg:lblUty for 
88S1stance under the Col1ege,Worl!:~Stu~ 
Program. The Offlce of Education TteQg
n1zes, however. that the lnlItltutlon can
not be expected to know about non-

, institutional olT-campus employment the 
student may obt!lln unl~ It Is Informed 
of Il11ch emnloyment by the student. 
Therefore, thl! reoulrement set: forth In 
Il'1I1.14(e) extmds only to resources the 
institution Itself makes avaUable or other 
resources of whIch It should be aware. 

Comment. A Tlumber of commenters 
objected to the 1I",ltlttion on'the use- of 
GuarMlteed S1;1'dent Loans to satisfy 
the expected famtly contribution, as 
stated In § 17514(c) (2) of the T'roPOSed 
regulatIon. anrl propo~ed Instead that a, 
student be permitted to substitute a 
Guaranteed Student Loan for the ex
pected parental contribution In aU cases. 
Another commenter took the opposite 
'Viewpolnt arguing that' a Guaranteed 
Student 'Loan should 00 treated 811 a 
resource In a 11 In~tances. 

Re!1J(Jme, No chan!l'e was made In the 
proposed rule, Under the final regulation 
any Guarnnteed Student Loan, except 
one for which a need, tes" I.s required for 
Jnterest benefits, may be used as a sub
stitute for the expected parental con
tribution. 'nll~ procedure Is considered 
to be consistent with the legtslatlve his
tory of the Guaranteed Student Loan 
Program, since such loans are considered 
to be loaIlll of convenience permitting a. 
famIlY to make Its expected contribution 
over 8 lengthened period of time. If • 
needs test Is required for Interest bene
tlts, need Is determined by subtracting an 
expected family contribution plus the 
sum of all other financial aid trom a stu
dent's coot of education. Under such 8 
procedure it would no' be proper for the 
Guaranteed Loan to be used as a sub
stitute for the expected famOy contribu
tion. 

Comment. One commenter suggested' 
that the responstbtUty !Qr determining 
a student's ellg:lblllty fol.' Federal interQ 

est benefits 011 a Guoranteed Student 
Loan should rest with the financial aid 
officer rather than the lending agency 
from which the loan Is receIved. 

Response. The commenter's suggestion 
relates to statutory and regulatory pro
·\risioIlll governing the Guaranteed stu~ 
dent L-oan Program, 'nlerefore, the 
change suggested by the conunenter 
would have to be addressed In regula
tions for that program. 

R'ULES AND REGULATION! 

comment. one commenter suggested 
that the requirement set forth in § 175'.-
14(8) of fue proposed regulation con~ 
cemlng the appointment of an offie1al 
to be responsible for coordinating the
Conege Work-Study Program with th& 
institution's other student flnancial aid, 
programs should be put Into the form of· 
an agreement to be accepted annually 
by the chief fiscal officer of the thstltu
tlon and circulated to department chair
men and other institutional officlals. The 
commenter felt that such an agreement. 
woUld be of value to the coordinator when 
reductions In financial aid packages were 
necessary, as e. resUlt ot overaward.a 
caused by departmental jobs, scholar-
l~hlpS or loans. ' 

Response. The suggestion was not 
1I:t!opted. Section 175.14(a)"of the regu
latioIlll requires that each institution 
sllall appoint an officIal to be responsible 
to:r coordinating the College Work-Study 
Pr':'tgram with the institution's other stu
der"t tinar:o;:ip.l aid programs. The Com
missioner feels that an institution should 
have discretion to carry out this require-, 
xnent a.a the commenter suggests or In 
some other appropriate manner. 

Comment. One commenter noted tha\ 
a student could receive financial a.sslst
ance In an amount greater than hW 
financial need If the institution did not 
take Into account, when awarding his 
financial ,aid., the amount of $ Basic 
Grant which that student would be en
titled to receIve. 

Response. The 'commenter's POint Is 
well taken. Therefore, § 175.14(c) has 
been amended to Include M a "resource'· 
the amount of funds a student Is entitled 
to receIve under the Basic Educational 
Opportunity Granw Program. rel>'1U'dless 
of whether the student hM applted for 
such fund!. The practical effect Of tbJa 
provisIon I.s that an institution shaD, 
when calculating a student's financlal 
aid package, automatically Include in 
that package the amount j)f the Bas!,c 
Grant to which that studerlt Is entitled 
regardless of whether he has applled for 
such a grant. (See also § 175.9(f) of the 
regulation regarding the treatment of 
Basic Grant entitlements.) 
SECTIO!f 175.ui COOanl!fATIO!f WITH Bl7-
I\l!!AV OP I!I!>IA!f Ai'PAlRS GRANTS-m-Aru 

A notice of proposed rulemaking per
taining to the coordination of Office of 
Education sponsored student financial 
aid programs with Bureau of Indian AI
fairs gmnts-In-ald was orlg1naJly pub
lished In the FEDERAL REGISTER of 
March '.,... 1975. 40 ~'R 10086, as a pro~ 
posed amendment to the regulatIons for 
the Supplemental Educational Opportu
nity Grant Program, '.11l1s provision was 
repubI1shed as § 175.15 ot the notice of 
proposed rulemakil.'lg ,for the College 
Work-Study Program. The final regula
tion for the Supplemental Educational 
Opportunity Grant Program was pub
lished In the FEn!!RAL RZGIST!!II of AU
gust 27. 1970. The flnal regulation for the 
College Work-Study PrOgram has been 
changed L'l accordance with the com
ments received for the Supplemental 
Educational Opportunity Grant Pro-

gram. Furthermore, the commen~s re
ceived with regard to § 175.15 are 'basl
cally the same comments received on the 
Supplemental Educational Opportunity 
Grant Program provision, and such 
cO~J;I1ents were discussed ~ the pream
ble to the Supplemental Educational Op.. 
{'ortunlty Grant Program regulatiOn. 

SECTION 175.16 PROGRAM ELIGIlIILlTY 
Comment. One commenter objected to 

the terms set forth in § 175'.l6(a) (2) (1) 
and (11) under which College Work
Study funds may be used to employ stu
dents in operatiOns for whIch an institu
tion hall chosen to use a cont:ra.:tor. 
These terms require that the contract 
between the institution and the private 
contractor must provide (1) that the 
contractor will utilize ~ specific number. 
of the Institution's students in carryitlg 
out the contract, and (11) that the insti
tution will select the studenta to be em
ployed and determine each student's rate 
of pay. 

RellPonse. No change was made In the 
proposed regulation. The terms In the 
regulation cUed by the commenter are 
Intended to show that the students Sl) 

employed are emPloyees Dr the institu
tion itselt to the same degree as if the 
institution were performing the op-era
tion for which It has hired the con£rac~ 
tor. Thus, the selection of students, the 
number to be el:llJ;)loyed, and the tletm:
mlnatlon of their wage rate 'are func·· 
tions which must l(,~t with the institu
tion. 

Comment. Two commenters objected 
to § 175,16(a) (3) of thz: proposed reg
ulatioll which prohibits Colleg!! Work~ 
Study employment In profit making ac
tivitlts engaged In by the Institution 
which are not part of the Institution's 
educational program, 

Response. In response to the com
menter's concern the final phrase In 
§ 175,16(a) (3) has been expanded to in
clude cUltural and athletic programs of 
the institution as' well as educational 
programs. 'nle intention of this para
graph Is to permit College Work-Study 
employment for the Institution Itself in 
any institutional faclllty being lL')ed for 
an institutional function, but to prohibit 
employment for the Institution in profit 
making activities not related to the edu
cational, cultural or athletic programs of 
the insUtution. The Commissioner deems 
it Ina.pprop~"iate for the Federal grant 
to an Institution to be used for tbe em
ployment of students in a profit making 
ente!'Prise not related to the functions 
of the institution as an Institution of 
hIgher eQ,ucatlon. 

Comment. One commenter questioned 
whether the pronlbltl,on (included In 
§ 175.16(b) (3) of the proposed regule.
tions) on employment involving the con
struction, operation, or maintenance of 
so much of any facll1ty as Is used or Is to 
be used for sectarian Instruction or as a. 
place ot rellgloU3 worship would preclude 
ttle employment ot s'cudents under the 
Work-Study Program in summer camps 
operated by religiOUS organizations. 

Response. U sectarian Instruction and! 
or rellgtous worship are an Integral part 
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of a camp program, no students may be 
employed at such a camp under the Col
lege Work-Study Program. This prohi
bition mcludcs positions not involved in 
the progTammed worship or instnlctlon, 
such as liTe guards; l'ec~ea.tion aides, etc., 
because the summer camp itself exists 
for a religiOUS purpose; therefore no part 
of its operatioll is appropriate for inclu
SiOll under the CClllege Work-Study 
Program. 

Comment. Several commenrers ques
tioned tenus in this o;ection relating to 
off-campus employment, including the 
terms "public interest," and "reliable 
organization," and Iii g;;:neral requested 
more specific guidance concerning el!gi~ 
ble off-campus employment. 

Response. Because of the Jl?,ultlplicity 
of emploYment opporlun!Ues with public 
or private nonprofit organimtlons this 
section lUIS intentionally been written In 
general terms to provide latitude for the 
institution to develop innovative em
ployment opportunities for its students 
and thereby to further one of the basic 
purposes of the program stat'ed in § 1'/5.-
1 (b) (2} of the regulatiOns. It is felt that 
the wording of this section in Its current 
form will provide sufficient guidance to 
the Institution while still permlttmg the 
broadest possible exercise of 1nitiatlve in 
job -development. Bince_each potential 
off-campus employer. may pose new ques
tions, Institutions are urged to consult 
the student financial aid program staff in 
their regional Office of Education wl1en
ever guidance is needed. 

Comment. One commenter suggested 
that the institutional responsibility relat
ing to CWS employment for a public or 
private nonprofit organization implied a 
high degree of control over' the off
campus agency and questioned Its feasi-
bility. . 

Response. The institution has the re
sponsibility to insure that its College 
Work-Study Program ~s administered in 
accordance with the appl!cable statute 
and regulations. To the extent that this 
responsibility requireS a review of the 
procedlU'es of an. off-campus agency /l.t 
which its students are employed, such a. 
review must be considered a part of its 
general responsibility for program ad
ministration. The history of the Work
Study Program over its past ten years of 
operation indicates that such responsi
bility is feasible. The Office. of Education 
does not feel that the institutional re
eponsibility for assuring adequate docu
mentation of disbursements and super
vision. of work could constitute interfer
ence In the ~fi.'airs of an· off-campus 
employer. 
, Comment. One comml(:nter suggested 

that the regulatiOns shomi be amended 
to permit OD-campus employment of 
Work-Study students by proprietary in
stitutions. 

Response. The suggestion -was not 
adopted. Section 444(a) (1) of .the Act 
provides that Work-Study employment 
may 1nvolve work for the inStitution it
self, except in the ~;e of :Vfopnetary In
lititutions. 

Comment. One commenter suggested 
that institutions should require each prl-
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vate nonprofit organizatl,on wishing to 
employ students under tho College Work
study Program to include as I!.I1 adden
dum. to its written agreement wIth the 
institution (cIted in § 175.16(c) (1) a 
copy of the internal Revenue Service 
statement of approval of Its tax-exempt 
status. Another commenter suggested 
that eliglb1l!ty as r. private nonprofit off
campus employer should be contingent 
upon approval of tax exempt status spe
Cifically under section 50ICc) (3) of the 
Internal Revenue Code. 
. Response. These suggestions were not 

adopted. E11gible off -campus employers 
may include nonprofit private organiza
tions that do not qualify for a tax exemp
tion under section 501(c) (3) 01 the In
ternal Revenue Code. Furthermore, the 
Commissioner ~s llot of the view that the 
type of documentation suggested by the 
first commente.r shovJd be required. 

comment. One commenter questioned 

368i9 

provide a.uy ofI,·campus employment for 
their students. 

With respect to the suggestion that 
additional emphasis be Included In the 
regulations on providing worthwhile job 
experiences for students, It &bould be 
kept In n:t1nd that one of the program ob
jectives set forth in § 175.1 of the reg
ulations iii the broadening of the range 
of worthwhile Job opportunities for qual
ified students in employment for the in
stitution l~elf (except in the case of 
proprietary inst.1tutlons) IUld Cor public 
and private nonprofit organizations. 
However, the determ.lnatlon as to what 
constitutes a "worthwhlle job opportu
nity" in the case-of an tndivldualstudent 
involves subjective Judgments which 
llould only be made by tlfficla1s of the in
stitution and the student:, taking into ac~ 
count the student's goals and the various 
poosibilitits for employment under . the 
program. . 

. whether tne prohibition against the dis· SJ:C1'ION 175.17 ELIGIBLE EKPLOYMEN'l 
placement of employed workers set 
forth 1n § 1'l5.16():}) (j) would be violated Comment.' A number 01 commenters 
if students were employed under the objected to § 175.17(b) of the proposed 
Work-Study Program to substitute for .regulatIon which stipulated that work 
regular employees wl10 are on strike. performed for the institution lUlelf by 

Respvnse. Section 444(a) (1) (B) of the which the studant satisfies a ret:!ulrement 
program statute (42 U.S.C. 2754(a) (1) .01 a degree or certificate shalt not be 
'(In) requires that work performed considered eligible employment under the 
under the College Work-Study Program Conege Work-StUdY Program. A :pumber 
"will not result in the displacement. of of commenters cited examples in which 
employed workers or the impairment of a student could be receIving credIt at his 
ey,isting contracts for Ilervices." The l.nstit1,ttion for a particular job performed 
Office of Education views the use of Col- for a public or private nonprofit l'rga
lege Work-Study student3 to flll va.- n1za.tIon off-campus, but the same credIt
canc1as created as a result of a strike to bearing work on~campus would be in· 
be such a displacement and hp.s amended eligible as College Work-Study employ-
§ 175.16(b) (1) to refiect that view. -ment. 

Comment. One commenter reoom- Response. The 1ntentlon of the P1:'O-
mended that particIpating institutions posed regulation was to prevent an abuse 
should spend a greater portion of their 01 the program in which students would 
Federal College Work-Study allocation receive pay for attending classes. How
on off-campus commUnity service or!- . ever, the Office of Education recognizes 
ented jobs. To meet this objective the the merit In the points raised by the 
commenter suggested that 50 percent of commenters. In res;Jonse to their con
all College Work-Study funds in excess cern, § 175.17(b) has been rewritten to 
of $300,000,1)00 per fiscal year should be permit employment for the institution 
earmarked for commUnity service ac- itself in work which satisfies a requlre
tlvlties on-campus. The cClmmenter also ment of a degree or certificate whUe stUl 
provided a number of IlUggest.ions in- attempting to prevent any potentIal 
tended to enconrage institutions to ex- abuse cIted above. However, In no event 
pand theIr off-campus programs 1n com- may studenUl be paId for receIving In
munity service areas. Another commenter -Btruction in a classroom, laboratory, or 
suggested that instItutions should be re- other academic setting. 
quired to arrange· College Work-Study Comment. One commenter suggested 
jobs with nonprofit commUnity service that the crIteria for determining eligible 
organizatoris. A third commenter felt employment set forth in § l'ro.17(a) of 
that addItional emphasis should be In- the proposed regulation seemed to con
cluded 1n the regulatiOns on providing a fIlct with the requirement that employ~ 
worthwhile job experience for the stu- ment under the progl'am must not result 
dent. !n the displacement of employed workers 

. Reswnse. The ColIl1ll1llsioner disagrees or the impairment of existing contracts 
with the specific proposal that 50 percent for services. 
oi iii! Callege Work-study funds in excess Response. The OfIlce of Education does 
of $300,000,000 per fiscal year should be not feel the two clauses cited by the 
earmarked for commUnity servIce actlv- eommenter are In contllct and no change 
It1es off-campus 'because of the disad- was made in the wording of the "final 
vantage such an action would create for Th te..L. f d t 1nin 
those students at institutions which find regulatIon. e cri '''In or e e..rm g 
it d1flicult to operate off-campus pro- ellgtble employment in § 175.17(a.) is an 
grams. There is also a serious legal ques- attempt, tllrough a test of comparability, 
tlon as to whether the ComIn1ssioner to determine whether a pe.rt1cular pos!· 
would have the statutory aui;hortty to re- tlon can legitimately be ·considered 
quire that nonproprietary institutions ·'Work." 
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SECTIOl'( 175.18 ESTAI!LIsmlEH'f 0" WAGW 1175.18(b) of the proposed rule would 
HATU b! required to be paid retroactively to 

" the dates stated, if this sectio:rt were to 
Comment. A number of comments were appear In the final regUlatlona. With thlS 

received concerning the absence In tba assumption 10 mind the commenter sug,;, 
proposed regulations of a maximum W1'8e gested that- t.1l.e new JJiJnimum not be 
:rat.e for employment. under the collese made effective untn the eoming academlc 

. Work-Study Program. Some commente1'll or 1!scal year. 
agreed with Its omission and felt the Re!f'(m8e. The suggestion was not 
determination should be left to the tn- ndopted. ContJ"1U7 to the commenter's 
stitution. However, a major1t~ objected assumption, the mlnimum wage rates In
to its omission and felt a maximum wage cludoo 10 § 175.18(b) (1) become appl1-
rate should be establlshoo by the Office cable as of the effective date of the 
of Education and L'lcluded in tht! regula- regulation. The wording of the final reg
tlons. Another -'l)lggested that ,it should Ulationllas been revised to eliminate cito.
be set annuallYl.':-Y the Comrn1ssloner. tions to dates occurring prior to its pub-

Response. It has been determlnoo that Ucatian. 
there Is no legal authority for the Office 
of Edtl"atlon t.o impose a maximum W\l~~ SECTION 175.19 LulrrA'lION ON 'l:1U 

... NUMlIEIl OF HoURS OJ' ElDLOY1IUNT llmitatlon. 
Comment. One commenter suggested Comment. Many commenterl! objected 

that the minimum wage rate permitted to the inclusion In this section of the stip
under the program shoull1 be set at $3.00 watlon that during periods when a. stu
per hour. dent's classes are in session the student 

Resoonse. The commenter's SUggestiODmay not work more than an average of 
was not adopted. The Commissioner Is of 20 hours per week averaged over the pe
the view that the mInimum wage rates nod of enrollment fOl' whlch the College 
set out in the regulation which parallel Work-Study award was received. (One 
the Federal minimum wage law are more commenter endorse« the proposed llmt .. 
appropriate. ,tatton.) A number of eommenters who 

Comment. Several commentem 00- objected felt that although tew students 
jected to th~ inclusion in· the regule.tiOM w!)uld wOl'k more than 20 hours per week 
of a mJnlmum wage rate schedule hlgh1!1" during pel'!ods when they were enrolled 
than the subminimum wage which In- in classes, the financial aid officer should 
stltutlons are permitted to pay Ml-t1me . have the option to permit a greater num-. 
students under the Fair Labor standa!~ ber of hours in instanCe<! where the stu
Amendments of 1974 after receiving per- dent's need, academic schedule, and other 
mission from the SecretarY ot -LabOl". factors seemed to warrant'lt. Others felt 
Some commentel's added that this re·" that the proposed regulation would limit 
quirement would create 1\ situation In a student to \.an aver!l.ge of twenty 
which College Work-study s-/;udents hours per week if he were to eT.U'Oll In a 
would receive higher pay for the smme dass or two during his summer vacation 
work than students in institutional em:, l\)erIod. Many of the corwnenters nl"gued 
plOyment Pl'oJn'BDtS. others felt that the tnat since Congress had, in the Educa
requirement that an institution seek ap.< tion Amendments of 1972, remCivoo a 
proval from the Commissioner of E!:Iuca- ftft\.~en-hour aV(lrage without replacIng It 
tlon 10 order to employ full-time stu- with a higher average maximum Dum
dents at the $u'i>rninimum wage rate un- bel' ot hours, the Insertion of a twetlty
der the College Work-Study ~m Im- hour limitation 'waa a violation of CI)1<1-
posoo an unwarranted duplication ot gresslonallntent. 
efrort upon the institution. Respomr.. In response to the concern 
R~pome. In response to tbe com- ezpressed by the !1naDclaJ aid commu

menters' o'ejectlontl, the flnal retIUlatton nlty at large on this Issue, the final regu
has been changed to provide that if the latton nas been revised to provida that. 
Secretary of Laoor haa established a sub- In exceptional circumstances, a student 
m1nim~ wage rate under provJsiona of may be employed wader the program for 
the FaIr Labor Standards Act for all1 more than tWi,;llty hours per week dur
categorY of students at an institution, Ing periods when his classes are in ses
such submlnlmum wage rate Wall be the slon. The financial aid omcer may deter
minimum. wage rate for that eatego1;7 of l1l1ne that such excep:t.\onal clrcum
students who are employed under the stances exist If', aner considering all of 
Co1\:ege Work-Study ~ at that in- the student's rellourees and an other ft
stitutlon.- It should be noted, how~ver, nanclal aid the institution can make 
that while the College Work-Study Pro- aVallable to him, his need Mmains so 
gram permits participation by stUdents great tbst I~ cannot be met with earn
enrolled on at least a half-time basis, the ingS from a job of t"Went'y hoUl:'S per week 
submlnlmum wage prov!sioM of the Fair and that such extrs work WIll not have a 
Labor Standards Amendments of 197" deleterlOUll etrect on his health and aca, 
are addressed to the employment of lull- demlc progress. 
time stUdents only. Since lnst!tutiona Blcnol'( 175.20 EumNGS A7l:RIBtlTAI!LJ: 
IllUSt make Jobs under the program rea-
sonably available to all needy studel)t.s, 1'0 COST or EDUCATION 
there Is the t,lO!!slbntty ot a "!!tuatlon In Comment. Many commenters obJecte'd 
which full-time students and half-time to the requirement In the proPosed regu
students would receive different ratea or tatton that costs mcldEmtal to obtaining 
vay for the same work. earnings under t-be program during sum., 

Comment. One commenter assumed mer vacation periods or ot.'lel' Suc~ ~ 
that the rnlnlmum wage rates stated In nods when the student Ia not enrolled In 

classes may not exceed 20 P'Jrcent of the 
student's gross income >ir $200, whichever 
13 less. A substantial nu~ber of com
ment;(!rs argued that such a Hmft""tIon 
would eJ1mlnate opportunities for sum
mer employment espeCially tor indepen
dent students and for those dependent 
students wbo lived away from home dur
Ing periods in which their class!:.'S were 
not In session. Many alternatives were 
proposed for regulating the amount of 
maintenance costs which coUld be per~ 
mitted tram College Work-Study earn
Ings and for dlfrerentiating between the 
amount to be allowed for dependent stu~ 
dents lIldng with parents and fo. inde
pendent' students and dependent stu
dents not Hving with their parents. 

Respome. The omce of Educatlon'rcc
ognizes that a porticlD of a student.'s 
summer Coliege Work~6tudY ear:nlngs 
will of necessity be requ,troo for summer 
maintenance costs. At the same time. 
however, it must. be kept in mind tha.t the 
purpose of this program as stated in the 
authorizlng statlJte Is to promote tJtI'" 
PI!.rt-tlme employment of student~ who 
al'l~\ in n~ 1.>f earnings from such em
ployment to meet their cost of education. 
If a substantial portion of II· -student's 
sumoler College Work-Study eamlIl6'11 
were to be dlssipa.ted through summer 
maihtenance expenses, this fundamental 
p'urpos\~ for which the progrt,m was 
established would not be achieved. Nor
maU:>r, any de?:)endent -1ltUl'tetll:, employed 
under th\, program during his summer 
vacation period should be placed in ,\\ job 
which win permit him to live with hIs 
parents. In such a situation the limita
tion on eX'l'-endltures for maintenance 
costs Included In the propt'lSed regulation 
Is not.wireall..<rtlc. In some Instances, such 
as ;'n the case of a studenl. from a rural 
araa, no emplos'ment opportunities may 
exist within cor.runutmg distr"nce ot h12 
parents' home ar~d in such cases a hjgher 
allowance for maintenance costs may be 
warranted. 

In the case c~ an independent student 
whose neoo Is snall/.zed on the baats of a 
twelve-month budget., the costs the stu
dent Incurs durLng a summer' vacation 
period are included In, the computation 
of his need, and theref'ore shoUld not be 
deducted from the amount he earns tor 
that period. 

The limitation on the amount of Col~ 
lege Work-Study earnings w~lch IDII.Y be 
expended as costs incidental to obtaining 
employment during summer vacation 
periods or other peIiods of non~erlroll
ment has been held at the level stated 10 
the proposed regulatlop., except that tho 
financial aId olficer has been given the 
opUon ta permit a hlghez' level of such 
cosi;s under exceptional clrcumsts.nces. 
In such Instances, as for example where 
the'studeIlt Is unable to llve at home, the 
student's actual lncldental costs may be 
deducted, except that ill no event may 
such costs exceed \4a percent of gtOiI8 
earn.tngs or $400, whichever 1.,,. 11!S!J. 
SECTIOl'( 175.21 PAYKENTS TO STUll~rra 
. Comment: One commenter' requested 
clnrification of the use ot payments fXl 
kind to students UDder the program. 
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• Response. The 1nBtltution Jnay con
tribute Its share of the compensation Qf 
any student employed under the College 
Work-Study Program in 'the form of serv
Ices and equipment provldei:l by the in
stitution to that student employee. Any 
s'lich PQyment must be support.ed by ade
quate documentation. In no case may any 
such Payment consist of remittal of a 
charge assessed against the student ex
clusively because of his employment 
under the College Work-Study Program. 
EXamples of permissible noncash pay
ments include forbearance in the col
lecting of tuition or any portion thereof, 
room and board charges or any portion 
thereof, fees normally charged to all stu
dents, and the provision of books and 
supplies which are not normp,lly fur
~llshed free of charge. 

If the amou.nt of the institution's non
cash contribuUon Is less thnn the required 
institutional share of the student's gross 
earnings, the 1n.~tltutlon must contribute 
in cash the difi'erence between the re
quired share of the student's gross earn
ings and' the acttlal noncash' contribu
tion. 

If the institution's noncash contribu
tion to anyone student In anyone pay 
period exceeds 20 percent of that stu
dent's earnings in that pay period, the 
balance may be claimed as a noncash 
contribution toward that student's earn
Ings during any subsequent pay period. 
:F'OI' example, the institution may carry as 
a recc!vable all of a student's tuition for 
one semester and claim a noncash con
trlbutIun equal to Its share of that stu
dent's gross compensation for each pay 
periGd -until the total of SUch shares 
equals the amount of tuition receivable. 

All amounts claimed as noncash con
trlbutlon~ mnst be supported by adequate 
documentation, such as acknowledgment 
of receipt. si~ned b~' the student em
ployee to !!upport an amount credited to 
hi~ ,account. 

Comment. Two commenters objected 
to the requirement in § 175.21<c) of the 
proposed, regulation tl1at the institution 
obtain from the student 1\ written ac
ceptance of the award and the terms un
der which it Is granted. Both comment
ers felt the requirement Imposed an un
necessary administrative burden on the 
institution. One 'commenter suggested 
that, In a community college with an 
open-door admission policy permitting 
late enrollment, the requirement would 
cause an undt~e postponement In the 
ews student's assumption of his du
ties and result in an Inconvenience to the 
employer, or cause the employer to look 
elsewhere to fill a postion. Another com,
ment was that sinc(! such a statement 
was !lot required for regular institutional 
studel1t employment it resulted in a form 
of discrimination against needy, low-in
come students employed under the-Col
lege Work-Study Program, 

Response. The proposed regulatjpn was 
not changed. The requirement seli forth 
In § 175.21 (c) provides the institution 
with a written acknowledgement that 
the student is aware of 'the rights ~nd 
obligations of his award under the Col
lege Work-StudY Program. The require
ment Is simllar to one set forth in 
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§ 1'16.1 'l(b) of the Supplemental Grant ment and require that the Federal share 
regulations and In § 144.15 of the pro- of student compensation paid to students 
posed National Direct Student Loan employed by off-campus agencies be re
regulations and In § 144.15 of the pro- duced by the runount o! the off-campus 
corpora ted Into the student's general agency funds which remained on deposit 
8tatement of acceptance of the aid pack- at the institution at the close of the fiscal 
age. year. . 

SECTION 175.22 LIMITATION ON THE Response. The carryover of off-campus 
FEDERAL SHARE OF Sl'UDENT COMPENSATION agency funds held on deposit by the in

stitution 1Ir the arrangement described 
Comment. One commenter questioned by the COLUmenter Is not prohibited by 

whether § 175.22 (c) (1) (1li) authorized § 175.22 (d). nor Is the refunding of any 
the assessement of an administrative fee excess contributions to the off-campus 
to off-campus College Work-Study em- agency. 
ployees. Comm.ent. One commenter, citing 

Response. The commenter's question § 175.22(e) of the proposed regulation, 
appears to result from a misreading ot requested a clarification of the proce
this section. As indicated by the term dures to be followed by an institution for 
"such organization" In § 175.22(c) (1), requesting a Federal share In excess of 
the costs of adminlstratioli ih excess of eighty percent ·as a "developing 1nBtitu
three percent cited in § 175.22(c) (1) <iiD tion." 
may be recovered from the off-campUS Response. No change was made In the 
public or private nonprofit organization 'proposed regulation. No additional pro
employing the student, if the off-campus cedures for applying for a Federal share 
organization agrees to pay such costs. No in excess of eighty percent will be re
fee, compensation, or gratuity of any qulred, since such a re'1ut::stwill be part 
kind may be SOlicited or accepted from. of the regular application process. 
any student as a consideration or pre· Comm.ent. One commenter objected to 
requiSite for employment under the Col- the use of II. standard based on parental 
lege Work-study Program. This prohibl- Income In determining Inetitutlonal eUgi
tlon Is set forth In § 175.23(b) of the bility for a Federal share in excess of 
regulations. eighty percent under § 175.22(e) (1) (ll). 

Comment. A number of commenters The commenter felt that a criterion based 
requested clarification of the meaning on parental income would work to the 
of § 175.22(d) and several questioned the disadvantage of institutions having a 
statutory authority for Including it:- large percentage of self-supporting stu-

Respnnse. The paragraph questioned dents. 
by the commenterG 19 intended to prohibit Response. The ·regulatlon was not 

. an institution from making a profit on changed. The criterion in ~ 175.22(e) (1) 
the off-campus portion of its College (m stipulates that the Commissioner 
Work-Study Program. Section 441 (a) of may approve a Federal share in excess 
the Act states that the purpose of the of eighty percent if an institut!Qll dem
Work-Study Program Is to stimulate andonstrates that at least fifty percent of 
promote the part-time employment of its students enrolled on at least a half
students who are in need of eamings time basis have parents whose annlIal 
from such employment to pursue courses adjusted gross Income does not exceed 
of -study at e1ig1ble Institutions. It is not $7,500 per year. This regulation is in
a purpose of the progrrun to provide a tended to provide an opportunity for 
source of profit for the instItution. Sec- Jnstitutions with a large proportion of 
tion 444(a) (8) authorizE:S the Comm1s- students from historical conditions of 
sioner to Include in his agreement with great financial need to obtain additional 
each participating institution such other Federal funds to meet the needs of those 
provisIons as he deems necessary or ap- students. This regulation Is based on an 
propriate to carry out the purposes of assumptIon that wtitutlons with large 
this part. This paragraph of the regula- proportions of such students typically 
tions is Intended to provIde that any and usually experience greater difficulty 
excess funds received from an nfl-\Jam- in raising funds to provide the institu~ 
pus agency shall be used eithel' as later tional share of College Work-Study ex
payments for students or to -reduce the pendltures than do institutions whose 
Federal share. The paragraph has been students come from more prosperous 
revised to clarify this intent. families. 

Comm.ent. One commenter described a 6u:'l'tON 175.25 MAINTENANCE OF EFFORT 
situation In which off-campus agencies 
employing students woUld deposit funds C'omment. One com.'Uenter questioned 
at the beginning of the fiscal year with whether, in computing maintenance of 
an institutiDn to be held in trust by the . effort, an Incre'8Se in a program of state 
irultltution and used to provide the 20 grants directly to students could campen
percent non-Federal matching share sate for a'reductlon In an institutionally 
plus necessary empluyer .costs. Under the administered grant program at a state 
arrangement any funds rema1n1ng with supported 1nBtitution. Another commen
the institution at the end of the fiscal ter suggested that because of necessary 
year were to be carried over to the next 1Bstitutional administrative involvement 
fiscal year and supplemented by an ad- In the administration of state scholar
dltlonaJ contribution from the off-c~m- llhip programs, funds from such pro
pus agency sufficient to continue to pro-
vide a 20 percent non-Federal matching grams should be Included as institutional 
share plus employer costs. The com- funds In maintenance of effort calcula
menter questioned whether § 175.22(d) tions even when the selection of recip
would prohibit such a carryover arrange- 1ents is made by a state agency. 
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Respome. Section 494 of the Act seta 
forth a maintena.nce of elJoti require
ment for the Jnstitution "'in its own 
scholarshlp and student ald program." 
The purpose of this requirement is to 
insure that ftnanclel aid provided under 
the Work-Study Program will supple
ment, rather than replace, existing insti
tutional student assistance progralIl$. To 
be considered as part of Its "own schol
arship and student aid program" ·a 
source of aid must be under the control 
of the Institution. All an index of deter
mining 1rutltutlonal control the Office of 
Education asks whether the institution 
has responsibiHty for selecting the recip
ients and determining the amount of aid 
each will receive. Funds from a !State 
IIcholarship program may be considered 
as institutional funds and included in 
maintenance of effort calculations In 
those instances where the institution 
chooses the recipients and determines 
the amount each recipient will receive. 
A program of State grants dirp.ctIy to 
students In which the institution did not 
choose the recipient or determine the 
amount of the grant would not be in
cl\lded in maintenance of elJort calcula
tions and therefore would not compen
sate for a reduction in amounts awarded 
from institutional programs. . 

Comment. One commenter suggested 
that the regulation should include pro
visIon for waiver of the maintenance re
quirement for publlc institutioDl! when 
appropriations supporting such instltu
tton$ are reduced. 

Response. No change was made in the 
regulation. The Intent of the mainte
nance of efrort provision Is to prevent 
Federal funds from being substituted for 
other fund3, including other publlc 
funds. 

Comment. One commenter suggested 
that the Institutiom\l matchJng share 
required for Federal student aid pro
grams s.'lould be specillcally included B.II 
"instItutional funds" for maintenance of 
(;Jrort calculations. 

Response. No change was made in the 
regulation. It is felt that the more all
inclusive terminology in § 175.25(d)· is 
sUfficient to indicate that the matching 
amounts cited by the commenter are to 
be lncluded in maintenance of elJort cal
culations. 

Comme»t.· One eommenter recom
mended that FederallY Insured Student 
Loans made by institutions be exempt 
from inclusion in mainteltlallce of effort 
calculations if the Capital for such loans 
was acquired from non-Institutional 
sources such as loans from organlZatlona 
external to the institution. 

Response. The SUggestion Wl!.8 not 
'~dopted. Provision Is included In I 175.25 
(0) (2) of the regulation for the institu
tion to substitute alternate son..-ees of aId 
111 an amount equal to the average an
nual amount of loans mad# by the in
stitution as a direct lender under the 
Guaranteed Student Loan Progioa.m dur
ing its 3-year base period. 
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In addition to the aboye questlw"":, the s.crx0lf 175.28 F.isCAL PltOCEllt1UlS .\lIII 
Commissioner hal! altered the language R&colUllJ 
in § 175.25 (b) (2) concernin3 a mainte-
nance of effort wah-er wben the Instl:- Comment. A nllIliber of comm.entera 
tution no longer participates al! a ~ objected to the five-year period ot reten
lender in the Gtv.!-ranteed student Loim tlon of recorda set forth in 11'15.28(0) (2) 
Program. Thls revision Is made in order as excessive. Some commenters ques
to clarify the point. that such a walyer tioned whether it would be permissible 
Is to be granted by allowing an inlItitu- to dispose of record!! in a shorter'period 
tion to malntain.1ts three-year average of .tlme If they had been reviewed In a 
through the inclusion of alternate sources Federal audit and all audit questions 
of financing which normallY would not were considered resolved by the Office.of 
be considered as institutional schol- Education. 
arshlp or student financial aid, rather Response. The proposed regulation 
than by. permitting the Institution to was not revised. The period of record 
maintain a level of elJort which Is lower ret!mtion is identical to the record re
than its three-year average. . . tentlon requirements in section 434(a) 

of the General·Edu,cation Provisions Act 
SECTION 175.26 TRANsPD 01' FtmDll (20 U .s.C. 1232c (a) ) . 
Comment. One commenter recom- Comment, A number of commenters 

mended that the 10 percent transfer op- suggested' that the requirements set 
tlon cited in § 175.26 be expanded to in- forth In § 175.28(d) that program trans
clude the National Direct Student Loan actions be audited no less frequently 
Program, as well as the College Work. than once every two years should be RC
study and Supplemental Grant Pro-. companied by s prescribed audlt format 
grams~ a.nd a procedure for reimbursing the ill-

Resllonse. No change wa.s made in the stItutlon for the cost of the audit. 
regulation. Section 496 of the Higher Ed- l~esponse. In response to the commen
ucatlon Act authorizes the transfer of ters' concern § 175.28 has been revised to 
funds only between the Work-Study and requlre that the audit format prescribed 
Supplemental Educational Opportunity by the DREW Audit Agency sha.ll be 
Grant Programs. It does not include the us.,"'<l" in officlal audits of the Institution's 
National Direct Student I,oan Program. CDllege Wort-study Program. Copies or 

Comment. Two conunenters sUggested t.nis format may be obtained from the 
the inclusion of a regulation permitting DREW regional office serving the Insti
a deficit eltJ)endlture to be recovered in tution. While the Office of Education 
the next fiscal year or a carryover to the recognizes the validity of Institutional 
next fiscal year of up to 10 percent of the comrlaints concerning the cost of a pro
Institution's Federal Work-Study allo- I gram audit. the authotizil1g statute does 
cation. not permit the recovery of such costs In 

Response. The suggestion was not excess of the three percent payment In 
adopted. The Commissioner lacks statu- lieu of reimbursement for administrative 
tory authority to permit a deft"lt ex- expenses cited in § 175.27 of the regula
penditure ot a Federa.! College Work- tlon. 
Study allocation. If an institution ha.s all. Comment. Several commenters ques
unexpended balance in its Federal Col-, tioned whether the regulations """Quld 
lege Work-Study allocation for a given apply retroactiVely nnd expressed con
ftscal year, the unexpended amount will cern \\bout instltutlonall1ab11lty for pro
be reallocated to other institutions 111 the cedures not required by statute and 
State. whic}, had not been included In previous 

·SECTION 175,27 USE or FuNDs 
Comment. Several comment.enl ob

jected to the three percent adminlstra
tlve exPense allowance as Inadequate 
and recommended that It be increased to 
five percent. one of the commenters sug
gest«! that the funds should be speci
fically earmarked solely for the a.dm1n1s~ 
trative use of the institution's financial 
aid office. 

Response. These suggestions were not 
adopt.ed. Section 493 of the Higher Edu
cation Act sets the percentage of the 
administrative expense anowance, and 
provides that the funds are a payment in 
lieu of reimbursement for an institu
tion's ~mlnistM.tlve expenses in uperat
ing the Work-Study PrOgram. Since the 
amount Is a payment for expenses pre
sumed t.o have already been met by the 
institution, there Is no requirement that 
the funds be spent fOl' the S!UDe purpose 
for which the original expenses were 
incurred. 

regulations. 
Resp0n8e. The procedures for estab

lishing the effective date of these regula.
tions are set forth below. Prior to the 
effective date the institution reoains re
sponsible for administering the program 
in accordance with the terms of the 
statute and the relevant previously pub-
lished regulations. . 

B. Adoption 01 regulation. After con
sideration of all comments, the Commis
sIoner hereby adopts ',he proposed regu
lation which was published In the FED
ERAL REGISTER on October 14, 1975 with 
the changes noted above. This regulation 
is set forth below. 

C. Effective date. Pursuant to section 
431(d) ot the General Education Prov1~ 
sions Act, as amended (20 U.S.C. 1232 
(d», this regulation has been trans
mitted to the Congress concurrently with. 
Its put!icatlon in the FEDERAL REGISTER. 
That section provides that regulationlJ 
subject thereto shall become effective on 
the fonq.-1lfth day fol!owIngthe date of 
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• such transmission, subject to the provi~ 
810ns therein concerning Congre.ssional 
Mtion and a.djournment. 
(Catalog ot F'Cderal' Domootlo Asslst.QI1ce No. 
13.f63 Higher Education Work-stuay (Col~ 
lege Work-Study Program) ) 

Dated: May 24, 1976. 

T. H. DELL, 
U.S. Commissioner 

of Education. 
Approved: August 13, 1976. 

MARJORIE LYNCH, 
Acting Secretary oj Health, Edu

cation, and Welfare. 
Part 175 of Title 45 of Code of Fed

eral Regulations .is amended to read as 
follows: 
Sec. 
1'15.L Purpose and objectives. 
1'15.2 Definitions. 
1'16.3 Allotment at Federal fur.dB to 

States. 
175.4 Alloca.tlon, reollocatlon, and payment 

ot funds to lnetltutlonB. 
1'15.5 Institutional appllcatlolll!. 
175.6 FUnding crlterla. 
175.'1 Apppl1catlOJl review and 'approval ot 

175.8 
176.9 
1'15.10 

'176.11 
17li.l2 
17&.13 
~70.1' 

request. 
Institutional Ilgreement. 
Ellglblllty and selection of etudents. 
Specialilessions. 
Cost ot education. . 
Expected tamUy conti'lbu~lon. 
.... pproved need analysis SyetelllB. 
Coordination at Etudent financial aid 

poograms, .. ward amount and over
award. 

1'16.15 Coordination with Bureau of Indian 
AffairS [;rants-In-ald. 

1'16.16 Program ellg1blllty. 
1'15.1'1 Eligible employment. 
lTo.IS Eetabllshment ot wage rates. 
Ino.IS L1.mltatlons on th!' number ot hours 

at employment. 
1'10.20 Earntnga attrlbutable to cost at edu

cation. 
170.21 Payments to etudents. 
1'111.2:l L!nlltatlons on the Federal share of 

student compensation. 
1'16.23 Nature and source ot fnst1tuUonal 

share of etudent compensation. 
'1'15.24 ""Federal lntereet In allocated funds. 
1'J!i.25 Maintenance at effort. 
1711.26 Transfer of funds. 
1'T5.27 Use or funde. 
11ll.llO Flseal procedures and recordS. 
m.29 Termlnatlon and suspension. 
Appendb: a Allotment of funds to States 

for tiscal year 1972. 
Appendb: B Model off-campus agreement. 

Al:JTBOIIl'X'Y: Beo. «1-«6 ot Pub. L. 89-3:l9, 
Title IV. 79 Stat. 1219. r.a amended (0&2 U.B.C. 
2751-275f3), unless otherwise noted. 

§ 175.1 Purpo8e and objeclives. 
(a) The purpose of the College 

Work-StudY Program is to stimUlate and 
promote the part-time employment of 
titudents. particUlarly those with great 
financial need, who are in need of the 
f'.a.rningS from such employment in order 
to pursue courses of study at el.lgible 
institutions. 

(b) Tilis PUl'PO!'...u wm be promoted 
through the development of student em
ployment programs designed to meet the 
following ob}l\Ct!ves: 

(1) Provide financial aid for ellg1ble 
students through combining the earn-
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ingll from, pa,rt..time employment with 
other forms of financial assistance to 
enable students to meet their educa
tIonal expenses without the necessity of 
incurring an unduly heavy 'burden of 
indebtedness; and 

(2) Broaden the r'ange of worthwhile 
Job opportunities for quallfled students 
in employment for the institution Itself 
(except in the case of proprietary insti
tutions of higher education) or for pub
llc or private nonprofit organizations. 
(f!l U.S.C. 2751-2750) 

(j 175.2 Definhions. 

For the purposes of this part: 
(a) "Academic year" means a period 

of time generally of not less tha.n 8 
months 1n which a full-time student 
woUld fiormally be expected to complete 
the equivalent of two semesters. two tri
mesters, three quarters, or 900 clock 
hours of instruction. 

<b) "Act"-means Title IV, Part C of 
the Higher Education Act of 1965, as 
amended. 
(0&2 U.S.C. :l751-2706) 

(c) "Area vocational school" meatlB
(1) A specialized high school used ex

clusivelY or principally for the provision 
{)f vocational education to persons who 
are avaUable for full-time study in prep
aration for entering the labor market, or 

(2) The departmen~ of a. high school 
exclusively or principally iised for pro
viding vocationa.l education 10 no less 
than five di1Ierent 1)ccupat.!onal tl;!lds to 
persons who are available for full-time 
IItUdy in preparation for entering the 
labor market, or 

(3) A t\!lchnical or vocational sclitlol 
used exclusively or principally for the 
provision of vocational education to per~ 
,sons who have completed or left high 
school and who are available for fUll
time study 10 preparation fo~ entering 
the labor market, or 

(f) The department or division of a 
j~or oollege or conlDlun1ty college or 
university Which provides voeational 
education in no less than five different 
occupe.i1ona1 fields, under th~ super
v1Bion Iii the state Board, leading to im
medJate employment but not necessarlly 
leading to a baccalaureate degree-if 
8uch a school is avallable to all residents 
of the &tate or a.n area of the state desig
nated and epproved by the State Board, 
and if, Ln the case of a schooL Clepart
ment, or division described in ':I.~bpara
!l'8.ph (3) or (.) of this paragraph, it 
admits as regular students both persons 
who have completed high school and 
persons who have left high school. The 
term "State Board" as used in this defi
nition means a state Board for voca
tional education designated or created 
by state law as-·the sole state agency 
responsible for the adm1n1stre.tion of 
vocational education, or for lIu].\el'Visl011 
of the ad.tn1n1stration thereof by local 
educational agenCies in the State. 
.(0&2 U.S.C. 27153; 20 U.s.o.lH8) 

'<d} "Ba.stc Educational Opportunity 
Grants Program" melUlll the program 
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authorized by Title IV-A, Subpart 1 of 
the Higher Education Act of 1965, as 
amended .. 
(:l0 U.S.C. 11)70a) 

(e) "Clock hour" means a period of 
time which is the equivalent of (1) a 50 
to 60 mlrLUte class, lecture, or recitation, 
or (2) a 60 to 60 mlnut~ facUlty SUper
Vised labomtory, shop. tra1n.lng, or in
ternship. 

(!) "Dependent student" means a. stu
dent who does not qualify /lS a "sel!
supporting or Independent student" as 
defined In para.gi-aph (w) of this sectIon. 
(42 U.S.C. 2'151-2'156) 

(g) "Eligible institution" or "institu
tion" means an institution of higher 
education, an area vocatior.al school, or 
a. proprietary instiu;t:v~ vi higher edu
cution. 
{0&2 U.S.C. 2753(b» 

(h) "Expected famUy contribution 01 
a dependent studen~" meo.ns the sum of 
the amounts WhiC~l reasonably may be 
expected from the student and his 
spouse t~ meet the student's cost of edu
cation as described In § 175.11 and the 
amount Which reasonably may be ex
pected to be made available to him by 
his parents for such purpose. 

(1) "Expt.'Cted family contribution of 
an Indepe4dent 'Or self-supporting stu
dent" means the amount which reason
ably may be expected from the student 
and his spouse to meet the student's 
cost of education as descr.ibed In § 175.11. 

(j) "Financia.l need" means the diiIer
ence between a student's cost ot educa
tion and his expected famUy contribu
tion •. 

(k) "Full-time student" means a. stu
dent who Is carrying any combination of 
courses, research, or special stUdies 
which, according to the standa.rds i$nd 
practices of the institution 1n whtuh the 
student is enrolled, 18 eonsidered tull
time study. 

(1) "Good standJns" mealli;, with re
gard to Q student, that the !nSt!tut.ton in 
which the student is enrolled h9.8 deter
mined that (1) the wldent is e!iglble, in 
accordance with its own standards and 
pre.ctices, to continue in att.endance at 
the institution, and (2) the student is 
making measurable progre6S toward the 
completion of his course of study. 

(m) "Graduate or professional stu
dent" means, in general. a student who is 
enrolled In an academic program of in
struction above the college level which is 
provided at an institution of higher edu
cation. The term includes (1) that por
tion of any program Involving a penod of 
study beyond four years of study a.t the 
college level, or (2) any portion of a pro
enun leading to (i) a deln'ee beyond the 
bachelor's or first professional degree. or. 
(H) a first professional degree, when at 
least throe years of study at the college 
level are required for entrance Into a. prO
gram leading to such degree. 
(0&2 U.S.C. 2701-2706) 

"(n) "Gua1!Ulteed Student Loa.n Pro
aram" means the student loan program 
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authorlzed by Title. lV, Part B of the 
Higher Education Act or 1965. 
(20 U.S.O. 1071-10B7~2) 

(0) "Halt-time graduate student. .. 
mearu a graduate or professional student. 
who 18 Ca.frying a.ny combination of 
coarses, research, or special studies 
which, a~eording to the standarcl3 and 
practices of the institution in which the 
student 11\ enrolled, Is coooidered hal!
time graduate study. 

(p) "H~\lt-time undergraduate stu
dent" meatls an undergraduate student. 
who Is carrying a halt-time undergrad
uate academic work load measured !n 
terms of (l) the tUition and fP.e:9 cus
tomarUy charged for such hrut-time 
stlldy by the institution and (2) the 
course work or oWler required activ
ities as determined by the Institution 
in which the student Is enrolled; Pro~ 
vided, however, 'Y'hat such source wr·,lI: 
an(l activities amount to the equivalent 
of a minimum of (1) 6 semester hours 
or 6 quarter hours per academlc term for 
Institutions uUlizlnlr semester, trimester, 
or quarter hour systems; (ti) 12 semester 
hours or 18 quarter hours per academic 
year for institutions wWch measure prog
ress in terms of credit ~ours but which 
do not utilize semester, trimester, or 
quarter systems; or (ill) 12 clock-hours 
per week for inst1tuU!)ns which utilize 
clock hours to measure progress. 
(20 U.S.O. 10SS(e) (:/» 

(q) "Institution of bigher education" 
menns an edUcational institution in allY 
State which (1) admits as regular stu
dents only .persons having a certificate 
ot' graduation from a school vroviding 
secondary education, or the recogn1?ed 
equiValent of such a cert11lcs,te, (2) Is 
legally authorized within such State to 
provide a program of education beyond 
secondary education, n} provides an ed
ucational program for which it awarJs 
n. bachelor's degree or- provides not h':S3 
than a two-year program which Is ac
ceptable for full credit toward such n. 
degree, (4) is a public or other nonvrofIt 
institution, and (5) m 18 IlCcred1ted by a 
nationally recognized accrediting agency 
or association, or <ii> in the CBlle ol a 
public institution o1Jering postsecondary 
vocational education, is approved by a 
State approval agency recognized by tho 
Commissioner as a rellable authority as 
to the quality of public postsecondary vo
vatlonal educaUon In that .state, or (rn) 
is an Institution with respect to which 
the Commlssloner bas determined that 
there Is satisfactory assurance, consider
ing the resources avallable to the lnstltu" 
tion, the period oC tlnie, if any, during 
which it lJas operated, the effort It is 
mnklng to meet accreditation standards, 
and tbe purpose lor which th18 determi
nation is being made, that the institution 
will meet the at::credltatlOD. standards of 
such an agency or association within a 
"lll!.SOnable time, or ttv> Is Il.'n institution 
whose crecUts are accepted, on transfer, 
by not less than three institutions which 
are so ac:crecUtcd, tor credit on the same 
balds lUI If transferred from an 1DJ1t1~ 
tution so accredited. 
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The term "lnstituti()D of higher educa
tion" also includes any school which pro
vides not less than a one-year progrrun 
of tra1n1ng to prepare students for gain
ful employment in a recognized occupa
tion and wWch meets the provi<;ions of 
subparagraphs (1), (2), (4), and (5) ot 
this paragraph. Fer purposes of this parl 
a one-year program ot training means a 
program of studY In which a student w11l 
receive supervised tr.a1n1ng totaling at· 
least 900 clock hours of Instruc:tlon. The 
term "Institution of higher educatlon" 
also includes any proprietary institution 
of higher education, as defined in para
graph (v) of this section which has an 
agreement with the Commissioner con
taining such terms and c.:>ndltlon:; as the 
Commissioner determines to be necessary 
to Insure that the availability of assist·· 
ance to students at the school under th18 
part has not resulted, and will not result, 
In an increase In the tultt ,n, lees or other 
charges to such students, 
(20 U.S.C. l067-1(b). 1088(b) lind 1141(11» 

(r) "N&tlona.l Direct Student J...oan 
Program" means the student !CiilU pro
gram authorized by Title IV, Part E of 
the Hlgher Education Act of 1965. 
(20 U.S.O, (1087 a.a-tr) ) 

(s) ''Nll-tional of the Unit.."1l statea'! 
means (1) a citizen at the United states, 
or (Z} a person who, though not a citizen 
of the United States, owes permanent 
a.llegilUlcc 1.0 the United Statel!.. 
(8 U.S.C. 110j (a) (2.:1) 

(t) "Nonprofit" as applied to a school. 
agency, organlzatton, or lnst.l.tution. 
means a sc.l}ool, agency, organization, or 
Institution owned and operated by one 
or more nonprofit corporations or asso
ciations no part. of the net earnings of 
which inures, or may lawfully inure. to
the benefit or any private shareholder or 
IndividuaL 
(;.10 U.S O. llU (0» 

(u) "Parent" means the mother or 
father of the student, unless any other 
person, exc~pt the student's spou'.e, pro
vides IDQre than one-half ot. the stu
dent's support and claims Q~' 15 eligible 
to claim the student as an exemption tor 
Federal income tax purposes, In which 
case such person :;hall be considered a 
parent. 
(42 U .s.0. 27li1-2766) 

(v) "Proprietary institution of hIgher 
education" means a school which (1) 
provides no.t 1e3S than a sJ.x,.month pro-
gram l)t tr.alning tv prep!a'~ students tor 
gainful employment in a recogni2ed oc
cupation, (2) admits as regular students 
only,peroons having a cert11lca~ of srnd
uation- trom a school providIng second
ar.y educAtJon or the recognized eqUiva
lent of such a certlflc:l.te, (3) Is lega.lly 
authorized by the State in which it Is 10-
ca.ted to provide (~ progr9Jll of education 
beyond secondary edt'catlon, (4) Is ac
cred\;;t!d by a nationally recognl.7:ed ac
credit1n~ agency or a.s.~oclatlon ilpproved 
bJ' the Commls.sioner for this ;purpose, 
(5) fa not; Ii public or ct.het nonprofIi 

institution, and (6) has been in existence 
for at'least two years. FOl' purposes of 
this part a siX-month program of train
ing means a program of study, which 
does not include such study by. corre
spondence, in which a student w1l1 receive 
supervised training totalIng at least 600 
clock hours of Instruc\;ion. or, 1 the cllSe 
of a program offered by correspondence, 
a program of study r'Cltu1:ing at least 600 
l.lours of preparation. 
(20 u.s.O. 1088(h) (3» 

(w) "Selt-supportIng or Independent 
Student" means a. stUdent who: 

(l) Has not and w1l1 not be claimed 
as an exemption: for Federal income tax 
purposes by any person except his or her 
spoUlle for the calendar year(s) in which 
aid is received and the calendar year 
prior to the academlc year for which 
aid is requested; 

(2) Hs.s not rooeived and will not re
ceive finl1.nclal lI.SSismnce of more than 
$6(}!} from his or her parent{s.) in the 
calendar year(s) 10. which ~d Is received 
and the calendar year pri( r to the acr.
demlc year for whIch aid is requested; 
and . 

(3) Has not lived or w1ll not live for 
more than 2 consecutive weeks in the 
home of a parent during the calendar 
year In which aid 18 received a.nd the 
calendar year pJ.'ior to \;he academJc year 
for which aid 15 requested. 

For purVOSeB of thiS paragraph, a stu
dent will not be considered to have 
been claimed as an exemption by a par
ent, or to have received $600 from a 
parent, or to have llvezi with a parent 
if that parent has cUed prior to the 
student's submission ot an application 
!or employment under the College Work-
Study Program. . 
(42 U.S.O. 2751-2756) 

(x) "State" means, in addition to the 
seven;\l States of the Union, the Distrlct 
of Columbia, the Commonwealth of 
Puerto RiCO, Guam, American Sa.moa, 
the Trust Territory. of the Pa.c11lc Isianda, 
and the Virgin Islands. 
(20 u.s.c. 1141 ('0): 20 U.S.C. l088(a» 

(y) "l3upplgmental Educational Op
portunity Grant Program" Is the grant 
program authorized by Title IV, Part A, 
Subpart 2 of the Higher Education Act 
of 1965. 
(20U.B.C.1070b) 
(42 U.S.C. 2751-2756, unlesa otherwise noted) 

§ 175.3 Allotment .of Federal funds to 
StatES. 

(a.) InftfaZ aUotmentll. From sums ap
propriated to carry out this part f~r a 
fiscal year, not to exceed 2 percent will 
be allotted by the Commissioner among 
Puerto Rico, Guam, american Samoa, 
the Trust Territory of the Pac11lc Islands, 
and the Virgin Island!!, according to their 
respective needs for a.ssistar.ce under this 
part. In addition to such sum, an a.rnount 
w1ll be reserved to vrovtde Work-Study 
asststaD.ce to students who reside in, but 
attend eligible institutions outside of, 
American Samoa or the Trust Territory 
of the Paciflc' Islands. The amount 80 
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reserved will be allotted to ellgible insti- approved requests for funds 8B a result 
tutions and shall be avaUable 0Dly for ·of the allotment under ·subparagraphs 
the purpose of providing Work-Btudy 88- (1) and (2) of this paragraph so that 
slstance to such students. The remainder no State w11I receive lelis Ulan a uniform 
of the sUms will be allotted among the m.In1mum percentage. of ItI!· total ap
States as provided in paragraph (b) of proved request~ for funds. 
this section. For the purpose of com-· (e) Reallotment. The amount of any 
putlng this allotmlmt, the Commissioner State's allotment which has not been 
will use information for the most recent granted to any 1nstltution at the end 
yea.r {or which satisfa'}tory da~ are of the fiscal year for which appropriated 
available to him.. will be. reallotted by the Commissioner 
(42 U.s.C. 2752) to those l'ematrmg States which received 

the lowest percentage ()f approved re
(b) (1) Initial allotment to State8. QUests for funds under paragraph (b) of 

Ninety percent of the sums remain1ng this section in such a maI\ner that no 
&fter the allotment 1)[ funds under para- State will receive less than aunifonn 
graph (a~ of this section will be allotted minimum percentage of 1ts totaJ. ap-
as follows: proved requests for funds. . 

(1) One-third will be allotted by the (d) For purposes of paragraphs (b) 
Commissioner among the states so that and (c) of this section, the term "state" 
the allotment to each state un~er this does not include Puerto Rico, G~, 
clause w11I be an amount whien bears American Samoa the Trust Territory of 
the same ratio to such one-third as the the Pacific Isiands. and the VI.rg1n Is
number of persons enrolled on a full-. Jands 
time basb In 1nstltutions of higher edu- . 
cation in such State bears to the total (42 U.S.C. 27(2) 

number of persons enrolled on a full- i 175.4 AllOO.!tioli, reallocation, IIUld 
time basis in institutio~ of higher edu- payment of funds to inatitutiona. 
t'.Jl.tion in all the States; . f tit tt . 

(Ii) One~third will be allotted by the (a) Allocation of funds to 718 U OM. 
• t When funds available for distribution 

Commissioner among the 6ta.es .so tha -among the Institutions within a state are 
the allotment to each state unaer this not sufficient to honor all approved re
.1llause will. be an amouut Which bears the ts f i titutions within b'Uch S·tate 
aame retio to such one-third as the num- ques 0 ns , 
ber of high school gr!lQuates (as defined such sums as are available will be d1s
in section 702 (f) of the Higher Educa- -...tributed on a pro mta basis among all 
tiOD Act of 11/65-formerly section 103 institutional applicants in the state in 
(d) (3) of t.he Higher-Educo,tion Faclli- the same ratio that the total t.unas avall
ti~ l ... ct of 1963) of such State bears t-O able: for the State, including any reap
the t;otal number of such high school portionment..,. bears to the total approved 
~duates in all the States; arId requests for that State. . 

<UD One-third will be allotted by the <b) Reallocation 0/ lunds. Funus allo-
CoInlDissioner among the states so tbat cated. to an instltut'on which the Insti
the allotment to ea.ch state under this tution anticipates will not be used by the 

. clause will be an amount which be&:rs. end of the period for which sur.h funds 
the same ratio to such one-third as the were made avallable may be reallocated 
number of related. children under 18 on an equitable basi.! to other !.n.st1tutions 
years of age living in families with in that State. 
annual 1ncomes of less than $3,000 in (c) Payment ;)1 lunds. Funds will be 
luch state bears to the number of re- made available for a specific period of 
Jared children under :1.8 yeru-s of age time as determined by the Comm.issioner 
living in tamllies with annual incomes of and may be payable in advance or by way 
less than. $3 000 In all the states. of reimbursement on the basis ot IUb'-

, . etantiated need and periodic f\.scal re-
(2) If the Bnlount allotted to any _-+e" ubmitted. b" the institution. state under subparagraph U} of this )'V • .., SJ 

paragraph is less thB.!l its allotment (f2 U.S.C. 2'156) 

under section 442(b) of Title IV. Part c, «175.5 Instil'Glional.ppUeations, 
of the Higher Education Act of 1965 for • 
1l&::a1 year 1972, additional sums will be (a) An institution that wishes to par
&l1otted to each such State trom the t.1clpate 10 the College Work-Study Pro
sums remaining to make its allotment gram shall tile an application with the 
for such year equal to its allotment CoIIlI';1lss1oner before the closing· date for 
for fiscal year 19'72 under secUon 442(b). such appllcations estabUshed annually by 
(See Appendix A for the amounts allotted the Comml.ss.loner. Such appncation shall 
to each State under such section 442(b) . contain the following information and 
for the fiscal year ending June 30, 1972'> sha.J.l be in such form and contain lIuch 
In the event that the funds available are other information as the Comm1ss1oner 
msuf!1c1ent to meet that level, the Com- Inl?>oY from time to timP. prescribe: 
missioner w11I instead allot the rema.1n- - (1) The institution's requests for Fed· 
Jnir IlUInS 110 that no State will receive eral student ftnanclal aid funds under 
less t.be.n a UD1form m1n1mum percent- this part, the Supplemental Educational 
age of its fiscal year 1972 allotment Opportunity Grant Program, the Na-. 
lmder section (-42 (b) . tion.al Direct Student Loa.n Proiram. 

(3) The CommiBs1oner will allot the and its anticipated disbursements under 
lIums remaining, 1! any, after the allot-. the. Basic Educational Opportunity 
ment of funds under paragraph (a) of Grants Program; 
thlll section and subparagraphs {l) and (2) The in.stItution'lI anticipated en
(:!) of this pamgraph, to th(l6e State(s) roDment for the fortbco~ aead.emle 
wbleh race1ved the lowest percentage ot Year; 
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(3) The anticipated number of en
rolled students eligible for employment 
under the College Work-~tudy Program; 

(t) The institution'15 .verage coot of 
education, Including a Justification of per 
student costs in exCess of $175 for books 
or $450 for personal expenses for an aca
demic year; 

(5) The anticipated number of stu
dents to be. employed by the institution; 

(6) The anticipated number of stu
Cents to be employed by public and pri
vate nonprofit organizations other than 

. the 1nstitution; 
(7) An estimate of the average amount 

which reasonably may be expected to be 
made avafiable by the paren':;s of stu
dents at the 1nstitutlon who are expected 
to be eligible for employment under this 
part; 

(8) The anticipated amount of stu
dent need to be met through employment 
under tWs part; 

(9) The amount of financial assist
ance awarded by the 1nstitution from Its 
own scholarship and student aid pro
gram,s for the most recent academJc 
year for which lllformation is a,aUable; 

(10) The anticipated amount of other 
financial assistance available to stu
dents with financial need at the Institt:
tioIl, such as State scholarsh.lPG, Veter
an's Benefits, and ofI-campus employ-
ment; -

(11) The average unmet need per stu
dent; if the average amount of unmet 
need exceeds $200, the explanation for 
this situation; =d 

(12) The qualifications of the profes
sional personnel who will be administer
ing-the College Work-Study Program. 

(b) The appllcation shall be signed by 
the official authorized to submit the ap
plication .and by the 1nstltution's Director 
of Student Financial Aid, and shall con
tain the name of the lnd1v1dual or official 
who shall be responsible for the receipt, 
custody, and disbursement of Federal 

-funds. . 
(c) Notwithstanding the requirements 

ot paragraph (a) of this section. all in
tJtitution may file an applicatIon omitting 
the information required by subpara
graphs (4) (7), (1(1), and {lI> of para
naph (a) of this section it ell it has re~ 
ceived an allocation under this part 1'::11.' 
P.t least the two academIc years prior to 
\:be ace.demJc year for which assistance is 
requested, (11) tt Is requesting not more 
than 110 percent of its approved request 
for the previous acad-.m.lc year, and (ill) 
it has flIed an application eonta1n1ng the 
information required by paragraphs (11.) 

(4), (7), (10), and {It) of this section 
for one of the three precediJl&' academic 
Jea.rs.. 
(42 U.!I.(l. 2700) 

§ 175.6 Funding criteria. 
Institutional appllcations for funds 

under this pari; will ;,e reviewed in ac
cordance with tine tollowing criteria: 

(a) The reasonableness of the in
atltution's request for P':ederal stUdent 
financial aId flmds under this part (1) in 
HeM of ttl! reqtlests under the Supple
mental Educational Opportunity Grant 
Proeram arid the National Diroot 
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student Loan Program, and (2) in re
lation to the institution's anticipated 
enrollment, its average coot of educa
tion, and the average expected family 
contribution of its students eligible under 
this part; 

(b) The reasonableness of the in~ 
stitution's projections of its anticipated 
enrollment and of its average cost of 
education aIld the average expected 
fam1ly contribution of its student.'!" eli
gible under this part; 

(c) The reasonableness of the antici
pated number of stud~nts eligible for 
employment under the College WO,rk
Study Program in view of the 1!\.!ltltu .. 
tion's anticipated em'ollm~t~ 

(d) The reasonablenf.!li~1.it ~M 1}.n"1ll1.L'lt 
of the average compeng!;t.itltl ~j~WiI~f;jj1i 
in relation to the- av~mgf; netd Vii\' 
student at the institutiQ~. l<ft~" tnki:!!.fl 
into account other aV~iln.b1.~ lYf:(ttl~illi 
financIal aldresom'ces: 

(e) The extent to wh!i!h trill {~iHr: 
tion has efi'ecth'ely ut1lJ.zed ~~illHII l1v 
nancial aid i'\.;nds allocated in previoUi! 
years; 

(n The adequacy of the reasons pro
'¢.ded by the institutIon pursuant to 
§ 175.5(a) (4) and (11); and 

(g) The extent to which the institu
tion has effectively administered or mad.e 
provision for the effective administration 
of the program, including effective co
orcUrui.tion with institutional and other 
programs of student financial ald. In 
making this evaluation, consideration 
will be given to the adequacy D! the 
qualltlca tions and experience of. the per
sonnel designated by the institution to 
adm1n1ster the program. 
(42 U.S.C. 2756) 

§ 175.7 Application review and apll.tOv
al of request. 

(a) (1) The Commissioner will con~ 
vene panels ot qualified persons in each 
ot the regions served by regional offices 
ot the Office of Education to review ap
plications submitted under this part by 
institutIons situated in those regians. 
The review panel shall evaluate each in
stttutiCffils request for funds in accord
ance with the criteria set forth in § 175.6 
and sha.lI rccommeud an amount which 
it deems ap.proprlate. 

(2) No panelist shall participate In 
the consIderation of any application 
from his own institlltion or any applica
tion from any nther institution which he 
has prepsred or assisted In preparing or 
In which he has any personal or financial 
interest. 

(b) Institutions which rue applica
tions for !und.1ng under this part will be 
notified of the amount recommended by 
the review panel pursuant to paragraph 
(a) of this section. If the amount recom
mended is less than the institution's re
quest, the reasons for such a reduction 
will be forwarded to the institution. The 
institution shall notify the 1'-'lgional office 
of the Office of Education serving the 
area in which the institutIon is located 
iJf'UlY IU"ithmel;1c or other technical er
rors with regard. to the panel recom
mendatiOns. The regional office will ad-
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just the recommendation to correct suc11 of any facility as is used or is ~.o be used. 
errors. for sectarian Instruction or all /l place 

(c) If an institution wishes to request for religious worship; 
a Ieview of the panel's recommenGatlon . (2' Provide that flmds received by the 
for other than arithmetic and technical institution under this part will be used 
errors it shall submit a written request solely tor the purposes specified in, and 
for such review to the regionru office of· in accordance with, the provislIJns of thls 
the Office of Education serving the area. part; 
in which the l'LlStitution is located within, (3) Provide that in the selection of 
such time 9~ may be specified by the students for employment under the 
Commissioner. The request for review College Work-Study Program preference 
may include 1Ltltlitional Information shall be given·to students with the great
relevant to the recommendation. The re- est financIal need taking into account 
gional office will review such requests grant assistance provided such student 
and will notify the Institution in writ- from any public or private sources; 
.tug of its recommendation and the rea- (4) Provide t.'lat employment under 
I;OIlll therefor. the College Work-Study Program shall 

(d) (l) If an institution wishes a re- be furnished only to a student who
¥!I<w Q~ t4l! !"~gional office recommenda.- (1) Is in need of the earnings from such 
!!.'1R ll1uQ!i pUI'stla.ni t.Q i:'ID'tUl!'!!'Pl:1 (c) of employment in order to pursue a course 
~ il!l~~()r;, it may request Ii review by a of study at such institution (taking into 
~at1oIial I~'iiI~W p-Ii,pet SUch a national consideratIon· the actual cost of attend
rev1$¥; l';\~~!l1 !1g9Jl Ilop.slst of institutional ance at such institution) : 
~tudlmt,dmu.lclal aid ofilcenl from each of. (1l) Shows evidence of academic or 
ini§:!'!nnOD3 lim'Vtd OY th~ Office of Educa- creative promise and capability of mainy 
tlQ~ liild pe1'9~fl..nBl gt thli OIDtl!'! Qf mIning good standing in such course of 
EduC'1l,tloa .' study while employed under the program 

(2) A request for national reView shaIi covered by the agreement; and 
be submitted in writing by the institution (ill) Has been accepted for enrollment 
to the regional office of the Office of Edu- at the institution as at least a half·-time 
cation serving the area 1n which tbe in- stUdent or, in the case of a student al
stitution is located within such time as ready enrolled in and attending the in
may be specified by the Commissioner. stitution, Is in good standing an"d in at
However, no additional Information be- tendance there as at least a half-time 
yond that given to the regional office by student on an undergraduate, graduate, 
the institution pursuant to paragraph or professIonal level ; 
(c) of thls section will be considered. (5) Include prOvisions which specify 

(3) The national review panelwlll re- that the institution will comply with the 
view such requests and notify the institu·. provisions of this part contained in 
tion and the Commissioner of its recom- §:t. 75.25 r~lat1ng to maIntenance of effort 
mendation and the reasons therefor. and § 175.27 relating to costs of adminis-

(e) The Commissioner will establish tration; . 
an approved level of funding (approyed (8) Provide th~,. the Federal share of 
request) for each applicant institution compensativn of studente employed 1.'1 
taking Into consideration the recom- the College Work-Study Program in ac
mendation- of the relevant panel or re- cordance with the agreement will not ex-
g:\onal office. ceed 80 percent of such compensation; 
(403 U.s.O.2756) except that, the Federal share may ex

ceed 80 percent of such compensation it 
the Commissioner determines pUl'Suant 
to § 175,22 thll.t a F'ederal share in excess 
of 80 pe,',\Jent is required in furtherance of 
the pur(,oses ot this part; 

§ 175.8 Institutional agreement. 
(a) An institution of higher education 

which desires to pQ.l'ticipate in the Col
lege Work-Study Program shall enter 
into an agreement wIth the Commis
sioner for that purpose. Such agreement 
sba.D.: . 

(1). Provide for the operation by the 
institution of a program for the part
time employment of its students in work 
for the lru,tJtution itself (except in the 
case of ... proprietary institution of 
h1ghel' enl1cation) or work in the public 
interest for a public or private nonprofit 
organl:.!:ation under an arrangement be
tween the institution and such organiza
tAon, and such work: 

<i) Will not result in the displacement 
of employed workers or impair existing 
contract·s for services; 

(11) Will be governed by such condi
tions of employment as will be appropri~ 
ate and reasonable in light of such fac
tors as type ol work performed, 
geographical region, and proficiency of 
the employee: and 

(ill) Does not involve the construction, 
operation, or maintenance of so much 

(7) It,clude provis.!ons desIgned to make 
emplo.<nnent under the College Work
study Program, or equiV&lent employ
ment offered or arranged ·for by the in
stitution, reasonably available (to the 
extent of available funds) to a.lI eligible 
students In. the Institution in need there-
of; and . 

(8) Include such other provisions as 
the Commissioner sha.lI deem necessary 
or appropriate to carry out the purposes 
of this part. 

<b) An agreement entered into pur
suant to this part wit.lJ. an area voca tional 
school shall contain, in addition to the 
provisions described in paragraph (a) of 
this section, 11 provision that a student 
in such a school shall be eligible to par
ticipate in a program under this part 
only if the stUdent--

(1) Has a certificate of graduation 
trom a schOOl prl)viding secondary edu
catioD or the recognized equivalent of 
such a certi1lcate: and 
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• (2) Is pursuing a program of educa
tion or training wl:.ich requires at least 
six months to complete and Is designed 
to prepare the student for gainful em
ployment in a recognized occupation. 
(20 U.s.C. 2754) 

. § I 75.9 Eligi~ilily and selection of stu
dents. 

(a) Eligibility. 1\. student enrolled 1n 
90:1 institution of higher education is 
eligible for part-time employment under 
this part if such student-

(1) Is a national of the United states, 
i~ in the United states for other than a 
temporary purpose and intends to·· be
come a permanent resident thereof, or 
is a permanent resident of the Trust 
Territory of the Pacific Islands; 

(2) Has been accepted for enrollment 
as at least a half-time stu.dent at the 
Institution or, In the case of a student 
already attending the institution, is en
rolled as at least a half-time student and 
is In good standing as al~ undergraduate, 
graduate, or professional student. 

(3) Shows evidence of academic or 
creative pron$e and is capable. in the 
opinion of the institution, of maintain
ing good standing In such course of study 
while employed under this program; and 

(4) Is 1n need of the earnings. from 
such employment in order to pursue a 
course of study at the institution. 

(b) Eligibility of area vocational 
school students. A student enrolled in an 
area vocational school is eligible for part
tlrile employment under this paJ;t if, in 
addition to the conditions described in 
paragraphs (a) (1) through (4) of this 
section, such student-

(1) Has a certificate of graduation 
from a school providing secondary edu,
cation or the recognized equivalent of 
such a certificate; and 

(2) Is pursuing a program of educa
tion or training which reqUires at least 
6 months to complete and which Is de
:signed to prepare the student for gain
ful emplC'JIIlent in a recognized occupa
tion. 

(c) Programs of study abroad.. A stu
dent participating in a program of study 
abroad will be considered to be enrolled 
in his "home" institution if (1) the pro
gram of study abroad Is arranged or ap
proved in advance by tQe home institu
tion and (2) the student's academic per,. 
formance during the program of study 
abroad becomes a part of his permanent 
academic record at the home institution 
in the same manner as if performed at 
that institution. 

(d) Need. (1) In determining whether 
a student is in need as described in para
graph (a) (4) of this section, the insti
tution shall take L1Ato account the stu
dent's actual cost of education at such 
institution as described in 1175.11 and 
his expected family contribution as de
termined pursuant to § 175.12. 

'(2) A member of a religiGUS com
munity, society, or order who by direc
tion of his or her community, .society, or 
order is pt!rSuing .. course of study in an 
institution or who receives support and 
maintenance from the cornmun1ty, so-
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ciety, or order shall t,e deemed not w will complete his course of study during 
have financial need.. such special session or (2) w1ll be en-

(e) Institutional responsibility. Each rollf:d, or has been accepted for enroll
Institution participating in the Coll~e ment, at the institution as at least a 
Work-Study Program shall be responsi- half-time student for the regular session 
ble for determining the eligiblllty of the following such special session. 
students participating In Its program re- (b) The institution may provide em
garciless of whether the students will be ployment under this part to' a student 
engaged in work for tlle institution itself during a special sE:ossion preceding a 
or for a public or private nonprofit reg-ular sessTon during which the student 
organization. will be studying at an eligible program 

(f) Selection. An eligible institution of stady abroad if l.he student otherwise 
shall make employment under the Work- meets the requirements of paragraph (a) 
Study Program, or equivalent employ- of this section. . . 
ment offered or arranged for by the insti- (c) If the institution provides employ
tution, reasonably available (to the ex- ment under this part to a student during 
tent of available funds) to all eligible a speclal'session in 'which he is'not en
students in the institution in need there- rolled as at least a half-time student at 
of. In the event that requests for em- that institution, It shall maintain a 
ployment exceed available funds, the written record demonstrating that it ac
institution shall give preference in the cepted the student for enrollment as at 
awarding of employment to those of its least a half-time student dUring the 1'01-
students with the greatest financial need. lowing regular session and that the 
In determining such need the institution student accepted ,sUCh offer; Provided, 
shall take in!;!:: account grant assistance however, 'lhat the institution shall re
provided such student from any public frain from furn1.sh1ng such employmen·t 
or private source including grant funds to a student if it has evidence that he 
which the student is entitled to reoe!.ve . does not intend to honor his acceptance 
under the Basic Educational Opportunity of such offer and shall immediately 
Grants Program, whether or not he has terminate such employment if it becomes 
applied for such funds. The institution's aware of such evidence after the employ
selection procedures shall be uniformly ment has begun. 
applied, set forth in writing, and main- (U u.s.c. 276.) 
taIned in the files of the institution's of-
flce which selects student aid recipients. § 175.11 Co8t of edueation. 
All applications for employment under (a) The amount required to enable a 
this _part shall be maintained on file by stUdent to pursue his education at all 
the Institution as specified in § 175.28(c) institution of higher education includes 
(2) . amounts charged for tuition arid fees. 

, the amounts cha ... ged by the institution 
(f2 U.S.C. 2754) or the expenses reasonably incurred for 

(g) Affidavit. No employment may be room and board, books, supplies, trans
made .available under this part unless the portation, R.'1d miscellaneous personal 
student to whom it is made avalla.ble ~ expenses, and expen:;es related to 
filed with the institution of higher edu- malntenance of a student's dependents. 
cation which he intends to attend, or is (b) In the case of a student engaged in 
attending, an e.fIl.davIt on a form ap- a program. of study by correspondence. 
proved by the Commissioner stating that only his costs of tUition and fees shall be 
the money attributable to such employ- recognized as a cost of education for the 
ment will be used solely for expenses re- purpose of this part: Provided however, 
lated to attendance or continued attend- That travel and room and board costs 
ance at such irutitution. The student incurred specifically in fulfillment of a 
must sign the afIldavIt in the presence required period of residential tra.l.ning 
of a notary or other person who·18 lega.lly may be considered a cost of educatIon 
.authorized to s.dm1n1ster oatruJ or affir- for such a student. 
mations and who does D.ot take part in (c) If a stUdent Is enrtllled in a pro
the recruiting of students for enrollment gram of study outside the United states 
at such institution. The notary 01' other which has been determlned to be an eli
person must enter his Irlgnature and, as gible program pursuant to § 175.9(c), his 
APplicable, his seal or stamp on the am- cost of education may not eXl~eed h.f.j; cost 
davit form. of education at his home campus. 
(42 U.S.C. 2764; 20 U.S.C. 1088g) (U U.s.C. 2764) 

§ 175.10 Special sessions. § 175.12 .Expected family.col.ltribution. 

(a) During a period of nonreguIar en- (a) Dependent at!Ulents. In de~rm1n-
rollment (special session), such as '11. Jng the amount of income and net as
summer or equivalent vacation period sets that should reasonably be made 
or the full time work period of a coopera- avaUable by the dependent student, the 
tive education program, a student will student's spouse, and the.student's par
~ eligible for employment under the ents to meet that student's cost of educa
Colle He Work-Study Program if hetion, the student flnancl.a.l aid omcer 
meets the elfg1bWty requiremenm of shall take into collBideratio~ 
1175.9 and (1) was emolled and was In (1) Any serious illness ill the family 
attendance as at least a half-time (!amlly members include the student. 
stud. ent at the institution d'-'h~ the pre- the student's spouse, the student's par-............ ents, and persons for whom the pe.rent 
ceding period of regular enrollment 'may claim an exemption under swtion 
(regular session at that institution and 151 of the Internal Revenue Code); 

FEDERAL REGlmR, VOL. 41, NO. 1 Tl-WEDNESDAY, SEPTEMBER 1, '1976 



36888 RULES AND REGULATIONS 

(2) The number of dependent cMdren tending instHutions of higher education. 
of the student's parents; For.purposes of t;his section, the expected 

(3) The number of such dependent famUy contribution calculated according 
children attending instltuti9ns of higher to the Income Tay. System shall be an 
education; and amount equal to the amount 'of Federal 

(4) Such other circumstances as may income tax paid by the parents of a stu
affect the ability of the student, the stu- dent, plus 5 percent of such parents' net 
dent's spoulle, and the student's parents assets in excess of $12.500 if such assets. 
to contribute toward the student's cost of do not include farm or business assets 
education.: . . and $25.000 if such .aS5~ts do inolude 

(b) Independent studenta. In deter- farm and business assets. except that no 
mining the amount of 'income and net more than $12.500 may be deducted from 
assets that should reasonably be made non-farm and non-business assets, and 
available by a self-supporting or inde- any amount the stUdent is reasonably 
pendent student and that student·s able to contribute. ' 
spouse to meet such student's cost of ed- (2) The Comntissloner will approve 
ucatlon, the student financial a\<i officer any other need analysis system for the 
shall ta1>:einto consideration: pUrPose of § 175.12(a), for use with re-

(l)" Any serious iliness in the family spect to dependen,!; students, which is 
(family members include the student, submitted in lWcordance with the pro
the student's spouse, and persons for cedures set forth in paragraph (d}- of 
whom the student or spouse may claim this section and which meets the follow
an exemption under section 151 of the ing criteria: 
Internal Revenue Code) ; (i) The system must produce, as its 

(2) '111e number of dependent children standard output, expected parents' con-
of the stUdent; tribution figures for dependent students 

l3) The number of such dependent which: (A) Increase in resaonably 
children attending institutions of higher smooth increments as the parents' fi
education; and nancial strength. measured in real terms, 

(4) Such other circumstances as may increases; and (B) are equal for famUies 
atrect the ability of the student or the of equal meMured financial strength; 
student's spouse to contribute toward the ~ and 
student's cost of educati()n. . (ii) The system must produce ex-

(c) Upon the request of a stUdent who pected parents' cllDtrlbution figures 
does not live with his parents, who visits which. for at least· 75 percent of a set of 
his parents for periods of time no longer sample cases developed and made avall
than those which are typical for adults able by the Commissioner. deviate by less 
visiting their parents, and who does not than $50 from the figures produced for 
receiva from his parents gifts which ex- such sample csaes by the following cal':' 
ceed in value the amounts typically given culations: 
by parents as incidental gifts to their . (A) From the sum of the adlusted 
adult, nondependent offspring, the stu- gross income and' non-taxable income ot 
dent financial aid officer shall make a de- the parents, there will be deducted the 
termination as to whether the relation- amount of Federal income taxes and 
ship between that student and his par- Social Security taxes. an allowance of 8 
ents is of such a nature that it is unrea- percent of total income for state and 
sonable to expect the parents to contrib- -·local taxes, and an amount requlred to 
ute toward his cost of education, regard- maintain the family (exclusive of the 
less of their ability to do so. The student student's maintenance during the aca
'Jjnancial aid officer shali make.the rea- demic year) at the Bureau of Labor 
(;;>DS for such determination part of the statistics consumption cost estimates at 
tnstitution's w.rltten records. In any a low standard of living; 

. event, before nfaking such a finding, the (B) To the remainder obtained in 
student flnanclal aid offi.eer shall make subpare.graph (A) will be added 12 per
sUeh e~Ort.s ii5 ht! deems appropriate to cent of the net market or cash value of 
ascertain whether the student's parents the parents' aasets remalI'Jng after de
ure in fact willing to contribute toward ductton of related debt and a standard 
the student's eost of education. asset reserve of $lO,OOD; and 

ec) The following rate schedule of elj:
(42 '0.8.0. 2754) pected contributions will then be applied 
§ 175.13' Approved need analysis 8yS· to the sum obtained in subparagraph 

tems. (Bl: 
(a) In order to comply wIth the re

quirements of § 175.12 of this part, an 
institution shall utilize a. need analysis 
system or method of calculation ap
proved by the Commissioner for that 
purpose pursuant to this section. 

(b) Dependent students. (1) The 
CommissioD.er has approved the follow
ing systems for the purpose of § 175.12 
(a), with respect to dependent stUdents: 

(i) The Plethod ot calculating,an ex
pected family contribution used in the 
Basic EdUcational .Opportunity Grants 
Program (45 cm Part 190); and 

(in The Income Tax System, if ad~ 
justed to refiect the numbel' of the 
parents; dependent children who are at-

If tb. sum I&

At lCIlBt- Bu ties,; 
than-

The expeeted contrlbntlon Is-

w........ U. 000 22 percent of tbe amount over $0. 
14,000-.... 0,000 $880+25 percent 01 the amount over 

$4,000. 
SlI.(lOO..... 6, 003 $1.130+~ percent 01 the amoun' 

over $5,000. . 
$6.000 •••• _ 7. OGO $1.420+34 percent 01 the amann! 

over $6,000. 
$7.000..... 8, 000 $1.700+40 percent 01 the amonnt 

over $7.000. 
$8,000 ••.•••• : ••• : ••• $2.100+47 perceat of the amount 

over $8)OOO~ 

(U1) In developing the sample ~ 
tor the purposes o£ t.h.IB paragraph, t..'le 
Com.ml.ssioner sh~ select only csaes in 

which the age of the main wage ea.n:;er
is 45 years and in which the elements 
set forth in subparagraph (2) (U) ot this 
paragraph are generally present. Ac
cordingly, caaes will not be selected which 
involve medical and dental expenses, 
csaualty and theft losses, housekeeping 
allowances, farm or business assets, more 
than one family member attenc:Ung post
'secondary institutioD8, Social Security 
or Veterll.ll·s benefits or any unusual 
family circumstance:. 

(iv) In comparing the output. of a 
system lIubmitted far approval' under 
these regulations with the figures for the 
standard sample cases,. an expected pa
rental contribution of less than zero shall 
be treated sa zero. 

(v) The figures for the set of sample 
cases used for purposes of this paragraph 
shall be revised annually for-Inflation 
by adjusting the deductions for family 
maintenance, the $10.000 standard de
duction from assets and the rates of con
tribution from income and assets as nec
essary in such a manner that the revised 
standard expected contributions, ex
p~ssed In constant dollars. remain con
:>tant for families with equal income and 
asset positiOns measured in. constant 
dollars. -

(c) IndependeJlt studentlf. (1) The 
Commissioner has approved the follow
ing systems for the purPOSe of §·175:12 
(b), with respect to independent stu

.dents: 
(i) The method of calculating an ex

pected family contribution used in the 
Basic l1!ducational Opportunity Grants 
Program (,45 cm Part 190) ; 

<Ii) The system of need ana11sis }:\ub
lished by the American College Testing 
Pro"gram; 
..r. (Ill) The system of need analysis pub
lished by the College Scholarship Serv
ice; .. 

<Iv) The system of need analysis pub
lished by the Graduate and Professional 
student Financial Aid Service; and 

(v) The system of need analysis pub
lished by Financial Analysis Service. 
Ine" a division of Donley, Richardson & 
Associates. 

(2) The Commissioner will approve 
any other need analysis system for the 
purpose of J 175.12(b), for use with re
spect to independent students. which 
is submitted in accordance with the pro
cedures set forth in paragraph (d) ot 
this section and which meets the follow
ing criteria: 

(I) The system must lJroduce. as Its 
standll.rd output, expected family con .. 
tribution figures for independent stu
dents which: (a) Increase in resaonably 
smooth increments as the family finan
cial strength, measured in real terms, 
Increases; and (b) are equal for families 
of equal measured financial strength; 
and 

'(ii) The system must produce expected 
family contribution figures which are 
comparable to those produced by olle of 
t.he systems specified in subparagraph 
(1) of this paragraph. 

(d) Application procedures lor system 
approfJal. Any person or institution seek
ing to have a need analysis system ap
proved by the Commissioner pursuant 
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to paragraph -(1)) (2) ,of this section 
shall submit such system to the Commis
sioner prior to June 30 01 each year. 
Such submissions shall consist of suffi
cient 'information to enable the Com-' 
missioner to determine that the system 
meets the criteria set forth In that sub
paragraph, including the expected fam
ily contribution figures produced by the 
System for the sample cases developed 
and made available by the Commis
sioner. Any person or institution seek
ing to have a need analysis system ap
proved by the ·Commission!!!:' pursuant 
to paragraph (c) (2) of this section 
shall, prior to June 30 of any year, sub
mit to the Commissioner sufficient in
formation to enable him to determine 
that the system meets the criteria set 
forth In that subparagraph. On or be
fore September 1 of each year, the Com
missioner will publish In .the FEDERAL 
REGISTER a list of all need analysis sys
tems or methods of calculation which 
have been approved for nse in the suc-
ceeding academic year. ' 

(e) Duration 0/ approval. Need 9,IL'1.l
ysis . systems approved pursuant to 
paragraphs (b) (1) and (c) (1) of this 
section are approved without a specified 
expiration date. A need analysis system 
approved pursuant to paragraph (b) 
(2) pf this s~ction, and included on the 
list published by the Commissioner on 
orDefore September 1 of one year, may 
be used by an Institution (1) In prepar
Ing its application for funds under this 
part which is t.p be submitted on or before 
the published closing date next following 
that September 1; and (2) in deter
mining the eligibility of students for 
employment under this part and In cal
culating the amount of such employment 
to be made available to a stuclent clurI.l"1g 
any academic year commencing not ear
lier than 9 months and !lOt later than 22 
months follOwing that 'September 1. A 
need analysis system approved pursuant 
tv paragraph (c) (2) of this section 
shall be approved for an indefinite period 
of time, but the Commis&loner may re
quest periodic confirmation that the sys
tem remains in compliance with the cri
teria set forth ill that paragraph. 

(f) Adjustments. The institution may, 
in an Individual case, further adjust the 
expected family contribution calculated 
acconting to one of the need analysis sys
tems approved pursuant to this section 
if the student financial aid "fficer of the 
institution has reason to believe that 
such expected family contribution does 
not realistically refiect the ability of the 
student and his parents to contribute 
towards the student's cost of edUCAtiOn. 
Such adjustments shall be documented 
in writing, with an accompanying ex
planation, and made a part of the insti
tution's records with respect to this part. 
(t2 U.S.C. 2754) 

§ 175,14 Coordination of student finan
cial aid prograuu, award amount, 
and over-award. 

(a) Coordinating ot1lcW.l. The inBtitu
'tion shall appoint an official who !ha.ll 
havetheresponsibllity of coordinating 
the program covered by this part with 

it'ULES ANDREGULATIC)";S 

the institution's other Federal and non
Federal programs'o1 student financial 
aid. 

(b) Total awara. The Institution shall 
not award assistance under this part to 
a student In an amount which, when 
combined with all of the resources made 
available to the st .dent from Federal and 
non-.Federal sources, -would exceed the 
difference between the student's cost of 
-education and his expected family con
tribution, as determined in accordance 
with one of the ~eed analysis Ilystems or 
methods of calculation approved by the 
Commissioner pursuant to § 175.13; 
Provided, however, '!'hat In no event may 
the totai amount o~ aid received from 
all Fede;ral and non-Federal sources ex
ceed the student's cost of education. 
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of the IDgher Education Act C20 U.S.C. 
1078(b) ), to exceed $2,000 for the aca
demic year. 

(e) Administrative responsibtlity. The 
Institution's responsibility under para
graph Cb) of this section shall extend 
only to those resources which the in
stitution itself makes available to the 
student, or about which it knows or has 
reason to k!!ow, or can reasonably antic
ipate at the time that the assistance 
under this part is disbursed to the stu
dent. The amount of net earnings from 
any employment provided bl' the insti
tution for any academic year Ilnd/or spe
cial session during which the stUdent is 
receiving assistance under this part 
shall be deemed to haVE! been known 
by the institution at the time of dis
bursement of such assistance. How
ever, an institution will not be deemed 
to have'violated the requirements of this 
section If the sum of a,ll the resources 
made available to the student, Including 
assistance under this part, E'Xceeded that 
student's need by not more than $100. 
(42 U.S.C. 2754) 

(c) Resources. For purposes of para
graph <b) of this sectton, the term "re
sources made available to the student 
from Federal and non-Federal sources" 
Includes, but is riot ltmlted to, the amount 
of funds a student is entitled to receive 
under the Basic Educational Opportu
nity Grants Program, regardless of 
-whether the student has applied for such 
funds, any waiver of tuition and fees, § 175.15 Coordination ,nIh Bureau oC 
any scholarship or grant including Sup- Indian Afl'ail's ~anls-ill-aid. 
plemGntal Educational Opportunity (a) In determining the amount, If any, 
Grants and athletic scholarships, any of College Work-Study compensation to 
fellowship or assistantship, any loan be awarded to a student 'who is eligible 
made under the Guaranteed Student for such employment and, In addition, 
Loan Program (Title IV-B of the HIgher is eligible for an educational grant-In
Education Act) except In cases in which aid under a program administered by the 
paragraph (d) of this sectIon applle.s, . Bureau 01 Indian Affairs <BIA), the in
any long-term loan made by the institu- stitution shall observe the following 
tion other than under the Guaranteed practice: 
Student Loan Program, including any (1) A "package" of student assistance 
loan made under the National Direct will be prepared ill accordance wIth 
Student Loan Program, and any ex- § 175.14 for each such student from re
-pected net earnings from rmployment sources other thl).n BIA grants-In-aid. 
during periods for t'!r.1ch the student In :/H'/,paring slich ;;, 'package, the J.,!'istitu
receives assistance under this part. For tlon shall not take Into consideration any 
purposes of·this section, "pet earnings" BIA grant-In-aid which the student has 
means gross earnings m1n~ required received or is expected to receive and 
withholdings .and any costs inCIdental to such package shall be consistent, as to 
obtaining such earnings. the types and amounts of the respective 

Cd) Treatment 0/ Guaranteed Loans. awards Included therein, with pacltages 
(1) Except as provided In paragraph prepared for students who are not eligi
(el) (2) of this section, loans made ble for BIA grants-In-aid, who have 
under the Guaranteed Student wan lS1miIar levels of financial need and who 
Program shall not be considered to be a are similar with respect to any other 
student resource and may be used to general characteristics used by the In
satisfy the expected famIly contrIbution stitution In preparing such packages. 
of the borrower calculated In accord- . (2) The amount of any BIA grant-In
ance with § 175.13. If the amount of such aid, whether received by the student 
a loan eXceeds the borrower's expected prior to the preparation of the package 
family contribution. only such excess dElscribed In paragraph -Cal (1) of this 
.:hall be COlISidered a student resource. section or subsequent then~to, shall be 

(2) Loans for which Interest benefits supplementary to the package of aid 
are payable under section 428 of Title from other resources, and no adjustment 
IV-B of the Higher Educatioll Act (20 shall be made to such package so long 
U.S.C. 1078) shall be considered a stu- as the total of such package and the BIA 
dent resource and may not be used to grant-In-aid does not exceed the insti
satisfy a student's expected family con- tutlon's determination of the student's 
trlbution t! (i) the borrower has an ad- need (i.e., the difference between the stu
justed family Income of more than dent's cost of education at the institu'tio:u 
$15,000, as determ!ned in accordance and his expected fsmUy contribution) . 
with -spplicable Guaranteed Student' (3) If the total amount of the BIA 
I.oa.n Program Regulations C45 CPR grant-in-aid, when combined with the 
Part 177), or (ii) the amount of the loan package of other a.'lSistance prepared In 
would cause the total amount of the accordance with pa.ragraph (a,) (1) of 
borrower's loan insured by the Commis- this secti.m e.Iceeds the institution's de
sioller, or by a state or nonprofit private termination of the student's need, the 
.!.nstltution ha.ving an agreement with amount of IIUCh excess only shall be de
the ColllIIlll!sIoner und~ section 42S(b) ducted from the package of other assist-
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ance. Except as provided for In subpara
graph (4) of this paragraph. such de
duction shall be done in sequence. so 
that such excess Is first deducted 
from any awards. or proposed awards, 
in the form of loans; if an excess 
still remains after all such loan awards 
have been adjusted.' deductions shall 
next be made from any awards. or. 
proposed a.wards, in the form of work
study; if an excess still remains after all 
such work-study awards have been ad
justed,. deductions shall be made from 
any awa.rd, or proposed award, in the 
form of a grant, other than a gr_nt under 
the BB,{lic Educational Opportunity 
Grants Program. 

(4) If requested by an eligible recip-
. lent, the sequence of deductions provided 
in subparagraph (3) 'of this paragraph 
may be altered if such an alteration more 
adequately meets the need of that stu
dent. 

(b) In .determining. the amount of 
financial need of students eligible for 
BIA grailts-in-aid, the institution's stu
dent financial aid officer is encouraged 
to consUlt with BIA area, Officials who 
are responsible for administering BrA 
postsecondary financial assistance pro
grams and are familiar with the indi
vidual financial circumstances of such 
students. 
(~u.s.C. 2754) 

,175.16 Program eligibility. 
(a) (1) General eligibility of emplOll

ment. Work-study programs conducted 
under this part may, except in the case 
of a proprietary institution of higher 
edtlcation, involve work for t..1J.e institu
tIon Itself, or work in the public interest 
for a public or nonprofit private organi
zation. In the case of a, proprietary insti
tution of higher education the employ
ment provided may involve only. work 
performed in the public interest for a 
public or nonprofit private organization. 
For purposes of this paragraph a, pro
prietary institution of higher education 
also includes any nonprofit organization 
owned or controlled by the proprietary 
Institution or by the corporation, associa
tion, partnership or individual which 
owns or controls the proprietary insti
tution. 

(2) Work for the institution itself may 
include work performed in those insti
tutional operations which are typically 
performed by the institution for its stu
dents but which the institution chooses to 
contract for, such as food service, clean
ing, maintenance and security. if the 
contract between the institution and the 
private contractor supplying that service 
provides m that the contractor will uti
lize a specifiC number of the institution's 
students in carrying out the contract 
and (ii)- that the institution wi" select 
the students to be employed and deter
mine each student's rate of pay, 

(3) If an institution .Is engaged In 
profitmaking activities such as the opera~ 

jJ.on 0, rental of athletic fields, audi
torilIDid, theaters, and parkin« lots and 
the performance of administrative func·· 
tions in connection therewith, employ
ment in connection with such activities 
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shall not be considered work for the insti- pensated other persons not employed 
tution or work in the public interest ex- under this part. If no other person has 
cept to the extent that such employmerit· held or ls holding that position for that 
is connected with events conducted as- employer, such a position is one for which 
part of the educational, cUltural, or ath- most other employers would normally 
letic programs of that institution. . compensate persons holding that position. 

(4) Work in the public interest. Work (b) Work for academic credit. Work 
in the public interest means work that whiCh is otherwise eligible employment 
is devoted to the national or community is not made ineligible solely because it 
welfare rather than that of a particular satisfies a requirement of a degree or a 
interest or group. In no event shall work c.ertificate pursued by the student. 
be considered to be work in the public 
interest if (i) it is primarily for the bene- (4a U.S.O. 2754) 
fit of the members of a limited member- § 175.18 Establishment of wage rlilee. 
ship organization (such as a credit un- (a) Wage rates. Compensation under 
ion, a fraternal or religiOUS order. or a this part shall be computed on an hourly 
cooperative), rather than for the pub-
lic at large, (ii) it"is to be performed for wage rate basis for actual time on tile 
an elected official other than as part of job. Fringe benefits may not be included 
the regullU' administration of Federal. as part of such wage rate. Students may 
state, or local government or, (ill) it is ,not be comPensated on a salary, commis~ 
work for which the political support or sion, or fee arrangement. 
affiliation of the student is a prerequl- (b) (1) Minimum rate. Except as pro-
site or consideration for employment. vided for in subparagraphs (2) and (3) 

(b) General limitations'on emplO1l- of this paragraph. the minimum rate for 
ment. Employment provided under this a student employed under the Work
part-- Study Program shall be $2.20 an hour 

(1) May not resUlt in the displacement until December 31. 1976, and $2.30 an 
of employed workers, the impairment of holll" after December 31, 1976, or such 
existing contracts for services, nor the higher minimum wage as may be re
fl1l1n.g of positions that are vacant be- quired under any aopUcable Federal, 
<la-use the employer's regular employees state, or local legtslation. . 
,a.re on strike. ' (2) The Commission may approve a 

(2) May not involve the construction, rate of compensation lower thau that 
operation, or maintenance of so much established under subparagraph (i) of 
of a.ny facillty as is used or is to be used this paragraph if exceptional circum
for sect.\l-r!!l-!1 instruction or as a place sta...'"lces warrant a, lower rate and the ap
of religiuw; wufi;nip; proval of a lower rate Is not precluded by 

(3) May not involve any partisan or law and is consistent with and promotive 
nonpartisa.n pOlitical a.ctivity assOCiated of the purposes of this part. 
with a candidate or with a contending (3) If the Secretary of Labol' has 
faction or grOup in an election for public established a. subminimum wage rate 
or party office; under provisions of the FaIr Labor 

(4) May not involve any lobbying on Standards Act for any category of stu-
the Federal level; and' dents at an institution. such submini-

(5) Shall be governetl. by such condl- mum wage rate shall be the minimum 
tions of employment, including campen- wage- rate under this part for those 
Bation, as will be appropriate and reason- students. 
able in light of such factors as type of (c) The wage rate es~blished tor 
work performed, geographical region, each Work-Stl1dy position must meet the 
proficiency of the employee, and any ap- requir~ments of § 175.16(b) (5) •. 
plicablc Federal, State, or local leg1sla- (42 U.S.C. 2754) 
tion. 

(c) (1) Agreement. Work foi a. public 
or private nonprofit organizatioD, other 
than work for the insCtution itself, must 
be evidenced by a wdtten i!greement be
tween the institution and the 'employing 
organization containing the conditions 
of such work. (See Appendix B for a sam
ple agreement.) The institution may en
ter into such an agreement only with a 
reliable organization with profeSSional 
direction and staff. 

(2) The institution will be responsible 
for ensuring (i) that any disbursements 
for work performed under such an agree
ment wlll be properly documented and 
(ii) that the work performed by each stu
dent will be properly supervised' and in 
accordance with the requirements of this 
part. 
(42 U .s.o. 2754) 

§ 17~.17 EUgible employnlent. 
(a) General. In ord&' for a position to 

be considered eligible employment under 
thls part, the positloo must be one for 
which the employer normally has com-

§ 175.19 LimimtioJl8 on the number of 
hotll"8 01 employment. 

(a) Except aD provided. in ~aragraph 
(b) (2} of this se<:tion, Work-Study funds 
may not be used to pay a student for 
work of more tha.n an average of 20 
hours per week. averaged over the period 
of enrollment for which the student has 
received an award under this pa.rt during 
periods when classes in which the stu
dent is enrolled are in session, or for 
more than 40 hours per week" during 
periods when such classes a.re not in ses
sion. Work during periods when such 
cl3.'3ses are not in session shall not be 
Jncluded in determining the 20 hour per 
week limitation. 

(b) (1) An inst.itution shall determine 
the number of hours Which an eligible 
student may be employed under this pro
gram.in accordar.r.e with its own stand-' 
ards a.nd practices after considering (i) 
the extent of the student's financial need, 
and (11) the potential harm of a. par
ticular combination of hours of work and 
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• hours of study on a given student's health 
or academic progress. 

(2) Work-Study funds may b~ used to 
pay a student for work In eXClJllS of an 
average of 20 hours pel'" week, but not 
more than 40 hours per week, ifj;he In
stitution determines that, in spite of the 
financial assistance made available to 
the student, the student's financial need 
remaiEs so great that it cannot be met 
from earnings from a Job of 20 hours per 
week, a.nd that such extra work wlll not 
impair the student's health or academic 
progress. 

(c) An institution may utilize its own 
funds to employ students in excess of the 
limitations set forth in paragraphs (a) 
and (b) of this section and a public or 
private nonprofit organization partlciM 
pating in the Work-Study program may 
similarly utilize its own or the institu
tion's funds to employ students in excess 
of such hours. However, in neither case 
may any portian of a students' earnings 
for heurs In exce<;s of such limitatians be 
charged to funds received under this 
part. Any silch payments shan be taken 
into accaunt in determining, pursuant to 
§ 175.14(c), the resaurces available to the 
st.udent. 
(42 U.S.C. 2754) 

§ 175.20 Earnings attributable to ·wet 
of education. 

(a) The amount of compensatian 
earned by a student under this part to be 
appliw against the student's cost 'Of edu
cation shall be the difference between the 
t.tudent's gra!'.'l earnings and any re
quired withholding 'Of taxes and any costs 
incident to 'Obtaining such earnings. 

(b) (D Except as previded in subpara
graph (2) of this paragraph, for a sum
mer vacatian periad 'Or other such period 
during which the stu.dent is nat enralled 
in any classes, casts incident to employ
ment shall he deemed to be the lesser 
of 20 percent (.If the student's gross earn
ings or $200. 

(2) If a student is 'Only able to obtain 
a job where' his actual cast incident to 
emplayment exceeds $200 'Or 20 percent 
of the student's gross earnings, then such 
student's reasanable actual casts incident 
to employment may be deducted from 
gross earnin!lS up to a limit of $400 or 
40 percent of gross earnings whichever 
is less. 

(c) Casts incident to employment in
clude commuting costs between the stu
dent's hame and his place of emplay
ment, the cost of meals at wark, and, if 
the student daes not live with his pal'
~ts, any necessary rent and food pa.y
ments. 

Cd) Net earnings. that Is, groes earn
ings minus taxes and incidental expenses, 
shall be applied against the student's 
cost of education for his next period of 
~tlar enrollment at that institution. 
(f2 u.s.C. 27M) 

§ 175.21 Payments to IJtudenu. 
(al Payments to students shl!.n be 

made at least 'Once a manth. The Fiederal 
share of each payrall disbursement must 
be made by' check or lIim1lar instrument 
wbich may be cashed by the student on 

RULES AND REGULA nONS 

his oWn endorsement wit:hout further re
l!tr1ctlon. Accounting devices or proce
dures which result in the direct transfer 
of the Federal share 'Of student compen
l!atian to expenses or bills are nat per
missible. The institution is re,sponslble 
tor ensuring that each payroll disburse
ment to any student represents the net 
amaunt of wages earned under the. pro
gram during th~ previous payrall peri ad 
whether the wark is far the institutian 
itself or far·a public or private nanprofit 
organization. Funds far persanal serv
Ices shall be cansidered to have been ob
ligated as 'Of the time sUch services were 
rendered. 

(b) If the institution's share of a stu
dent's campensatian is paid by check, it 
shall be disbursed to the student in con
junctian with the Federal share 'Of such 
campensatian. If the institutian's share 
is paid in the farm 'Of tuition, fees, serv
Ices 'Or equipment far an academic periad 
during which the student is emplayed, 
that share shall be contributed priar to 
the close 'Of the student's final pay pe
riod. If such share is in the form of 
prepaid tuitian, fees, serviCes 'Or equip
ment for a forthcaming academic period, 
the Institutlan shall, priar to the close of 
the student's last pay period, give the 
stUdent a statement indicating the 
amaunt of such tuitlan, fees, services, 
and equipment earned" 

(c) Before making employment avall
able under this part far any year to a 
stUdent, the hlstitution shall obtain 
from that stUdent a written acceptance 
of the employment and a signed state
ment indicating that the student received 
notice 'Of the amaunt· 'Of his Canege 
Wark-Study awp.rd, 'Of tbe nature and 
source 'Of the other student financial aid 
made ava1lgJ;>Je to him thraugh the insti
tutian, and of the fact that cantinued 
emplayment under the Callege Wark
Study Program is canditi·ona.l an the re
.cipient's ma.intaining good standing in 
the caurse of study he is pursuing ac
cording to the regularly prescribed 
standards and practices 'Of the 1ru;titu
tion which awarded the employment and 
on the recipient's carrying an academic 
workload sufficient to qualify him as at 
least a ha.I!-tlme student during the 
academic year. 
(42 U.s.C. 2754) 

§ 175.22 Liinitalioru on the Federal 
share of ltudent compensation. 

(a) Except as otherwise pravided for 
under paragraph (e) of this s..."Ction, the 
Federal share of thH compensatian.pald 
to students employed under this part 
trom funds allocated to the institutian 
pursuant to § 175.4 shall nat exceed .80 
percent. 

(b) The Federal share 'Of co~.pensa
twn for employment under tb:1s part 
shall be calculated on the basis of the 
haurly rate paid a rtudent for actual 
time on the jab. The follawing may nat 
be included in determining the Federal 
IIhare: 

- (1) CampensatIon wbich results from 
working mare Ulan ~o hours per week; 

(2) Fringe benefits such B8 pa.1d sici: 
leave, vacation pay and holiday pay; or 
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(3) The empleyer's cantrlbutlon to So
cial Security. warkmen's campensatlon, 
retirement, or any other welfare or 1n
surance programs which must be paid by 
the empleyer on accaunt of a student 
employ.ed under this part. 

(c) If the institution arranges ·em
playment faJ:, its students with a publlc 
or private nonprofit organiz&tian, the 
agreement under which such employ
ment is arranged pursuant to § 175.16(c) 
(1) may provide for the institutian to 
recaver from I,;uoh organization (i) the 
non-Federal share 'Of student campensa
tion, (li) any required employer cantrib
utary costs such as the employer's share 
of Social security or workmen's compen
satian insurance to the extent that such 
costs are paid by the institutian on ac
count of the employment of its students 
by the 'Organization under such agree
ment, and (lin any costs of administra
tian incurred by the institution in ad
ministering such agreement, either di
rectly 'Or thraugh an agent, to the er..cllt 
that such costs exceed 3 percent of the 
compensation paid to stOOents under the 
agreement. 

Cd) Any funds an institution receives 
far a :fiscal year under agreem.ents with 
various emplayer organizatIons wh1~h 
exceed the cost the instItutian incurs 
in paying the noI1-Federal share of the 
campensation paid to it.s students and 
in administering the Work-Study Pro
gram (after taking into accaunt the pay
ment it receives for administrative ex
penses pursuant t.o § 1'15.27 (b) ) shall 
(1) be used to reduce on a dallar for dal
lar basis the... Federal share of compen
sation paid to its students, (2) be held 
in trust far off-campus student employ
ment in the subsequent fiscal year, or 
(3) be refunded to the 'Off. camp'}!! or
ganization which paid those funds to 
the institutian. 

(e) (1) The Commissioner may ap
prove fer an Institutian, pursuant to an 
applicp,tian filed in accordance w:1th 
§.l75.5, .. Federal share 'Of up ta 100 
percent of the campensatian .jlaid to its 
students emplayed under this part if 
such institutian (1) is designated as a 
"develaping institutian of higher educa
tian" In accordance with the provisions 
of Part 169 'Of this title (45 CPR P~t 
169), or (ll) demonstrates that. at least 
!)() percent of its students wha are en· 
.rolled as at least half-time students 
have' parents whose annual adjlli.-ted 
gross income does not exceed $7,fXlO per 
year. 

(2) A Federal 1illllre oi 100 percent 
shl!.ll b2 !.ppl1cable only to such compen
sation IL.~ is paid to students which is 
in excess of (i) the ~aunt of campen
sation paid to students under this part 
during the twelvemonths ending on 
June 30, 1976, 'Or em for instItutians nat 
participating in the College Wark-Study 
Program during the twelve manths end. 
ing an June 30,1976,sucilamountas may 
be specified by the CGmmisslaner. 
(t2 U.S.C. 27M) 

§ 175.23 Nature and 30urce of instituo 
tional Ilhare 01 student compel1B8tion. 

(a) An in$itutlan may use any source 
available to it to pay Jts share or the 

fEOE!lAl REGISTER, YOL. 41, NO. 171-WEDNESDAY, SEPTEMBER I, 1976 



36892 

compensation paid to any students em
ployed under this part. Such share may 
be paid to the student in the form of 
services and equipment (including tui
tion, room, boord, and books) furnished 
by the institution. All amounts claimed 
as non-cash contributions shall be sup
ported by adequate documentation, such 
as a receipt signed by the student em
ployee. In no case may any such pay
ment c,onsist of remittal of a charge 
aS3essed against the student exclusively 
because of his employment under the 
Work-StudY Program.. ' 

(b) No institution shall solicit or ac
cept, or permit, any public or private 
nonprofit organization with which it has 
an agreement pursuant to § 175.16(c) (1) 
to soll!?A~ or accept, from a student or 
a studei:i't's _parents or spouse, any fee, 
~ommission, or compensation of any 
kind, or the granting of a gift or gratuity 
of any kind, as a consideration or a pre
requisite for the employment of a partic
ular student under the program. 
(42 U,S.C. 27M) 

§ 175.24 Federal 'interest in allocated 
funds. 

Funds received by an institution pur
suant to this part, excluding funds au
thotized for admlnlsl;rative exPenses, are 
to be held in trust for the intended stu
dent beneficiary. Such funds may be used 
only for the purposes for which they 
were allocated and may not be pledged 
or hypothecated for any other purpose. 
(42 U.S.C. 2751-56) 

§ 175.25 Maintenance of effort. 
(a} For each fiscal year for which it 

receives an allocation of funds under this 
part, the institution shall continue to 
expend, In its own scholarship and_ 
student aid programs, an amount whIch 
is not less than the average expendlture 
pel' year made for that purpose during 
the three fiscal years preceding the latest 
of the following dates or fiscal years: (1) 
The effective date of any agreement re
quired by section 443 of the College 
Work-StudY Program t42 U.S.C. 2753} or 
section 407 of the :Educational Oppor
tunity Grants Program (20 U.S.C. l067) 
which was in effect on June 30, 1973, (2) 
the fiscal year for. which the institution 
receives or received its first allocation of 
funds under the College Work-StudY· 
ProgICam, (3) the fiscal year for which 
the institution received its first alloca
tion of funds under the Educational Op
portunity Grants Program (!II) U.S.C. 
1061-1067, 1069), or (4) the fiscal year 
for which the Institution receives or re
ceived Its first allocation of funds under 
the SUpplemental Educational oppor
tunity Grants Program (20 U.S.C. 1070b-
1070b-3 if the institution did not partiCi
pate In the Educational Oppllrtunity 
Grants Program in the fiscal Year 1m':' 
mediawly preceding that fisc!\! year. 

(b) (1) The Commissioner may waive 
the requ!rements set forth in paragraph 
(a)-of this section for a fiscal year under 
!lpecial and unusual circumstances, 
such as, where the institution's Inability 
to expend the amount required there
under is attributable to (1) a withdrawal 
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of funds from outside sources (for public me-nt betwe:el;l the institution, and the 
institutions, public appropriatiolllS are fWJ,dlng sourllO. 
not considered an outside source), or (6) For purposes of this section-l!fuiCal 
(ll) a decline in enrollment where the year" means a period beginning on July 1 
institution continued to expend in ita and ending on the following June 30. (A 
own scholp,rship and student aid pro-, f1scal year is designated in accordance 
gram on a per-enrolll'd-student basis an with the calendar yfJar in which the end
amount at least equal to the aversge ing date of the fiscal year occurs.) 
amount eXPended per enrolled student (c) In order to obtain a waiver of the 
during the tb:ree year base period. meJntenance of ,effort requirement set 

(2) Wher~ an institution has faUed to forth in psragra.ph (a) ot this section for 
meet the requirements set forth in par'i!.- a particular fiscal year, an institution 
graph (a) of this section for a particular shall submit to the Commisstoner a re
:fisClll year because it withdrew as II. dttect quest for such a waiver and a description 
lender under the GUaranteed S~.1deD.t of the circumstances justifying such a 
Loan Program, the Commissll)~\"'r may walver. 
waive that portion of the fa1Jw:e that (d) An institutl.on's "own scholarship 
is equivalent to the averag r • am,ount ot and student financial aid progI'am" in
loans made by the institv.tbn as a direct cludes any expenditure of institutiotlal 
lender under the Guar.-.n.teed Student lunds tor scholarships, grants, loans,. tui
Loan Program during the 3 year base twn and fee waivers or remissiOns, and 
period if (1) the W'ltltutioXl. provides employment given to students enrolled 
financial asslstancp. to its stuc:'lentsin an at the institution at; both the graduate 
amount equivalent to the arnount it is IUld uncergraduate level, whether or not 
required to meJntaln pursuant to para- such students are eligible to participate 
graph (a) or thls section through its own in the College Work-Study or Supple
scholarship p.nd student fmancial aid mental Grant progratns. Fund.!l given to 
expenditures and by arranging alte:rna- tbeinstitution from an outside source to 
tive sources of such asslsttmce, and (ii) be used for scholarships or other forms 
the amount of slternatlwJ 1I0urces tha\ of student financial aid. but with respect 
Is included does not excCl~d the amount to which the institution has the authority 
that the Commissioner ITlaY waive. to choose the recipients and the amount 

(3) Where an institutton has failed to such recipients wiD receive, shall· be 
meet the requIrements ~.et forth in paraG deemed to be institutional funds. How
grapb (a) of this sectian for a particular ever, funds received from Federal sources 
fiscal year because lts:authority to par- to be used for stUdent financial aid may 
tlcipate as a direct lender under the not, in any event, be considered as part 
GUaranteed Student Loan Program was of an institution's own scholarship and 
withdrawn by the Commissioner prior to student financial aid program 'for pur
'July I, 1976, the CommiSSioner may poses of paragraph (a) of this section. 
waive that portion of the failure for each (e) (l) An institution may, in accord
such fiscal year prior to July 1,1976 that ance with Its stated practice, 'consider 
is equivalent to the average amount of scholarships and other student financial 
loans made by the institution as a direct assistance given to students who are 
lendt)r • under the Guaranteed Student dependents of faculty members or other 
Loan Program during the 3 year base employees of the institution as either 
period. student financial aid or employee 

(4) Where an institution has failed to benefits. 
meet the l'eqUkements set forth in parQ-' , (2) An institutioll shall include fellow
graph (a.) of this sectloll because its au- ships' and assistantships as part of its 
thority to participate a.s a direct lender program of student financial assistance 
under, the Guaranteed Student· Loan unless It is the stated practice of the 
Prograql was withdrawn by the Commis- institution to consider such holders of 
sioner after June 30, 1976, the Commis- fellow!ships and assistantships as mem
sioner may waive for that fiscal year that be03 of the institution's faculty. In such 
portion of the failure that is equivalent a case payments under such fellowships 
to the average amount of loans made by and assistantships need not be considered 
the institution as a direct lender under financial a~d. . 
the Guaranteed Student Loan Program (3) An election of treatment under 
dur~g the 3 year ,?ase period. The Com- subparagraphs (1) and (2) of this para.
miSSIoner may also waive that amount graph shall apply' to both the base year 
for future fiscal years if (1) the Instltu- period and current year expenditures. 
tron provides financial a.ssistance to its A change of treatment wlll be permitted 
stUdents in an amount equivalent to the only with- the express written approval 
amount It Is required to maintain pursu- of the COmmissioner. 
ant to paragraph (a) through its own 
scholarship and student financial aid ex- (2o-U.s.C.IOBBe) 
penditures and by arranging alternative § 175.26 Transfer of funde. 
sources of such assistance, and (iI) the 
amount of alternative sources that is in
cluded does not exceed the amount that 
the Commissioner may waive. 

(5) For purposes of this paragraph the 
Commissioner wlll consider that the in
Gtltutlon has arranged alternate sources 
of assistance for its studenl:8 if such as
sistance is provided to the institutlon's 
students pursuant to a written agree-

(a) An institution may transfer up to 
10 percent of Its allocation for a fiscal 
year under the College Work-Study Pro
gram to Its allocation of funds for that 
fiscal year under the Supplemental 
Grants Program to be used in accordance 
with the provisions of that latter pro
gram. Such transferred funds may be 
allocated by the Institution between its 
allocations for Initial and continuing 
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• grants as the IDfltltutlon sees fit. SimI
larly. an instItution may transfer up to 
10 percent of Its allocation for a fiscal 
year under the Supplemental Grants 
Program to Its allocation of funds for 
that fiscal year under the College Work
study Program to be used in accordance 
wlt·h the provisions of this part. 

(b) Any amount transferred pursuant 
to paragraph (a) of this section shall be 
reported on the annual I.nstltutlonal 
Flscal-Operations Report required by 
§ 175.28 (b) (2) • 
(20 U.S.C. 10BBe) 

§ 175.27 Use offunds. 
(a.) Federal funds allocated to an in

stitution under this part may be used by 
the institution (1) to pay' the Federal 
share of compensation for the services 
rendere-d by its eligible students em
ployed In its eligible Work-Study Pro
gram, (2) as payments In lieu of reim
bursement for Its expenses In administer
ing the program during the fiscal year, 
and (3) to transfer to the Supplemental 
Educational Opportunity Grant Program 
pursuant to § 175.26. . 

(b) An Institution of higher educa
tion shall be entitled to use as payment 
In lieu of reimbursement for Its admin
istrative expenses for each fiscal year for 
which it receives an allocation under 
§ 175.4 an amount equal to not more than 
three percent of the cQmpensation 
earned by students, Includin ... the Fed
eral share from its allocation for that 
fiscal year and the institutional share 
for both on and off-campus programs. 
However the aggregate amount paid to 
an institution in lieu of. expenses for 
administration under this part and the 
Supplemental Educational Opportunity 
Grants Program plus the amount " .. ith
drawn for such pUrPoses from the insti
tution's National Direct Student Loan 
fund may not in the aggregate exceed 
$125,000 for any fiscal year. 
(42 U.S.C. 2754; 20 U.S.C. 10BBb) 

§ 175.28 Fiscal proeedurea Dnd records. 
(a) Fiscal procedures. (1) The instltu

tiOl.~ shall administer the College Wo'rk
Study Progrrun In such a manner as to 
provide for an adequate system of in
t~mal controls. The various administra
tive procedures shall be divided so as to 
provide for a system of checks and bal
ances under which no person will be re
sponsible for all aspeets of the program. 
The functions of authorizing payment 
and disbursing funds shall be divided In 
such a fashion that no office has re
lponsibllity for both functions with re
spect to imy particular student aided 
under the program. 
. (2) If a fiscal agent is utUized by the 
institution, its function must be limited 
solely to the performance of ministerial 
acts. 

(3) Physical segregation of cash .de
POSitories for Federal funds which are 
provided to an institution is not required. 
However, Institutions shall give nottce to 
any bank In which they deposit Federal 
funds of all accounts in that bank In 
:which such funds are deposited. Thls no
tice can be accomplished in either of the 
following ways: 
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(1) Include in tile name of the ac
count the fact that Federal funds are 
deposited therein:; or, . 

(11) Send a letter to the bank listing 
the accounts In whiuh Federal funds will 
be deposited. A copy of this letter must 
be retained In the institution's illes. 

(b) Records and reporting, (1) Each 
institution shall establlsh and maintain 
on a current basis, adequate records 
which refiect all transactions with re
spect to the program and shall establish 
and maintain such genera.l1edger control 
accounts and related subsidiary accounts 
as are necessary to Identify separately 
all transactions relating·to the program. 
Such records shall: 

(i) Be maintained in such a manner 
as to identify all PrQgram transactions 
separately from other institutional funds 
and activities; 

(11) Be reconciled no less frequently 
than monthly; 

(iii) Include a weekly (or monthly) 
time record showing hours worked per 
day for each student. This form must 
cont.ain a certification by an official of 
the institution (or off-campus agency) 
who is the student's supervisor stating 
that the student has worked the number 
of hours listed and whether the work has 
been performed In a satisfactory mannel'; 

(iv) Include a ;;.'ayroll voucher con
taining sufficient information to support 
all payroll disbursements; 

(v) Include a noncash contribution 
record to tupport by adequate documen .. 
tation any payment or partial payment· 
of the institution's share of the student's 
earnings which has been made in the 
form of services and equipment as per
mitted by § 175.23; 

(vi) A~ol'd ready Identific:;.tion of e~ch 
student's account and the status thereof; 

(vii) Be /tdequate to demonstrate the 
eligibility of every stUdent aided under 
the program; . . 

(vU!) Indicate the amount of need de
termined for each student and the way 
that need has been met; and 

(lx) Identify the institutional officer 
who made the determination of such 
need. • 

36893 

submission of the annUal Institutional 
Fiscal-Opera tions Report. 

(3) Microfilm copies. An institution 
may substitute microfilm copies In lleu 
of original records In meeting the re
quirements of this section. 

(4) Audit questions. The records in
volved In any claim or expenditure which 
has been questioned by Federal audit 
shall be fl1fther retained until resolu
tion of any such audit questions; pro
vided, however, that records need not 
be retained U they relate to a grant with 
respect to which a~tlons by the United 
States to recover fol' diversion of Federal 
funds are barred by the statute of limita
tion in 28 U.S.C. 2415 (b). 

(5) Audit and examination. The Sec
retary and' the Comptroller General of 
the United States, or any of their duly 
authorized representatives, shall have 
access, for the purpose of 'audlt and ex
amination, to the records specified in 
subparagraph (1) of this paragraph and 
to any other pertinent books, documents, 
pa.;>ers, and records of the recipient. 

(d) Audits-non-Federal. All of an In
Iltitution's transactions involving its 
Work-Study Program funds shall be au
dited by the institution or at the institu
tions' direction to determine, at a mini
mum, the fiscal integrity of fI.nancial 
transactions and reports, and whether 
such transactions are in compliance 
with applicable laws and regulations. 
Such audits shall be performed In ac
cordance with the Department of Health. 
Education, and Welfare "Audit Guide" 
for stuqent financial aid programs, aIjd 
shall be scheduled with reasonable fre
quency, usually annually, but not less 
frequently than once every mo years, 
considering the size and the complexity 
of the activity of the program. 

(.~) S~ch audit reports shall be sub
mitted to the regional office of the De
partment of Health, Education, and Wel
fare Audit Agency serving the region In 
which the Institution is located for its 
review. The Audit Agency a.nd the Com
missioner shall also be given access to 
records or othe.' documents as may be 
necessary to review the results of such 
audits. (2) An Institution shall submit an an

nual Institution9.I Fiscal-Operations Re
port and such other reports and Informa- (42 U.S.C. 2754; 20 U.S.O. 1232c) 
tion In such form and at such times as § 175.29 Termination and suspension. 
the Commissioner may require In con- (a) General. If the Commissioner finds 
necti')n with the administration of this 
Part and shall comply with such require- that any of the assurances or represen

tations made by an Institution In con
ments as the Commissioner may find nection with the admlnistratiol1 and OP
necessary to Insure the correctness of eration of the College Work-Study Pro
such reports. gram is Incomplete or Inaccurate in any' 

(c) Retenticn of record.s. (1) Records. material respect or that there has been 
Each Jnstitution shall keep intact and a failure to comply with any of the pro
accessible records relating to the receipt visions of this part, he may, after giving 
and, expenditure of Federal funds .In ac- .the Institution notice and an opportunity 
cordance with section 434(11.) of the Gen- for a hearing, terminate the agl'eement 
eral Education Provisions Act (20 U.S.C. entered fnto pursuant to § 175.8 or take 
J.232c), including all accounting records such other actions as may be necessary 
and related original and supporting and appropriate to protect the interest 
documents that substantiate costs of the United States. The termlnativn' 
charged to the award and such records of the Institution's participation In the 
:required by § 175.9 (e). . program shall not affect. the obllgations 

(2) Period of retention. Except as pro- previously Incurl'~d by, either party under 
Vided In subparagraph (4) i)! this para- that agreement or this part. ~'\n obligll
graph, the records llpecified in subpara- tion shall be considered to have been 
graph (1) of this paragraph shall be re- incurred as of the date a student worked, 
tained for 5 years after the date of the' as spec1fied in § 175.21<a): 
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(b) No~ 01 tit'ndnaUim. ProceedUlga 
with respect to the termination of the 
program sball be initiated by the mailing 
of a notice to the 1n:IUtution setttng fortb 
the basis \it the proposed termination 
and the procedures available to the re-·· 
cipient. under this sectioa. 

(c) s~ of ~tlln.ce. Subject 
to par.agraph (e) of t.hJa section, 1lSSlst
ance may be suspended durin&" the pend
ency of II. termination ~ed1ng initi
ated pursuant·to t:.hUl 5eCtiOn. 

(d) Notice of ~ If the Com-, 
missioner determines 'that suspension of 
assistance during the pendency of a ter
mination proceeding is necessary, notice 
of the suspension shall be mailed to the 
recip!ent (which may be included in the 
notice of termlna.tion). The notice of 
suspension shall: (1) Inform the recip
ient of that determination. ~2) advise 
the recipient of the eftective date of the 
suspension, and (3) ofter the recipient 
an opportunlt)' to show cause why such 
action should not be taken. 

(e) Opporlunttr to &hOfD cause. If the 
recipient. request.. an oPPOrtunity to 
show cause why a suspen$1an. of assJst-' 
ance should not be continued or imposed. 
the Commissioner will, within 7 da;ra 
after rece1Yin1 such reiluest1 hold an in
formal meeting for that purpose.. 
(42 U.B.O.1l7M) 

~ OII~TO ftATIIIII'OII 
:rmc.u. TKO 1"" Alr.bama __________________ _ 

AJt8ka _________________ . 
AriZona _________ _ 

~---------CallfomJa ________ _ 
Colon.dO __________ _ 
Connecticut _______ _ 
Delawano _________________ . 

District of COlmnbla.. _______ _ 
~o~a ____________________ _ 
(}eo~ _______________ _ 

HawaU. __ .: ______ _ 
Idaho ____________ _ 
l111not. _' ________ _ 
Indlalla. _________ _ 
Iowa' _______ ~ ____ _ 

~ ---------------~----Xentudty __________________ _ 
Louisiana __________________ _ 
Maine _____ -:-_________ _ 
Maryland ___________________ _ 
MassachUlett. _____ _ 
Michigan ______________ _ 
MlnnellOta _________________ _ 
~ppi _________________ _ 
M!l!I!ourt __________________ _ 
Montana ________ _ 
Nebraslar. _____________ _ 
Nevada _______________ _ 
New Hampshlre _________ _ 
New Jersey _________ ., ____ _ 
New Mexico _________________ _ 
New York ___________________ _ 
North CarollDa ______________ _ 
North Ilakota.. ____________ _ 
Ohio ____________ _ 
Okl&homa ______________ _ 
Oregon ________________ _ 
.Pennsylvania _________ _ 
Rhode Island ____________ _ 
Soutb C8.r0ltna.. ___________ _ 
South Daltota.. _____________ _ 
Tenn_ _ _________________ _ 
Telt&II .;. __________ .. 
UCah ______________ _ 
Ve~t _______________ _ 

te,802,879 
222.~1 

2,163, 1110 
8,367.G118 

IIl,m.3U 
:l, 648, 20:1 
2, 537, 476 

520,542 
1,110,472 
e, 830. 771 
e,~,308 

7116.6511 
899,677 

lO,lJ'il,3:1O 
5, 396, 895 
3,926.9311 
2,844,022 
.,770,11111 
1I,7ll9,8OI 
1,166, age 
8,1549,6211 
1I,86S,SM 
9,157,777 
4, '1'13, 195 
4,8811,174 
11,420,293 

033,670 
2,0111,507 

3315,527 
'167,1101 

5,111,397 
1,548,112 

1l!,923,121 
8, 181,440 
1,067.896 
10,~4,T10 
8.022,127 
:l, -rol, 584 

12,087,462 
.. 995.991 

.,483,025 
1,18(),1211 
1I,9M,M4 

If,171,730 
1.632, 910 

CIlS, 701 

vlrgtnJa ___________ < __ _ 
Washington ________ _ 
West Virglnla.. __________ _ 
W~D8tn _________________ _ 
Wyoming ______________ _ 

Qutlyin!' _" _____________ _ 

ts,II05,m 
3, 641, 51lO : 
2,934,188 
5.012, 671 

418,528 
4, 748:- 000 . 

Total _________________ '237.400,000 

, Outlying areulnclullo Puerto Rloo. Vlrgtil 
Islands, Guam, American Samoa, and Truaii 
Terrltory of the PIW:tflc IlIlanda. 

.APnmID: B 

XODII:L OI'I'-cuD'UII ~\~= 

(2'11.11 pGf'~ below lITe ~'99md III 
models tor tl\e ~ent 01 ill 1Dritt$ 
agreement behr1een 4" UvtCt¥tfoft 01 "'flher 
education aru' a publfc 01' ,"",ate --,,",JI~ 
orflcmUatWIi "'''w* ~ lor emplol/men~ 
01 colle"" ,hIde"A pcrUcipatlllfi m tILe Col
lege Work-Shutf 1'1'$a",. Imtltuttom aM 
organlzattom rna, devise add/.t/cnal M '\lb
.tUute paragraphlwh.tdL lU'e not C~tent 
with th.e .tatute or regulattom.) . 

Thls agreement Is entered into between __ _ 
-------_________ • ____ , hereinafter known as 
the "InsUtuUon," and ___________ • _______ •• 
hereinafter known as the "OrganW.atlon," a 
(pubUe Of'9Il!lCzetton), (~ nonprojlt or
gcanizatloll), (Btl'iU one), for the ~ of 
providing work to atudenta eligible to par~ 
tlclpate in the College Wo.rk-Study ptogram. 

Schedules to be attached to tbfa agreement 
tram time to tUne. bearing the slgnat1lre of 
an a~ oftIelai Q( the Institution and 
of the 0rpn1z&d0n, WU1 _t forth briet 
c1t8lrtptiom of tile worlI: to be performe<'- by 
students under tb. agreement, t:Jle total 
mlDlbez' of atuckmta to be emplo~ the 
howly rate. ot paJ', and the ave.t'agll ~umber 
of hours pu ~~k each stUdent wUl be uti
UzecL These acM'£lulee 1I'1l1 al!!O !Ita te the total 
length 01 time the projec\ 18 expected to ruJl, 

'!;be total pereem. If an,., at "went com.
peDSation that the Organ12:atIon wtl1 paJ to 
the Institution, and the total percent. If 1UlJ'. 
Q( the c:ost of cmpio)'en' pa)'rOll oontl'lbutlon 
to b" borne by the Orga.nlZat1on. The Insti
tution will Info..rm t!l~ OrganJ.za.tlon o!: the 
ma:dmum number of hOUl'll pu week a Im;:~ 
dent may worL 

Students WUl be made avanwle to 'i.'ae ()rw 
ganlzation bJ tbe Initit'UtloIl for per
tOl:lJll!.llOe Ilf !!peC11lc 1/IQI'k aalgnment&. Btu-

. denta m&y be removed from. work at!. • 
particular II&81gnment 01' from tbIt Orga.n.lza
tIon by the Institution, elther 00 lta own 
1n1tiatlv~ or at the request of the Organiza
tion, The Organization r.grees that no stu
dent wt.l1 be dented work. or IlUbjectecl to 
d,1II_to tl'eaunen\ 1mder tbla IIg1'fJl!ment on 
!;be croUDda 01. race. color, n&UonaI. origin, « 
_, and that It will oomplJ with the provt
Bicma at tile Clvll Rlghta Act ot 111&1 (P.L. sa-
352: 78 Stat. 25.'J} and 'I'ltle IX of the Educa
tion Amendment. of 1972 (PoL. 92-318) and 
the Regulatlons of tbll Department of Health, 
Education, and Welfare wbleb lmple=$ 
tho., Act&. 

(Where appropriate any 0/ ~ follolDinf 
J 'PlU'agrap/l.a or oth.er p"ovIsion ma, be in
cludec% 1 

(1) TraIlSportat1on for students to and 
from their work _Ignmenta will be pro
vided b,. the Organlzatlon at Ita own expense 
and in a man.ner aecepta.ble to the Instltu
t1OD.. 

(2) TraIllIportatiOil ror tbe students to and 
tram th4!lr WOl'It aslilgnments .nu be pro
vide4 by the InstItution at its own expense. 

(3) Tra.nsportatlOIl tor students 'to and 
!rom their work ass1gnmenta will not be pro
vided by e\ther the Institutlon or the Or
ganlmtlon. 

(Whether tAe I!l8Ht¥ttotl c- flU Ol'gaftfzs
tfoI& ..m be cOtufdered ~ eI!Ip~er Of tM 
,tuae"A eooered ,,!'Ida' U&c agreement Ife.. 

pendll 1L1U'" th.e ~f14 arr.~n.t ~ to 
the t1lpe ot m~" e.urct&e<l by tAe Or
ganlz4tI011. It u advisoble to Lncl~ 101716 
provision to (rn1!cate tILe intent oj the Pa1'ttu 
~ to who ahaU be comidered the employer. 
As approprl4te, Oft<! of flu: 101/cwtnJ; t!l)(). 
paragrapq _,. be Cncl:Wed.) • 

(1) The In.stAtution shall be deemed the 
employer tor PUl"j)08llS ol thJ8 agreement. It 
hall tile ultimate right. to control a.nc1 dtrect 
the aervices at the student Cor the Organiza
tion. It ohaIl u.l8o determine that the stu
dents meet tbe el1g1llutty req~1rements for 
employment under the Col~ Worlt-Study 
Program. assign students to work Cor the 
Organization. and determine that the IItu
dents do perform their work In Cact, The Or
ganlzatlon's right slu1Jl be IImlted to dIreC
tion ot the deWIs and means by whlcb the 
result Is to be aceompllsh~, 

(2) The OrgIl-Il!zat1on l5hall be deemel1 the 
empl~ Cor purposes of thlll agroement. It 
hall the right to control And direct the sen
Ices of the student. not only &.s to the result 
to be accompUshed, but ~o as to the melUl.'l 
by which the result ~ to be accomplished. 
The Institution shall be l1m1ted to determin
Ing that the students. moot the ellglbUlty re
qUireT.'len ts Cor emploYlllent undel' the Col
lege Work-Study PrognUD. to assigning stu
dents to work for the Orp.nlzatlon, and to 
determining that the &tudenta do perform 
their work In fact. ' 

(Wordmg 01 tluJ toflotDCn# 7l4t1l.rc fTl41J be 
include4 • .. appropriate. to Ioo4te reaponsi
billttt j(w p4yroU dLWW'~..e"t. and p4,
~t 01 emplD1/ef'1!' pIll/ToU clmtribuHom,) 
Compensation of atudenta for work pel'
formed on a project under this agreement 
wID be dl6b~rsed-and an paymentD due as 
!'in ;;mployer'll contribution under State or 
lc.eal WO'tItmen"ll compensation la_, under 
l"ederal Or' state socl&l a.curtty laws, or un
del' other appUC&ble laws, wUl be made--by 
'the (Organlza,tlon) • (Institution) • (str'l.ke 
0DIl). 

(W/I.en appropriate ~ 0/ tJu: J~ 
paragr"plu mati be iftel~.) 

(1) At such times M are e.greed upon In 
writing, the Organh>.atlon wUl pay to the I:n
atltttt10n an amount calculated to cover the 
Organization'!! share at the compensation 
Q( Jrt.udenta employed under th1S agreement. 

(~) In addition to the payment ~eI! 
in paragrapb (1) abo1'e. at sucb times 88 are 
agreed upon In writing, thl' Organization 
wID pay. by '11'1.,. Q( lO5lmbureement to the 
Instltutlon, or In advance. an &mOunt equal 
to any and all payments required to be made 
by the Imtltution under State or local work
men's compensation laws, 01' under Federal 
or State soolaJ. securUy lawa, or under any 
other app11cable 1&_. on accotml; of student. 
part1clpatmc In projecl:a Undtr thia agree-
ment. 

ta) At mch times 88 BrIll IIgl-eed lIpCIZl. ill 
'I1T.It1.Dg, the InstI.~ut>on will pay to the Orga
nlzat>on an aD,lount calculated to covar the 

.' (It momd be noted that although the 
following parir,graphs attempt to fix the 
identity of the employer, they o,;r;1ll not neces
sarily be determinative if the actual fa.ct8 
1ndlcate otherwlse. AddlUo1ll'.l wording whicb 
specifies the employ.er'1l responslbillty in case 
of injury on the job may also be advisable, 
since Fetieral funds arc not available to pay 
for hospital expenses or claims In case of In
jury an the job. In tWs connection It may be 
ot Interest th&i olie or tnDJ"e lnsut'£nce firm8 
in at least one State h\\V8 In the past been 
wUUng to write a workmeIl.'s compensation 
insurance policy which covers a student's in
jury on the Job regardles!! of wbether It ~ 
the Institution 01' the orglUllzatton whIch fa 
ultlm.ately determined t<} have been the stu
ctent.. employer 1I'1len l1e wu InjurecL ~ 
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• 
RULES AND REGULATIONS 

Pectoral share or the compensation of Btu
deDU! employed under tbls agreement and 
paid by the OrganlMtlon. Under auch an ar
rangement the OrganlMtlon wl1l furnish to 
the Institution 'for each payroll period the 
following recorda tor review and retention: 

(a) Time reports Iudlcatlng the total hours 
worked each week and containing the IU
perv180r's certlficl\tlon' as to the accuracy of 
the hours reported I\nd of satlsfl\ctory per
formance on tbe Pl\rt ot the studente: 

(b) A payroll form Identltylng the period 
ot wo;;lt, the name ot el\ch student, his rate 
per hour, the number or hours worked, his 
grOBS pay, .. 11 deduotlons I\nd net earnings, 

and the total Federal share applicable to 
, each payroll:. and 

(0) Documentary evidence that lltudents 
received payment for their work, IlUch all 
photographlo copies of cancelled checks. 

[Fa Doc.76-:l6046 Filed 6-31-76:6:46 am) 

• (These fol'Dl8, when acceptell, must be 
counteralgned by the :::nstltutlon II!! to hours 
worked and satisfactory performance, as well 
as to the accuracy of the total Federal share 
which 10 to be reimbursed to the DIY-campus 
organlzl\tlon.) 
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[4110-02] . 
'rille 45·-Public Welfare 

. CHAPTER I-OFFICE OF EDUCATION. DE
PARTMENT OF HEALTH, EDUCATION, 
AND WElFARE 
PART 178-STUDENT CONSUMER 

INFORMATION SERVICES 
AGENCY: O:rlce o! Education, DHEW. 

ACTIO:-:: Fin:!.l regulation. 
SU'M~r:\'RY: 'The Commissioner of Edu
cation 1:; Issuing final regulations to Im
p!t!ment the St1.!dent Consumer 1nfor
r.lati:m ReqUirements. esta.blished by 
TI~le I of the EdUcation p;mendments 0% 
1976. Pub. L. 94-432. The fegulat!ons es
tablish rules and procedures wher~by 
Institut!o:1S of postsecondary ectucatlOn 
which rccein, administrative payments 
under 'Tit!e IV of the Higher Ed1.!cation 
Act or 1965, as amended;wlll disseminate 
1nCormatlO!l to students concerning the 
academic pro;;ram~ of the institution and 
the fm:mcl:tl assistance programs avail
able to studer:ts fOl" attendance at the 

.1nstltuti?n. " 
Eh'.c.CTI'VE DATE: Pursuant to Section 
43Hd) of the General Education Provi
sions Act, as arr.ended (20 U.S.C. 1232 
(d)). this regu!ation has been tra:ls:' 
mlttd, t .. ' : ',:<! Congres~, concuren,tly with 
its ":);;b:'_,.! :.0:1 i:l the Fi::>:=;F.AL F!~GIS'!t:it. 
~:il~'; sec::o:l p:ovl<:!es th~t rules subject 
£hereto shai! b~come effective on the -45th 
da.y fol!ow\n,; ~he date of such tra:lsmis-

e slon. subject to the provlsio:ls the:-ein 
concerning Cong-ressionalllction and ad
journment. 
FO::--:. fURTHER: ~';:i:OR:\1ATION CON-
TAC".r: 

Mr. Leo L. Kornfeld, Deputy Commis~ 
sloneI' for St\ldent Financial Asslst
anl;e, Regior:al Office Building 3, Room 
4682, 7th and D streets. SW .• W:tsh
lngtO::l, D.C., tclephone 202-245-8595. 

SUPPLE~rs~"I'AP.Y L. .... "FORMATION: 
l ... notice of p:-oposed rule making was 
J;ublished in the PE!J!:RAL REOISTER on 
April S, 1971 (42 FR 18747-18750) pro
lJoslng re;:ulatlons governing the imple
mentation of student consumer infor
tn3tion services required by' the amend
ments ma~e to the Higher Education Act 
by the Education Amendments of 1976. 
Tee COIr_":llssi:mer Invited interested 
persons t(l submit comments concenting 
the prOPOsed regulatlons. Additionally. 
nbc public meetings were held from 
May' 2-6. 19;7 in various locations 
throughout the country for the purpose 
of sol.!:iting public comment. The fol-
10w1n6' is a sU.lnmary of the comments 
received and the Office of Education's 
response. 

DrSCt;SSIOS OF MAJ'OR COM?IENTS 
USE or ttR:.r "ACADEMIC YEAR" 

Comments. S;:!veral commenters suv.
tested t.'lat a t,~rm other than "academic 
year" be used to denote the twelve
month perlcd beginning each July 1 and 

e cr.dL,g on thE! next JUlle 30. since this 1:; 
1I0t the Usual connobtlon or the term 

" "academic yt!ar," Suggested terms wcre 
"fiscal year" and "nward perlod." 

RULES AND REGULATIONS 

Resp01lse. The Commlfis\oner "(l!:re~.~ to 
chanl:e the term to "awtlrd period." The 
Com.rhlssloner used the term "acndt!mic 
year" to refer to the tweh'e-month pe* 
riod because the term Is so defined in 
the rC'!!ulations for the Basic Educ(\tlona) 
Opportunity Grant Program, "Award 
periOd" was selected because it corre* 
sponds with the use of that term on 
award documents for the three campus
based programs-Supplemental Educa
tional Opportunity Grants. College 
Work-Study. and Nationa1 Direct stu~ 
dent Loans-and has no other conn:>ta
tior! In the fmanclal aid field. "Fiscal 
Year" was not Used because the Federal 
fucal year begins on October 1 and 
ends the following September 30 .. 

SCOPE OF FI:-;ANCIAL AID PRoCR.-\::.rs 
TO BE DESCRlBED 

Comments. Many COn1.'"l1enters objected 
to the inclusion of private programs in 
the list of stUdent financial aid programs 
o.bout which institutions must provide 
infol'mation; some felt that this was an 
unwarranted Federal intnlsion. while 
others beJieved that the term is ambigu* 
Oll~. A few commenters objected to the 
inclusion of state programs in the list 
as well. Finally. a few commenters pb
jected to the requirement that an in* 
stitution must Jist each of Its institu
tional student aid prograrr..s, particUlarly 
in the case of the i!1.Stitutio:ls h:1.ving a 
great many categorlal restricted awards. 

Response. The Commissioner ccnc:.::s 
with the objectio!1.S e:O:;)le5s~d about L'1-
eluding jrJo!"'matio:1 0:1 p:i':2te p:ogTB.:n.g 
not oper"ted by the b,;t:tut:on and has 
omitted that reCluireme:lt: no>;\ever. he 
considers it rea.;cnabie to rcquire infor
mation about State pro;:rams and has re* 
tained that requirement. He has revised 
the reGulation to permit an institution 
to describe alI its olVn stUdent :financial 
aid programs In a. single li~ting. 
DEFINI:rrON OF "PROSPEC:rrVI;: STUDENX" 

Comment. One commenter su .. ::rested 
that the term "prospective student" be 
redefined as a person who has actually 
RPpIied f=>r admission at nn. institution. 

Response. The stntute specifically de
fined the term "prospect!ve student"; 
therefore, the Commissioner used that 
definition. 

I.WARD PERIOD FOR us~ OF "'D~L."ISTRATIVE 
COST ALLOWAl-.'CE 

Comments. Several commenters re
quested that an institution be allowed to 

'10·13: APP:8N~iif.tJ r . 
.' I 

if :\ prospt. _"'e M.tlc!emt 1:1 thr: [,\11 oC 
1971 requests I rorr.laLion conce:nl:\;:: !l
nandal aiel tn the 1978-79 academic year. 
the costs of responding to that qUestion • 
ineluiling the preparation oC material. 
'Would be nn allowable expense n~nlnst 
the funds received for the Ul7'l-'l8 awn.rd 
period. 
CLAlllnCATlo:-r or TO WHOM lNFORMATIor; 

.. MUST BE PROVIDED 
Comments, A few commenters Ques

tioned whether it 'Would be rt.'<;1ulred to 
pro,lde the information specIfied In 
§ 1'18.4 to all prospective students or only 
to those who reques~ It. 

Response. The Commissicmer's inter
pretation of the statute 1s that the infor
mation specified in ~ 178.4 must be pro
vided only to persons who request it, 
whethcr they are prospective studcnts 
or enrolled students. l'mther, only that 
portion of the .Information that is re
quested need be pro· .. ided. The first sell
tence at § 178.3 nns been reworded ill 
order to elarHy these distinctions. 
llEFINITIO~ OF ..... PPP.OPRlATl: PUllLICATIO~ 

Oil 1.!AILl!'O" 
Comments. Several commerlters ob

jected to the pro;isio:J in § 178.3 (b) DC 

the pro;losed regulat.!cn that an appro-' 
priate publlcatiO:1 or maUing must be . 
avail:Jb:e nt no cost to the student or 
at a chd.r;:e not to c:x~acd its ael\.:al un
reimbursed cost oi p:epflratlon ami pub-" 
li:ation. One COrtl.:11e:-.ler state-J. that this 
requirement C0:1stltute.3 over-regulation, 
s!!:ce the statute docs not state that an 
ins~i~u::on ma~ .. not charge for the publi
cation. Some commente:s thought th:lt 
the precise identification of costs atlrib
ut(!.ble to the reQuirements of Pnr~ 173 
would be \'cry d.i:!icu!t. since this L.,ror
malic:! would frequen~lY be part of 0. 

" generul catalogue that contained other 
info:-:!lt".tion not- required by Part 1'18. 
F'.nally. 'E\, few comme::l.ters reqUested. if 
such a :reqUirement'were retained, th:>.t 
institutions be allowed to include the c03t 
of maiUng publications in determining 
the un,eimbursed cost. 

Response. In view of the many practi
cal difficulties 1 aised by the com.:ne:'ltt!rs 
and in considE ration of .the pcss:bUily 
of overregu!ati In. the Ccm..'!1isstoner has 
omitted in the final regUlation a lipeclfic 
requl,ernent that the charge to a student 
for informatio'l cannot exceed t:1e unre-: 
imbursed cost of prepa:;ation and pub-' 
lication, 

use the administrative expense nllowance SI'ECI:'IC l"I:-:A:-;CBL CO~DI:rIO"S FOR 
claimed for one award period to meet CONTINUE::! ELIOI9IL1XY 
the re<luirements of Part 178 in the pext Comments. A few commenterr. objected 
succeeding award period. tI 

Response. The Commissioner has de- to the requirc'ment that thz inform:\ on 
to be dissem'naten must include tne !1* 

clded that an institution may not use n:mcia1 conc·.iUons which mu,.t be net: 
funds received for one nward period to for a stuccn.:; to remain eligib'e for e!lch 
meet the requirements of this p:!.rt for stUdent finmcial aid pro;.::ram. Tr.ey 
n succeeding awnrd period b~c;lu~e of pointed out that the pr~cise Income RI:d 
the possibility that all the funcls would asset levels ur:der ...... hich a fE.mi!y.would 
be used In, the subsequent period and t 
thnt none would be used for the currC:1t qualify for assistance under vnnoUS s u-

dent fimmcial aid progr:l.ms chal1l!cS 
perIod. However. because Questions re·· from ye:lr to yeRr. They n!so mentioned 
cuived in one period may refer to SUc- th::.t the ratio of their funds Il":ll!:lble 
ceedinrr perIods. the tosts Incurred in for student fin:mcbl aid to the nurnb"r. 
responding to those Questions will be nl- of cl1rdble student finnncial Did nppll-, 
lowable In the current yc:!.r. F~r example." ennts vanes from year ta year, The!'e!orc,i 
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It :nIght ~ '/cry mJ:;l".at!in~ ~() cl!s •. ri!Jtltll 
!n!orma.tiOn ·clln"c:-nin7. precise fimmC:ill 
conditions under wh:ch a studene would 
continUe to quallCy fot" financial ald. 

Response. The Commissioner ;tcknowl
edges these d/meuHies and the resultant 
possibility of misinformation nnd has 
deleted the phrnse regarding financial 
conditions from 'the "final regulation. 
.1I0VISION OP LpAN REPAYME:-:T SCH!:DU%.ES 

Comments, 'Se\!~ral commenters ~;tated 
tha~ It; was unnecessary and misleading 
to give a student copies of loan repay
ment schedulE:s \\'hen he or she firs(; in
quires about financiat ald. since this is 
a. level of deta!ied informacion that is not 
llkely to·be useful at that time nnd since 
the statutory and regulatory cond!t.!ons 
for repaYment change from time to time. 

P.esponse. The Commissioner concllrs 
~with these commr.nts and has modif.ed 
that provision to require repres~ntative 
sample cases. For example. an jnsti~u
t10n may use as :x sample a $1.000 Na
tional Direct Student Loan or Guaran
teed Student Loan and provide the stu
dent with a. repayment schedule for those 
loans. 
E~.\'tES 01' ()FP-CA.~,n>us LJ:VINC 'CO!;TS 

Comments. Se\'cral comment.ers 00-. 
je<:ted to the requirement that an in3tl
tut.lon must pro\'ide estirn!1t.cs of typical 
room aDd board costs. espeeially for stu
dents who lh'e off-ca:npUll. _ 

Response. Tills requirement W5S de
rIved from the statute and therc:fore can
ilot be r~mo\'('d from the rcguZation. 1""ur
them1ore, the CommiSSioner believes 
that ir.stltutfons reasonably shou,!d have 

·,I;uch lnfo:-mation a· .. ~ilable. for the pur-
·po3es of making individual student fi
nancial aid packages and. in the case of 
some Institutions, :Il.Dplying for Federal 
funds to oper~te tne campus-based pro
grams. 

Jrl'.:'tENTION nATA 

Comments. i\{any commenter.s objected 
to the provisions In the proposed regula
tion regarding retention data. ~xpressing 
a vltriety or concerns. First, many be
lieved tn"'!; students would mlsconstru·e 
the meanlng and Implications of any re
tenUon data that were provided. Some 
sugg'estedtha~ these data. not be re
quired. Second, many comm. nts raised 
questions about how to compute the re
tention dab described in the ;'1roposed 
r~laUon, specifically with respect to 
,,:hether various types of students (half
tim!', non-degree. graduate vs. under
gradua.te. etc.> should be in:luded. nnd 
how students who move from program to 
PlYgram should be handled. 'rhlrd. many 
lI'~terpreteC1 the tequireme~lt of three 
}'ear5 ot retention data as a retroactive 
one and objected to It 0'1 that basiS. 
FOUrth, severnl commcnt!rs sugl!este<i 
t.hat. the Commissioner seck ndvice from 
the r.ssociaUon of Colle!:iate Registrars 
and ~~dmissloru. Officers In developing a 
I!tnt.emen~ of t.he re.Qulred retention In
ronni;.tlon. FHth. 't.he single most fre
quent sug~eslion concerning the reten
tion requirement Is thl\t the re{(l\lation 
.,tate only that each in.~tltut!on should 
. pro~lde retention dl\tt\ which best de-

RULES AND REGULATIONS 

·lcrihe;; :,hat !nst,ir.lIl,jnn' .. :-~t.l'ntinn rate 
ta:'ml! !nt(, aCCOUtlt th~ illstlt\'~iu:\'s en
rol1m~nt pattern. 

RespoTl$e. The statute requires t.'1at re
tention data be pro\'ided; therefore. a 
provi.:;lon for retention Information is re
tn.ined in the fj,nal re:::ulation. In ,'lew of 
the many 'difficulties raised by the com
menters in implementing the require
ment,·for retention data a:; stated in the 
proposed re:;ulation. the CommiSSioner 
has ado:ned the phrase sug~ested by 
many commenters listed as Ute nfth con
cern in the comment. He is requiring in 
addition only that the institution inclUde 
2 description of which types of students 
... ·:t're included and e:ccluded in compiling 
the reterltion information. Ho· .... e~·er. the 
Commisilioner remains concerned that 
the retention oat:!. be useful to stUdents 
and that it enable ';hem to make meali
ingflll comparisons among institutions, 
to the extent possible, if experience re
veals that the r('~~"\tion Information pro
vided by instit ~"ns to students is not 
useful. then the" Commissioner ~\ iH~-e
consldcr whether a more extensive state
ment about retention is necessary. 

COMPLETION DATA 

Comments. A few commenters objected 
to the requirement that imltitutions pro-. 
"~ide data on the number of students 
completing a pro,..:.m because the ex
tensive nt!:::!~e. of stude~ts ·wr..o c!"!!lnge 
prcg:-a=:.s 0:' majo;s makes compiling 
this ir...!o:-:::at:O:1 ·:ery c!:::c"..!lt. 

Res;yJ1:se. Tt.e C(\:;-_7.:ss!o:ler".5 reg'!.113-
t!on is ce:-h·ed ci:-ec'Z!;.~ i;-om th-? ~tatut.e 
and C:l~:1ot be ornitt"Q. Eowever, it 
should be pOinted out that these pro-
visions required only that completion 
data be provided to requesters if such 
data are available at the institution. but 
do nol require that completion data be 
compiled specifically for the purpose of 
answering student inqttiries. 

NAMES OF PERSO:-:S TO CONTACT 

Comments. Many commenters stated 
that the regulation shOUld require only· 
the titles. tlut not the names. c.! persons 
who rna~· be contacted for inbrmo.tion 
disseminatio:1 pUrposes, becall!:e of the 
relativelY frequent turnover person
nel. 

Response, The CommiSSioner concurs, 
Rnd has changed the regulatio'.l 9.ccord
ingly. 

WAIVER OF n:u,-Tr.-t<: A\'IIlLAIIILt'IY OF A-:; 
EMPL.OyEE OR CROGP OF EMPLOYEES 

Comments. A few e:>mmenters objected 
to the proposed conditons under which 
the Commissioner would grant a wah'er 
or the requirem~nt th:tt an e,;uployee or' 
II. group of employees be available on a 
full-time basis to C(\rr~' out t'le specified 
information disserninntion ncti\·ities. 
Others suggested that. the Commission
er's criteria should also include the 
amount of funds s.,cnt by the .institution 
in the Basic Grant and campus-based 
progrn.rns. 

Response. The Commissioner hilS re
cmlunted this requirement and has con
cluded that it would be preferable not to 

BEST AVAILABLE COPY) 
•.•.•....•.•.• -~-•. ___ .• .1 

stat~ ;:;p~(~tt!c cn:lC'!:~ions ·unct~r ?lh!;:h . 
W:Livers wUl :lut:l!n:l~ic:llly b\! ~r~l\t;:;:l, 
~\!ter some experience in cVf,1luo.tlrig re
quests 1.01' waiver:; has been obtained. thE! 
Commissioner wll! reconsider wh~lher 
such :a. provision is desirable. 

nOURS OF AVAII-.&,IIILITY 

Commc;t. One commenter statetl' thnt 
the provision concerning hours or aV:l.il
abiii~?" of the crr.p]oyee or group cC em
ployees design:l.ted for information dis
semination purposes is too directl~'e and 
constitutes an unwarranted intrusion in- ' 
to in ternal adm inistra tio:l. . 

Response, The Commissioner does not 
concur; he considers hi;; sto.tem!!l1t a 
reasonable Interpretation of the statu
tory requirement of full-time availabiJ
ity. 

IDENTIFICATION OF EXPENDITURES FOR 
AD:'v!lNlsTRATln: COST ALLOWANCES 

Ccnnmcl!is. Sever;).1 comrr.enters Ques
tioned whether it \'/,\1' nece.:;sary to re
quire t.bat. f"nds rece'/I'ed for administra-' 
tive expenses be· used· tocany out the 
s.,ecified consumer infonnation RctiYi
ties. In their view. it would he sufficient 
for the Commissioner to assure comp1i~ 
.snce with the student conSUmer i1\!or~ 
mati on reqUirements. and not to be con
cerned with the source of funds ,for 
carrying o.ut thOSe! rec;uireme:!ts. 

Respo7'-s£!. The Commissioner's regul9.-

• 

tory provision is deri .... ed dirp,;:tly from the 
statute; therefo!'£: ~ 178.0 of the proposed 
re§:ula t:ons has not been substanti::tUy 
ch?:1zed. Howe\'er: the Commissiol1cr's e 
L'"lter;:>ret~.tion of that. r'equll'cment is that. 
the lnstitutjon's fiscal records must be 
t~ble to demonstl';lte Cl) that the amolmt 
~pent to cnrry out the studen~ consumer 
information avti .... iti~s dUring any award 
period equals or exceeds the administra-
tive cost allowances recel'/ed for that pe-· 
riod, or (2) that. if the amount required 
to carry out student consumerinforma~ 
tion activities is less th:m the admi.nis
trative emt allowances received. an 
amount at least equoJ to the difference 
was spent for other costs of ELdminls~ 
terin~ Title IV shld"nt financial ·aid 
programs. at that institution. 

A.CCESS TID P.ZCORDS 

Comments. Two c·ommenters objected 
to the provision in ~ 17B.7{c) that Fed
eral officials h.ave access to "any other 
pertinent documents, 'Papers, and rec~ 
ords of the institution" because they 
found it unnecessarily broad and potC11-
tlally intrusive. 

Response. This language is copied from 
equi\'alent sections of the regulations [01' 
the cam\.lus-based programs and is con
sidered necessary to in::;ure th:l.t Fedcrt'l 
officiaJ.;; will have access to an~;- pertinel~' 
documents for the purpose of audit and 
examillation. 

SCOP:!: OF AUD1T 

Comments. Manl-' commenters stl1tcd 
that no audit examines all transactions 
nnd thnt the language of § 178.8 should 
be chan(:ed. 
. Respo1lse. The Commissioner concurs _ 

and has changed this language.. _ 

NarE,-'I1,e Orne" ot Educ:.tlon has de
termJned tbat tht" tlocumept dGe3 lI!>t con
taIn a ml\~or prapo.""l requiring prepl:tatlotl 
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JOHN ELLIS. 
Acting Commissioner 0/ Education. 

Approved: Ko.·ember lB. 1977. 

H .... u: CHAMPW~. 
Acting Secretary oj Health, Ed- I 

ucation. and WeI/are, I 
. I, Chapter r of Title 45 of the Code oC 

· Federal Reg-ulations is amended b:.' ac!d~ ! 
IIlg a new Part 178. which reads as fol· 
1.o ..... s: . 

RULES AND REGULATIONS 

Act. or ~h urea "oc-ationaI school :JJ de
Ii!1t!d ill ;'E:ction l!)51!!i of the Vocational 
Education Act of 1963, 

(e) "Prospective student" meo.ns any 
Individual who j,o.s contacted an institu
tion reQllesting Information for t..'1e pur
pose of enrOlling at.that institution. 
(20 U.S.C. 1088!:>-1.} 

§ 178.3 InforlT,ntion di,~emination re
. quj,,·ment9. 

Each institution which receives an ad
ministrative cost allowance for any 
award period shall. for that award perl-: 
od. (a) prepare material. If necessary. on' 
the topics set forth in ~ 178.4 and (b) dis-. 
semlnate that information. or any re
quested portions of that information. to 
enrolJed or prospective students who reo' 
quest all or part of that material, 
(20 U.S.C. 1oaB!:>-1.) .. 
§ 178.4 ·Informauon dissemination IOp

i~, ~. 
178.1 
178.2 

P'.lrpose :>nd scope. The 1niormation to be prepared and 
De:'lnltlo!ls. disseminated tc. students includes: 

1're.3 In!ormatlon dissemInation requtre;!' (a) Cl) A description of all student ft-
17<r.~ I:O~~:~~lon dlSsemlnat!on topl~S. nancial aid p::-agrams available to stu-
178.5 Avalln.b!l1cy or e::cployees tor I!)[orma-, dents who enroll at that institution that 

tlOD <!1S:;~::U:'latioll purposes. I provide assistallce to students to meet 
178.5 Use or h:nds I the cost of attending that institution .. 
178:7 COr:lpllancc procedures end' records.l These programs include the Guaranteed 
173.3 Al!dlts-!lo::t·Fed~:al. I Student Loan type program and pro-

At;nlo;u-rT: Sec. ';!)3A ot Title IV of the 1 grams for which the primary criterion of 
Rt~~= E~I;:;3.t!:;:l Ac~ o! :'ge5 as ~dded by' student e!!pbl.Uty is c!eino::strs.!.€d t:t:3.J.-:'-
*<:. 131 0: I"..lb. L. 9~c:!. 90 Stat. :!l4a-2J.;9 . ciai need fo::- the usslstal1ce beC3.'.:se of 
(2~ u.s.C. lC"3'o-1). u::!ess othe~,",!se noted. I the financial condition of the s~uc.ent or 

i7B.l Pllrpose lind scope. -I the st~uceilt'5 ia..~!.ly. 
(:;) For pu .... ?Qses of co:np::a::lce ;:;itll 

Tnls p~rt est?b]!snes rul,;s for the dis- t.l-:!is section. t.'1e institution must de-
aticin of In!or.:::ttio: 1 required by scribe: 

sectlc!1 0;93.'1. of the Hlgl:,er Education (i) Progra:r.s ayfuorized under Title 
Act of 1965. It applies to any institutl;)n I IV of the Act. 
or school which rece!\'es a payment un-: (iD Programs administere<i by the 
der sect.!On 41Hd). 428(e), or 4D3 of that State in which the institution is located. 
Act (20 U.S.C. 1070::. (d). 107B (e)' and, and . 
10S8b). Section 41Hd) refers to pay-; (iii) The institution's ovm programs 
'ments made to an institution of higher' of student financial aid. The institution 
:education under the Basic Grant pro-j may. at its option. describe its own pro
~ram.. Section 4!!8(e) refers to payments . grams by listing them by general cate
to an eligible institution under the Guar- i gories. 
anteed Student Lo::l.n Program. Section· (3) The institution must describe for 
493 refers to payments received by an' theSE programs the procedures and fonns 
institution of higher education b.",cause for applying for such aid. the student eli-

, of Its p::u'tici):ation in the Suppiemental: gibil.ty requirements. the criteria f()r se-
Educational Opportu.'1it~· Grant. College lectbg recipients from the group of eli-
Work-5tudy, or Natiom.1 Direct Student· gibl€: applicants. and the criteria for de-
Loan Programs and to payments reo' termining the amount of a student·s 
cel ... ed by an area vocational school be-: awa'rd' 
. cause of its i,articipation in the college' (tI) A statement of the rights and re-
.Work-Study Program. I sponsibilitles of stUdents receiving ftn!\n-
120 U.s.C. 10aUb-1.) I cia! aid under the Basic Educational Op-

portunity Gr&.nt. Supplemental Educa-
§ 178.2 D("finilion.. tlonal Opportu."litY Grant. College Work-
• As used In this p:ut: (a) "Act'· means! Study. Nntion:J.1 Direct Student Loan. or 
the Higher Education Act of 1965. as I Gu.ar:mteed StUdent Loan Programs. 

'ed . I Tr.is information includes: 
~~~"Admlrlistrath'e cost allowance". (1) Criteria for continue:l eligibility 
means. the payment to any institution. te·r each program; 
pursuant to section 41lCd), 42S(e), orj . (2) erlter!:'. for determining -that a 
493 of the Act. student is 1n good standing and mnin-

. (c) "Award period" menns the period: to.inlng satisfactory progress In his 
of tL",e bdween Julv 1 of one yenr and i course of study. 115 requIred by Section 

J 497Ce) (1) of the Act for the purposes or 
June 30 or the subst'quent year. i receiving fme.ncial f<ld p~lyments. ~md the 

(d) "Institution" means an Institutioni crltcri:1. by which a student who has 

•
r hIgher education as defined In section, falll.'<l to maintain sat[s!nctLll)' pro:;ress 
20l<a} or the ;.ct. R proprietary L'1sUt.u-. or "'ood standing may reestablish his ell-
Ion of higher educntlon as· defined In: b · glbility for payment; . 

£eCt!on 491(b) oC the Act. ~n cll~lble In-, (3) The means bjl which p~'mfmt of 
stltution as defined In sectlOn 435 of the. nwards wlll be made to students und the. 
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1requI:!ncy of such ~l!\1ments: 
(41 "rite ~~rrr:.> of any IJan rccei~'e'l ~j' 

a. student 'L'3 part of his "r,\:dent rtnanci:.1 
aid and zample loan repaymt!nt. SChed
ules for sample loans; :mel 

(5) The r,cncral conditions and terms 
applicable to any employment provided 
to a st.udent as part of his financial aid; 
_ (c) Tl).e cost of llttE:noing the imUtu
t!on. including tl.l;tion nnd fees. books 
and SUpplies, estimates of typical room 
and board .... nd transportation costs for; 
students living on-campus. ofT-campus.' 
or at home. and any additional cost of 
the program In which the stUdent Is en
rolled or expresses a specific interest: 

(d) The refund policY of the instItu
tion for the return of unearned tuition 
2nd fees or other refundable portIon of 
cost paid to that institution as described 
in paragraph (c) of this sectio>.l; 

(e) The academic program of the ln~ 
stitution. including the current degree 
programs and other educational and 
training programs; the instruct.lonal, 
laboratory. and other physical facilities 
which relate to the academic program; 
and the facUlty and other instructional 
personnel; . 

(n Da~a reg:irdlng student retention 
which takes L'1lo account the enrollment 
pattern of that institution. Including a 
description of the types of students that 
·were included and excluded in compiling 
t.'1e retention iniormation; 

(g) The ).lumber and percenta~e of· 
S~t:d2:1ts completing the program in· 
"hIch a stUdent is enrolled or expresses 
bterest. if such data are available at the 
i..'r!.5tltution; and 

(h) 'r.'1.e titles of persons designated. 
t:r:c.er. ~ 17B.5 and information regarding 
how and where such persons may be 
contacted. 
(20 t1.s.C. 108Sb-l.) 

§ 173.5 A"ujJabilil)' or €'mployc .. s for 
in(orm:llion di'H~r""inalion pur·poses. 

(a) Except as provided In paragraph 
(b) of this sec'liCf,. each institution 

'whlch recel~'es an administrath'e cost 
allowance fOI' anv 2.ward period shall 
designate. for that aWllrd period. e.n em
ployee or group of employees ,:ho sho.lI 
be available on a: full .. time basis to assist 
students or prospective students ill ob
t:>.ining the Information specific:! in 
§ 17B.4. If the institution designates one' 
person, thut person shall be Co\·(l.!lable • 
upon reasonable notice. to any interested 
student or prospecth'e student through-· 
out the norm:!l adminl.:;trati\'e wc.rking 
hours of that institution. If m'Ore than 
one person is designated. their combined: 
schedules shall be arranged In such,a 
manner that at leo.st one of tr.em Is 
a ....... ilable. upon reasonable notice.: 
throughout the normai administrative 
working hours of that institution. 

(b) Vlcivcr. (1) The Comm'.ssloner 
may waive the requirement set out In. 
parll~raph (a) of this section fa: an In-~ 
stitution that submits a timely applica-, 
tion for the waiver when the total en
rollment. or the portion of the enroll
ment pnrtlclpating in studlmt financltll 
aid pro:-: mms authorized tlmler Title rv· 
of the Act' the B::o.slc Educ;!.tional Oppor~· 
tunity Gr:mt. Supplemental Educatiolml 
Opportunity Grant, COliege Work-~tudy. 

• 
I, 1977 



N~tlc,n~l <;)Irect Student. Loan. Guaran-, 
" t>J~c!. of tl:c!e'1V~.()an. nnd statp. Stuc!ent 
In.: .. ~ti·"ff Or:mt !'roKrnm:;). i:; too :;mail 
tl) n·~(:rs,:.:tt!\le thr: t!.'/:\ihthllity !if !Hl ,4(n_ 
plvY~;~ or grou;.» of employees on a full
tim','! b\\sis. In determining w.het.her an 
Institution's total enrollment or the 
number of recipients oC Title IV assist
ance Is too small. the Commissioner wlIl 
consider whether there will be an insum.
dent demand for information dissemina
tion ser .. ices among Its students or pro
spective students to necessitate the full
time avaUability of an empliJ'j'ee or group 
of emp!oyees. _ .. _.' __ 

(2) Tne granting oC 11 waiver under 
subparagraph (1) oC this paragraph 
does not e:~empt an institution [rom 
cesignating a specific employee or group 
of employees to carry out the provisions 
of this section. 
(20 U.S.c. 100BO-1.) 

§ 170.6 C.e of fumh. 
. Any Institution which receives an ad-' 

mlnistrative cost allowa.nce for any. 
a.ward period shaU first use such funds to 
carry out the provisions of this part for· 
that. awa .. d period. Ii" any funds remain. 
the irut.itution shall use those funds fot' 
other C03ts of administering the student 
financial aid programs authorized under 
Title IV of the Act for that award period. 

. (20 U.S.C. 1088'>-1.)· _ 

§ 178,7 Compliance proe~lIre'~ and I't'l'. 
ort.l~. .' . 

(a) Reter..tion. of l'ecoid.;. Each Institu
tio::. "hleh receiveS a';l admir-.istrath-e 

RULES AND REGULATIONS. 
Cll!;t allowi\,:,\cp. for any l\wnrd pp.rlod .:;hnll 
l:H~rl int:lct. ~,,~\d ~cc~'$ible :-.11 .~t~o:-d.~ re-
1~t.:r:: to th~ r,.!celpt t\nct ~;.q::p.n(li~u:L! n~ 
Federal [um!.3 In accorc!3nce with S~ctiofl 
434 (a). (;enernl Education Provisions 
Act (20 U.S.C. 1232c). Including ~1I ac
counting records and related original 
and supporting documenl':. that SUbstan
tiate costs. fr;,r a period of 11\'e years after 
the close of the award period ~or v:hich 
the payments were received. except as 
provlded In paragraph Cb) of this section. 

(bl Audit questio~. The records in~ 
"\'oIved in any claim or expenditure which 
hl\~ been Questioned by audit shall be 
further retained I.\ntU resoh,ttion' of anY, 
such audit Ques~ions: Provided •. ;lww
ever. That records need not be retained 
If they relat~ to a paYr.1!!nt with respect 
to which Q.ctions by the United States to. 
recover for diversion of Federal funds 
are barred by the sCatute of limitations in; 
20 t,r.S.C. 241S(b). 

(c:} Audit and examination. The Sec
retar~' of Health. Education. and Welfare' 
and the Comptroller General of the 
United Sta~e5. 01' any of their duly au~ 
thorized representatives. shall hat'e ac-' 
cess. for the purpose of audit and exam!-: 

'n!ltion. to the records specified in para~ . 
graph (aj cf this section and to any other 
pertinent dOCUments, paper. and records 
or the institution . 
(~O U.s.c •• 0880-1, 1232c.) 

§·178.8 Audirs--non·Federlll. 
Ca.) A comprehensi .... ., audit of an in

sti~uti9n's tran.sact!o.~ relating to its 

use of adminIstrative cost nllowances :-e- : 
cF'jW'd ::11311 be p,,"rlnrmecl tw the Ir~-'~i-':·. 
tutiOtL .ur nt t.::'-1 !n~;-.;tl.l!.tOn·:J cil::~ct.\un 
t:l ti·:t(:rrr.!:~e. nt ,.~ r.l:r:im~un. tilt! !·!:;\,"a: .• 
lute);rit:; 0: l1nJ!\cial tr:msac~lon.; tinct 
reports o.r:d whether :;uch transncUoru 
nrc In complinnce wIth upplicable laws 
and rcgnlations. Such audits shall be· 
pE!rformecl in accordance with the PI!
p:trtment of Health. Education. ond Wel- : 
fare "Audit Guide" for student fmanclal: 
aid programs. If. the Instltutl:>n particl
pates in t,he Supplemental Education:tl,. 
Opportun.ity GraO'lt. Colle;:e 'Work-Study.' 
01' Nati::>nal Direct Stuc1ent Loan Pro
grams, then the audit required by this 
part shuH' be included as part of an' 
audit performed for any ~f those pro
grams. !f the institution does not. par., 
ticioate in any of the above three pro
grams, then the audit:. required by this 
part shall be performed at least once 
every two years. 

(b) Audit report shall be submItted 
to the HEW Audit Agency at the re
gional office of the Department of lIea1th. 
Education, and \Velfare serving tl>e re
gion in which the imtitution is located 
for its re·;iew. The Audit Agency and the 
Commissioner shalJ also be gi~·en access 
to records or olh'!! documents tl.s may 
be necessary b review the l'esu1ts of 
such audits. 
(20 U.S.C. 1088b-l. lZ32c.) 
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[4110-02] 

DEPARTMENT OF HEALTH,. 
EDUCATION, AND WELFARE 

[45 en hn 190} 

BASIC EDUCATlONAI. OPPORTUNITY GaAHT 
PROGIAM 

AGENCY: Office of Educatibn. HEW. 

PROPOSED RULES 

EXPLANATION or NEED roB 
REGULATIONS 

The following proposed rules revise 
and consolidate the Basic Gr&nt Pr0-
gram regulations with the except.!on 
of the FamIly Contribution SchedUIa 
which are revised and published L'1llU
ally, T"nese regulations provide for the 
administration of the Program, ensur· 
ing a standardlzedprocess by which & 
student's Ba.sic Gnmt award ia wcu

ACTION: Notice of Proposed Rule- lated and disbursed. In establishinlJ 
making. the Basic Grant Program M a formula 

SUMMARY: The Commissioner of 
EdUcation proposes to i&me technical 
amendments to the Basic Ecucational 
Opportunity Grant regulations to 
define more clearly the administration 
of the program, and to implement the 
requirements mandated by the Educa.
tion· Amendments of 1976. The pro
posed rule revises and consolidates all 
existing program regulations other 
than those contained in the Family 
Contribution Schedules. 

program based on &n entitlement con
cept. the Congress intended sa one of 
it. major characteristics a consistent 
treatment of all applic&ntn regarcUeu 
of the Institution a stUdent choos.es to 
attend. While the amount and type. of 
financial aid the student receives from 
other prog"'tam8 might vary dependinIJ 
upon the availability of fundtl at a par-. 
ticular institution anlci the financial 
aid officer's judgment concerning the 
student's need. the student can be M
sured that the determination of eligi. 

DATES: Comments must be received bility for a Bssic Grant ia made in pre
on or before June 14. 1978. cisely the same IIllUlller for every ap.. 

Public hearings will be held in three pllcant. 
cities at the dates and times listed In revising these regulatloDJ!. a 
below: number of objectives have been estab-

May 31, 1978. Washington. D,C.,S lished. The first objective is to make 
Lm. to 4 p.m. • the regulations more easily under· 

June 2. 1IJ78. Chicago, m., 9 a.m. to· st.ood. All of the existirifr regulations 
4 p.m. have been consolldated and many have 

June 5. 1978, S&n Francisco, Calif., been rewritten and reorganized. not 
9 a.m. to 4 p.m. because of a change in concept, but for 

ADDRESS: Written comments should 
be sent to Mr. William Moran, Acting 
Chief. Basic Grants Policy Section, Di
vision of Policy md Program Develop
ment, ROB-3. Room 4923, 400 Mary
land Avenue SW .• Washingion, D.C.· 
20202. Comments will be available for 

. iJublle inspection at the above address, 
Oetween 8:30 a.m. and 4 p.m., Monday 
through Friday (except Federal holi
days). 

The public hearings will be held at 
the follo~ locations: 

May 31, 1978, Regional Office 
Building-3, GSA Auditorium, 7th 
and D Streets SW.. WasP..ington. 
D.C .• 9 a.m. to 4 p.m. 

June 2. 1978, lllinois Institute of 
Technology, 3241 South Federal 
Street, Hermann Hall, Chicago, Ill., 
9 a.m. to 4 p.m. 

June 5, 1978, University of San 
Francisco, Student Center, 2130 
Fulton Street, San Francisco, Calif., 
9 a.m. to 4 p.m. 

logical coherence and clarification. 
Secondly, the applicable provisiona of 
the EdUcation Amendmentlt of 1976 
have been incorporated. The third ob
jective has been to respond to prob
lems in program operation which pro
gram experience has indicated are not 
sufficiently addressed in current regU
lations; Final regulations resulting 
froLl this proposed rule will supercede 
the administrativl~ and technical regu
lations published in the FEDERAL REG
ISTER on November 6, 1974, December 
2. 1'97~, and August 10, 1976. 

Amendments have been made in the 
administration of payments to prevent 
program abuse both by institutions 
and stUdent reCipients. These provi
sions have been '.ieveloped in rm effort 
to achieve a balance between iood pro
gram control and an mdministration of 
the program which would not be 
overly burdensome to the institution. 

It is important to note that these 
regulations apply only t.o the Basic 
Grant Program. However, there are 

FOR' FURTHER 
CONTACT: 

INFORMATION other regulations which affect all Fed

William Moran, 202-245-1744. 
SUPPLEMENTARY INFORMATION: 
These proposed amendments are being 
submitted for public comment. The 
final regulations resulting from this 
notice of proposed rulemaking are ex
pected to be in eff~t for the 1978-79 
award period. 

eral stUdent financial assistance pro
gr:uns, including Basic Grants which 
must also be complied with by admin
istrators of tt.e program. The Students 
Consumer Information Services regu
lations (45 CFR Part 178) were pub
lished on December 1, 1977- 8.'l final 
regulations. Other regulations cur
rently being developed are: Procedures 
for Determining Iruititutional Ellgibil-

:ty and Rerognizing National Accredit- • 
ing Bodies and State Agencies (45 CPR 
Part 149) and General Provisions Re
lating to Student Assistance Programs 
(45 CFR Part 168). ... 

A detlilled description of. the 
changes and &mendments to the Basic 
Grant regulations is given below, orga-
ni%ed by subpart. . 

8lJBPA1!TA 

.. Subpari A sets forth the purpose of 
the program, the definitions of the 
tenna used throughout the regula
tiona, . and the eligibility criteria for 
stUdents and for institutions. 

Moat of the revisions and expa.ru;ions 
of the definitions included in this sub
part are of a minor technical nature in 
tended for the sake of clarity and 
llpecificity, and, as such, do not neces-· 
fiiate discussion. Several, however, 
warrant comment. 

In an effort to standardize the lan
iUAi"E UllCd by programs in the 1.3ureau 
fo Student Financial Assistance, the 
following terms are proposed to sup. 
plant current usage. In place of the 
Current term "academic year," the 
term "award period" is proposed to de
scribe the period of time from July 1 
of one year to June 30 of the subse
quent year. "Award period" was select-
ed because it is the· term used for this 
twelve month interval in the three 
campus-based programs (Supple 
mental Educational Opportunity 
Orant, College Work·Study and Na- __ 
tional Direct Student Loan) and in the 
regulations concerning Student Con
SUID.er Information services. 
It is also proposed to supplant the 

current term "school year" with the 
term "academic year." The proposed 
definition of "academic year" would 
establish the amounts of acaGf;;:aic 
work for which a student mus\' enroli 
within an award period in crder to te
ceive a full Basic Grant av,ard. At in
gUtutions under a credit hour system, 
an academic year would mean an in
terval equal to the length of two se
mesters, two trimesters or .three quar-
ters. .. 

At institutions using a clock hour 
system of measuring academic pro
gress, an academic year is measured in 
terms of the number of clock hours 
designated by the institution to be 
completed within the period of an aca· 
demic year, to be a minimum of 900 
clock hours. A stUdent is eligible to re
ceive a portion of a full award based. 
on the number of clock hours complet
ed divided by the number of clock 
hours a full· time student would com
plete during an academic year. 

In the course of the program's exis
tence, instances of program abuse 
have surfaced which indicated a need 
to define "payment period." A pay
ment period is the unit used to divide 
a student's Basic Grant for an award 
periOd into segments of an academic 
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• year. Although a student's Basic 
'Grant Is applicable for an entire award 
period, the disbursement of these 
fundS Is divided into at least two equal 
disbursements (one each payment 
period) so as to m1nlmJ.ze abuse of the 
Pl'Ogram by students and institutions. 
The amount the students sh.ould reo 
ceive for each payment period Is based 
upon the amount of work expected to 
be accomplished by that student for 
that portion of the award period. 

For institutions using clock hours to 
measure progress, the Office of Educa~ 
tion Is proposing two possible defini· 
tions of payment period a!'ld Is solicit
ing public comments on both. The pro
posed definition of payment p~riod at
tempts to ensure that a student, 
before being paId for additional course 
work, will have competed the work for 
which the student has already re
ceived Basic Grant assistance. As de
scribed below, these proposal are in
tended to eliminate a potential area of 
program abuse which exists under cur
rent regulations. 

The difference between the two pro-
. posaIs can be summarized as follows: 

The first definition describes a pay
ment period as a fixed number of 
clock hours to be completed within a 
flexible period of time. The length of 
the payment period would expand or 
contract to correspond with the actual 
length of time required by the student 
to complete those clock hours. The 
second definition describes a payment 
period as a fixed period of time. The 
student Is paid at the beginning of the 
period for the clock hours expected to 
be finished during that period. If, at 

. the <end of the period of time, the stu
dent has not completed that amount 
of work, the IItudent's award for the 
subsequent payment period will be ad
justed. 

The first definiticn (appearing in 
§ 190.2a(d) of the proposed regula
tions) defines a payment period as 
being one-hal! of the IItudent's course 
work withjn r.ll award period. At the 
beginning of a student's enrollment 
for an award period, the institution 
would determine the number of clock 
hours the student can be expected to 
complete during the academic year 
within the award period, and then cal:, 
cUlate and disburse the student's 
award for the first half of th!7.t nca
demic year. The second payment 
period for the student would begin 
only after the student had completed 
the academic work required du."1ng the 
first payment period for.' which that 
student had been paid. The second 
payment period would be based upon 
the number of clock hours the student 
Is expected to complete up to the end 
of the academic year or the award 
period. A payment period might 
extend into the subsequent award 
period, that Is, up to the time the stu
dent. actually completes the academic 
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work for which the student has l:>een .student Is eligible for an additional 
paid. This method would reduce a po- --"payment. If the student had main
tential for program abuse that exists tained the original schedUle and com
under current r~gulatioru; when a stu- pleted 450 hours, the student would 
dent enrolls for, and Is paid on the receive the second half of the Sched
basis of, a certain enrollment statull uled Award. However, the student has 
but fails to complete the number of not complflted 50 of the 450 hours for 
hours whicn should have been com- which the student has been paid and 

• pleted at that enrollment sta.tus. the second half of the Scheduled 
Under current regulations, at the Award mUolit be adjusted to reflect the 

time the second half ·of that student's overpayment in the first payment 
academic year begins, the student Is period. The second disbursement is 
paid once again on the basis of the calculated by mUltiplying the amount. 
number of hours for which the stu- of the first disbursement by 50/450 
dent enrolls, regardless of the amount and subtracting that amount from the 
of academic work actually completed second half of the SchedUled Award. 
during the first hal! of the academic Comment Is solicited on both the 
year. The proPQI;ed definition, includ- proposed definition set forth in 
ed in § 190.2a, stipulates that the stu- § 190.2a and the alternate proposal. 
dent enrolled in a program in which The proposed definition of "institu
progress Is inea,~ured in terms of clock tion of higher education" (§ 190.3) has 
hours would not receive another pay- been amended to include the provision 
ment until the student had completed in Section 1201<11.) of the Higher Edu
the academic work for Which the stu- cation Act of 1965 which allows eligi
dent had already been paid. ble public and other non-:>rofit institu-

Under the alternate definition pro- tions to admit as regular students not 
posed here for public comment, but only high school graduates but also 
not set forth in § 190.211., an award other persons who are beyond the age 
period would be divided into two equal of compulsory school attendlU~ce in 
payment periods of a fixed length of the state· in which the instit,ution Is 10-
time. A student's sec0nd disbursement cated and who have the 'ability w 
would be made on a given date, rather benefit from the training offered by 
than when the student actually com- the institution. The wording of the 
pletes the work for which the student defImti<?n is consistent, with that for 
has been paid, as in the system pro- other Title IV programs. 
po~ed above However under this al- Through the statutory defImtion of 
te~late proPosal, at the time of the "institution of higher education .... the 
disbUTl!ement for the second payment Congress has providecl, as a minimum, 
period, the student would receive the ~rtain requirements. that an institu
full amount of the second disburse- bun must meet in oraer to participate 
ment only if the stUdent had complet- in Federal student lIS:S~t!IDce !?r~
ed the clock hours for wh\ch the stu- grams. The pr~posed deflDltlOn ~f eli
dent had been paid in the first pay- gible prog;am. (§ 190.2a) estab~hes a 
ment p,,7iod parallel WIth the statutory instltution-

If the' sttidcnt had not completed al eligibility req1frements for each o.f 
the appropriate number of' clock L'le categories o. postsecondary instl
hours, the second disbursement would tutions: (1) proprietary, an? (~) public 
be adjusted to reflect the actual or other non-l?rC'lfit instltmions of 
amount of work which will be complet- higher educatIOn and vocational 
ed during the award period. Under the schools. Most noteworthy of these re
proposed alternate definition the stu- quirements Is. the minimum pr-ogram 
dent's award would be adjusted in the length. An eligible program at a pro
following manner to accommodate any prietary institution must include at 
overpayment which occurred in the least 16 semester or trimester hours or 
first payment poriod: ' . 24 qu~r hours, or 600 clock hours of 

~ . supervISed training. On the other 
L Multiply the amount disbut'lIed during hand, an eligible program at a public 

the first pllym,ent period by the following or other non-profit institutIon of 
fraction: higher education or vocational school 
Haurs for 'which pald. but not completed must include at least 24 semester or 

du.ring PIlyraent period, divided by trimester hours or 36 quarter hours, or 
HO'an; !!Cheduled to be completed for the . 900 clock hours of instruction. 
payn\entperiod Under § 190.7, "Institutional EligibU-

and, ity," an institution may pay a student 
only in the payment. period dming 
which the institUtion becomes eligible, 
rather than' retroactively for the 
entire year during which the institu
tion becomes eligible as is permitted 
under the current policy, Similarly, if 
an institution becomes ineligible, the 
institution may pay the student only 
to the end of the payment period in 
which the institution l06es its eligibil
ity. 

'2. BubtJ:'9.ct the amount arrived at in Step 
1 from the amount of the second disbll_"Se" 
ment to'uljust the year's award. 

For fl:tample, on July!. a student 
enrolls in a 900 clock. hour program, 
regist;ertng for 25 hours of training per 
week, The iru;titution disburses one
hal! of the student's Scheduled 
A~d. Eighteen weeks later the 
second payment period begins and the 

I'EDBAI. IEOIS1EI, VOL 43, NO. 94-MONDA'(, MAY 15. -19711 



20924. 

The situation in which a student is 
. enrolled in both regular and corre
spondence course work is addressed in 
§ 190.9,"Deten-..lination of Enrollment, 

. Status under Special Circumstances." 
This proposed rule Is intended to en
compass "outreach prog:rams:' offered 
by many institutions of higher educa
tion. which may involve correspon
dence work or educational aids such as 
television. IIi a relatively unsupervised 
student learnini process. 

"Institutional Administrative 
Allowance" (§ 190.10) implements sec· 
tion 41l<d) of the Higher Education 
Act of 1965, prOviding an administra· 
tive aJlowance of up to $10 per Basic 
Grant recipie~ each award period to 
institutions participating in the Basic 
Grant Program. This allowance is to 
be used first to comply with the Stu
dent Consumer Information regula
tions set forth in 45 CFR, Part 178, 
and then for other administrative 
costs of Title IV Programs. The 
amount of IU1 mstttutlon's allowance is 
contingent tJ!jml the amount of funda 
appropriated lor this purpose by Con
gress. The amount an institution will 
receive will be based upon the number 
of Basic Grant recipients enrolled at' 
the institution durinlr the previous 
award period. 

SUBPARTB 

This subpart establishes and defines 
the application procedures for Basic 
Grants. 

The pr,oposed amendments l"egard
ing the application were rewritten for 
increased clarIty. Se.'<!tion190.11 in
cludes an additional techrlical provi
sion that the address provided on the 
application must be that of the appll· 
cant. A,o institutional address may be 
used only if the stud.ent resides at the 
institution. . 

Section 190.15 provides for an exten
sion of the anuual deadline for cor
recting fin&ncral information on an ap
plicatiol! if the Comm..\ssioner has re
quested documentation to verify that 
information. This provision is part of 
the Office of Education's efforts to 
curb program, abuse by establishing 
procedures to verify an applicant's eli
gibility when there is documentation 
that financialln!ormatlon provided on 
the appllcation form Is not accurate. 

Section 190.16 addresses requggts for 
ret~omputatlon of the expected family 
contribution because ot extraordinary 
circumstances. These extraordinary 
circumstances are the conditions 
under which an applicant is permitted 
to iUe a Supplemental Form. They are 
set forth in Sections 190.39 and 190.48 
which are part of the annual Family, 
Contribution Schedules. 

SUBPARTE 

This subpart establishes the 
allowances for the costs of attendance 
for students el1gible for Basic Grants. 

PROPOSED IULEs., 

Subpart E waa reorganized to aiinplify 
tlie identification of educational costs. 

Section 190.53 was derived from 
190.51<d) of the current regulations to 
deal specifically with costs of attend
ance for students engaged in corre
spondence courses, Tuition and fee 
charges to be included are the actual 
amounts charged for a full academic , 
yelU'. Room and board charges in
cllr.-ed specifically to fulfill a required 
period of residential tralnlng may be 
considered a part of the cost of attend
ance. 

Section 190.53 was added for the 
purpose of defining costs o.f attend
ance for students whose program 
len\rth exceeda the length of the aca
demiC year for institutions mesurln!r 
progress interms of the clock hour sys
tems. The following paragraphs ~x
plain the method of determining the 
allowable costs in calculatln&' the costs 
of attend'mce. 

When determining allowable costs in 
this case, instituUonal charges, includ
ing tUition, feelS, and, when appropri. 
ate, room and board, for the full pro
gram should be multiplied by the fol
lowing.fractiorc 
Clock hoUl'S In academic year divided by 

Clock hoUl'S In program 

This procedure results in a cost oi 
education which has been prorated for 
the length of the academic year. l"or 
example, if an institution charges 
$1,000 tuithln and fees .for a 1,200 hour 
program with a 900 hour academic 
year (900/1,200 X $1.000=$750) $750 

. would' be added to the standard 
allowance:B for room and board and 
miscellarleous expenses in determln.ina 
the stud/ent's cost of attendance. 

When institutional charges include 
room and board, the same procedures' 
are used. For example, in the case of 
an !n.!ltltution which charges $2,400 for 
tuition. fees, room and board for a 
1,500 hour program with a 1,000 hour 
academic year <1,000/1,500 ' x' 
$2,400=$1,600) $1,600 would be added 
to the $400 allowance for miscella
neous expenses in determining'the stu. 
dent's cost of education. ' 

Section 190.51(e) of the current reg
ulations regarding costs of attendance 
for incarcerated students, .has been 
rewritten and amended as § 190.54. 
The tuition and fees which are 
charged to a full-time stUdent for a 
full academic year in the same pro
gram are the allowable costs to be 
used in determining the cost of educa
tion for incarcerated studel1ts. In addi
tion to revising the former regulation 
lor clarity, the amendments address . 
the situation in which an incarcerated 
student is a resident of a. halfway 
house, or a participant in restric.ted 
parole or some other type of rehabili
tative program. In this instance, if less' 
than one-hall of room and boud ex
penses ~e provided by the agency in-

volved, the student will have the sam. 
cost of education allowances as a stu 
dent who Is not incarcerated. The de
termination of whether the Incarcer· 
ation facUlty provides more tlum one
hal! of tIle student'a room and board ' 
expenses is made by the financial &id 
officer. 

The cost of attendance for students 
enrolled. in the U.S. Armed Forces 
Academies is defined in § 190.55. For 
purposea of tbls part, students en
rolled in the U.S. Military Academy, 
the U.s. Naval Academy, the U.S. Air 
Force Academy or the U.S. Coast 
Guard Academy have no cost of at
tendance, and are therefore not eligi
ble for Basic Grant assistllnce. 

SUBPARrF 

In addition to sevenu minor techni
cal adjustments, the regula.tions con
cerning the determination of Basic 
Grant awards incorporate substantive 
ch8llies. In the former category. 
§ 190.61, "Submission of SER for Re
ceipt of a Basic Grant-Cut Off 
Dates," has been expanded by incorpo
rating § 190.76 from Subpart G of the 
current regulations. This change was 
made in an attempt to arrange the 
regulations in a more logical fashion 
so that the reader might more easily 
locate a partiCular item. 

The regulations have been revised to 
reflect more accurately the enrollment 
status of part· time students and to pay 
them accordingly. The legislation gov_ 
erning the program. requires that _ 
student may be enrolled on at least a 
half-time basis to receive a Basic 
Grant. CUtrently program regulations 
define students as either full-time, 
three-quarter-time or half-time. A stu
dent emolled for more credits than 
the amount needed to be considered 
half-time but less than the amount 
needed to be considered three-quarter
time Is considered a halI-time student 
and receives an award computed as 
one-half of the amount of full-time 
student would receive. Similarly, a stu
dent enrolled in a less than full·time 
but .more than three-quarter time 
status Is considered as three·quarter· 
time for Basic Grant purposes and re
ceives an award computed as three
quarters of the amount of full-tlm~ 
stUdent would receive. 

Under the proposed rule eligible stu· 
dents who are enrolled on a less than 
full·time basis will no longer be divld· 
ed into only two part-time categories. 
Rather, the Commissioner is propos· 
ing that a student's status as part· time 
will reflect the exact degree that the 
student's enrollment is related to full
time enrollment status. 

The purpose of this change Is to pro
vide greater equity for part· time stu
dents. Under the proposed rule an 
award will beP,.l' a direct relationship w 
the '"tudent's academic course load. 
With this approach the institution will 
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.' need· onl7 a full-time payment IlChed
we for calculating awards under the 
Basic Grant Program. The half-time 
and three-quart.er-tlme payment 
schedules will :no longer be required. 

At those institutions which use tra
ditional ai!ademic intervals, a. 4tudent's 
award for a payment period would be 
determined by dividing the Schedule 
B~lc Grant awa.-d .by the number of 
payment periods in a schoo1 year and 
multiplying that amount by the credit 
hours In the payment period divided 
by the credit hours 8. tull-time student 
would take in a payment period, For 
example, a student t&klng 11 credit 
hours a term at an institution which 
considers'12 hours per term full-time, 
would receive I'll. of the Scheduled 
Basic Grant award divided by the 
number of tenns in the academic year. 
Clock hail." system institutions would 
determine a student'" award for a pay
ment period by multiplying the Sched
uled Basic Grant award by the clock 
hours in the pa.yment, period divided 
by the number of clock hours in the 
academic year. For example, in a 900 
clock hour program In which 600 clock 
hours will be completed before the 
close o! the awl!J'd period, the first 
payment period would consist of one
half of the number of hours to be 
completed within the award period 
(300). The student should received 
,300/900 or one-third of the Schedule 
Basic Grant Award for that payment 
period. 

"Attendance at more than one insti
tution during an award period-trans
fer student," § 190.66, 111 the result of 
comblnlng two poinUi with the current 
§ 190.83. When the lnstltutlon is veri
fying the amounts of aid received 
under the National Direct Student 
Loan Program in order to insure that 
the aggregate amount the studlmtre
celves under NDSLP does not t!xceed 
the statutory Umltatlon of $2,500 for a 
two year degree or $5,000 for a bache
lor's degree, and, ascertalnlng, under 
the Supplemental Education Opportu
nity Grant, Program. Whether a stu
dent Is in the initial or continuing cat
egory .for such aid, Basic Grant award 
information should be obtained at the 
8&me time .from the student. It should 
be noted that the'proposed reirUlatioDS 

, governing administrative standards (45 
CFR Part 168) which will be published 
shortly spec1.flcally addresses institu
tional responsibility regarding the re
questing and forwarding of financial 
aid transcripts for students. When the 
institution becomes aware of the 
amount of Basic Grant money that 
the student -has received, the Basic 
Grant award at the new school must 
be adjusted 1.f necessary to ensure that 
the student does not exceed the high
est Scheduled Basic Grant Award for 
the award period for which the stu
dent Is eligible. II tlie student does re
ceive more than that amount. the stu-

PlOPOSED iULES 

dent1Vi1l be required to repa" that 
amount which 111 in excess of the stu
dent's hlahest Scheduled Bu~c Grant 
Awud , 

Section UKI.67, "Study by Correspon
dence," has been added to lonna.llze 
the method oL detennin.lng an award 
for students engaged in such study. 

SUBPARTG . , 

This subpart concentrates on the ad
ministration of grant payments to .tu-

. dents by institutions within the Regu
lar Disbursement System. It has been 
extensively rewritten and expanded to 
accommodate several areas of special 
concern that. as the recent history of 
the program's operation indicates, 
have not been adequately addressed. 
l4&ny of the current regulations 
merely required expansion &n,d reorga
niZation. AiBo, additional rules were 
developed for some aspects of the op
eration of the program in order to pre
vent potential or, in some cases. actual 
source.t! of program abuse bY,institu
tions and students. 

Over toe past several years some in
~itut1ons have demonstrated that 
they were not capable or properly ad
ministering the disbursement of Basic 
Grant funds under the Regular Dis
bursement System. As a result. the 
Commissioner .terminated each of 
those school's Agreement in order to 
protect both the interests of the gov
ernment and the atudents attending 
those institutions. Therefore, § 190.73 
Is to formalize the process of termina
tion. This section provides for that ter
mination upon thirty days notice from 
the Commissioner, unless the Commis
sioner determines that a notice of 
shorter duration is necessary to .pre
vent the llkeJihood of substantial loss 
of funds. 

Students who are enrolled in an in
stitution subject to termination would 
still be entitled. to receive their Basic 
Grant payments; however, the institu
tion would have to enter into an agree
ment with the Commissioner under 
the -Alternate Disbursement SyStem 
(ADS), The institution would then be 
responsible, under Subpart H of these 
regulations, to provide the Commis
sioner with that in.formation neces..c;ary 
under ADS to facilitate the continued 
disbursement of funds to Its students. 

An institution can choose to termi
nate its RDS agreement with the 
Commissioner. However, that termina
tion would take effect only on the last 
day 'Of the award period in which a 
termination Is requested. 

Sectlon 190.75, "Determination of 
l:ugiblllty for Payment," includes two 
requirements applicable to all Title IV 
programs which result from the Edu
cation Amendments of 1976. These re
quirements, set forth tn Section 497{e) 
of the Higher Education Act {)t 1965, 
as amended, -stipulate that a student 
may receive aaslstance from Title IV 
programs only 1.( that .student: 
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(a) Ia maintainlne aat~fac"..ol'Y pro
erCfiS in the etudent's course of study 
acc()rding to the standards and prac
tlcea of the institution in which the 
stud,'ent is enrolled, and 

(b) DoP~ not owe a repayment on a 
I3anlc Grant, Supplemental Grant, or 
State Student Grant received to meet 
COSU1 of attendance at the institution 
in whlchJhe stUdent is enrolled, and Is 
not 1n default on a National Direct 
Student Loan received from that insti
tution or on a Guaranteed Student 
Loan a.dvanced to meet the student·s 
costs of attendance at that institution. 

Proposed regulations for the Basic 
Grant Program on these two statutory 
provisions were included in the noUce 
af proposed rulemaklng published in 
the F'l:DD!.AL REGISTER on April 8, 1977. 
In adcUtion to setting forth tha basic 
statutory requirement, the proposed 
rUle also provided that 1.f the institu
tion determined at the beginning of a 
payment period that the student was 
not making u.tlsfactory progress, but 
IS able to reverse that determination 
before the ~nd of the payment period, 
the student may be paid for the .entlre 
payment period. However, If the rever
sal of its orlginal determination does 
not OOCll!' until after the end of the 
payment period, no retroactive pay
ments may be made for that payment 
period. This prope,salfor dealing with 
the satisfactory progress requirement 
in the statute has been repeated in 
this notice of proposed rulemaking. 

In responding to the April 8th notice 
of proposed rulemaklng a number of 
commenters asked 1.f any parameters 
would be set by the Office of Educa
tion for institutional standards of sat
isfactory progress. If the contents of 
an institution's standards of "satisfac
tory progress" esta.bl1shes a .r.e<i.50nable 
code. this w!:i~I?,d be acceptable to the 

- Office ot Education. In setting its 
standards the mstitutlon is establLsh
tng a framewora: for evaluating a stu
dent's efforts to ac!1leve an education
al goal within a given period of time. 
In maki. .. 18 this evaluation the institu
tion needs to blow t.he normal time 
frame fH completion ot the COUl'SP. of 
study in which the student Is enrolled 
iiIld it mur;t hnve some means, lIuch as 
erades or work projects completed, 
which t!aIl be measured against B, 
norm. 

Although the content of an institu
tion's standards of "satisfactory pro
aress" will not be subject to regulation 
at this time, the statute requires that 
the institution have some standards. 
An institution lacltlng any standards 
would be precluded from maJ.dng any 
payments to atudents under Title IV 
programs since It would have no 
means ot measurement for rnaking the 
determination required by the statute. 
If en institution already hr.lS standarcls 
of "satisfactory progress" It may use 
those standards in determining .ellgi-
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bility for paymenbl under the Basic 
Grant and other Title IV programs. If 
it does not already have any standards 
it must adopt standards which will be 
applicable at least for recipients of aid 
under Title rv programs. Whatever 
standards are used for determining eU
gIbility for payment under Title IV 
programs must be applied uniformly 
for recipients of aid under each of 
those programs; it would not be per
missible, for example, 'to have one 
standard for receiving a Basic Grant. 
and another for receiving a National 
Direct Student Loan. 

Paragraph (e) of ~ 190.75 reflects the 
statutory prevision stipulating that 
the institution may not pay a Basic 
Grant to a stUdent who owes a refund 
because of an overpayment received 
under any of ~he thi-ee Title IV grmlt 
programs. An overpayment may result 
from an error by the student in com
pleting the application or an error by 
the institution in making payment. 
The regulation d!!ferentiates between 
these two kinds of errors. II the over
payment was the result of an institu
tional error, the institution ms,y pay 
the Basic Grant if the student ac
knowledges in writin~ the amount of 
the overpayment and agrees to repay 
It within a reasonable period of time. 
The proposed regulation leaves the 
period of time for this repayment to 
the discretion of the institution in 
order that the financial aid officer 
may take the ind!vidual circumstances 
of the student into account. The insti
tution may extend that period of ttme 
into ftl,ture award periods. II the over
payment resulted from an error on the 
part of the student, the institution 
may pay the Basic Grant if the over
payment has been repaid by the stu
dent or can be eliminated within the 
award period in which it occurred by 
adjusting subsequel1t Basic Grant pay
ments for that award period. 

In addition to overpayments result
ing from student errors in completing 
the application or institutional errors 
in computing the amount of a grant, 
overpayments may also result if the 
student leaves the institution before 
the completion of the period for which 
the funds were awarded. The notice of 
proposed ruIemaking published on 
April 8, 1977 discussed the issue of at
tribution of repayment8 from c8.'Sh dls
bursements made directly to the stu· 
dent when the student leaves the insti
tution before the con:mletion of the 
period for which the funds were 
awarded. In thr.t notice a formula was· 

. proposed, to be inserted in § 190.77 of 
the Basic Grant regulations, for calcu
lating the portion of a grant disburse
ment which should be coosidered an 
overpayment subject to repayment by 
the student_ There was a general con· 
sensus among the commenters that 
the formula did not allow sufficient 
flexibility· for the- institution to take 

PROPOSED RULES 

applicant (and the parents of depend~ 
ent applicants), it Is imperative tha'W 

·the pertinent data be accurate. There
fore, the Commissioner has taken a 
number of steps to help ensure that· 
ali applicants report correct informa-
tion on their applications for aid. 

An applicants must, of course, sign 
the certification statement on the ap· 
plication in which they agree to pro
vide, if requested, any documentation 
necessary for the verifIcation of their 
reported information. This section 
then outlines those situations under 
which the commissioner will request 
documentation to verify that informa
tion. It further requires that institu· 
tlons must request from the student 
substantiating information or correc· 
tions if there is reason to believe that 
the information on the SER is Inaccu
tate. II a student makes a correction 
which results in a change in the ex-

into consideration the circumstances 
of individual students in determining 
the amount of a cash disbursement 
which should be repaid. In response to 
the commenters' concern. the pro
posed formula has been discarded. In 
its place the- Commissioner is propos
ing a. procedure in which the institu
tion would have discretion in de term· 
ing the portion of a cash disbursement 
'it considered "unused" as of the date 
the student withdraws. The portion of 
the "unused" amount which should 
then be considered an overpayment 
for ench specific Title IV grant or loan 
program would then be determined by 
a simple proportional ratio. This pro
posal is included in proposed regula
tions for all Title IV programs entitled 
"General Provisions Relating to Stu· 
dent Assistance Programs (45 CPR 
Part 168)," to be published shortly in 
the FEDERAL REGISTER as a notice of 
proposed ruIemaking. 

PaJ'agraph (e) of H90.75 is intended 
to clartfy the institution's responsibili· 
ty in fulfilling the statutory require
ment stating that It may not pay a 
Basic Grant to a student who Is in de. 
fault on a Guaranteed Student Loan 
advanced to the student for attend· 
ance at that institution. This para· 
graph provides that in determining 
whether the student is in default the 
institution may rely on a written state-. 
ment from the student. Thus, the in
stitution would not be required to ini· 
tlate inquiries with commercial lend
ers to determine the current repay
ment status of each of Its potential aid 
recipients. Also, this paragraph of the 
proposed regulation provides that the 
institution may. if it chooses, pay a 
Basic Grant to a student who is in de
fault on a Guranteed Student Loan if -
the guarantor <l.e., .the Commissioner 
or the applicable guarantee agency) 
has determined that the student has 
made satisfactory arrangementS to 

. peeted family contribution, the insU· 
tution must recalculate the award. Ad
ditionally, institutions are required to 
withhold payment if they have docu-, 
mented evidence shOwing that the rel
evant information on the SER is erro
neous, wherea,g they may not withhold 
payment if they believe the informa
tion to be inaccurate, but lack docU
mentation. 

. repay the defaulted loan. Similarly, 
the institution may, if it chooses, pay 
a· Basic Grant to a student who is in 
default on a National Direct Student 
Loan at the institution, if the institu· 
tion determines that the student has 
made satisfactory arrangements to 
repay it. 

As a meana of strengthening the 
effort to control abuse of the Basic 
Grant Program by students, Section 
190.77, "VerU"1cation of Information on 
the SER-Withholding of payments," 
has been added. The procedures in 
this section pertain to verifying the in· 
formation on the SER either before or 
aIter payment has. been made. II the 
institution discovers that inaccuracies 
exist on the SER after payment has 
been made. the procedures outlined in 
§ 190.80, "Recov~ry of overpayments," 
may alSo apply. Since the eligibility 
for Basic Grant assistance is based on 
need which is determined solely on the 
basis of information 5ll,pplled by the 

This section also provides proce
dures for institutions to report unre
solved cases to the eommissioner and 
for cancellation of a student's award if 
the stUdent does not provide a com_ 
plete and acceptable response to th . 
Commissioner's request for documen
tation within an established time 
period. Concurrent with this award 
cancellation, the student's identiflca· 
tion number is placed in a "hold" 
status which will prohibit the process
ing"of any future applications in that 
award period or in subsequent award 
periods until the student has complied 
with the Commissioner's request. 

For example, if a student submits an 
8ER and the financial aId officer has 
reason to believe that some of the data 
on the SER is incorrect, the financial 
aid officer must request that the stu
dent review the information for accu
racy and correct any erroneous en
tries. If the student does not correct 
the suspeCted discrepancy or does not 
prove to the financial aid officer's snt- . 
isfactlon that the information is cor
rect, the financial aid officer would 
submit the case to the Commissioner. 
As already indicated, the financial aid 
officer would continue to pay the 
Basic Grant pending the outcome of 
the Commissioner's investigation 
unless the financial aid offIcer had do
cumerued evidence supporting his or 
her belief that the SER is not valid or 
unless the Commissioner specifically 
instructed the aid officer to withhold 
payment. 

Once the Com.m.lssioner has re
viewed the case, a determination will 
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e be made as to whether additional doc
: mnentation or corrections are neces· 

sary. If a student iB asked to supply 
additional Information, the' student 
will have to comply within an estab-

"llshed time period In order to avoid 
the cancellation of the grant. If the 
student forfeits the right to the grant 
by falling to supply requested docu
mentation, that student w1ll not be 
able to receive any additional consider
ation for future Basic Grant assistance 
until the requested documentation hM 
been provided or until the Commis
sioner determines that the need for 
the docunlentation no longer exists. 
If the student does submit the re

quested documentation and all neces
sary corrections have been made, then 
the amount of the Basic Grant to 
which ihe student will be entitled w1ll 
be based on the valid SER which re
sults from the ver'.fication process. 
However, if that SER is submitted 
after the close of the award period be· 
cause of the verification process, the 
stUdent w1ll only be eligible for pay
ment up to the amount that w~r; 'previ
ously withheld because of the v!:rJ,fica· 
tion process, even if the second SER 
has a lower eliglbllity Index than the 
original. The reason for this rule is t~ 
avoid Imposing upon institutions the 
administrative burden which. would be 
Incurr~d if they were required to reo 
compute grants from previous award 
periods.. . 

"
Section 190.78, "Method of .i.')~burse

, ment by Check or Credit to the Stu. 
dent's Account," has been expanded to 
Include instructirfilS to the institution 
concerning its respolU5ibllity to notify 
students about the avallability of their 
·check.. To address the problem of stu· 
dents who do not pick up; their checks 
promptly when they are notified that 
the checks are avallable, institutions 
are Instructed to hold those checks fif
teen days beyond the last day of the 
Itudent's enrollment for that award 
period. A student forfeits the check if 
it is not picked up by that time. In 
caaes of forfeits the institution may 
credit the student's account for any 
amount owed by the student for that 
u'ard period. This section aJso. limits 
the practice of early payments to stu· 
dents by the institUtion. A student 
lIl.I.y be paid at or after registration 
but no earlier than ten dtl.ys before the 
first day of classes if the student is 
belni paid directly, and no earlier 
lhan tbree weeks before the first day 
or claasea if the institution is crediting 
the atudent·s account. In addition. if 
an 1nstltullon credits a 'student~s ac
count. the tnslltullon must obtain the 
.ucwnl'l aignature on a Wrlttensched. 
~ or the dates I,nd amounts of each 
~ent. retain a signed copy for 
... twc:Ol'cS&. and cive a copy of the 
~ Ithedule to the student. This 
~ II intended to replace the re
~ In 1180.75(e) of the cur-

'ROPOSED RULES 

rent regulations stipulating that a 
"signed receipt must be obtained for 
each dJsbursement by credit to the 
IlItudent's account. This change is pro
posed In response to institutlonal com· 
ments that the current procedure 
poses an undue administrative burden. 
However, if an institution prefers to 
continue obtal.n1ng a signed receipt for 
each transaction, the series of signed 
receipts may be considered a schedule 
for purposes of comply;lng with this 
regulation. It should be 'noted, howev
er, that if the stUdent officially or un· 
officially withdraws from or is ex· 
pelled by the institution before the 
first day of classes, after having re
ceived a Basic Grllllt payment through 
either method of disbursement, the 
entire PJnount of the payment must be 
restored to the Basic Grant account. 

SinC\!) the Inception of the program, 
a eooperative effort has existed be· 
tween the Offke of Education and var
lOllS RDS institutions In order to I'e
coover overpayments to students, In ad· 
dition to yerifylng Joformatlon found 
on Student Ellglbllity Reports. Section 
190.80, "Recovery of Overpayments," 
for.lI1alizes this effort by delineating 
msUtutiol1al responsibilities and re
j:)Ortlng procedur~s. This section doer) 
not mandate any additiCli:'l.al duties or 
resPoU3ibilities beyond tt>.~fN~ wbicb 
have existed under t.he ce{lpe:rative 
effort. However, it p;etf.; torth those re
sponsibllities In regulations for RDS 
institutions and is Intended to aid In 
preventing further program abuse. In· 
stitutional responsibiUty for overpay
ments which are the result 0:' instltu
tion&l error is stipulated, as well as the 
responsibillty of the institution to co
operate with the Commissioner In reo 
covering overpayments if those over
payments are not the result of in.stitu· 
tionill error. In the former instan.ce, 
the institution is liable to the govern· 
ment for the overpayment but may at
tempt to collect the overpayment from 
the student. In the latter instance, the 
institution Js only responsible for 
making a reasonable effort to contact 
the student and recover the overpay· 
ment. It is required to notify the Com
missioner if it is unsuccessful In recov
ering the overpayment. 
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rollment status, and alao any cliange 
in the student's cost of education. 

"Fiscal Control and Fund Account
Ing Procedures," § 190.82, has also 
been amended. Under current regula
tions institutions may but are not reo 
quired to malntaln a separate a~ount 
for Federal funds. Under the proposed 
regulation, a separate account must be 
malntalned40r FI!deral funds. This reo 
quirement is also proposed in the 
"General Provisions -Relating to stu
dent Assistance Programs (45 CFR 
PUt 168)." 

" Section 190.83, "Maintenance" and 
-Retention of Records," has been 
amended, The requirement of institu
tions to retain records has been In· 
creased from three to five years fol· 
lowing the submission of a final report 
of expenditure of fllnds~ Furthermore, 
any records Involved in a claim or ex
penditure which has been questiollied 
by a Federal audit are to be retairled 
untll the resolution of that audit, ex
ception. This requirement Is consist,ent 
with that provided for the three 
c-.ampus-based Title IV student firum· 
cial assistance programs. 

"Audit and Examination," f 190.85, 
brings the Basic Grunt PrOgram Into 
conformity with the three campus· 
based Title IV progrtuns by requiring, 
at a minimum, that the Basic Grant 
PrOgram be audited at; least once every 
two years. The audits shall be per
formed In accordance with the Depart
ment of Health, Educl\tion, and WeI· 
fare "Audit Guide" for student flnan· 
cial assistance programs. 

SUBPAIlrH 
-This new subpart had been added to 

Part 190 In an effort to define more 
precisely the responsibilities of institu· 
tions, which, for one reason or an
other, operate the administration of 
grant payments unaer the Alternate 
Disbursement System. These new reg
ulations are considered necessary for 
the proper conduct of the Program. 

Under § 190.92, an institution w1ll 
now be required to enter Into a written 
agreement with the Commissioner to 
partICipate In the Alternate Disburse· 
ment System. 

Section 190.81, "Recalculation of a 
Basic Grant Award," has been expand- " 
ed and amended to require that a stu· 
dent's Basic Grant must be, rather 
than may be, recalculated if there is a 
change In the student's expected 

§ 190.92,' "Change In Ownership and 
Change to Regular Disbursement 
System," provid~s that, if an institu
tion changes ownership, its agreement 
with the Commissioner is terminated. 
However, It may be reactivated if the 
institution is found In compliance with 
the eligibility criteria set forth In 
"Procedures for Determining InstItu· 
tional Eligibility and Recognizing Na· 
tional Accrediting Bodies and State 
Agencies (45 CFR Part 149)," when 
these criteria become final regula
tions. (TheY are to be published short· 
ly as a notice of proposed rulemaklng.) 
Institutions may only shift from ADS 
to RDS at the beginning of an award 
period. 

. fanll1y contribution. If the enrollment 
status of a student changed dur1nt& a 
payment period, the institution reo 
tains the option of choosing whether 
or not it w1ll recalculate. If the institu· 
tion, as a nolatter of institutional 
policy, 'chOOSl~s to recalculate for 
changes In em'oUment status, it must 
take Into consideration the portions of 

"the payment period.at both the origi
nal enrollment status and the new en-
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Seetion 190.94 sets f<"Jrth the regula
tions which reflect the continuing re
sponsibility of institutions to provide 
information necessary for the Com
missioner to compute and disburse 
grant payments, and to provide cert.1fl
cation regarding each otudent's eligi-' 
bility or continuing eligibility for pay
ment. This section also embodies the 
requirements mandlited by Section 
497(e)of 'jhe Higher Education Act of 
1965, as <ilJlended, concem1ng satisfao-
torY progress,· repayments owed on 
grants previously received, and default 
status .on Guaranteed. and National 
Direct Student Loans. 

Section 190.96 specifies thatinstitu
tions must maintain records to sup.. 
port the information they supply to 
the Commissioner, provide a routine 
verification of that information as re
quired, and provide access to records 
and information for purposes of audit 
and examina.tion. As in the past. insti
tutions under the Alternate Disburse
ment System do not have responsibili
ty for the actual C<1mputation and dis
bursement of award payments. . 

Non:.-The Office of Education has deter· 
mined that this document doe'S not contain 
a major proposal requiring. preparation of 
an Inllation ImPBCt Statement under Ex
ecutive Order 11821 and OMB CIrcular A-
107. 

Pursuant to the authority contained 
in Title IV of the Higher Education 
Act of 1965, as amended (Pub. L. 89-
329), the Commissioner proposes to 
amend the regulations in 45 CFR Part 
190. 
(Catalogue of Federal DomerJUc Assistance 
No. 13.539 Basic EducationrA1. Opportunity 
qrant Program). 

Dated: March 7,1978. 
ERNEST t. BoYER. 
U.S. Commissioner 

01 EducatioTL 

Approved: May 1. 1978. 
JOSEPH A. CALIFANO. Jr., 

Secretary 01 Health., 
EducatiOn, and Welfare.. 

Accordingly, 45 CFR Part 190 is por· 
posed to be amended as set' forth 
below. 

'ART 190-IASIC EDUCAnONAL 
OPPOITUNITY GRANT PIOG~ 

s.m ...... A-Sco,., Purpo .. 0: .... Gen ... 1 Definition. 

Sec. 
190.1 . Scope and purpose. 
190.2 General definitions. 
190.2a Special terms. " 

. 190.a Institution of h.lgher ~ducatliln. 
100.. Eliglble student. 
190.5 Duratlon of student ellgibUit7. 
100.6 Basic Grant payments from more 

than one institution. 
190.7 Institutional eligibility. 
190.8 Consortium ngreement!r. 
190.9 Determination of enrollment statua 

under special circumstances. 
190.10 Administrative cost allowance tG 

postsecondary schools. 

PROPOSED RULES 

Sec. 
190.11 Application. . 
190.12 Certification ot information. 
190.13 Deadijne for fUlni applications. 
190.14 Notification 01 expected famlly con-

tribution. 
190.15 Applicant's request for recomputa

tion of expected famlly contribution be
cause of clerical or arithmetic error. 

190.18 Request for recomputation of ex· 
pected famlly contribution because of 
extraordlnatt circumstance. 
s..,.rt c-(feMIIy CentriIMlen ScIoMuIe) 

Su..,.,. D-{Fallllly CIIntriIouIIooo SdI ....... ) 

SuIopart !-Coo .... A-""'" 
190.51 General attendance costs. 
190.52 Attendance costs for students In 

correspondence study programs. 
190.53 Attendance costs for students whose 

program lenltih exceeds the academic 
year at institutions using clock hours. 

190.54 Attendance costs for Incarcerated 
stUdents. 

190.55 Attendance cost for students at U.s. 
Armed Forces academies. 

SuItp40rt ~lnatIMI .... lie Grant A.a"" 

190.61 Submission proceM and deadline for 
Student Eligibility Report. . 

190.62 Calculation ot a Scheduled Basic 
Grant at full funding. 

190.63 Calculation of a. Scheduled Basic 
Gl'1Lnt at less tha!l full funding. 

190.64 Calculation of Basic Gl'1Lnt for a 
Pllymentperiod. 

190.65 Calculation of Basic Grants for 
terms whlch span two award periods. 

190.68 Transfer student: attendance at 
more than one institution durll.lg an 
award period. 

HIO.67 Correspondence study. 
Subp.t G-Ad",ln.tratIeft .. Grant Pay.._ 

........ DI ............ Sy.t_ 

190.71 Scope. 
190.72 Institutional agreement-Regular 

. Dlsbursement System. 
190.73 Ternilnation of agreement-Regular 

U);;our.;ement System. 
190.74 Advancement of funds t,." Instltu· 

tlons. 
190.75 Determination of et1glblllty for pay· 

ment. 
~ 190.76 Frequency of payment. 

190.77 Vertlcatlon·of information on the 
SER-wlthholdlng of payments. 

190.78 Method of disbursement-by check 
or credit to students's account. 

190.79 Affidavit of edUcational purpose. 
190.80 Recovery of (.lIrerpa:;ments. 
190.81 Recalculation of 8. Basic Grant 

award. 
190.82 FIscal control and fund accOll:lltlng 

procedures. 
190.83 Malntenance f.nd retention of rec· 

ords. 
190.84 Submission of reporta. 
190.85 Audit and examination. 

Sub ...... H-Ad",lnl.tratIeft .f Gftont , .. ,...._ 
~ Dldtu ... "' .... Sy.to .. 

190.111 Scope. 
190.93 Institutional agreement-Alternate 

Disbursement System (ADS). 
190.93 Change In ownership and change ta 

the Regular Dlsbursement System 
(RDS). 

190.94 Cal!:ulation and disbursement of 
awards by the Comlllsioner of Educa· 
tlon. 

~~:95 Termlnatlon of enrollment and-
refund. -

19'0.98 Malntenance and retention of rec· 
ords; access for purpose of audit. 

AUTHORITY: Section 411 of the Higher 
EducatIon Act of 1965 as added by Section 
l~l1(b) of Public Law 9~-318, 88 STAT 247-
21;1 as amended, (20 U.S.C. 1070a) unless 
otherwise noted. 

Subpart A-$;c0pe, I'urpo •• and Gen.ral 
D.flnilion. 

§ 190.1 Scope and ·purpoR; 
The Bssic Educational Opportunity 

Grant (Basic Grant) Program is to 
help fina.ncially needy ,students meet 
the costs of post-sec(:mdary education. 
(20 U.S.C. 1070&.) 

§ 190.2' General definitions. 
As used in this part: 
(a) Academic year; (1) A period of 

time in which a full-time student is ex· 
pected to complete the equivalent of 2 
semesters, 2 trimesters or 3 quarters at 
institutions using credit hours; or 

(2) At least 900 clock hours of train· 
ing for each program at institutions 
using clock hours. 
(20 U.S.C. 1088(c)(1).) 

(b) Act: Title IV-A-l of the Higher 
Educa.tion Act (REA) of. 1965. as 
amended. 

(c) A ward period: The period of time 
between July 1 of one year and June 
30 of the following year. . 

(d) Clock hour: The equivalent of- a 
(1) A 50 to 60 minute class, lecture otW 

recitation; or 
(2) A 50 to aO'minute faculty super· 

vised laboratory, shop training or in· 
ternship. 

(e) Commissioner: The U.S. commis· 
sioner of Education or his/her desig· 
nee. 

(f) Enrolled: Completion of registra
tion requirements at the institution a
student is attending or will be attend· 
ing. 

(g) Enrollmentlltai'U.'1: The following 
fraction: the student's credit or clock 
hours for a payment period/credit or 
clock hours of a full time student for a. 
payment period (if this fraction ex· 
ceeds one (1), then one (1) is used as 
the student's enrollment status). 

(h) Full·time student: An enrolled 
stUdent who is carrying a full· time 
academic worK loa,d (other than corre· 
spondence) which' is determined by 
the institution and amounts to one of 
the following minimum requirements: 

(1) 12 semester hours or 12 quarter 
hours per academic term in those in· 
stitutions usirig standard semester, trl
mester~r quarter hour systems; 

(2) 24 semester hours or 36 quarter 
hours per academic year for Instltu.· 
tions using credit hours to measure 
progress but not using semester, tri
mester or quarter systems; 

(3) 24 clock hours per week for insti· 
tutions using clock hours; 
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(4) In those institutions using both 
credit and clock hours, 1! the sum of 
the fractions is 'equal to or greater 
thar.()ne: 

the num~er of credit hours/12 plus 
. (+) the number of clock hours/24 

(5) A series of courses or seminars 
which will equal 12 semester hours or 
12 quarter hours in a maximum of 18 
weeks' or • 

(6) The work portion of a coopera· 
tive education program in which the 
amount of work performed is equiva· 
lent to the academic work-load of a 
full·tlme student. 
(20 U.s.C. 1088(c)~2).) 

(l) Good standing: The eligibility of 
a student to continue attending the in· 
stltutlon in which he/she is enrolled 
in accordance with the standards of 
the institution. 

(j) Hal/·time student: An enrolled 
student who is carrying a half·tlme 
academic work load which is deter
mined by the institution and amounts 
to at least half the work load of a full
time student. (see full·tlme student) 

A half·tlme student enrolled in cor
respondence study must meet the 
minimum requirement of at least 12 
hours of preparation of work per 
week. HOWever, regardless of the work 
load, no student enrolled in correspon
dence study will be considered more 
than a half·tlme student. 

(k) Nonprofit inStitution: An institu-

e tion owned and operated by one or 
more nonprofit corporations or associ· 
atlons in which no part of the net 
earnings benefit SUly private share 
holder or i,ndividual. 
(20 U.s.C. IHHc).) 

(l) Payment schedule: A table show
in'g a full·tlme student's Scheduled 
Basic Grant for a given award period. 
This -table, published by the Commis
sioner. is based on-

(1) The Family Contribution Sched
ules described in Subparts C & D; 

(2) Attendance costs as defined in 
Subpart E; and 

(3) The amount of funds available 
for making Basic Orants. 

(m) Scheduled Basic .Grant: The 
amount of a Basic Grant which would 
be paid to a full·tlme student fora full 
academic year. 

(n) State: The states 'of the Union, 
American Samoa, the Commonwealth 
of Puerto Rico, the District of Colum
bia, Guam, thE.' Trust Territory of the 
Pac1!lc Islands, the Virgin Islands and 
the Northern Mariana Islands. 
(20 U.s.C. IHl<b); 20 U.s.C. 1088(a).) 

(0) Student Eligibility Report (SER): 
A report provided to the applIcant 
shOWing the amount of his/her ex
pected family contribution. 

(p) Undergraduate student: A stu
dent, enrolled in an undergraduate 
course of study, at an institution of 
higher education who; 

PROPOSED IULES 

(1) Has not been awarded a bacca
laureate or first professional deiree; 
and 

(2) Is in an undergraduate coune of 
study which usually does not exceed 4 
yents, or is enrolled in a 5·year pro
gram designed to lead to a first deln'ee. 
(A student enrolled in any othet 
length program b considered an un
dergraduate student for only the first 
~.years). 

(20 U.S.C. 1070a unless otherlec noted.) 

§ 190.2a Special tel'1l\L 

(a) Eligible program 'in a public or 
nonprofit private college, univenUy,. 
junior college, community college or 
vocational schooL' An underln'aduate 
program of education or t1'&in1na 
which- . 

(1) Admits as regular students only 
persons who- • 

(i) Have a certificate of i1'8duation 
from !!. secondary school, (~h school 
graduates), . 

(Ii) Have the equIvalent of I, high 
school diploma, a General Educ:ation 
Development (OED) Certificate, and 

<iii) Are beyond .the age of conlPul· 
oory school attendance in the State in 
which the institution is located, anel. 
may bene!it from the education e>r 
training offered. 

(2)(1) Leads to a bachelor, asaociate 
or undergraduate professional deln'ee, 

~ii) Is acceptable for full credit 
toward a bachelor degree, or 

(iii) Is at lesst a 1-year program lead
ing to a cert1!icate or degree, which 
prepares students for gainful employ
ment in a recognized occupation. (A 1-
year program is defined in I 190.3(c». 

(b) Eligible program 'in a proprietary 
institution of higher education: An un
dergraduate program of education ~ .. 
tra!n1ng which-

(l)Adm1ts as regular students only 
high school graduates or GED recipi
ents 

(21 Leads to a degree or certificate, 
(3) Prepares students for gainful em

ployment in a recognized occupation, 
and 

(4) Is at least a 6·month program as 
defined in § iSO.3(d). 

(c) Regular student: A person who 
enrolls in an eligible program at an in· 
stitutlon of higher education for the 
pUrp<>Se of obta1ning a degree or cer
tificate. 

(d) Payment period-General. Insti
tutions not using semesters, trimes
ters, quarters or other academic terms, 
or which do not measure proln'ess in 
credlt hours, must have at least two 
payment periods between July i of 
one year and June 30 of the following 
year (an award period). The two pay
ment periods are calculated in the fol-
lowing WllY: '. 

(1) If the student's ac&derr..lc year is 
Within one award period and t.he stu
dent's educational pro~ III [1ot less 
than a full academic yeez-' .... 
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(J) The first payment period Is the 
fint half of the student's academic 
year, and 

(if) The RCOnd payment period is 
the IeCOnd half of the student's aca· 
demlc year. 

(2) U the student's academic year Is 
NOT Within one award period or the 
student's educational program is LESS 
than a full academic Ye&l'_· 

(i) The '!irst payment period Is the 
first half of the hours the ~tudent is 
scheduled to complete within the 
award period, and 

(U>The second payment period 
begins when the first payment period 
ends and ends when the student com· 
pletes all hours he/she was scheduled 
to complete between the beginning of 
the second payment period and June 
30. 

(3) PI. student With incompleted 
hours for the second payment period 
of' any award period may complete 
them durlni the follOwing award 
period. In this ease, the first paYment 
period of the new award period will 
not begin llntU the student has fin
ished all carried over hours for which 
he/she was p!J.Id. 

(e) Pavment period-Academic 
umu/crel1tt hour inst'itutt01~. For 
those instltUtiOllB which use academic 
terms and meaaure progress in credit 
hours, a payment period Ia· a span of 
tlnie which corresponds with each se
mester, trimester, quarter or other 
academiC term. 
(20 U.s.C.I010a.) 

I U0.3 IDltltution of hiKher education. 
An-institution of higher education is 

a public, private nonprofit or propri
etary institution. 

(a) A public or private ftOf!profit in
atttution oJ higher Education is an 
educational institution which-

(1) Is in·a State; 
(2) Admits at: regular students only 

persons who-
m Have a high school diploma, 
(11) Have a GED Cert1!lcate, or 
(W) Are beyond the age of compul· 

IIOry school attendance in the state In 
which the institution is locate, and 
have the abliity to benefit from the 
tralnini offered. (An institution must 
document a st"dent's abUity to benefit 
from the t.ra.Ining offered on the basi!, 
of standardized test, other measure
ment instruments, practlcum exam1na
tlOllB or verificable Indicators such as 
written recommendations from profes
sional educators, counselors, or em· 
ployers not affWated With the institu
tion); 

(3) Is leplly authorized to provide 
an education prosram beyond Gecond
ary education in each SUilte In which 
the InstitUtlOIll 'JI physically located; 

(4) Provides--
(I) An educational 'Program for 

which It awards an associate, baccalau-' 
reate, advanced or professional degI'ee, e RDHAL bOlSTER, VOL 43, NO.'t4 MONDAY, 'MAY IS, 1m 
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(11) At least a 2.year program which 
is acceptable for full credit towards a' 
baccalaureate degree, or 

(lii) At teut a 1-year trainlng pro
gram which lea& to a certUicate or 
degree and prepares IItudents for Sain. 
fuI employment in a recogn.\Zed occu· 
pation, and' ' 

(5) Is-
m Accredited by an accreditina' 

agency, 
(ti) Approl'ed by a State agency ree

ognl.'M!<i by the CommJasioner as .. rell· 
able authority on the quallty of publlc 
poatsecondanr vocational education In 
ita State, if the instututlon is a publle 
postsecondary l'ocatiOnal educational 
institution, 

(iU) An institution which has satill
~actorlly assured the COmm.i!lsioner 
that it will meet~ the accreditation 
IItandards of an agency or association 
within a reasonable time, considering 
the resources available to the institu· 
tion, the period of time it has operated 
and its efforts to meet' accreditation 
standards, or 

(1v) An Institution whose credits are 
accepted on transfer by at least 3 ac· 
credited institutions on the same basis 
as transfer credita from fully accredit
ed institutions. 

<b) A proprietary institution 01 
higM'r education is an educational In· 
stitution which-

(1) Is not a pub1lc ot other nonprofit 
institUtion; 

(2) Is in a State: 
(3) Adm1ta as regular students only 

person who have a high school diplo
ma or a GED certificate; 

(4) Is legally authorized to pro'tide 
postsecondary education in the state 
In which it Is phYsically located; 

(5) Provides at least a 6-month 'pro
gra...-n of training to prepare students 
for gll.inful employment In & recog· 
nized occupation; 

(6) Is accredited by an accrediting 
, agencr, 

(7) Has been in existence for at least 
2 years, I.e., is legally authorized to 
provide, and has provided. a training 
program on a continuous basis to pre
pare students for gainful employment 
in a recognized occupation during the 
24 months (except for normal vacation 
period) preceding the date of appllca
tion for eligibUlty; and 

(8) Has entered into an agreement 
which the Commissioner has deter
mined will insure that the availabUlty 
of assistauce t,') stUdents under Title 
IV of HEA has not resulted in, and 
·will not yesult in, increased tuition, 
fees or other charges to Its students. 

(0) One lIellT tTaining J)TOgTllm.. A 
t)rogram which 111'-

(1) At leut 24 IItmester or trimester 
houra or units, or 36 Quarter,..hours or 
units, at institutions using semesters, 
trimesters or quart..er Systems; 

(2) At least 900 clock hours of 8l1per
vised tr&ining at lnatltutions not using 

PROPOSED RULES· 

'Semesters, trimesters or Quarter .ys
tems; or 

(3) At least 900 hours of preparation 
for a correspondence program. 

(d) Six month trailling pro{1TllnL A 
PrOgram which is-

(1) At least 16 seme8ter or trimester 
hours or 20i quarter hours at fnlltltu. 
tiona using semeater. trimestel'fl. or 
quarter syStems; 

(2) At least 600 clock hours of lIuper
Vised training at institutions not using; 

. semesters, trimesters, or qUaril!r hour 
lIystems. or 

(3) At least 600 hours of preparation 
for a correspondence proit'&JD,. 
(20 U.s.C. 1141(a), 20 U.s.C. lQ8l1(b)(3).) 

§ 190;( Eligible ttudent.. 
(a) A student Is eligible to receive a 

Basic Grant if the student-
(1) Is accepted for enrollment or is 

enrolled in good standing as at least a. 
half-time undergraduate student at an 
institution of higher education; 

<.:l"/ Is enrolled in an ellgible program 

pursue an undergraduate course o~ 
study leading to such a degree. ~ 

(c) The Commissioner will subtr~ 
from each student'" period of eUgibU
It)', any period fo~. which the student 
has received a BasiC Grant, The eUgi
blllty used during an award period wlll 
be calculated by: The .tudent's Basic 
Grant Award for thllt award period, 
divided by the student's Scheduled 
Basic Grant. 

(d) II a student hn.s received an over
payment in an award period, the over
payment will not be used J.il calculat
ing the amount of e1Jgibillty used. 
(:lO U.s.C. 107011.) 

1190.1 Baale Grant paymenta from more 
than one lJUititution. 

A student will not be entiUed to re
ceive Basic Grant payments concur
rently from more than one institution 
or from the Comm.1ssioner r.nd an in
stitution. 
(20 U.s.C. 10'10&.) 

as a regualar student, u deimed in § 190.'1 Institutional eUrlbllity. 
§ 190.2a; and (1:\)(1) An institution of higher edu-

(3) Is a U.s. Citizen or National, is or cation Is ellglble to participate in the 
intends to become a permanent U.s. Basic Grant Program if ~t. meets the 
resident, or it! a permanent resident of appropriate definition set forth in 
the Trust Territory of the Pacl!1c Is- f 190.3, and is in compliance with the 
l~~. A member of a religious orde; applicable provisions of part 168 of 

this title. "Standards of Admlnistra
(community, society, agency or organ!. live Capability and Financial Respon-
zation) who is pursuing a course of lIibillty." 
study in an institution of higher edu- (2) If an institution be<.:omell eligIblA 
cation will be considered as having a durfllg an award period., a student e~ 
family contribution of not less than rolled and attending that institution 
$1,601 i! that religious order- wIll be eligible to receive a Basic Grant 

(1) Has as a primary objective the for the payment period during which 
promotion of Ideals and belief! regard- the institution. became eligible and 
lng a SupreD,le Being; . any 8l1baequent payment pex1od. 

(2) Requires its members to forego (bX1) An institution of higher eda-
monetary or other 8l1pport substan- cation becomes ineligible to p.artlci. 
tlally beyond the Stipport It provides; pate In the Basic Grant PrOgram if it 
and no longer meets the applicable def1nl· 

(3)(1> Has directed the member to tion set forth in § 190.3, or if its eUgi-
pursue the cour-oe of study, or bllity is terminated under Subpart R 

(11) Provides 8l1bsistence IIUPport to of part 168 of this title. 
its member. (2) If an institution becomes lneligl· 
(:10 U.s.C. 107011.) ble during an award period., an ellgf/lle 

student, who is enrolled and attending 
§ 190.5 Duration of ~dent eUgibUlty. 

(a) A student is eligible to receive a 
Basic Grant for the period of time re
quired to complete an undergraduate 
course of study, That period is usually 
4 academic years, but may be extended 
up to one additional year if-

(1) The student is pursuing a 5-year 
course of study designed to lead to a 
first degree; or 

(2) The student is or will be required 
to enroll in a noncredit remedial 
course of study. 

(b) For the p~se of paragyaph (a} 
of this section, a noncredit remedial 
course of IItudy is a course of study for" 
'Which no credit is given toward an aca
demic degree and which Is designed to 
increase the ablllty of the student to 

that institution, will be paid a Basic 
Grant for the payment period prior to 
the tilXle the institution became inell
glble. In ~ddit1on, an ellgible student, 
who ha.sreceived a Basic Grant or to 
whom a commitment has been made 
before t.he effective date of termina
tion of the Illstltution's eUgibUlty, will 
be paid a Ba.slc Grant for the payment 
per:tod in which the institution became 
inellgible. 

(3) For purposes of this sectlm'l, a 
commitment of a Basic Grant to a stu
dent· is made when a student, who Is 
enrolled in and attending an institu
tion, submits a valld Student ElIgibil
ity Report to the instItution, or to the 
Commissioner if the institution par
ticipates in the program under the Al
ternate Disbursement System. 

FEDEIAL HOlSTE" VOl. a, NO. 94-MONDAY, MAY 15, 1911 



. (c) An institution which becomes in
eligible must provide the Commission
er with the names and enrollment 
status of each student eligible .for 
Basic Grants attendillg the institution 
when its eligibility was terminated. 
. (d) An institution under the Regular 
Disbursement System which becomes 
ineligible must supply to the Commis
sioner-

(1) A list of students to whom a com: 
mltment of a Basic Grant has been 
made as of the date of termlilaUon; 

(2) The amount of funds paid to 
each Basic Grant recipient for that 
award period; 

(3) The amount due to each student 
eligible to receive a Basic Grant 
through the end of the payment 
period; and 

(4) An accounting of the Basic Grant 
expenditures for that award period to 
the date of tcrmlnaticn. 
(20 UJS.C. 1070a..) 

§ 190.8 Consortium ~ments. 
(a) A consortium agreement Is a 

written agreement between at least 
two institutions which enables an en
rolled student in an eligible program 
at the first institution to take courses 
at the second institution which apply 
towards his/her certificate or degree 
at the f!rot institution. . 

(b) If two eligible institutions have 
entered into a consortium agreement, 
the institution at whiGh the student Is 
enrolled and expects to .receive a 
degree or certificate calculates and 
'pays the student's Basie Grant. . 

(c) Courses taken at both institu
tions under a consortium agreement 
will be considered in determining the 
student's enrollment status and cost of 
attendance in calculating the student's 
Basic Grant. 
(20 UB.C. 1070a..) 

§ 190.9 Determination or enrollment 
statu! under 8~ial circumstances. 

(a) Non-credit remedial courses. 1n 
deterrnlning a student's enrollmeT),t 
status, ihe institution will include any 
non-credit remedial course in which 
the student Is enrolled. If a non-credit 
remedial. course Is not measured by 
clock or credit. hours, the institution 
must determJne the equivalent 
number of clock or credit hours which 
should be included for that work. 

(b) Combination of regular and cor
respondence study. If an eligible stu
dent takes correspondence courses 
from either his/her own inStituilon or 
another institution lmder a consor
tium agreement with the student's in
stitution, the correspondence work 
must be included in determtning the 
student·s enrollment status 1I it-

(1) Applies toward the student's 
degree or !Certificate or Is remedial 
work necessary for the student or to 
proceed in his/her course of study; 

PROPOSED RULES 

. (2) Is completed within the period of 
time required for regular course work; 
and 

(3) Does not exceed one-half of the 
student's total course load for that 
payment period. 
(20 U.s.C. 10700..) 

§ 190.10 Admlnstmtive cost lIlJowance to 
participating IlChools. 

(a) Any participating educational in
stitution Is eligible to receive an ad
ministrative cost allowance when 
funds are appropriated by Congress 
for this purpose. 

If funds are sufficient, each partici
pating institution will be paid not 
more than $10 per year for each stu
dent who receives a Basic Grant. (No 
institution may count a Basic Grant 
reclplent more than once in an award 
period). 

All funds a school receives under 
this section must be Used to provide 

. consumer information in accordance 
'with 45 CFR 178, and for additional 
costs of admlnIstratlng student finan
cial aid programs under Title IV of 
REA. 

(b) If .appropriated funds for any 
fiscal year are insufficient to pay full 
allowances, payments will be propor
tionately reduced. If additional funds 
become available for any fiscal year in 
which payments were reduced, 
allowances will be increased propor
tionately to the reductions. 
(20 U.S.C. 1070a(d).l 

$uport a - Applic:atlon Procedvre~ for 
o.t.nnlnlng E~ family Contrlbimon 

§ 190,11 Application. 
(a) To receive a Basic Grant, a stu

dent applies to 'the Commissioner on 
an approved form to have his/her ex
pected famlly contribution deter
mlned. 

(b) The student., and where relevant 
the student's parents or spouse, must 
submlt accurate and complete infor
mation'as of the date the application 
Is signed. 

(c) The address provided by the stu
dent must be hIs/hcr residence and 
not the address of the school, unless 
the student resides at the school. 
(20 U.S.C. 1070a(bX2).) 

§ 190.12 Certification of information. 
The applicant, and where relevant 

the appllcant·s parents or spouse, will 
provide (li requested) information or 
documents, including a copy of Feder
al Income Tax Returns, necessary to 
verlIy the accuracy of the information 
provided. 
(20 UB.C. 1070a(b)(2).) 

f 190.13 Deadline for fiUn: applications. 
For each award period the Corumis

·sioner will establish application filing 
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cut-off dates for determtning expected 
family contributions. 

. (20 U.S.C. 1070a(bXl).) 

§ 190.14 NotiflCBtion of exPectect family 
contribution. 

The Commissioner will send to each 
eligible' applicant a "Student Eligibil
ity Report" which slates the amount 
of the applWant's expected family con
tribution and information used' in that 
computation. 
.(20 UB.C. 1070a..) 

§ 190.15 Applicant's request for recompu
tation of ex~ted faDilly contribution 
because or clerical or arithmetic error. 

An applicant may request Il. recom
putation of the expected family COD
tribution 1I he/she believes a clerical 
or arithmetic error has occurred, or 1I 
the information submltted was inaccu
rate when the application was signed. 

A request for recomputation will be 
made on an approved form and must 
be received by the Commissioner no 
later than the annu8J cut-off date 
unless the recomputation Is necessary 
hec;1.use of a request made by the 
Commissioner to verily information. 
{20 u.s.c. 1070a(bX2).) 

§ 190.16 Reqnest for recomputation of ex
~ted family contribution because of 
extraordinary elrcumstar.cea. 

In filing an application to have an 
expected family contribution deter
mined, an applicant may provide fi
nancial information relating to the tax 
year Immediately following the base 
year lithe conditioIll! in §§ 100.39 or 
190.48 apply. 
(20 U.s.C. 1070a..) 

Subpart C-(Fo1nIIy ContrIbution ScMdvIe) 

Subpart D<-{FoMlIy ContribvtIon Schedule) 

Subpart E-Coth 0' Attlindance 

§ 190.51 General atteddance cOsts. 
(a) Except as provided in §§ 190.52 

through 190.55, the foil owing will be 
recognized as a student's casts of at
tendance: 

(1) Tuition and fees: The amount 
charlr.ed to a full-time student by the 
lnsUtuUon for tuition and fees for an 
academic year. 

Tuition and fees may iI)clude travel 
costs within the Unlte6 States re
quired for completion of the course of 
study, but not for travel between the 
student·s residence and the institu
tion, or for travel outside the United 
States. 

(2) Room and board: 
(i) The aIn9Ullt charged the stUdent 

by the institution under a contract for 
room and board, 

(li) The amount charged the student 
by the !r;.sUtution under a contract for 
room but not board, plus an allowance 
of $625 for the award period, 
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. (ill) The amount cha.rJed the atti. 
dent by the institution under a con· 
tract for board but not room. plWl an 
allowance of $475 for the award 
period. 

<iv) If no contract is entered into for 
either room or board. an allowance of 
$1.100 for the award period whethe:t 
or not the student liyes with a parent, 
or 

(v) Il an lnstitutlon enten Into !l 
contract with the student for :room 
and/or board for 16'l!1& t.luln '? days a 
week, a dally rate will be computed 
and charged the student for th06e 
days llot cOvered by the I.!ontract. Thll! 
amount will be added to the COIIts ea· 
ta.blished under c1&USe.l {no' (ii). or (1ii) 
of subparagraph (a)(2), whichever is 
applicable. • 

(3) An allowance of $400 will be 
made for book.!. supplies and mJ.scella. 
neo'U.!I expenses for the award Pt:riod. 

(b) A student who receives a Basic 
Grant may not be charged more by an 
institution than 0. student enrolled In 
that same program who does not re
ceive a Basic Grant. 
(20 u.s.c. 1070<a)(2)(U)(lv).) 

§ 190.52 Attendance cotr'1oif for student. in 
. correfpon.dellce study proJI'IUM. 

If a. student Is enrolled in a corre
spondence study prOIW<I.t!l. onl,- the 
costs of tuition and tees ch~ed the 
student for that program for an aca· 
demic year will be recognized as a stu· 
dent·s costa of attendance. However, 
room and board costs Incurred tor ful· 
tllllng a required period. of residential 
t.ra.1ning may be recognized &II a cost of 
attendance. 

These room and board costs will bf:
(a) BilSed on instf.tutlonal chnrges; or 
(b) Detenninedo..ccording to the 

costs established 1n § 100.51(o.X2) and 
prorated in the ~e ratio !IS the 
course work cOIIlpIet.ed In residential 
training bears to the c.outse work for 
an academic year. 
(20 V.S.C. 1070a.) 

§ 190.53 Attendance costa Cor student. 
whosi pro«TlllD Jen«ih exceeds the aca· 
demlc year at iastltutionli using clock 
houl'll. 

Costs for student!: whose program 
length exceeds the length of the aea· 
demic year at institutions measuring 
progress in clock hours will be calcu
lated by adding-

(a) Institutional charges X clock 
hOurs in aeademlc year/clock hours in 
program; 

(b) Room and/or boar<i-as described 
In 190,51<aX2) if not determined in 
paragraph (a) of this section; and 

(c) An allowance of $400 for books, 
supplies and ml.&cellaneous expenses. 
(20 U .s.C. l070<II.X2XBXlv).) • 

I-~Qx)SID IUlES 

lIN'" Alt,. ...... C8IIt fel' liIem-eeraW 
.tudell'.&. 

(a) COifts of attenda.."lce for eIJgible 
student. who are 1n~rated and for 
whom, at least one-h&lf of room and 
board expelli~ are provided will in
clUde-

(1) Tuition and tees cha.oged a full· 
time Itudent for an academic year: 
and 

(2) An allowance of $1150 for boob 
and supplies. 

(b) Costs of attendance for eIJKible 
studenta who are incucerated and for 
whom lesp, than one-halt of room and 
board expenses ue provided w1ll be 
the same as those allowed for Itudent& 
who an not incarcerated. 
(20 U.s.c. l070<a)(B)(lv).) 

§ 190.50 Attend_ eOltl for atudug at 
U.s. Annett Forne acdeaaiea. 

Students enrolled at the U.S. Mili· 
tary Academy at West Point. the U.S. 
Naval Academy. the U.S. Air Force 
Academy or the U.S. Coast Guard 
Academy w1l1 be considered to have no 
co.st of attendance: 
(20 U.s.c. 1070a(2)(B)(lv).) 

$ ...... t~ ef laUe G'J'Rt 
A ... 

. f 1~.61 Submisston ~and deadline 
for .tudent eligibility report. , 

(a) A student applies- tor a Basic 
Grant by submitting a valid "Student 
Eligibilib' Report" (SER) to his/her 
institution or to the Commissioner if 
-that institUtion is on the Alternate 
Disbursement System. 

The SER is considered valid only if 
alllnformation used In the caJculation 
of the expected flWllly contribution is 
complete and accurate when the appli· 
cation WM signed. InstitutiolllS are en
titled to rely on SER in!ormation 
except under cGIlditiona set forth in 
~ 190.77 

(b) To receive a Basic Grant, a stu
dent who enrolIa befor May 1 of an 
award period must submit the SE.R to 
his/her institution on or before May 
31 of each award period. 

A student who enrolls on or after 
May 1 of an award period may submit 
the SER to the institution on or 
before June 30 of that award period. 

(c) A studen'i; attending an institu· 
tion under the Alternate Disburse· 
ment System is permitted an addition· 
al ten days to submit the SER to the 
COmissioner; June 10 for those who 
enroll on or before Ma.y 1. and July 10 
for those who enroll elter May 1. 

(d) A student who submits an SER 
to an insUtQUon at the time he/she is 
no longer enrolled and attending a 
program at tha~ instituUon may net 
be pa.id a Basic Grant. 
(20 U.s.C. l070a(b)(2)') 

§ lSlU2, Calculation of a Scheduled Basic 
Grant at full (undine. 

(a.) When' funds are available to sat-

1Bfy all Pf.JlD.ente. the COIllDl1M1oner 
will pay each eIJKibl2 full·time Itudent 
for a complete academic year & BasIc 
Grant which is the loweat of the fol· 
1o~ calculAtioUII: 

(1) The dif!e~nce between $1,800 
and the expected famUy contribution 
stated on the applicant's SER; 

(2) 50 percent ot the ai/pllcant'. COIIt 
of attendance; and 

(3) The difference between the coo 
of attendance and ellpected family 
contribution. 

(b) Notwithstanding paragraph (a) 
of this section, no payment w1ll be 
made !1 the student's Scheduled Basic 
Grant 1& leg than $200. 

(20 U.s.C. 1070e.{&X2),) 

f 196.63 CalculaUoa of • Scheduletl Baaie 
Grallt at leu tium fuU fundinl. 

(a) When funds are not ava1l&ble to 
satisfy all payments, the ColIlIIililBion
er will pay eaeh eIJgible full·time stu· 
dent for a complete academic year a 
Basic Grant wI-Jch is the lowest of the 
followina' calculations: 

(1) The difference between $1,800 
and the expected family contribution, 
reducing the remainder In accordance 
with section 411<bX3) of the Act; 

(2) 50 percent of the applicant's 
costs of attendance; and 

(3) The difference between the costa 
of attendance and expected famil,
contribution. 

(b) Notwithstanding paragraph (a) 
of this section, no payment will be 
made if-

(1) The student'll a.ward is less than 
$50; or 

(2) When calculated at full fundin«, 
the Scheduled Basic Grant is less th!U1 
$200. (See § 190.62(a).) 
(2() U.S.C. 107a(b) (3).) 

§ 190.44 Calculatioll of a Basic Gl'1UIt for 
a payment period. • 

(8,) At those institutions using semes
t.ers, trimesters, quarters, or other aca· 
demlc terms and measuring progresa 
by credit hours. a Basic Grant for 
each payment pterIod is calculated as 
follows: 

(i) II a student Ls enrolled in an ell· 
gible program which is at least a full 
a..na.demic year-

m DetermIne the student's Sched· 
uled Basic Grant according to § 190.62 
(full funding) or § 190.63 (less than 
i'ull funding) whichever is appropriate. 

(il) Divide the Scheduled Basic 
Grnnt by the number of payment peri· 
oels ill the academic year, and 

(iiI> Multiply the result obtained in 
clause (il) by the student's enrollment 
status. (See § 190.2 to determine en
rollment status.) 

(2) If Il student is enrolled in an eli· 
gible program which iB LESS than a 
full academic year-

(i) Detemline the student's &:hed· 
uled Basic Grl\.l\t, 
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(il) Divide the Scheduled Basic 
Grant by th.e number of payment perl· 

. ocls, . 
(III) Multiply the result obtained in 

clawe <1i) by the student's enrollment 
status, and 

. ·(Iv) Multiply the result obtained in 
cl!\.t1.Se (III) by: the credit hours in the 
program/the credit hours in the aca· 
demic year. . 

(b) At those L'lStitutiOIlll which meas· 
ure progress by clock hours or do not 
use semesters, trimesters, quarters or 
other. academic terms, a Basic Grant 
for each payment period is calculated 
as follows: _ 

(1) Determine the the student's 
Scheduled Basic Grant; and 

(2) Multiply the Scheduled Basic 
Grant by: the credit or clock hours in 
the payment peried/the credit or 
clock hours in an academilc year. 

(c) Notwithstanding prullgraphs (IL) 
and (b) of thts section, a student may 
not receive a Basic Grn:nt if the 
amount which the student would re
ceive, projected on the basts of a full 
academic year, would be less than 
either $200 at full funding or $50 at 
less than full funding. 
(20 U.S.C. 10700..) 

§ 190.65 Calculation of BaBic Grants for 
tenns which span two award periods. 

At institutions which measure pro
gress by credit hours and use semes
ters, trimesters, quarters or other aca· 
demic terms, students'will be paid for 
credit hours in terms which span two 
award periods by the following proce
dure: 

(a) Payment for the credit hours will 
be made during the award period in 
which the term begins up to (but not 
to exceed) the student's Scheduled 
Basic Grant for that award period. 

(b) Payment for any remaining cred
its due the student will be m8.de the 
following award period. 
(2!) U.s.C. 107011.) 

§ 190.66 Transfer Itudent: attendance at 
more than one institutian during an 
award period. 

(a) If a Basic Grant recipient with
draws from one institution and enrolls 
at a second in the sam.:> RWlU"d period, 
'the student must reapply for a Basic 
Grant to the seCond ipHtitutlon, or to 
the Commissioner for an ADS institu· 
tlon. (See § 190.72.> 

(b) The second mstitutlon .(01' the 
CornIIiliisioner for ADS schools) calcu· 
lates the student's award according to 
§ 1110.64. 

(c) The second institution (or the 
Commissioner for ADS schools) pays a 
Basic Grant for only that portion of 
the award period in which the student 
ts enrolled at that institution. The 
grant mWlt be adjusted to ensure that 
the student does not exceed the 
Scheduled Basic Grant for that award 
period. 
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(d) A transfer student must repay 
any amount received in an award 
period which exceeds th~ Scheduled 
Basic Grant. 
(20 U.s.C. 10700.,) 

§ 190.67 Correspondence study • 
A student, enrolled in a cOlTespon· 

dence study program will be paid ac· 
cording to the following procedures: 

(a) The institution prepares a writ
ten schedule for submission of lessons 
which must reflect B, work load of at 
least 12 hours of preparation per 
week. ThiS schedule is used to deter
min.e the length of the program. 

(b·) The student's Basic Grant for an 
award period Is calculated as follows: 

(1) Determine the Scheduled Basic 
Grant according to §§ 190.62 or 190.63, 
whichever ts appropriate, and 

(2) Multiply the Scheduled Basic 
Grant by the following fraction; hours 
of preparation in the award period/ 
hours of preparation in the academic 
year. 

(c) The student will be paid as a 
half·time . student. Therefore, the 
maximum award a student may reo 
celve ts the lesser of (1) one·half of the 
student's Scheduled Basic Grant for 
that award perlocl, or (2) the amount 
obtained in subparagraph (b)(2) of the 
section. 

(d) 'A stUdent will receive 2 equal 
payments for an award period. The 
first payment will be made after the 
student has submitted 25 percent of 
the lessons scheduled for the award 
period. 
- (e) The final payment will be made 

after the stUdent has 8ubIl1.ltted 75 
percent of the lessons scheduled for 
the award period. 
(20 U.s.C. 1070a.) 

Subpart G-Ad .. lnifuatlon of Grant 
Paymenh-legular DI~t 5Yltelll 

§ 190.71 Scope. 

ThiS subp!Ui deals with program ad· 
m.inJ.stration by an Institution of 
higher education t.hat has entered into 
an agreement with the Commissioner 
to calculated and pay Basic Grant 
awards. 
(20 U.s.C. 1070a.) 

§ 190.72 Institutional q-reement-regular 
dillbursement syatem (RDS). 

(a) The Commissioner may enter 
into an agreement with an Institution 
of higher education under which the 
institution will calculate and pay Basic 
Grants to its students. The agreement 
will be on a standard form provided by 

- the Commissioner and will contain the 
necessary terms to carry out thiS part. 

(b) The Commissioner will iend a 
payment iChedule for each award 
period to an instl.t~tlon that has en
tered into an agreement under para· 
graph (a) of thIs ICctlon. 

(20 U .s.C. 1070a.) 
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§ 190.73 Termination of agreement-reru
lar disbursement Bystem. 

(a) Tenntnation by Commi3sioner. 
The Commissioner may terminate the 
agreement with an institution by 
aiving-

(1) 30 days noUce; or 
·(2) A shorter period of time if it is 

necesary to prevent the likelihood of a 
substantial 1MB of funds to the Feder· 
al government or to students. 

(b) iTl./onnation provided. The insti
tution must provide the following in· 
formation to the Commissioner If the 
Commissioner terminates the agree
ment: 

(1) A ltst of students who had Basic 
Grant commitments as of the date of 
termination; 

(2) The amount of funds paid to 
Basic Grant recipients for the award 
period in which the agreement ts ter-
minated; . 

(3) The amount due to each student 
eligible to receive a Basic Grant 
through the end of the award period; 
and 

(4) An account of Basic Grant ex· 
penditures to the date ot' termination. 

(c) Tennination b1/ institution. '!'he 
institution may terminate the agree
ment by giving the commissioner writ· 
ten notice. The termination will 
become effective June 30 of that 
award period. The institution must 
carry out the agreement for the reo 
mainder of the award period. 

(d) Tennination because of change 
in ownership which re&ults in a 
change oj control. The agreement 
automatically terminates when an in· 
stltution changes ownership which re
sults in a change of control. The Com· 
missioner will enter into an agreement 
with the new owner If the institution 
complles with requirements set forth 
in § H9.66 of the "Eligibility Regula· 
tlons." (45 CPR 149.66.) 

(e) If an agreement is terminated, 
the Commissioner will pay an instltu· 
tion's students ONLY If It enters into 
an ADS agreement. (See § 190.92.) 
(20 U.s.C. 10700..) 

§ 190.74 AdvlUlcement of funds to institu· 
. tlons. 

The Commissioner will advance 
funds for each award period, from 
time to time, to RDS institutions, 
based on hts/her estimate of the insti· 
tution's needs for funds to pay its 
Basic Grant students. . 
(20 U.S.C. 1070s(bX3)(A).) 

§ 190.75 Determination of ~ligibility (or 
payment. 

(!I.) .An institution may pay a. Basic 
Grant to a student only after It deter· 
mines that the stUdent-

(1) Meets the eligibility require
menta aet forth in section 190.4; 
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(2) 18 enroJ.iled in good standing; 
(3) Is maill1taining satisfactory pro

gress in his/her course of study; 
(4) Is not lin default on any National 

Direct Stud!ent Loan made by that in· 
stitutlon or on any Guaranteed Stu
dent Loan received for attendance at 
that institution; and 

(5) Does not owe a refund on a Basic 
Grant, &. t3upplemental Grant or & 
State Student Incentive Grant re-. 
ceived for attendance at. that institu
tion. 

(b) Before making any payment to 
the studenti for an award period, the 
institution :tnust confirm that he/she 
continues to meet the criteria set 
forth in paragraph (a) of this section. 
However, if 1m eligible student submits 
an SER to the institution and becomes 
ineligible before receiving a payment, 
the institution must pay only the 
amount which it determines could 
have been used for educational pur
poses before the student became ineli· 
gIble. 

(c) If· an institution determines at 
the 'beginning of a pa.yment period 
that a student is not maintaining satis· 
factory progress, but· reverses itself 
BEFORE the end of the payment 
period. the institution may pay a Basic 
Grant to the stUdent for the entire 
payment period. 

(d) If an institution determines at 
the beginning of a payment period 
that a student is not maintaining satis
factory progress. but reverses itself 
.AFrER the end of the payment 
period, the institution may neither 
pay the student & Basic Grant for that 
payment period nor make adjustments 
in subsequent Basic Grant payments 
to compensate for the loss of aid for 
that period. 

(e) Conditions under which students 
who are overpaid grants may continue 
to receive Basic Grants are as follows: 

(1) Overpal/1TW1&t of a Basic u"trant. 
If a student is overpaid a Basic Grant 
at an institution, that institution may 
pay a Basic Grant to that student if (i) 
the student is otherwise eligible, and 
(ll) the overpayment can be eliminated 
in the award period in which it oc
curred by adjusting the subsequent 
Basic Grant payments for that award· 
period. 

(2) Overpayment Q/ a Basic Grant 
due to institutional error. In addition 
to the exception provided in subpara
graph (1) of this paragraph, if the stu
dent is overpaid a Basic Grant at an 
institution as a result of institutional 
error, the institution may also pay the 
stUdent a Basic Grant if: 

(i) The stUdent is otherwise eligible, 
and 

(li) The student acknowledges in 
writing the amount of ""verpayment 
and agreell to repay it in a reasonable 
period of tune. 

(3) OVerpayment on a Supplemental 
Grant. An institution may continue to 
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pay n Basic Grant to a student who l~ 
cei'les an overpayment on a Supple
mental Grant if: 

(i) The student is otherwise eligible, 
and 

(li) An adjw;tment In subsequent fi
nancial aid payments (other than 
Basic Grants) eliminates the overpay
ment in the same sward period iri 
whIch It occurred. 

(f) An institution, In detennlning 
whether a student i'J in. defaUlt on a 
loan made under the Guaranteed Stu
dent Loan Pro&:ram, may- rely upon 
the student's written statement that 
he/she is not in default Unless the in
stitution has information to the corl
trary. 

(g) Conditions, under which students 
who are in default on loan.'! may re
ceive Basic Grnnts are as foll')ws~ 

(1) Guaranteed Student Loan. A stu
dent, who is in default, may be paid a 
Basic Grant if the ConulliJ)sioner (for 
federally insured loans) or a guarantee 
agency (for a loa..'"l insured by that 
guarantee agency) determines that the 
student has made satisfactory arrange
ments to repay the defaulted loan. 

(2) National Direct Student Loan. 
An Institution may-pay a Basic Grant 
to a student in default on a National 
Direct Student Loan made at that in
stitution, if the student has made ar
rangements, satfsfc«:tory to the insti
tution, to repay the loan. 

(h) For purpOses of this part-
(1) Overpayment of a grant means 

that a student received payment of a 
grant greater than the amount he/she 
was entitled to receive; 

(2) Supplemental Grant is a grant 
authorized under Title IV-A-2 of the 
REA; 

(3) State Student Incentive Grant is 
a grant authorized under Title IV-A-3 
of theHEA; 

(4) National Direct Student Loan is a 
loan made under Title IV-E of the 
REA,and 

(5) Guaranteed Student Loan is a 
loan made under Title IV -B of the 
REA. 
(20 U.S.C. 10'!Oa. 20 U.s.C. 1070b et seq, 20 
U.S.C. 10S'taa. et seCt, 20 U.S.C. 1071 et ·seq. 
and-20 U.S.C. 1088b.) 

§ 19it.78 Ft-equency ot payment. 
(a) For each payment period, an in

stitution may pay a student at such 
timesl and In such installments as it de
termines will best meet the st,udent's 
needs. 

(b) Only one payment is required if 
a portion of an academic year occur
ring within one award period is less 
than three months. 

(c) Funds due a student for any com
pleted period may be paid In one lump 
sum. The student's enrollment status 
will be determined a.Ccorcling to work 
already completed. 
(20 U.s.C. 1070a.) 

§ 190.77 Verif!~tlon of Inlormatjon Oill 

the SER-",Ithholdlnr of payment.. 
(a) The Commissioner l'Ilay request 

that 8, student verify the information 
submitted on the application Il1}d in
cluded on the SER, and may request 
an institution to withhold payment of 
a student's grant. 

(b) If an irnIUtution believes that 
any informe;tion on the SER used in 
calculating the student's expected 
family contribution is inaccurate, or if 
the application is chosen by the Com
missioner for verification, the institu
tion must request verification from' 
the student. 

(c) If an inlrtitution can document in
accuracies in the information used to 
calculate the student·s expected. 

. family contribution on the SER, it 
may not pay a Basic Grant for any 
award period untU the student cor
rects the error or verifies the data. 

(d) il an institution cannot docua 

ment that inaccuracies exist on the 
SER, it may not withhold payments 
unless authorized by" the ComlIlission
er. 

(e) A student corrects an SER by
(1) Providing accurate information 

on the SER; . 
(2) Getting the appropriate signa

tures on the SER; and 
(3) Re-submitting the SER to the 

Commissioner. 
(f) (1) If a student makes a correc

tion which results in a change in his! 
her expected family contribution, the 
institution must recalculate the stu
dent.'s award based on the verified 
sm and any overpayment mUst be 
repaid by the student. 

(2) If the documentation requested 
by the institution under this section 
does not verify the information of the 
SER, or if the student does not correct 
the SER, the institution must forward 
the student's name, social security 
number and other relevant informa· 
tion to'the Commissioner. 

(g) When notlfied by an institution 
under paragraph (f)(2) of this section, 
the Commissioner will determine 
whether to--

(1) Request additional information 
from the student; or ' 

(2) Pay the student's Basic Grant on 
the basis of the SER. 

(h) (1) If the Commissioner requests 
documentation, the stUdent must 
comply within a time period set by the 
Commissioner. 

(2) If the student provides the re
quested doCumentation on time, he/ 
she will be eligible for Basic Grant 
payments based upon the vel'tfied 
SER. If the verified SER is submitted 
to the institution after the appropri
ate deadline (§ 190.61> the student may 
be paid only UP to the amount with
held, because of the verification proc
ess. 

(3) If the student. does not pro';ide 
the requested documentation.· within 
the established time period- -
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(I) The student will forfeit the Basic 
_ Grant for that aWlU"d period, . 
_ (m Any grant paymenti received 

must be returned to the Commission· 
er, and 

(111) No further Basic Grant appllca· 
tlons will be processed for that student 
until documentation has been pro· 
vided or the Commissioner decides 
there is no longer need for documenta· 
tlon. 

(4) If the student provides the docu· 
mentation AFI'ER the established 
time perlod-

(i) The student will not be eligible 
for any further Basic Grant payments 
'for that period, 

(ll) .Any overpayments must be 
repaid by the student to the lnstltu· 
tlon, and 

(ill) The student may keep any BMlc 
Grant payments he/she is entitled to. 
(20 U.s.C. 1070a.) 

1 UO.78 Method of diabunement-by 
check or credit to atudent'. account. 

(a) A student may be paid either by 
- check or be crediting his/her account 

,vlth the institution. The institution 
must notify the student how he/she 
will be paid. 

(b) (1) No payment may be made to 
a student for a payment period until 
the student is registered for that 
period. 

(2) The ,earliest a direct payment 
may be made to a student is 10 days 
before the first day of classes of a pay· 

.. ment period. 
• (3) The elU"lIest a payment can be 

credited is 3 weeks before the first day 
of classes of a payment period. 

(0) (1) If an lnstltutlon credits a stu· 
dent's account, It must-

(i) PreplU"e a written schedule of the 
time and amount of each payment, 

(ll) Get the student's signature on 
the schedule, and' 

(111) Give a copy of the signed st:hed· 
ule to the student and keep Il. signed 
copy for Its own records. 

(2) Notwithstanding subparagraph 
(1) of this paragraph, If the institution 
prepares a schedule which a student 
refuses to sign, It still may pay the stu· 
dent If It retains the schedule with a 
notation that the student refused to 
sign. 

(d) If a student has been paid and 
withdraws from the institution, offl· 
clally or unofflcially, or is expelled 
befort~ the first day of classes, the in· 
stltutlon must return to the Basic 
Grant account all funds paid. 

(e) (1) If an institution pays directly, 
It must notify the student when the 
Basic Grant awards will be paid. 

(2) If a student does not pick up the 
check on time, the institution must 
keep that check 15 days after the last 
date of the student's enrollment for 
that award period. 

(3) If the student has not picked up 
the check at the end of the 15 day 

'ROPOSED IULES 

period, the institution ma)' credit the 
student's account for any amount 
owed to It for the aWlU"d period. 

(4) A student forfeits the right to re
ceive lillY remaining Basic Grant pay· 
ment If he/she has not picked up the 
check within the specified period of 
time. --

(5) Notwithstanding .ubp&ragraph 
(4) of this PlU"agraph, the institution 
may, If it chooses, pay a student who 
did not pick up the check. through the 
next payment period. 
(20 U.s.C. 1070a.) 

1190.79 Affidavit of educational purpooe. 

No Basic Grant may be paid unless 
the stUdent has filed a notarized affl· 
davit with the institution he/she at
tends whlch-

(0.) Is on a form .approved by the 
Commissioner; 

(b) State! that the grant money will 
be used solely for educational ex· 
penses at the institution; I.lld 

(e) Is notarized by someone who 
does not recruit students for the Insti· 
tutlon. 
(20 U.s.C. 10Sag.) 

1190.80 Recovery pf overpayment.. 
(a) An institution is liable for an 

overpayment to a student If the regu· 
lations indicate that the payment 
should not have been made and the in· 
stltution cannot collect the overpay· 
ment. 

(b) If an institution makes an over
payment for which It is not liable, it 
must help the Commissioner recover 
the overpayment by-

(1) Making a reasonable effort to 
contact the student and recover the 
overpayment; and, If unsuccessful, 

(2) Notifying the' Commissioner of 
Its attempt to recover the overpay
ment, and providing the Commissioner 
with the student's name, social securl· 
ty number. amount of overpayment 
and other relevant information. 
.(20 U.s.C. 1070a.) 
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quested under §§ 190.12 or 190.77, the 
student's Basic Grant for the award 
period must be adjusted. Where possl· 
ble, the adjustment must be made 
within the same award period. If the 
recalculation takes place in a subse· 
quent aWlU"d period, the student will 
be eligible to receive payment unless 
prQhlb1ted under the provisions of 
1190.77(h) and will be required to 
return any overpayment at the time of 
recalculation. 

(b) Change in enrollment "tatus. If 
an institution decides that a ,student's 
enrollment status has changed during 
a payment period, It may (but is not 
required to) establish a policy under 
which the student's enrollment status 
may be recalculated. If such 8. policy is 
established, It must apply to all stu· 
dents. If a student's award is recalcu· 
lated, the; institution determines the 
total amount the student is entitled to 
for the entire payment period by 
taking into account-

(1) The portion of the payment 
period at the original enrollment 
status; 

(2) The portion of the payment 
period at the new enrollment status; 
and 

(3) Any change in the student's costs 
of attendance. 
(20 U.s.C. 1070a.) 

§ 190.82 Fiscal coatrol and fund IiCcount· 
Ing procedures. 

(a) An institution must deposit all 
Federal funds it receives under the 
Basic Grant, Supplemental Grant. 
College Work-Btudy tuld National 
Direct Student Loan programs in an 
account which includes only those 
funds. This account is subject to audit 
by the Commissioner. 

(b) Funds recetved by an institution 
under this part lU"e held in trust for 
the intended stUdent .J:leneficilU"ies and 
may not be used or hypothecated for 
any other purpose. 
(20 U.s.C. 1070a.) 

1190.83 Maintenance and retention oC rec· 
§ 190.81 Recalculation oC a Basic Grant ords. 

award. (a) Each institution must maintain 
(a) Change in expected family con· adequate records which include

trib'ution. (1) If the student's expected (1) The eligibility of all enroiled stu· 
family contribution changes the Instl· dents who have applied for Basic 
tution must recalcuhte the Basic Grants; 
Grant AWlU"d. (2) The name, social security 

(2) If the expected family contrlbu· . number and amount paid to each re-
tlon is recalculated because of- clplent; , 

(I) A clerical or IU"lthmetic error (3) The amount and date of each 
under § 190.15, or payment; 

<II> Extraordinary circumstances (4) The amount and date of any 
which affect the expE:cted family con· overpayment that has'been restored to 
trlbutlon under §§ 190.39 and 190.48, the program account; 
the aWlU"d is adjusted and the Instltu· (5) The "Student EllgIbll1ty Report" 
tlon pays the student what he/she is for each stUdent; 
entitleJ to for the aWlU"d period. (6) The student's cost of attendance; 

(3) If a student's exp~ted family (7) How the student·s full or part· 
contribution is recalcuated because of time enrollment status was deter· 
a correction, of the information reo mined; and 
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(8) The nudent'. enrollment 'period. 
(b) The records listed In P&F"ooII'aph 

'(a~ Will be avallabJe for InIpectlon bJ 
the Commillllioner's authorized repre
sentative at any ~~nable time In the 
inBUtution'. offices. Records wtll be 

'kept fo: five yean after,the institution 
submits an accountln« of each award 
period's funds to the Commlasloner. 

(~) The records Involved In any claim 
or expenditure questioned by Federal 
audit will be retained untO resolution 

~ of any audit questions. ~ 
. (d) .An institution mi.Y iUbstltute mJ· 

crofilm copies In Ueu 'of original rec· 
ords in meeting the requirements of 
this section. 
(20 U.S.C. 1070L) 

§ 190.84 Submiulon of reporta. 
The institution will submit the re

ports and information the Commis· 
sloner requires in connection with the 
funds advanced to -it In accordance 
with § 190.74. The Instltutlon Will 
comply with the procedures the Com· 
missioner may find necessary to 

Jlnsure that the reports are correct, 
(20 U.S.C. 107()L) 

§ 190.85 Audit and uamination. 
(a) Federal audfu. The Secretary, 

the Comptroller General of the 
United States or their duly authorized 
representatives, Will have access to the 
records speclfled In n 190.82 and 
190.83 and to any other pertinent 
books, documents, papel'$ and records. 

(b) Non-Federal audtu. All Basic 
'Grant Program transactions Will be 
audited by the institution or at the in
stitution's direction to determine at a 
minimum- . 
. (1) The fiscal Integrity of fln&nC1al 
transa.ctioru; and reports; and 

(2) If such transactions are In COm· 
pliance with the applicable laws anil 
regulations. Such aUdits Will 'be per· 
formed in accordance with HEW's 
"Audit Guide" for Iltudent financial 
aid programs. The audit Will be ached· 
uled annually or, at least once every 
two years, depending on the size and 
complexity of the program. 

(c) ,Audit reports will be submJtted 
for review to the institution's local reo 
gional office of HEW's Audit Agency, 
The Audit' Agency and the Commis· 
sioner will also be given access to rec· 
ords or other documents necell88rf'to 
the audit's review. . 
(20 U.S.C. 1070a.) 

SWparf H AllMlllb".' ..... ef Onmt 
'GYM.Ilb-Alternate Dltbu,.. •• '" Sytteal 

§ 190.~1. Stope. 
This subpart deals with program ad· 

ministration by an Institution of 
higher education under the Alternate 
Disbursement System (ADS>. Under 
Lhe ADS, the Conunls&loner calculates 
and pays the Basic Grant funds. 
(2~.lJ.s.C. 1070L) 

,'IOPOSED IULES 

IllO.tz la"gtio....· arreeIMnt-Aiter. 
ute DillkrMment S,ltem (ADS). 

Under ADs. the Commissioner will 
ealcrulate and pay Basic Grant Awards 
to students enroned In institutions 
Which have entered Into agreements to 
carry out this subpart, incJuding-

(a) The completion of OE Form 304 
- for each eliilble student, as spec1fied 

In § 190.94; and 
(b) The maintenance ann retention 

of records as specified In § 190.96. 

(20 US.C. l070L) 

f IINI.II3 CilanJe in ownenhip IIJ1d c:hange 
to the &iUiu Diabl!l'l4!ment SY3tem 

. (ROS). 

(a) C1a4nge to RDS. The Commis
sioner may enter Into an agreement 
With an ADS institution which ~ishes 
to participate in the program under 
the Regular Disbursement System. 
However, the agreement will-go int.o 
effect July 1 of the succeeding award 
period. 

(b) Terminatton becczuse of change 
in ownership that results in a change 
in control. The agreement terminates 
when an institution changes owner
IIhlp that results In a change In con
trol. The Commissioner may enter 
Into an agreement with the new owner 
U the institution complies with the re
quirements set forth J.n § 149.66 of the 
"Ellglbility Regulp_tions," (4.5 CPR 
149.66). 

(lIO U .s.C.l07Qa.} 

11to.94 CaJrulation and dilbUJ'St'ment of 
swanb b, the Commissioner of Educa
tion. 

< (a) An ellgtble student enrolled in an 
institution participating In the Basic 
Grant PrOil'8.Dl under the ADS applies 
to the COmmissioner for a Basic Grant 
IICCOrdin& to the follOwing procedures: 

(1) The student submits an SER to 
his/her lnstltutlon and obtains an OE 
Form 304 from the institution; 

(2) The student completes the OE 
Form' 304, including the affidavit of 
educational purPoses as described 
under 1190.79, IJ.Jld submits it to the 
Institution; 

(3) On the OE Form 304 the institu
tion certifies that the stud~;nt-

(1) Meets eligibility rer.~u1rements of 
1 19U, 

(II> Ia' malntaJ.ning Bf.4tlsfactory pro
lreIIB in his/her course of study, 

(WJ Does not owe a refund on grants 
received for attendlUlce at that institu
tion under the Basic Grant, the Sup
plemental Educational Opportunity 
Grant, or the State Student Incentive 
Grant Programs, and 

(iv) Ia not In default on auy National 
-Direct Student LoI.n made by the In· 
atltution or on any Guaranteed Stu
·dent Loan received for attendance at 
Ulat tnatltutlon. (In determining 

whether & atudent 11 In default on a 
GSL, the institution may rely au a A 
written statement provided by the stu· .., 
dent unless the institution has infor-
mation to the contrary), and . 

(4) The Institution returns the SER 
and OJ!: Form ~'04 to the studeI;lt. who 
then submits these documents to the 
Commissioner. 

(0) If an institution believes that the 
inIormation-on an SER may be in 
error, the institution must notUy the 
student and request documentation or 
correction. Any case not resolved by 
the institution should be re~orted to 
the Commissioner. 

(c) 'I'he Commissioner will calculate 
a student's award in accordance with 
Subpart F of thi., part and will pay the 
student once every payment period. 

(20 U.S.C.I070a.) 

§ 190.95 Termination or ,enroUment and 
refund. 

(a) The institution must inform the 
Commissioner of the date on which a 
student officially or unofficially with
draws or Is expelled during a payment 

. period for which that student was 
paid. 

(b) A stUdent who officially or unof· 
ficlally withdraws or is expelled from' 
an institution before completion of 50 
percent of a payment period for which 
he/she has been paid, will refund a 
prorated portion of the payment as de· 
termined by the Commissioner. 'a. 

. (20 U.s.C. 1070a.) .. 

§ 190.96 Maintenance and retentien of rec-
ords. 

(a) An institution under the ADS 
must establish and malntain-

(1) Records relating to each Basic 
Grant recipient's enrollment status, 
and attendance costs at the insUtu
tlon;and 
• (2) Records showing when each re

Cipient was enrolled. These records 
must be available at the geographic 10-
eation where the student will receive 
his/her degree or certificate of course 
completion, and must be kept for five 
years following a recipient's last date 
of enrollment. 

(b) The institution w1ll make availa
ble to the Commissioner, the Secre
tary of the Department of Health, 
Education and Welfare, the Comptrol· 
1er Generr.J. of the United States, and 
their au.thorlzed representatives. perti
nent books, documents, papers and 
records for audit and examination 
during the five year retention period. 

(c) An institution may substitute mi· 
crofilm copies in lieu of original rec·· 
ords in meeting the requirements of 

--this section. 
(20 U.s.C. 1070a.) 

[FR Doc. '111-12879 Filed 5-12-'18; 8:(5 am] 
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APPENDIX K 

Division of Program Operations 
Bureau of Student Financial Assistance 
January 1978 

.... 
NATIONAL DIRECT STUDENT LOAN PROGRAM 

DEFAULT RATE . 

. The National Direct Student Loan Program Default Rate is now being calculated 
by dividing the "remaining principal amount which has neither been paid nor 
cancelled on all notes in default" by the "total amount of matured paper." The 
"remaining principal amount which has neither been paid nor cancelled on all notes 
in default" means the total principal amount which has neither been paid nor 
cancelled on all notes where the borrowers failed to make an installment payment 
when due, and that failure persisted and was not cured either by payment or other 
appropriate arrangements for 120 days in the case of loans repayable in monthly 
installments, or for 180 days in the case of loans repayable in less frequent 
installments. . 

The "total amount of' matured paper" means the total amount lent which has 
reached repayment status. The total amount which has reached repayment status 
is the total amount lent minl!s the amount not in repayment status because the 
borrower is in student status either at the institution which made'the loan or 
another institution, or the borrower is in the grace period. 

The specific data elements used to calculate the rate as of June 30, 1977, were 
taken from the National Direct Student Loan Program Fiscal-Operations Report 
submitted by participating institutions as of June 30, 1977, and the National 
Direct Student Loan Program Report of Defaulted Loans as of June 30, 1977, 
submitted by participating institutions, as follows: 

1) The remaining principal amount which has neither been paid nor 
cancelled on all notes in default was determined from the 
Report of Defaulted Loans by subtracting the sum of line 
I, column c, and line 2, column c, from the sum of line 1, 
column b, and line 2t column b; and 

2) The total amount of matured paper was determined from 
the fiscal-operations report Part II, Section C, by sub
tracting the sum of line 3.1, column b, line 3.2, column b, 
and line 3.3, column b, from the amount in line 1, column b. 
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Dear Director: 

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 
OFFICE OF EDUCATION 

BUREAU OF STUDENT FINANCIAL ASSISTANCE 

.WASHINGTON, D.C. 20202 

September 1, 1977 

Enclosed are two copies of the semi-annual "Report of Defaulted Loans", 
OE Form 574, for the National Defense/Direct Student Loan Program as 
of June 30, 1977. This is a new reporting requirement mandated under 
the Education Amendments of 1976 to provide information concerning loans 
made from your institution's loan fund which are in. default. Please 
submit the original and two photo copies to the Washington, D. C. 
address shown on the report by no later than September 30, 1977. 

You will note that there are two categories of information describing 
defaulted loans by length of time in default and frequency of install
ments. "In default" means that a borrower who has obtained a loan under 
the National Defense/Direct Student Loan Program has failed to make an 
installment payment when due and that neither payment nor other appro
priate arrangements have been made for 120 days' on loans repayable in 
monthly installments~ or 180 days on loans repayable in less frequent 
installments. 

This report will be used in conjunction with Part II, Section C, of 
the NDSL fiscal-operations report~ OE Form 1152, which you recently 
filed for the period ending June 30, 1977, to compute your institution's 
delinquency rate as of that date. Since this information will be taken 
into consideration during the review of your tripartite application for 
new Federal capital contributi'Ons £or the ,1978-79 Award Period, it is 
of great importance that the information provided be accurate. 

The next semi-annual report of defaulted loans will be for the six 
months period ending December 31, 1977. Forms will be sent to all 
participating institutions well in advance of the established due date 
for receipt of that report here in Washington. 

If this report is to be prepared by the chief fiscal officer, please 
forward this repclrt form and letter to the appropriate office. Any 
questions concerning this repQrt may be directed to your regional office 
or you may contact this office by calling (202) 245-2432. 

j~J.t2U~ 
,.·"",1 

James G. Allen 
Chief, Program Support Branch 
Division of Student Financial Aid 
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FORM APPROVED. O.M.B. NO. 151·R1221 

DEPARTMENT·OF HEALTH, EOUCATIDN, AND WelFARE 
OFFICE OF EDUCATION 

WASHINGTON, D.C. 20202 PLEASE 
COMPLETE THIS REPORT AND RETURN BY September 
30, 1977, ALL COPIES BUT YOUR OWN TO: 

NATIONAL DIRECT STUDENT LOAN 
PROGRAM 

READ 
INSTRUCTIONS 
BEFORE 
COMPLETING 
THIS FORM 

U.S. Office of Educ:et!on 
Burllu of Student Finlnclal AIIlstartee 
Division of Stud.nt Finlncilll Aid 
Progrlm Support Bnmd! 
Wllhln;ton, D.C. 20202 

NAME OF INSTITUTlnN SERIAL NUMBER (OSFAI 

-ADDRESS (lnc/ud" ZIP cod.) ENTITY NUMBER (EN) 

REPORT OF DEFAULTED LOANS AS OF JUNE 30, 1977 (Cumu/Btive) 

NUMBER OF PRINCIPAL PRINCIPAL LENGTH OF TIME IN DEFAULT AMOUNT AMOUNT 
AND FREQUENCY OF INSTALLMENTS ADP BORROWERS 

LENT REPAID OR AMOUNT 

USE IN DEFAULT 
CANCELLED IN DEFAULT 

(a) (b) (c) (d) 

1. 120 days or more (monthly installments) 2£010 

2. 180 days or more (other than monthly installments) 2£020 

WARNING: Any penon who knowingly mikes I f.l .. mtement or mlsrepr_ntatlon on thiS form _y b. IUbjeCt te I; flna of up to 
$10,000 or to ImprilOnl1llnt of up to 5 y_~ or to both und.r provisions of the United States Criminll Code •. Such pt'"wilions fillY 
Include, lmong oth.." 18 U.S.C. 1001. 

SIGNATURE OF DIRECTOR OF STUDENT FINANCIAL AID TELEPHONE NO. 

EXTENSION 

OFFICIAL RESPONSIBLE FOR REPORT 
SIGNATURE TELEPHONE NO. 

AREA CODE NUMEiER EXTENSION 
TYPE NAME AND TITLE I DATE SIGNED 

INSTRUCTIONS 

This fonn shall be used by institutions participating in this ENTITY NUMBER: Enter the nine·digit employer identi-
program for reporting student loans which are in default as fication number assigned by the Internal Revenue Service, 
required under Section 463(a), 20 U.S.C. 1087CC, as amended and the two digit suffIx assigned by the DHEW Central Reg· 
by the Education Amendments of 1976. "In Default" means istry System. 
that (1) the borrower failed to make an installment payment 
when due, IlIld (2) such failure persisted and was not cured 
either by payment or other appropriate arrangements for 
120 days in the case of loans repayable in monthly install· 
ments, or for 180 days in the case of loans repayable in less 
frequent installments. 

ALL AMOUNTS SHOULD BE IN WHOLE DOLLARS ONLY. 
FOR EXAMPLE $10,542 (NOT $10,542.36 or $10,542.09). 

Name and address of institution. Enter the name and ad
dress, including zip code, of your institution. If your Insti· 
tution's name or address has changed, enter the old name or 
address in parentheses below the new. 

Enter in line 1, Column a, the actual un duplicated number 
of borrowers whose loans have been in default for 120 days 
or more, repayable on monthly installments. Enter in Column 
b, the total principal amount lent to those students, including 
any late charges added. Enter in Column c, the total principal 
amount repaid by those borrowers, either by cash or legal 
cancellation through teaching or military service. Enter in 
Column d, the principal amount in default. Include only the 
principal amount that should have been paid and is in default 
because of nonpayment. Do not include the entire principal 
amount even is that amount has been declared due and pay
able as tIle result of nonpayment. 

Enter in line 2. Column a, the actual unduplicated number 
Serial Number (DSFA): Enter only the LAST FOUR digits of borrowers whose loans have been a default for 180 days 
of the document number which identifies allocations award· or more, repayable in othe; than monthly installments, For 
ed to your institution to operate the three college-bat'ed the entries in Columns b, c, and d, refer to the instructions 

.. p_ro_g .. ram_s_-_ND_S_L.;.,_CW_S_an_d/_o,_I'_S_E_OG_. ________ ....I~a_b_o_ve_re..;ga~rdin_·..;g~th_e_e_n_t_ri_es ,on line 1, Columns b"c, and d. 

DE FORM 574, 8/77 
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PART II • NA nONAl DIRECT STUDENT lOAN PROGRAM (<'onlilllll'cI) 

NAME OF INSTITUTION 

---...---------- -- -~" 

PLf AS I.: READ INSlIlUC110HS IlI:l"OI:1Z 
COMPLETING 'fHIS fORM. 

SECTION C • CUMULATIVE REPAYMEHT INFOIlMATlOI~ 71 ------------------------
STATUS OF IlORROWERS AS OF JUNE 30. 1977 ADP 

USE 

NUMBER OF 
BORROWERS 

o 

AMOUNT LEN'[ 

b 

PRINCIPAL 
AMOUN'I IlI'PAII) 
Oil CANCELLJ:() 

PI11NCIPAL 
·\MOUNT 

ot) [STANDING 

!:.LIUAL tUJMIJl h ("::/',11 

r NT lTV NUM"I Ii (I'NI 

1-

Pl/llIlll'Al. 
AMOUNI 

PAST DUI: 

I'I/!III "'Al.~.'. 
AMUUNI IN~' 
Lll rllml 0 .~ 

STAllJS , ... 1 ' 

I ~. --------------------+--11-------1------.- ---.--, .. - -.-.---.,.------+-,--.---. "'--'-'- . -.-----
1. TOTAl. NUMBER OF BORROWERS AND AMOONT 

ADVANCED 

2, BORROWERS WHOSE LOANS ARE FULLY RETIRED 

• 
3. TOTAL BORROWERS NOT IN REPAYMENT STATUS 

("um 01 lines 3.1 tllfou.:h 3.4) 

3.1 STUDE~lT STATUS AT YOUR INSTITUTION 

3.2 STUDENT STATUS AT ANOTHER INSTITUTION 

3.3 GRACE PERIOD 

3.4 DI!FERMENT 

4. BORROWERS ON SCHEDULE IN REPAYMENT STATUS 

5. BORROWERS WHOSE ACCOUNTS ARE CURRENTLY PAST 
DUE· BY LENGTH OF TIME THAT ACCOUNT IS PAST DUE 

5.1 120 DAYS OR LESS 

S.2 121 DAYS UP TO ONE YEAR 

S.3 MORE THAN I YEAR UP TO 2 YEARS 

~.4 MORE THAN 2 YF.AR5 UP TO ~ YEAI'IS 

S.S MonE THAN 3 YEARS UP TO 4 YEARS 

5.0 MORE THAN 4 YEARS UP TO S YEARS 

5.7 MORE THAN 5 VEARS 

5.' TOTAL ACCOUNTS DELINQUENT 
(.um ot lin .. S.2 Ih,ou,h S.7) 

5.; TOTAL ACCOUNTS PAST DUE 
(6um ot linea 5.1 ."d 5 •• ) -OLi··fORM·l'i52.2, ",'iF 

WIIICII IS OBSOLETE 

:lCOIO 

2CO:lO 

2C030 

2COlI 

2C032 

:lCUJJ 

2C0J4 

2C040 

2COst 

2COS2 

2COS3 

2C055 

2C056 I 

:lCOS7 

2CO~' 

2C059 

5 
COPY 2 -- OE COMPUTER COPY 
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UA v A':"JUII-VI t , bal Ull t up .. , U LiUlJ~ 

Bureau of Student Financial Assistance 

NATIONAL DiRECT ~TLl[)ENT LOAN 

DEFAULT WORKSHEET 

Type: ______________________ __ 

Control: __ ---.; ________ _ 

, Of FORM 574 REPORT OF DEFAULTED LOANS AS OF JUNE 30, 1977 (CU~mLATlVE) 

Number of 
Borrowers 
in Default 

(a) 
I 

Amount 
Lent 

(b) 
" 

Principal 
Amount 
Repaid or 
Cancelled 

(c) 

Principal 
Outstanding 
on Loans in 
Default 

(d) 

a 1.'120 days or more 
.. (monthly installments) XXXXXXXX 

2. 180 days or more Cother than 
monthly installments) 

3., Totals 

'XXXXXXXX 
, 

OE FORM 1152':2'FISCAL-OPER'A TIONS REPORT AS OF JUNE 30, 1977 ' 

PART II, SECTION C 

4. Total amount lent (line Ib) 

S. Amount lent - student status at your institution (line 3.lb) 

6. Amount lent - student status at another institution (line 3.2b) 

7. Amount lent - grace period (line 3.3b) 

8. Total Matured Principal (line '* minus sI.Im of lines .5, 6 and 7) 

9. Default Rate (line 3d; Hne 8) 
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