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INTRODUCTION

T;w High School Counselor’s Handbook 2004-05 provides useful information to help high school
and TRIO counselors advise students about financial aid for postsecondary education. This book
focuses on the federal student aid programs administered by the U.S. Department of Education.
We also have included handouts on a variety of topics, from financial aid scams to military
scholarships to choosing a postsecondary school. (See Appendix C.)

Another resource that might interest you is a two-item set of materials to help you plan and pre-
sent a financial aid information session. The presentation, called How to Apply for Federal Student
Aid, is available in PowerPoint; if you use an overhead projector, you can download the PDF ver-
sion and print it out onto overhead flimsies. The accompanying PDF booklet, Planning A
Financial Aid Awareness Program, has a script and hints about hosting a financial aid night. You
can download the materials at www.fsa4schools.ed.gov/counselors (click on “Financial Aid
Night” on the lefthand side of the screen) or order hard copies from 1-877-4-ED-PUBS.

Finally, we wanted to invite you to visit our FSA for Counselors web site, which offers informa-
tion and suggestions for addressing the critical problem of students’ lack of information about
postsecondary education options. At the site, follow the Preparing, Funding, and Resources tabs
and the hotlinks within the text to reach the online High School Counselor’s Handbook, other fed-
eral student aid guides, FAFSA on the Web, and the financial aid presentation mentioned above.
Additionally, you can use our database to locate college access programs in your area in order to
counsel your students more effectively.

We welcome any comments or suggestions on ways to
make this handbook more useful in future editions.
Please send your comments to

U.S. Department of Education
Student Aid Awareness

3rd Floor

830 First Street, NE
Washington, DC 20202

If you prefer, you may e-mail comments to
cindy.cameron@ed.gov

We hope you find this publication informative and help-
ful. To order up to three additional free copies for your
staff, call 1-800-4-FED-AID (1-800-433-3243; TTY: 1-800-730-8913). To receive more than three
additional copies, call 1-877-4-ED-PUBS (1-877-433-7827).

FOR YOUR STUDENTS: WWW.STUDENTAID.ED.GOV page 1



PART ONE

(GENERAL INFORMATION
ABOUT POSTSECONDARY

OPPORTUNITIES

Many high school students are unaware that they
might be eligible for financial aid to attend college.
Unfortunately, many of the neediest students assume
they can't afford to go to college to continue their
education. High school counselors are an important
source of information about financial aid from pri-
vate, school, state, and federal student aid programs.

To help students find out more about the U.S.
Department of Education’s (ED’s) federal student aid
programs, you can give them copies of Funding Your
Education, a free ED publication especially for high
school juniors and younger students. Seniors and par-
ents will benefit more from The Student Guide, a com-
prehensive description of the federal student aid
programs. Each fall ED sends Funding Your Education
and the Free Application for Federal Student Aid (FAFSA)
to every high school on our mailing list. (ED will
automatically ship the quantity sent in the previous
year's initial shipment.)

High schools may order additional bulk quantities
(in English or Spanish) of The Student Guide, Funding
Your Education, the FAFSA, and other selected items
via ED’s Bulk Publication Ordering System (BPOS)
on the Internet:

www.edpubs.org/ml

FOR YOUR STUDENTS: WWW.STUDENTAID.ED.GOV
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BPOS will ask for your “ML [mailing list] number,”
which you can find on the second line of the mailing
label on items sent to you by our office, Federal
Student Aid. BPOS allows you to order publications
or check the date and quantity of previous orders.
Counselors without access to the Internet may order
publications from a customer service representative at
1-800-394-7084.

Students can apply or learn about student aid on the
Internet. Our web site at www.studentaid.ed.gov
describes the federal student aid programs as well as
providing self-service tools for researching careers and
campuses. Our student publications can be read or
downloaded at the site; and it links to the online
FAFSA at www.fafsa.ed.gov.

Students without access to the Internet can receive

free copies of our publications, including the paper
FAFSA, from ED’s Federal Student Aid Information
Center (FSAIC):

Federal Student Aid Information Center

P.O. Box 84

Washington, DC 20044

Telephone: 1-800-4-FED-AID (1-800-433-3243)
TTY: 1-800-730-8913

Inquirers calling from foreign countries might not

have access to the toll-free number; they can call
+1-319-337-5665.
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GENERAL INFORMATION ABOUT POSTSECONDARY OPPORTUNITIES

Sources of aid

ED’s federal student aid programs are authorized by
the Higher Education Act of 1965. The programs
deliver billions of dollars to students each year, as the
following pie chart for 2001-02 shows, representing a
substantial federal commitment to provide financial
assistance for postsecondary students. For 2002-03,
these programs provided approximately $83.6 billion
in aid to about 8.9 million people.

Other important sources of aid, some of which are
nonfederal, may also be available to your students.
Encourage your students to search on the Internet and
check the reference section of the school library or
public library. Appendix A of this book has some
helpful references. Many scholarship search services
are free or low cost. Students are strongly encouraged
to check out the reputation of a search service before
paying for the service. (See page 9 for details.)

The major federal student aid
programs

ED offers three major types of aid. Grants are gift aid
and do not have to be repaid. Loans must be repaid.
Federal Work-Study provides income (which does not
have to be repaid) from a part-time job.

® Federal Pell Grant Program—Federal Pell Grants
are awarded according to rules set by Congress. If a
student is eligible on the basis of these rules, an
eligible school will pay the student his or her
Federal Pell Grant.

® Campus-Based Programs—Campus-based pro-
grams are administered by the financial aid office
at eligible schools that choose to participate. ED
funds the campus-based programs at participating
schools based upon the amount the school has
applied to receive, the amount available nationally,
and the amount the school utilized in the previous
year. The school then awards these funds to stu-
dents following federal guidelines. Because funds
are limited, the earlier an eligible student applies,
the more likely he or she is to receive available
campus-based aid. The campus-based programs are

- Federal Supplemental Educational Opportunity
Grant (FSEOG) Program

- Federal Work-Study (FWS) Program
- Federal Perkins Loan Program
® William D. Ford Federal Direct Loan Program—

The William D. Ford Federal Direct Loan (Direct
Loan) Program enables eligible students and parents

Estimated Student Aid by Source for Academic Year 2001-02

(Current Dollars in Billions)

Federal Loans
$41.3 (46.1%)

Other Federal Programs
$2.8 (3.1%)

Nonfederal Loans — — |
$5.6 (6.2%)

Education Tax Credits
$5.0 (5.6% )

Total aid awarded: $89.6
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Institutional and
Other Grants
$16.9 (18.9%)

Federal Pell Grants
$9.9 (11.1%)

Federal Campus-Based
$3.0 (3.4%)

State Grant Programs
$5.0 (5.6%)

Source: The College Board.
Trends in Student Aid, 2002
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to borrow from ED instead of from a bank or other
lending institution. This allows borrowers to work
with a single entity, ED, through its servicing cen-
ters when repaying loans or dealing with loan-
related issues. The Direct Loan Program offers a
range of flexible repayment options to meet bor-
rowers’ varied financial circumstances. There are
four types of Direct Loans:

- Federal Direct Stafford Loans (subsidized)
- Federal Direct Stafford Loans (unsubsidized)
- Federal Direct PLUS Loans (for parents)

- Federal Direct Consolidation Loans (to combine
federal education loan debts)

® Federal Family Education Loan (FFEL) Program—
The funds lent under the FFEL Program are pro-
vided by banks and other lenders, guaranteed by
state agencies, and reinsured by the federal govern-
ment. The FFEL Program also offers a variety of loan
repayment options. There are four types of FFELs:

- Federal Stafford Loans (subsidized)
- Federal Stafford Loans (unsubsidized)
- Federal PLUS Loans (for parents)

- Federal Consolidation Loans (to combine federal
education loan debts)

As noted above, the Direct Loan Program and the FFEL
Program have subsidized and unsubsidized loans.

® Subsidized loans are awarded to students on the
basis of financial need. The federal government
pays the borrower’s accrued interest during some
significant periods, such as when the student is in
school, thereby “subsidizing” these loans.

® Unsubsidized loans are not need based; the bor-

rower is responsible for accrued interest through-
out the life of the loan.

FOR YOUR STUDENTS: WWW.STUDENTAID.ED.GOV
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REMEMBER:

e Grants (Pell and FSEOG) are free aid
and do not have to be repaid.

e Loans (Perkins, Direct, and FFEL) must
be repaid.

e FWS provides income (which does not
have to be repaid) from a part-time
job.

Both subsidized and unsubsidized loans are available
to students. PLUS Loans are available to parents and
are always unsubsidized.

A student cannot borrow from both the FFEL
Program and the Direct Loan Program at the same
school for the same enrollment period. Similarly, a
parent cannot borrow a FFEL PLUS Loan and a Direct
PLUS Loan at the same time for the same student.
The school the student plans to attend will inform
the student which program is available at that school.

See Funding Your Education and The Student Guide for
more information on ED’s federal student aid pro-
grams. (Ordering information is on page 3.)

Other ED programs

Leveraging Educational Assistance
Partnership (LEAP) Program

The LEAP Program, formerly known as the State
Student Incentive Grant (SSIG) Program, assists states
in providing grants to eligible students for postsec-
ondary school. Each state has its own name for this
grant program, as well as its own award amounts and
application procedures. States may use a percentage
of their LEAP funding to provide work-study assis-
tance through community-service job programs.
Many of the eligibility criteria are established by the
state agency administering the program, although
LEAP recipients must also meet the same basic eligi-
bility criteria that apply to other federal student aid
recipients. Student and school inquiries about LEAP
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GENERAL INFORMATION ABOUT POSTSECONDARY OPPORTUNITIES

and other state grant, scholarship, and work-study
assistance should be directed to the appropriate state
agencies. State agencies are listed in Appendix B of
this book.

NOTE: Itis a common requirement that a
recipient of LEAP funds be a resident
of the state awarding the funds. The
definition of residency varies from
state to state. Please ensure that
your students contact the agency of
the state in which they live, not of
the state in which they plan to attend
college.

Robert C. Byrd Honors Scholarship Program

Under the Robert C. Byrd Honors Scholarship
Program (Byrd Program), which recognizes and pro-
motes student excellence and achievement, ED makes
grants to the states to provide scholarships to excep-
tionally able postsecondary students. Applicants must
follow the application procedures established by the
sponsoring state education agency. The state educa-
tion agency establishes procedures for selecting the
scholars after consulting with school administrators,
school boards, teachers, counselors, and parents. In
all cases, applicants must be graduating from high
school in the year they apply and must be residents of
the awarding state. Scholarship recipients may be
awarded an amount each year (not to exceed the cost
of attendance) for each of their first four years of
study at any institution of higher education. State
agencies are
listed in
Appendix B.
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Vocational rehabilitation programs

ED’s Rehabilitation Services Administration provides
grants to state vocational rehabilitation agencies to
help individuals with disabilities to obtain employ-
ment and live more independently. Students must
meet state eligibility criteria for these programs, and
this aid must be coordinated with student aid from
other sources to prevent duplicating benefits. A stu-
dent is most likely to receive the maximum assistance
by contacting, as early as possible, the state agency
administering the program(s) for his or her home
state and the financial aid office at the school he or
she plans to attend. State vocational rehabilitation
agencies are listed in the state government section of
the telephone book. (See the blue pages.) Many are
listed as the Division of Vocational Rehabilitation.
There is also a list at

www.ed.gov/ offices/ OSERS/RSA/Resources/State

Other federal programs

Federal income tax credits

Two federal income tax credits are available for higher
education expenses.

® The Hope Credit, a tax credit worth up to $1,500
per student per year, can be claimed for qualified
first-year and second-year students enrolled at least
half time.

® The Lifetime Learning Credit is a tax credit up to
$2,000 (equal to 20 percent of a family’s total
annual tuition and related expenses up to $10,000)
for virtually any postsecondary education and
training, including undergraduate years, graduate
and professional schools, and even less-than-half-
time study.

FOR YOU: WWW.FSA4SCHOOLS.ED.GOV/COUNSELORS



The Hope and Lifetime Learning Credits may not be
claimed at the same time for the same student.

For further information on these income tax credits,
read Publication 970 — Tax Benefits for Higher Education
at the IRS web site:

WWW.irs.gov

National and community service

AmeriCorps, a program of national and community
service, provides funding for education. Individuals
may work before, during, or after their postsecondary
education and can use the funds either to pay current
or future education expenses or to repay federal stu-
dent loans. Participants must be at least 17 and be
U.S. citizens, nationals, or lawful permanent resi-
dents. For more information, students may call
1-800-942-2677 or write to

Corporation for National & Community Service
1201 New York Avenue, NW

Washington, DC 20525

E-mail: questions@americorps.org

Or students may access the corporation’s web site at

www.americorps.org

Job training

The U.S. Department of Labor administers the
Workforce Investment Act (WIA)—which replaced the
Job Training and Partnership Act—through the states.
Participants have access to job training and/or prepa-
ration for postsecondary education. For a list of state
WIA contacts or for general information, visit

www.doleta.gov/usworkforce

Health professions

The U.S. Department of Health and Human Services
(HHS) administers several programs for undergradu-
ate students. Students interested in these programs

FOR YOUR STUDENTS: WWW.STUDENTAID.ED.GOV
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should contact the financial aid office of the school
they plan to attend. HHS also administers a number
of programs for graduate students in health profes-
sion disciplines. For more information on financial
aid programs administered by HHS, students may call
1-888-ASK-HRSA (1-888-275-4772), e-mail
jjohns@hrsa.gov, or access

www.bhpr.hrsa.gov/dsa

Veterans benefits

The Montgomery GI Bill-Active Duty Educational
Assistance Program offers education benefits for stu-
dents who entered active duty for the first time after
June 30, 1985 and served continuously on active duty
for three years. (Students with only two years of active
duty also may be eligible under certain conditions.)
Students also must obtain a high school diploma or
equivalency certificate before the period of active duty
ends or must complete 12 hours toward a college
degree before applying for benefits. Other veterans
may be eligible, but those who meet the alternative
eligibility criteria are highly unlikely to be high
school students. Therefore, we won't detail those crite-
ria here. More information about this program is in
the pamphlet Summary of Educational Benefits Under
the Montgomery GI Bill-Active Duty Educational
Assistance Program. This pamphlet is available from
the U.S. Department of Veterans Affairs (VA) by call-
ing 1-888-442-4551 or at

www.gibill.va.gov/education/c30pam.htm

The Montgomery GI Bill-Selected Reserve is a pro-
gram of education benefits for reservists of the armed
forces as well as the Army National Guard and the Air
National Guard. To be eligible for this program, a
reservist must have a six-year obligation to serve in
the Selected Reserve, complete Initial Active Duty for
Training (IADT), receive a high school diploma or its
equivalent before applying for benefits, and remain in
good standing in a drilling unit of the Selected
Reserve. For further information, visit

www.gibill.va.gov/education/c1606.htm
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GENERAL INFORMATION ABOUT POSTSECONDARY OPPORTUNITIES

Students may qualify for benefits from the Survivors’
and Dependents’ Educational Assistance Program
(DEA) if they are spouses or children of

® yeterans who died or are permanently and totally
disabled as the result of a service-connected dis-
ability arising from active service in the armed
forces;

® veterans who died from any cause while rated per-
manently and totally disabled from the service-
connected disability;

® service persons missing in action or captured in the
line of duty by a hostile force; or

® service persons forcibly detained or interned in the
line of duty by a foreign government or power.

DEA benefits may be awarded to pursue associate,
bachelor’s, or graduate degrees in VA-approved pro-
grams. Courses leading to a certificate or diploma
from a business, technical, or vocational school may
also be taken (again, the student should make sure
the program is approved).

For further information on the Montgomery GI Bill and
other veterans benefits, students should call
1-888-442-4551 or access the VA web site at

www.gibill.va.gov

Other assistance from the military

Reserve officer training scholarships are available
through the Army, Air Force, and Navy. Military schol-
arship recipients will have a service obligation in
either the reserves or active duty after graduating from
college. Appendix C provides information for high
school students about the Army Reserve Officer
Training Corps (ROTC), Air Force Reserve Officer
Training Corps (AFROTC), and the Naval Reserve
Officers Training Corps (NROTC). Feel free to photo-
copy and distribute this information.
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Active duty military service also offers numerous pro-
grams to help students earn or pay for a college
degree. For further information about these programs,
students should contact a local U.S. Armed Forces
recruiter.

Students who borrow federal student loans may be
interested in repayment assistance from the U.S.
Army’s loan repayment program. Enlistment in either
the Army or Army Reserve can lead to assistance;
repayment amounts vary depending on several fac-
tors. For more information, students should contact a
recruiting officer or visit

www.goarmy.com/army101/benefits.htm

Another option available to students is admission to
one of the service academies: the U.S. Military
Academy, the U.S. Naval Academy, the U.S. Air Force
Academy, and the U.S. Coast Guard Academy. To
apply to a service academy, a student must meet the
academic, physical, and medical requirements speci-
fied by each academy’s admission standards.
Additionally, the applicant must obtain a written
nomination from a member of Congress. In some
cases, a nomination from the President or Vice
President can be obtained. (Only the Coast Guard
Academy does not require such nominations.) Web
sites for the service academies are listed below:

U.S. Military Academy (West Point)
www.usma.army.mil

U.S. Naval Academy
www.nhadn.navy.mil

U.S. Air Force Academy
www.usafa.af.mil

U.S. Coast Guard Academy
www.cga.edu
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Nonfederal sources: state,
private, school

Many states offer prepaid tuition programs. The typi-
cal program allows families to set aside a predeter-
mined amount each month; the savings cover full
tuition at a public state school or a specified amount
toward tuition at a private or out-of-state school.
Students can contact their state education agency for
more information; telephone numbers are listed in
Funding Your Education and in The Student Guide.
Some agencies have web sites describing their prepaid
tuition plans and other state aid. You can link to state
agencies’ sites from

www.ed.gov/Programs/bastmp/SHEA.htm

A student might also qualify for a private grant or schol-
arship for academic achievement, religious affiliation,
ethnic or racial heritage, community activities, artistic
talents, leadership potential, athletic ability, proposed
field of study, or hobbies and special interests.

The American Legion offers an inexpensive guide to
sources of aid called Need a Lift? (see Appendix A for
ordering information). Other books about financial
aid usually are available through a school library or
public library. In addition, many postsecondary
schools can tell you about institutional and local
sources of student financial aid.

Computerized scholarship search services match a
prospective student with sources of financial aid.
Some postsecondary schools provide these services
free or at low cost. A free search is also available on
our web site at www.studentaid.ed.gov.

There are also many privately [ |

operated scholarship search
services; these services tend
to be relatively expensive, so
a student or parent should
consider the extent of the
search being offered before
committing to such a service.
About 75 percent of all aid
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awarded comes from federal and state programs that
students can easily find out about through Funding
Your Education, other free publications, and web sites.

Each year, ED and the Federal Trade Commission
(FTC) receive numerous complaints from students
and parents who did not receive the information they
expected from a financial aid advice service. In fact,
the problem became so widespread that, in 2000,
Congress passed the College Scholarship Fraud
Prevention Act. For links to the text of the Act, the
FTC'’s and ED’s annual reports to Congress on schol-
arship scams, and other related information, visit the
counselors’ page of “Looking for Student Aid” at

www.studentaid.ed.gov/students/
publications/Isa/note.html

You can help raise awareness of financial aid scams
and the availability of free advice in several ways:

® )\lention the issue at financial aid information
sessions.

® Display the “Don’t Get Stung” poster (see
Appendix A of this handbook) in a highly visible
place in your school.

® Tell students and parents about the “Looking for
Student Aid” web site.

® Distribute the “Looking for Student Aid” brochure
(see below).

Although ED does not evaluate private search services,
the “Looking for Student Aid” web site and
brochure provide some helpful guidelines for
students considering using a search service.
Additionally, a sample handout in Appendix
C of this book lists some questionable tactics
students should be aware of. “Looking for
Student Aid” is at

www.studentaid.ed.gov/LSA
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Alternatively, students can receive a free copy of the
brochure from the FSAIC. You can order the brochure
in bulk via BPOS (see page 3).

A student considering using a for-fee service can find
information about it by contacting several sources.
Most of these sources will be able to tell the student
whether complaints have been lodged against the
service. However, keep in mind that a few complaints
do not necessarily mean a company is not reliable or
legitimate. Rather, the student should use careful
judgment, weighing all available information about
the number and nature of complaints before making

a decision.

The student might obtain information from

® A local Better Business Bureau. Local offices are
listed in the phone book; alternatively, students

can search for offices at

www.bbb.com
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® the FTC's Freedom of Information Branch (ask for
“any documents in the FTC's records that pertain
to the service”) at

Freedom of Information Act Request
FOIA Branch, Office of General Counsel
Federal Trade Commission

600 Pennsylvania Avenue, NW
Washington, DC 20580

Fax: (202) 326-2477

E-mail: foia@ftc.gov

(Telephone inquiries are not accepted.)

NOTE: There may be a charge for this serv-
ice if the processing costs exceed
$14. The student should indicate the
maximum amount he or she is willing
to pay. If the charge is going to be
higher, the FOIA Branch will call the
student to ask whether he or she
would like the information search to
be modified or canceled.

® the U.S. Postal Inspection Service Fraud Complaint
Unit's toll-free number, 1-800-372-8347 (9:00 a.m.
to 7:30 p.m. Eastern Time, weekdays).
Alternatively, the student may access an online
complaint form at

www.usps.com/postalinspectors
® 3 state attorney general’s office (which will be
listed in the State Government section of the

phone book). A full list of attorneys general is at

www.naag.org/ag/full_ag_table.php
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General eligibility
requirements

Eligibility for federal student aid programs is based
on financial need rather than on academic achieve-
ment. To have his or her financial need determined, a
student must complete and file a Free Application for
Federal Student Aid (FAFSA). Part 3 of this handbook
discusses the correct completion of the FAFSA.

Additionally, to be eligible for federal student aid, a
student must

® have a high school diploma or its equivalent,
receive a passing score on an independently
administered examination approved by ED, or
have been homeschooled and either (1) have a sec-
ondary school completion credential for home
schools as provided for under state law, or (2) if
the state does not require the credential described
above, have completed a secondary school educa-
tion in a homeschool setting that qualifies as an
exemption from the compulsory attendance
requirements under state law;

® cnroll as a regular student in an eligible degree or
certificate program;

® he a U.S. citizen or eligible noncitizen;

® have a valid Social Security Number (with the
exception of students from the Republic of the
Marshall Islands, Federated States of Micronesia, or
the Republic of Palau);

® make satisfactory academic progress;

® sign certifying statements on the FAFSA such as

agreeing to use federal student aid funds only for
educational expenses; and
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® be enrolled at least half time to be eligible for
Direct Loan or FFEL Program funds.

NOTE: This is not a comprehensive list of
eligibility requirements.

Most male students must be registered with Selective
Service to receive federal aid. Students who must reg-
ister for the Selective Service may use the FAFSA to do
so. One of the questions on the FAFSA asks a male
applicant if he wants the Selective Service to register
him. Students can call the Selective Service toll free at
1-888-655-1825 for general information about regis-
tering or access

WWW.SSS.gOoV

NOTE: Male students can register with the
Selective Service online at the above
web site.

Section 484(r) of the Higher Education Act suspends
aid eligibility for students convicted of the sale or pos-
session of drugs. If a student has a conviction or con-
victions for these offenses, he or she should call the
FSAIC to find out how the law applies to the student.

An affected student can regain eligibility early by suc-

cessfully completing an approved drug rehabilitation
program.
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Demonstrating need

As we've said, a student must demonstrate financial
need to be eligible for most federal student aid. At its
simplest level, a student’s financial need is the differ-
ence between the student’s cost of attendance at the
school and the amount the family is expected to con-
tribute to the student’s education.

Cost of attendance

The financial aid administrator at a school usually
develops an average cost of attendance for different
categories of students. For instance, some programs of
study might have lab fees or higher charges for books
and supplies than other programs. Students living off
campus might have slightly higher allowable costs for
room and board and transportation expenses than
students living on campus.

For the federal student aid programs, the financial aid
administrator must use the definition of “cost of
attendance” given in the law to determine what edu-
cation-related expenses may be considered. The law
specifies that the cost of attendance includes tuition
and fees and an allowance for living expenses, such as
room and board, books and supplies, miscellaneous
personal expenses (including a reasonable allowance
for renting or purchasing a personal computer), and
transportation costs. The law also provides limited
allowances for loan fees, dependent-care costs, and
expenses for disabled students.

NOTE: Many high school students (and their
parents) don’t immediately under-
stand that the definition of “cost of
attendance” includes more than just
tuition. Funding Your Education
explains the concept in the section
titled “Eligibility Criteria.”
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Need analysis

The process of analyzing a student’s financial need,
known as need analysis, focuses on determining how
much the family reasonably can be expected to con-
tribute toward the student’s education. Traditionally,
this is done by collecting information about the fam-
ily’s income, assets, and living expenses. For the fed-
eral student aid programs, the law specifies a need
analysis formula that produces the Expected Family
Contribution (EFC). The EFC and cost of attendance
are used by the postsecondary school to establish the
student’s need as well as to award Federal Pell Grants,
campus-based aid, and subsidized loans. (The school
might ask the student to complete other paperwork to
determine the student’s need for nonfederal aid.)

Calculating the EFC

For an EFC calculation, a student must complete and
file the FAFSA. The fastest and easiest way to do so is
to apply online at www.fafsa.ed.gov. Unlike college
admissions applications, the FAFSA is sent to an ED
processing center, rather than directly to a college. The
student’s information is entered into ED’s computer
system, which then calculates the student’s official
EFC. The application process for financial aid is
described in Part 2 of this handbook, and completing
the FAFSA is discussed in Part 3.

For a detailed breakdown of the EFC formula, go to
www.ifap.ed.gov and click on “Current Publications by
Title.” From there, you can download the EFC formula
worksheets. Alternatively, call the FSAIC and request
that a copy of the worksheets be mailed to you.

Determining the Federal Pell
Grant amount

To determine the amount of a student’s Federal Pell
Grant, the financial aid administrator considers the
cost of attendance, the EFC, and other factors.
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® The lower the EFC is (the less money the family is
assumed able to pay for school), the higher the
grant award is; a student with a zero EFC—no fam-
ily contribution is expected—has the most need
and may be eligible to receive the largest possible
Federal Pell Grant award.

® The maximum Pell-eligible EFC for 2003-04 was
3850. At the time this book was published, the
maximum for 2004-05 had not been determined.
For information, contact the FSAIC.

How aid is awarded

The Federal Pell Grant Program is considered the first
source of aid to a student, so
the award amount is not
affected by other aid the student
receives. For 2003-04, the maxi-
mum yearly grant was $4,050.
At the time this book was pub-
lished, the maximum grant for
2004-05 had not been deter-
mined. For more information,
contact the FSAIC.

A student who is attending two different postsec-
ondary schools during the same enrollment period
must notify the financial aid administrators at both
schools. The student may not receive Pell Grants at
both schools during the same enrollment period.

When awarding campus-based aid or subsidized
loans, the financial aid administrator must consider
other aid available to the student in addition to the
EFC.

® For example, using 2003-04 figures, consider a full-
time student with an EFC of 500 who enrolled in a

program that cost $6,000.

- The student then needed $5,500 in financial aid
to go to school ($6,000 - $500 = $5,500).
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- However, when the student received a $3,600
2003-04 Federal Pell Grant and a $1,000 outside
scholarship, the student’s need was reduced by
$4,600.

- Therefore, the aid administrator could award up
to $900 (the remaining need) in the form of
campus-based aid and a subsidized Federal or
Direct Stafford Loan ($5,500 - $4,600 = $900).

Because unsubsidized Federal or Direct Stafford Loans
or PLUS Loans are not need based, the aid adminis-
trator applies the following principles to determine
eligibility for unsubsidized loans:

®The amount of the loan may not
exceed the difference between the stu-
dent’s cost of attendance and all other
aid the student is receiving, including
aid from private and other nonfederal
sources.

® The school must consider the stu-
dent’s eligibility for other aid before
determining a loan amount.

- For instance, if a full-time independent student
in his or her first year of study in 2003-04 had a
cost of attendance of $8,000 and was eligible for
a maximum Federal Pell Grant of $4,050 and a
maximum subsidized Stafford Loan of $2,625,
the aid administrator could approve the student
for an unsubsidized Stafford Loan of up to $1,325
($8,000 - $4,050 - $2,625 = $1,325).

As we have seen, federal student aid awards ultimately
are made on the basis of the student’s EFC. It is
important to note that even though eligibility for
unsubsidized loans is not based on the student’s EFC,
the student’s eligibility for financial aid awarded on
the basis of the EFC is considered when awarding
these loans.
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Financial aid package

Using all available federal and nonfederal aid, the
financial aid administrator constructs a financial aid
package that comes as close as possible to meeting
the student’s demonstrated need; because funds for
all programs are limited, however, the amount
awarded can sometimes be less than the amount for
which the student is eligible. The financial aid pack-
age often is presented to the student in an award let-
ter, although more and more schools are developing
secure Web-based systems to share this information
with students.

v /

NOTE: The student may accept or decline

i

any of the financial aid offered.
Students often have questions about
the financial aid package; these
questions are best handled by the
financial aid office at the postsec-
ondary school. While ED does not
regulate how a postsecondary school
packages aid, we do require that the
institution inform all students about
available assistance programs, appli-
cation procedures, student eligibility
requirements, and the criteria for
determining award amounts.

Did you know...

The Federal Student Aid Information Center
(1-800-4-FED-AID) frequently gets calls from students or
parents who have paid for student aid applications or
advice and then learned they could have gotten the same
services for free elsewhere. If you want to remind your
students that the FAFSA and federal student aid advice
are free, you need our “"Don’t Get Stung!” poster. You can
download a PDF from www.studentaid.ed.gov/stung and
print it out on 8.5”x11"” paper, or you can order a full-size
poster from ED Pubs at 1-877-4-ED-PUBS.

/
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Loan default and
choice of school

Studies show that many borrowers are unable to
repay their student loans because they withdrew from
their educational programs or were unable to find
good jobs after they graduated. The choices of an edu-
cational program and a school are critical in helping
students prepare for gainful employment.

Students who are seeking career training should be
advised to consider the following questions before
enrolling at any school.

Are opportunities in the career field stable
or expanding?

Some careers are relatively stable. Others fluctuate
with the economy and changes in technology. For
information on career fields, students might want to
consult several publications published by the U.S.
Department of Labor.

® Occupational Outlook Handbook is an encyclopedia
of careers describing in detail a wide range of occu-
pations. Each description includes information on
the nature of the work, working conditions, train-
ing needed, job outlook, earnings, related occupa-
tions, and sources of additional information. A free
online search (for information either on specific
careers or on multiple careers) is available at

www.bls.gov/oco

2002-03 edition: Soft cover $53; hard cover $57;
CD-ROM $21.

® Occupational Projections and Training Data is an
annual supplement to the Occupational Outlook
Handbook, providing statistical data that support
the information in the handbook. It includes rank-
ings of hundreds of occupations by factors such as
training requirements, earnings, and susceptibility
to unemployment. 2002-03 edition: $22.
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® Occupational Outlook Quarterly is a quarterly publi-
cation containing articles on specific occupations,
general trends in the labor market, and other top-
ics. The publication is designed to give practical
information about choosing and getting jobs.
Occupational Outlook Quarterly is online at

www.bls.gov/opub/ooq/ooghome.htm

Single copies available (limited supplies); call
1-866-512-1800—or (202) 512-1800 in the
Washington, DC area—for pricing. Annual
subscription $14.

If your school library doesn't already have these pub-
lications, it can order the Occupational Outlook
Handbook or Occupational Projections and Training Data
by calling (312) 353-1880 or by writing to

Bureau of Labor Statistics
Publication Sales Center
P.O. Box 2145

Chicago, IL 60690

Fax: (312) 353-1886

Your library can order the Occupational Outlook Quarterly
by calling 1-866-512-1800—or (202) 512-1800 in the
Washington, DC area—or by writing to

New Orders

Superintendent of Documents
P.O. Box 371954

Pittsburgh, PA 15250-7954
Fax: (202) 512-2250

Checks for any of the above items should be made
out to Superintendent of Documents. Prepayment is
required.

All three publications can be ordered online at

http://bookstore.gpo.gov

Students might also want to check the magazine sec-
tion of the school library or public library for trade
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and professional magazines and journals that have
articles about jobs and training in specific career
areas.

Is the career compatible with the student’s
aptitude and interests?

A school can be very good but not meet a particular
student’s specific needs. The type of career a student
wants will directly influence the type of postsec-
ondary education he or she will need to pursue (a
two-year program, four-year program, or a
career/vocational program). Many colleges use admis-
sions tests to measure a student’s aptitude. The most
familiar college admissions tests are the Preliminary
SAT/National Merit Scholarship Qualifying Test
(PSAT/NMSQT), the SAT, and the ACT Assessment.
Students generally take these tests during their junior
or senior years of high school.

Does a school have a good reputation for
educating and placing its students?

Students should check with the local Better Business
Bureau, state higher education agency, or consumer-
protection division of their state attorney general’s
office to find out if problems have been reported at
the schools they are considering. (The Better Business
Bureau will have information primarily on vocational
schools.) ED’s web site and the FSAIC have default
rates for schools. These rates can indicate the success
of the schools’ students; a high default rate may be a
sign that a school'’s graduates are having difficulty
finding jobs that pay well. In addition, a default rate
greater than 25 percent will eventually jeopardize a
school’s eligibility to award federal loans and grants.
To find a school’s default rate, go to

www.ed.gov/offices/OSFAP/
defaultmanagement/cdr.html

A student can also ask a school representative for the
names of the school’s accrediting and licensing organ-
izations, which are able to provide information about
the school. Prospective students have the right to ask
for a copy of the documents describing a school'’s
accreditation and licensing. If a school is accredited,
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an approved private educational agency or association
has evaluated it and found it meets certain minimum
requirements that the agency set. A student can also
ask employers who hire in the student’s intended
field for their opinion of the school’s program.

How many of a school’s students graduate
and find employment in the career for which
they trained?

Students should also ask about a school’s graduation
rate. If a high number of students drop out, it could
mean they weren't satisfied with the education they
received. It’s also a good idea for interested students to
talk to recent graduates about a school'’s courses, aver-
age class size, instructors, the quality of facilities and
equipment, and the earning potential for graduates.

Students should comparison-shop before signing an
enrollment contract. If there are several schools offer-
ing a particular educational program in the area, a
student should visit at least two of the schools before
making a decision. One of the advantages to visiting
a school is that the student can talk to currently
enrolled students about what they like and do not
like about the school and the education they are
receiving.

If a school advertises or tells prospective students that
it has a successful job-placement program, it must be
able to provide statistics, on request, supporting that
claim. Even if a school doesn’t make job-placement
claims, it doesn't hurt to ask the school about its
graduation rate and job-placement rate. Students
should find out if the program the school offers is
necessary to get the type of job they want or if
employers in that field provide on-the-job training.

In addition, if a school advertises its job-placement
rates, it must also advise students of any applicable
state licensing requirements for the specific jobs for
which students are trained. Students should deter-
mine whether the course topics for their programs
relate to state requirements or other professional cer-
tification requirements.
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What are a school’s administrative and
academic policies?

For example, what is the school’s refund policy? A
school must make this policy available upon request
to current and prospective students. The policy
should explain what happens if a student registers for
classes but never attends any or drops out of school
after he or she starts. If the student receives any stu-
dent aid from ED (except Federal Work-Study), some
or all of the money may have to be returned—by the
student and/or the school—to the aid programs or to
the lender for the loans. Even if students don't finish
their educational programs, they must repay whatever
loans they received, minus any amount the school
returned to the lender.

Students should find out about a school’s academic
policies, such as the requirements for graduation and
maintaining eligibility for financial aid. These policies
are often grouped together as a “satisfactory academic
progress (SAP) policy.” A student must maintain SAP in
order to continue to be eligible for federal student aid.

What types of financial aid does a
school offer?

Students should find out what types of financial aid
are available at schools where they are interested in
applying; they should ask for information on all fed-
eral, state, local, private, and school financial aid pro-
grams. A student should also ask which financial aid
programs are available for the educational programs
he or she is interested in. Not all educational pro-
grams at a school may be eligible for all aid programs.

® ED uses specific legislative and regulatory criteria
to determine whether a school and all of its educa-
tional programs are eligible for federal student aid
programs.

® A school’s eligibility to participate in ED’s student
aid programs is not an indication that ED has
endorsed the quality of the education the school
offers. ED does not approve a school’s curriculum,
policies, or administrative practices, except those
relating to federal student aid programs.
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Students should ask

® What federal student aid programs does the school
participate in?

® How does the
school select
financial aid

recipients?
® What are the p—t——— —— -
school’s = i a
——] & —
o & e
application -
procedures

and deadlines?

® How and when does the school deliver financial
aid to its students?

® What are the interest rates and other terms of any
student loans?

® What are the operating hours of the school’s finan-
cial aid office?

What can be learned from a visit to a
school?

A good test of any school is how a student feels about
it after a visit. Students should consider making an
appointment to visit a school while classes are in ses-
sion. This will give students a chance to attend classes
and talk with other students in the program they are
interested in. Also, if a school provides residence facil-
ities, students should find out whether it's possible to
inspect them.

Do the people at the school seem to want to
help students learn and plan for their
futures?

A student should decide whether the school is a place
he or she wants to be at least five days a week for the
next six months to several years.
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Schools’ responsibilities

To remain eligible to participate in ED’s student aid
programs, a school must publish and distribute its
annual campus security report to all current students
and provide it upon request to all prospective students.

Schools also must disclose information about gradua-
tion rates to current and prospective students.
Furthermore, schools that offer athletically related
student aid are also required to provide information
on completion rates to potential student-athletes,

their parents, high school coaches, and guidance
counselors. (In some cases, schools satisfy this
requirement by their membership in national associa-
tions that distribute such information to high
schools.)

For further information about schools’ responsibili-
ties, consult the “Institutional and Program
Eligibility” volume of the Federal Student Aid
Handbook at

www.ifap.ed.gov

Did you know...

for the full selection.

At the back of this handbook, we’ve provided a

series of handouts on perforated pages for you to tear
out, photocopy, and distribute. The handouts cover
topics from reasons to go to college, to myths about
student aid, to identity theft. Check out Appendix C
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Opportunities for
disadvantaged
students

Despite the significant amount of need-based aid
available for high school students to continue their
education, recent studies show that students and par-
ents from low-income families are less likely to be
informed about student financial aid than those from
relatively well-off families. Clearly, the problem of
access cannot be solved solely by making financial aid
available to disadvantaged students. Rather, the solu-
tion depends on establishing goals and making
choices long before the last year of high school.

An important school responsibility is to help students
make the transition from secondary school to college
or work. This handbook offers suggestions for
addressing a critical problem—misinformation and
lack of information about postsecondary options and
financial aid.

Myths about financial aid

Many students make incorrect assumptions about
their eligibility for federal
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Realities about postsecondary
education and financial aid

The truth about postsecondary education and federal
student aid is that both are possible for most students.
School counselors can help get this message across by
emphasizing the following points to students:

1. Stay in school.
Studies show that a person with an education
beyond high school earns more money in his or
her lifetime than someone with only a high school
diploma. The job market for noncollege graduates
or those with no technical training is much more
limited. An important point to consider is that
someone with fewer career choices is less likely to
find a job that fulfills him or her.

Information about school dropout rates and
dropout prevention programs is presented in the
U.S. General Accounting Office (GAO) report
“School Dropouts: Education Could Play a
Stronger Role in Identifying and Disseminating
Promising Prevention Strategies.” To access the
report online, go to

WWW.gao.gov

SL“dem aid. As a _resuit' Unemployment and earnings for full-time workers
they sometimes simply age 16 and over, by educational attainment
refuse to submit a FAFSA,

_beherg there is no point Unemployment Educati ined Mean average
in doing so. A sample rate in 2001 ucation attaine earnings in 2001
handout about these myths (percent) __(dollars)
is available in Appendix C 1.3 Professional degree 84,032

to give to students. We 1.1 Doctorate 78728
encourage you to correct 2.2 Master’s degree 64,532
students’ and parents’ false 2.7 Bachelor’s degree 54,704
assumptions fmd remind 3.0 Associate degree 38,012
them that filling out the 4.2 Some college, no degree 35,204
FAF_SA. opens the door toa 5.2 High school graduate, no college 30,056
majority of the student aid 10.6 Less than a high school diploma 22,100
awarded in the United

States. Source: Bureau of Labor Statistics, unpublished data from Current Population Survey.
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Click on “GAO Reports” and then “Find GAO
Reports.” Enter the document number,
GAO-02-240, in the search box.

2. Aid is available.
Encourage students to apply for aid—counselors can
help to demystify the process by involving parents
whenever possible. Although poor academic per-
formance in high school and on standardized tests
is generally the most serious obstacle to expanding
access to college, financial aid can effectively reduce
any economic barriers that exist. Federal, state, pri-
vate, and school aid should all be explored.

3. Not everyone goes to postsecondary school the
same way.
Sometimes high school students assume that further
schooling means four years of full-time study at a
residential college. Not so. Today students can
choose from a wide range of postsecondary options,
including six-month programs at career schools and
two-year degree programs at community and junior
colleges within commuting distance, as well as the
traditional four-year programs at colleges and uni-
versities. Pa