
2009-2010  Volume 3  
Calculating Awards and Packaging 

Table of Contents

Chapter 1:  Academic Calendar, Payment Periods & 
Disbursements.......................................................................... 3-1

Academic Year Requirements...................................................................................................................... 3-1
Academic Calendars and Terms................................................................................................................ 3-4
Payment periods................................................................................................................................................  3-7
Timing of disbursements, General rules...........................................................................................3-20
timing of fsa grant and perkins loan disbursements...............................................................3-24
stafford/plus disbursements..................................................................................................................3-26
scheduling stafford/plus disbursements via eft or master check.................................3-28 
retaking coursework in term Programs...........................................................................................3-29
transfer, reentry & repeating coursework when 
progress not tracked by terms..............................................................................................................3-30
credit hour/clock hour conversion formula..............................................................................3-33

Chapter 2:  Cost of Attendance (Budget)................................ 3-35
Allowable Costs..............................................................................................................................................3-35
Costs for Periods Other than Nine Months....................................................................................3-42  

Chapter 3:  Calculating Pell Grant Awards .............................. 3-43
Scheduled Award, Award Year, & Annual Award........................................................................3-43
terms and payment methods...................................................................................................................3-45
Credit-hour Term-Based Programs.......................................................................................................3-47
Formula 1: Standard-Term Programs with Academic 
calendars of 30+ weeks...............................................................................................................................3-49
Formula 2: Standard-term programs with less than 
30 weeks in the fall through spring...................................................................................................3-53
Formula 3: general formula for any term-based program..................................................3-53
Formula 4: Clock-Hour and Nonterm credit-hour Programs..............................................3-56
formula 5: correspondence study......................................................................................................3-58
Summer Terms & Other Crossover Payment Periods...................................................................3-58
Transfer Students..........................................................................................................................................3-62
retaking coursework...................................................................................................................................3-63
Recalculations................................................................................................................................................3-65
Appendix A: Formula 2, CALCULATIONS FOR STANDARD-TERM 
PROGRAMS WITH LESS THAN  30 WEEKS IN FALL THROUGH SPRING..................................................3-69
APPENDIX B: FORMULA 5, CALCULATIONS FOR CORRESPONDENCE STUDY PROGRAMS............3-70
APPENDIX C: FORMULA SUMMARIES.............................................................................................................3-73



Chapter 4:  Calculating ACG & National SMART Grants....... 3-79
grade level general Requirements.......................................................................................................3-81
calculating a payment for a payment period..............................................................................3-83
summer terms & other crossover payment periods..................................................................3-85
Recalculations................................................................................................................................................3-85

Chapter 5: Calculating TEACH Grants....................................3-87
teach grant basics.........................................................................................................................................3-87
calculating teach grant payments for payment periods.....................................................3-88
teach grant formulas.................................................................................................................................3-90
recalculating teach grants...................................................................................................................3-91

Chapter 6:  Stafford/PLUS Loan Periods and Amounts......... 3-93
LOAN PERIODs, Academic Terms, & Program Length......................................................................3-95
annual loan limits.........................................................................................................................................3-97
ANNUAL LOAN LIMIT progression........................................................................................................... 3-105
monitoring annual loan limits chart........................................................................................... 3-106
grade level progression...........................................................................................................................3-113
prorating annual loan limits for stafford loans (undergrad only).......................3-116
remaining loan eligibility for students who transfer or change programs........ 3-120
AGGREGATE LOAN LIMITS............................................................................................................................... 3-124
Effect of Overborrowing........................................................................................................................ 3-127

Chapter 7:  Awarding Campus-Based Aid............................... 3-131
General Campus-Based Award Rules................................................................................................. 3-131
Awarding FSEOG............................................................................................................................................. 3-132
Awarding Perkins Loans........................................................................................................................... 3-134
Awarding Federal Work-Study (FWS)................................................................................................ 3-135

Chapter 8:  Packaging Aid....................................................... 3-137
Pell Grants as First Source of Aid..................................................................................................... 3-138
Packaging Rules for acg/smart, Campus-Based AId and 
Stafford/plus Loans.................................................................................................................................. 3-138
Counting need-based earnings as resource & estimated 
financial assistance...................................................................................................................................3-141
crossover periods........................................................................................................................................3-142
Packaging Veteran’s benefits, americorps, vocational rehabilitation 
funds, & BIA grants......................................................................................................................................3-144
treatment of overawards......................................................................................................................3-147











































































































































































































































 FSA Handbook   3–117

Chapter 6: Stafford/Loan Periods and Amounts

In a standard term program, or a credit-hour program using nonstandard 
SE9W terms, a remaining period of study is considered shorter than an 
academic year if the remaining period contains fewer terms than the 
number of terms covered by  the school’s FSA academic year. (For 
programs that are offered in a Scheduled Academic Year, the number 
of terms covered in the school’s FSA academic year usually does not 
include any summer “header” or “trailer” term.) 

In a clock-hour program, nonterm program, or a program with 
nonstandard terms that are not SE9W, a remaining period of study 
is considered less than an academic year for this purpose if the 
remaining period consists of fewer clock or credit hours than the 
program’s defined FSA academic year. 

For all types of programs, in each of the cases where there is a 
remaining portion less than an academic year, the annual loan limit 
for the student’s grade level is multiplied by the following fraction to 
determine the prorated loan limit: 

Semester, trimester, quarter, or clock hours enrolled in program
Semester, trimester, quarter, clock hours in academic year

Unlike proration for programs that are shorter than an academic 
year, there is no comparison of weeks and hours. Only the credit or clock 
hours that the student is scheduled to attend or is actually attending at the time 
of certification or origination are used in the calculation.

Note on fractions and decimals 
for prorating Stafford Loans
It is acceptable to convert the fraction to a 
decimal and then multiply the annual loan 
limit by the decimal, but this conversion is 
not a requirement. You may still choose to 
multiply the annual loan limit by the original 
fraction. However, you should be consistent 
in the method you use, since the fraction 
and decimal calculations sometimes result 
in slightly different prorated loan limits. 
(The decimal method will generally—if not 
always—result in an amount that is equal to 
or slightly higher than the amount calculated 
using the original fraction.)

• A student who is enrolled in a 4-year program that is offered in a Scheduled 
Academic Year consisting of three quarters plus a summer “trailer” has completed 
four academic years of study and received four Stafford Loans. The student needs 
to attend an additional quarter term to complete the program requirements. The 
final quarter term would fall in a new academic year, and thus the loan maximum 
would have to be prorated, because the remaining period of study (a single 
quarter) is less than a full academic year.  

• A student who is enrolled in a 2-year program without a Scheduled Academic 
Year where the FSA academic year covers two 15-week semesters has completed 
two academic years of study, but needs to return for an additional semester to 
complete the program requirements. Again, the loan limit would have to be 
prorated if the student receives a loan for the final semester.

Prorating remaining portions of term programs

Using school’s definition of 
academic year if > FSA minimum
A school may choose to define its academic 
year as longer in weeks or hours than the 
minimum statutory requirements. If so, then 
it’s the school’s standard – not the statutory 
minimum – that applies when determining 
whether a program or a final period of study is 
shorter than an academic year.
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Proration examples for programs shorter than an academic year

Example 2

Example 1

Jill is a dependent student enrolled in a 12-week program at Hancock Career College. HCC defines the academic year for this 
program as 900 clock hours providing 26 weeks of instructional time. Measured in clock hours, Jill’s program is 400 clock hours 
long.

To determine the maximum loan amount she can borrow, convert the fractions based on weeks (12/26 = .46) and hours 
(400/900 = .44) to decimals. Multiply the smaller decimal (.44) by the first-year annual loan limits: $3,500 subsidized and 
$2,000 unsubsidized. 

$3,500 x .44 = $1,540 subsidized

$2,000 x .44 = $880 unsubsidized

 The maximum combined subsidized and unsubsidized loan amount Jill can borrow for the program is $2,420, but no more than 
$1,540 of this amount may be in subsidized loans.

Academic year = 900 clock hrs,  
26 weeks of instructional time

Morgan is an independent student enrolled in a program at Hancock Career College that provides 24 quarter hours and 20 
weeks of instructional time. HCC defines the academic year for this program as 36 quarter hours and 30 weeks of instructional 
time. To determine the maximum loan amount she can borrow, convert the fractions based on weeks (20/30 = .67) and 
quarter hours (24/36 = .67) to decimals. Multiply the smaller decimal (in this case, both are .67) by the first-year annual loan 
limits for subsidized and unsubsidized Stafford:

$9,500 x .67 = $6,365 total Stafford

$3,500  x .67 = $2,345 subsidized

The maximum combined subsidized and unsubsidized Stafford amount Morgan can borrow for the program is $6,365, with the 
subsidized loan amount limited to $2,345.

 Academic year = 36 credit  hrs,  
30 weeks of instructional time

Program= 24 quarter hours; 20 
weeks of instructional time  

Program= 400 clock 
hrs, 12 weeks of 
instructional time  

Â

Â

* at least 30 weeks of instructional time, or, for clock-hour programs, at least 26.
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Year 1: Student completes 1040 clock hours in 26 weeks
Year 2: 750 clock hours remaining in program

Knox Career College has an 1800 clock-hour program and defines its academic 
year as 900 clock hours and 26 weeks of instructional time. Sally, a dependent 
undergraduate student, successfully completes the first 900 clock hours of the 
program in 22 weeks of instructional time. However, she must complete an 
additional four weeks of instructional time before she may receive a second 
loan. After 26 weeks of instructional time have elapsed, Sally has successfully 
completed 1040 clock hours. She may then receive a second loan, but the loan 
limit must be prorated based on the number of clock hours remaining in her 
program at this point.

To determine the prorated loan limit for Sally’s second loan, convert the fraction 
based on the clock hours remaining to a decimal (760/900 = .84). Multiply this 
decimal by the second-year undergraduate annual loan limit (total with added 
unsub):
$6,500 x .84 = $5,460

Proration examples for remaining period of study shorter 
than an academic year

Rudy has attended 6 quarters in a 2-year program at Beulah Community 
College, but to finish the program, he needs to attend an additional quarter 
as a half-time student (6 quarter hours). Rudy is a dependent undergraduate 
student, and BCC defines its academic year (covering three quarters) as 36 
quarter hours and 30 weeks of instructional time.

To determine the prorated Stafford loan limit, convert the fraction based on 
the hours that Rudy is expected to attend and the hours in the academic year 
to a decimal (6/36 = .17). 

Multiply this decimal by the second-year undergraduate annual loan limits: 
$4,500  (subsidized) x .17 = $765 ;    $2,000 (unsub) x .17 = 340.  Total 
prorated Stafford limit $1,105,  of which $765 may be subsidized.

Rudy transfers to a BA program at Lacy Springs College. By taking 18 
hours a semester, he will be able to graduate in the Fall term of his 
second year. Rudy is a dependent undergraduate student, and Lacy 
Springs defines its academic year (covering two semesters) as 24 credit 
hours and 30 weeks of instructional time.

To determine the prorated Stafford loan limit, convert the fraction based 
on credit hours  to a decimal (18/24 = .75). Multiply this decimal by the 
fourth-year undergraduate annual loan limits:

$5,500 (subsidized) x .75 = $4,125;   $2,000 (unsubsidized) x .75 = 
$1,500. Total prorated Stafford limit $5,625, of which $4,125 may be 
subsidized.

O’Donnell Institute has an academic year that covers three quarters: fall, 
winter, and spring. Milton will be enrolling in the fall and spring quarters, 
but not the winter quarter, and will graduate at the end of the spring 
quarter.
Because the fall quarter is in the same academic year as Milton final 
quarter, it is part of the final period of study, even though there is a term 
between the final quarter and the fall quarter in which he will not enroll. 
O’Donnell Institute may award Milton a single loan for the fall and spring 
quarters (costs for the winter quarter must be excluded), or separate loans 
for fall and spring. In either case, the annual loan limit must be prorated. 
If Milton decided to enroll for the winter quarter on a less-than-half-time 
basis, his remaining period of study (three terms) would be equal to a full 
academic year and proration would not be required for a loan covering 
the fall and spring quarters.

Example 1: Academic year contains 3 quarters  
Remaining period = 1 quarter

Example 2: Academic year contains 2 semesters  
Remaining period = 1 semester

Fall           Winter       Spring

Fall           Winter       Spring

Fall           Winter       Spring

Example 4: Remaining period of study with 
scheduled period of nonenrollment

Example 3:  Academic year contains 900 clock 
hours and 26 weeks 
Program = 1800 clock hours

Fall                  Spring

Fall                  Spring

Fall           Winter       Spring

Â

ÂÂ

Â
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Remaining loan eligibility for students who 
transfer or change programs 

The annual loan limits are based on an academic year. If a student 
transfers from one school to another school or changes to a different 
program at the same school and there is an overlap of academic 
years, this overlap may affect the amount that the student is eligible to 
borrow at the new school or for the new program.

An overlap in academic years exists at the new school if the 
academic year at the new school or new program at the same school 
begins before the calendar end date of the academic year at the 
prior school or program. You may obtain documentation from the 
prior school of the specific beginning and ending dates for the prior 
academic year or may consider the prior academic year to have 
begun with the starting date of the student’s most recent loan period 
(as shown in NSLDS) and to have ended 30 calendar weeks later. 
(However, if the most recent loan period was more than 30 calendar 
weeks in length, the new school must consider the academic year 
at the prior school to have ended on the last date of the prior loan 
period.) 

The same principles for students who transfer from one school 
to another school would apply in the case of students who change 
programs within the same school.

For programs with standard terms or nonstandard SE9W terms (use 
SAY, BBAY 1, or BBAY 2) 

If a student enrolls in a program with standard terms (or 
nonstandard SE9W terms) after already having taken out a loan at 
another school with an overlapping academic year, the student initially 
may not receive more than the annual loan limit minus the amount 
received at the prior school. 

However, the student may borrow again for a subsequent 
term within the same academic year at the new school if the term 
begins after the end of the academic year at the prior school. For 
a subsequent term that begins after the end of the prior school’s 
academic year, but within the initial academic year at the new school, 
the student may borrow up to the difference between the applicable 
annual loan limit and the amount already received for the new 
school’s academic year.
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Standard Term
A student receives a $2,000 Stafford loan at School A for a loan period from May 1 to 
August 31. The student, a dependent undergraduate, transfers to a program at School 
B in September and is admitted at grade level 2.  The student requests a loan for the 
Fall and Spring semesters (September-May). School B makes a determination that the 
academic year at School A ended on November 27 (30 weeks after the start of the loan 
period at School A). 

Because the academic year at School B begins before the end of the academic year 
at School A, the student may initially receive only up to a maximum of $4,500 for the 
Fall semester at School B. This amount represents the difference between the annual 
loan limit ($6,500) and the amount received at School A ($2,000) for the overlapping 
academic year period. At the start of the Spring semester in January (after the end of 
the academic year at School A), the student may borrow up to an additional $2,000, 
the difference between the annual loan limit and the amount already borrowed for the 
Fall-Spring academic year at School B.

As an alternative, School B could choose to place the student on a BBAY schedule 
beginning with the Spring semester. The student would then be eligible to borrow up 
to the full annual loan limit for a Spring/Summer BBAY.

Clock-hour program
For example, a student receives the first disbursement ($2,750) of a Stafford loan at 
School A for a loan period from April 1 to December 31. The student, a dependent 
undergraduate, leaves school A in June and transfers to an 1,800 clock-hour program 
at School B, and School B does not accept any transfer hours. Because the academic 
years at the two schools overlap, the maximum loan amount that the student may 
receive for the first academic year of the program at School B (900 clock hours and 30 
weeks of instructional time) is $2,750, the difference between the first-year annual loan 
limit ($5,500) and the amount received at School A ($2,750).

If School B had accepted some hours on transfer, it would certify a loan for the 
remaining balance of the annual loan limit for the period that covers the remaining 
portion of the School A loan period. After this remaining balance is completed, the 
student would progress to a new annual loan limit.

Remaining loan eligibility on transfer/program change
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For clock-hour and nonterm programs, and programs with 
nonstandard terms that are not SE9W (use BBAY 3)

Transfers between schools:
A student who enrolls in a clock-hour or nonterm program (or 

a program with nonstandard terms that are not SE9W) after already 
having taken out a loan at another school with an academic year 
that overlaps the academic year at the second school, the student is 
restricted to the original annual loan limit until the completion of 
the first academic year at the new school unless the second school 
accepted transfer credits or clock hours from the first school. If the 
second school accepts transfer hours from the first school, the second 
school would certify a loan for the remaining balance of the annual 
loan limit for the period that covers the remaining portion of the loan 
period at the first school. After this remaining balance is completed, 
the student would progress to a new loan period and a new annual 
loan limit.

Transfers between programs at the same school: 
For a transfer between programs at the same school, you would 

look to the requirements for payment periods. There would be a new 
loan period with new payment periods or, if you choose to consider 
the student to be in the same payment period, there would be no new 
loan period.

Same payment period and same loan period--At your option, you 
can consider a transferring student to be in the same payment period if: 

The student is continuously enrolled at the school;•	

The coursework in the payment period the student is •	
transferring out of is substantially similar to the coursework 
the student will be taking when he or she first transfers in 
the new program;

The payment periods are substantially equal in length in •	
weeks of instructional time and credit or clock hours, as 
applicable; 

There are little or no changes in school charges associated •	
with the payment period to the student; and

The credits or clock hours from the payment period the •	
student is transferring out of are accepted toward the new 
program.

If the student is kept in the same payment period, the original 
loan period should remain the same. However, you may need to take 
into account any changes as to when the student would complete the 
hours and weeks of instructional time of the academic year and make 
adjustments such as the ending date of the loan period or the date of 
the second disbursement.
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New payment period and new loan period
 If a transferring student is placed, or must be placed, in a new 

payment period, you would perform a Return of Title IV calculation 
for his or her withdrawal from the payment period in the old program 
(assuming that the student did not complete that payment period 
without starting a new one before transferring into the new program if 
the R2T4 is done on a payment period basis; or assuming the student 
did not complete the loan period if the R2T4 is done on a period of 
enrollment basis). That calculation would close out the original loan 
period. Then the student would start over with a new loan period for 
his new program that uses the remaining annual loan limit eligibility 
from the prior loan period. The new loan period would be for an 
academic year using the remaining annual loan limit eligibility if the 
student’s new program is at least an academic year in length. If the 
new program is less than an academic year, the student’s annual loan 
limit is the lesser of the remaining annual loan limit eligibility or the 
prorated annual loan limit based on hours to be completed in the new 
program.

Student completes a program and starts another at the same institution
A student completes a program at your school and then begins 

a new program at your school, and the student’s last loan for the 
completed program is for less than an academic year. In this case, you 
may certify or originate the loan for the remainder of the academic 
year for the new program. You may certify or originate the loan for an 
amount that does not exceed the remaining balance of the student’s 
annual loan limit at the loan level associated with the new program.
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AGGREGATE LOAN LIMITS    
A borrower who has reached his or her aggregate borrowing limit 

may not receive additional loans. Once the loans are repaid, in full or 
in part, the borrower may apply for additional Stafford Loans. Certain 
aggregate loan limits have increased for loans disbursed on or after 
July 1, 2008.

The maximum outstanding total subsidized and unsubsidized 
Stafford Loan debt is:

	$31,000 for a dependent undergraduate student,•	

	$57,500 for an independent undergraduate student (or a •	
dependent undergraduate student whose parents do not 
qualify for  PLUS loans). No more than $23,000 of this 
aggregate amount may be in the form of subsidized loans.

	$138,500 for a graduate or professional student (including •	
loans for undergraduate study). No more than $65,500 of this 
aggregate amount may be in the form of subsidized loans.

The loan amounts counted towards these maximums include 
any outstanding amounts borrowed in the form of Stafford Loans 
or Supplemental Loans for Students program (the discontinued 
SLS program). In the case of a Consolidation Loan, the outstanding 
amount of the Consolidation Loan representing any underlying 
Stafford or SLS loans that were paid off by the Consolidation Loan is 
counted towards the aggregate Stafford Loan limits.

Checking loan amounts on NSLDS
If a student at your school has FSA loans that were received at 

other schools, you may need to check the National Student Loan Data 
System (NSLDS) Web site to make sure the student still has remaining 
eligibility under the aggregate loan limits.

As long as there is no conflicting information, you may rely on 
the financial aid history (provided on the ISIR as well as the NSLDS 
Web site) and the Transfer Student Monitoring process to tell you 
if a student is about to exceed the aggregate Stafford Loan limits. 
(The NSLDS financial aid history may affect eligibility for other FSA 
programs, so it is discussed in more detail in Volume 1, Chapter 3.)

 The aggregate loan limits do not include accrued interest and 
other charges. To avoid counting interest and other charges when 
determining a student’s remaining loan eligibility using NSLDS, use 
the aggregate outstanding principal balance (Agg OPB) shown in NSLDS for 
each of the student’s outstanding Stafford Loans. For instance, if the 
student has been making payments on a $3,500 loan and the aggregate 
outstanding principal balance is now $3,100, count the $3,100 towards 
the student’s aggregate loan limit.

Aggregate Loan Limits
FFEL: 34 CFR 682.204(b), (e)
DL: 34 CFR 685.203(d), (e) 
DCL GEN-08-08

Resolving negative information in 
NSLDS
If you can document that the student 
is eligible for FSA funds despite the 
information shown on NSLDS, you may 
award and disburse aid.  An example would 
be if the NSLDS Financial Aid History page 
of the SAR or ISIR shows that the student 
has a defaulted loan, but you have obtained 
documentation from the holder of the loan 
that the borrower had made “satisfactory 
arrangements to repay.”
GEN-96-13, Q&A 37  

NSLDS on the Web
You can review the complete student loan 
history for your students and generate reports 
on the NSLDS Web site for aid professionals:
 https://www.nsldsfap.ed.gov/

NSLDS guides & help center
Guides for Enrollment Reporting, Transfer 
Student Monitoring and other user 
documentation are currently posted on IFAP 
under “Current FSA Publications” or “On Line 
References.”
Also see NSLDS Newsletter #6 on IFAP for 
more specific information on how the OPB 
and Agg OPB are calculated in NSLDS.
Technical assistance for NSLDS is available at:  
1-800-999-8219   

School’s responsibilities for 
checking NSLDS data 
In some instances, because of timing or 
coding problems by lenders and guaranty 
agencies, all of the loans that made up a 
consolidation loan will not be included in 
the NSLDS. Schools will be responsible only 
for the data contained in the NSLDS and are 
not expected to research further or to make 
assumptions regarding other non PC loans 
contained in NSLDS.
GEN-96-13, Q&As  54 and 55
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Handling unallocated amounts in 
NSLDS
You do not have to review unallocated 
amounts in NSLDS. NSLDS does not add the 
amount of unallocated loans when triggering 
the close to or exceeds aggregate limits flags.
See NSLDS Newsletter 11, February 2006

Financial Aid History 
Requirement & NSLDS
To ensure that a student doesn’t exceed the 
annual and aggregate Stafford Loan limits, 
the student’s FAFSA data is matched with 
the National Student Loan Data System and 
the student’s loan history is included in the 
ISIR.   If a student transfers to your school, you 
must inform NSLDS so that it can begin the 
Transfer Student Monitoring process.  More 
detailed information on how this requirement 
applies to all of the FSA programs can be 
found in Volume 1, Chapter 3 of the FSA 
Handbook.

For Consolidation Loans, which may include Subsidized and 
Unsubsidized Stafford Loans, NSLDS will now show separate totals for 
the Subsidized AggOPB and Unsubsidized Agg OPB.  In addition, NSLDS 
will show a total for “Unallocated” loan amounts for loans that cannot 
be identified.  You are not responsible for reviewing these Unallocated 
loans to determine their origin.

Effect of change in student status on aggregate loan limits
In some cases, a student may qualify for higher loan limits, but 

then lose the eligibility for the higher limits. This situation could 
occur because a dependent student’s parent received a PLUS loan 
after having been denied in previous years, and the student therefore 
could no longer borrow at the independent student loan levels, or 
because a student with a graduate degree entered an undergraduate 
degree program. In these cases, you only count the loan amounts that 
the student would have received under his or her current eligibility 
as an undergraduate or dependent student against the applicable 
undergraduate aggregate loan limit.  

Treatment of consolidated 
Perkins Loans
A consolidated Perkins Loan is not counted 
toward the aggregate Stafford Loan limits in
either the FFEL or Direct Loan program.

 

Method used in NSLDS to estimate sub/unsub FFEL amounts
The subsidized and unsubsidized amounts of Direct Consolidation Loans have always been reported to NSLDS along with 
the total loan amount. The specific amounts for underlying subsidized and unsubsidized loans are not available for FFEL 
Consolidation Loans from private lenders, but NSLDS now provides an estimate of the Subsidized, Unsubsidized, and 
“Unallocated” amounts included in an FFEL Consolidation Loan.

Since Stafford and Perkins loans are reported to NSLDS, the system will be able to properly categorize those loans. (Perkins 
Loans are not counted towards the Stafford Loan limits, but loans from the SLS program in the 1980s are included, because 
SLS was a forerunner of today’s unsubsidized Stafford Loan.)

However, the FFEL Consolidation Loan may also include some non-FSA loans that NSLDS can’t identify, such as loans from 
the Health and Human Services (HHS) programs. If NSLDS can’t determine from the reported underlying loans whether part 
of a FFEL Consolidation Loan should be counted in the subsidized or unsubsidized category, it will report that portion as 
“Unallocated.”

NSLDS takes the total amount originally disbursed for all of the identified underlying subsidized loans and divides that 
amount by the originally disbursed amount of the Consolidation Loan, which approximates the percentage of the total 
original consolidation loan that can be attributed to the subsidized loans.  This percentage is then applied to the current 
outstanding balance of the Consolidation loan with the result being the amount that is included in the NSLDS calculation of 
the total amount of Subsidized loans for the student.  A similar process is followed to allocate the unsubsidized amount.

NSLDS subtracts the total of the calculated subsidized and unsubsidized outstanding balance amounts from the actual 
outstanding balance of the consolidation loan.  Any balance is considered to be  “unallocated.”

NSLDS assumes the amount was borrowed from the FFEL or Direct Loan programs and is included in the total combined 
balance.  However, none of the “unallocated” amount is included in the Subsidized balance as it is unlikely to have come 
from a Subsidized Loan.
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Example: Consolidation and Stafford Loan Limits

An independent undergraduate student transfers to your school to complete her fourth year of 
baccalaureate study.  She applies for a Stafford Loan and has financial need for the maximum annual 
loan amount ($5,500 in subsidized Stafford and $7,000 in unsubsidized Stafford).  Her NSLDS record  
indicates that she has an Agg OPB of $24,625 on a Consolidation Loan made by a FFEL lender.  Because 
the undergraduate aggregate subsidized limit is $23,000, you cannot disburse any subsidized loan 
funds unless you can determine that the total amount of subsidized Stafford Loans represented in the 
consolidation amount is less than $23,000.  

The student’s loan record shows that her Consolidation Loan was made on August 30, 2007.  She 
previously had three subsidized loans that were paid through consolidation (PC) earlier in July and 
August.  The Disbursed Amounts for her loans are:  $2,625 for her first-year loan, $3,500 in her second 
year, and $5,500 in her third year.  The NSLDS record also shows two unsubsidized loans, paid-in-
full in July and August, which she received in her second and third years,  when she qualified as an 
independent student. Note that although the annual loan limits have risen; these amount are for past 
years with the old annual loan limits.

STAFFORD LOANS	 STAFFORD	 REMAINING
(CONSOLIDATED)	 LIMIT	 ELIGIBILITY

Subsidized............................................$2,625 
Subsidized............................................$3,500 
Subsidized............................................$5,500	  
TOTAL SUBSIDIZED........................ $11,625	 $23,000	 $11,375
 
Unsubsidized......................................$4,000
Unsubsidized......................................$5,000 
TOTAL SUB + UNSUB..................... $20,625	 $57,500	 $36,875

Adding the loans up, we can see that the student has received a total of $11,625 in subsidized 
Stafford and an overall total of $20,625 in Stafford funds.*  Therefore, you may pay the student her 
full loan amounts ($5,500 subsidized and  $7,000 unsubsidized) without exceeding the aggregate 
Stafford Loan limit ($57,500) for an independent undergraduate.

*There are several possible reasons why the $25,000 Consolidation Loan is greater than the total Stafford 
borrowed ($20,625)— the Consolidation amount may include Perkins or health loans that have been 
consolidated,  or it may include capitalized interest or other charges.

For instance, if a dependent student was treated as an independent student for loan limit purposes 
and received additional unsubsidized Stafford amounts for the first 3 years at your school because a 
parent was denied a PLUS loan for each of those years, but a parent was eligible to borrow PLUS for the 
student’s fourth year, the student would be eligible for the following Stafford amounts:

1st year (independent student loan limit)= $9,500 
2nd year (independent student loan limit) = $10,500 
3rd year (independent student loan limit) = $12,500 
4th year (dependent student loan limit) = $7,500

The additional unsubsidized Stafford Loan amount of  $19,000 that the student received in the 
first three years of the undergraduate program is not counted against the $31,000 dependent 
undergraduate aggregate loan limit. Excluding the additional unsubsidized amount, the student 
received only $13,500 for the first three years. The student may therefore receive the entire 4th year 
maximum loan amount, even though the student’s total outstanding Stafford Loan amount will be 
$40,000.

Example: Student loses eligibility for higher loan limits
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Effect of Overborrowing 
A student who has inadvertently received more than the annual 

or aggregate Stafford loan limits is ineligible to receive any FSA funds 
until the overborrowing is resolved. The student can regain eligibility 
for aid by repaying the amount that exceeded the Stafford annual or 
aggregate loan limits, or by making satisfactory arrangements with 
the Stafford lender (or the DL servicer) to repay the excess amount. 
The holder of the loan may choose to develop a repayment plan 
that has the borrower reaffirm that he or she will repay the excess 
according to the terms and timing of the original promissory note. If 
the inadvertent overborrowing occurred at your school, you should 
work with the student and the loan holder to ensure that the necessary 
actions are taken to restore the student’s eligibility.

Once you have documented that the student has either repaid the 
excess loan amount or has made satisfactory arrangements with the 
loan holder to repay the excess amount, you may award additional aid. 
However, the student may or may not be eligible to receive additional 
Stafford loan funds, depending on the circumstances. For example, 
a dependent undergraduate who inadvertently exceeded the $23,000 
aggregate Stafford limit could not receive any additional Stafford Loan 
funds as a dependent undergraduate unless the outstanding debt was 
paid down below the $23,000 limit. However, the student could receive 
additional non-Stafford aid. An independent undergraduate who 
inadvertently exceeded the $23,000 subsidized limit (but who has not 
reached the $57,500 combined aggregate loan limit for independent 
undergraduates) could borrow additional unsubsidized Stafford once 
he or she makes satisfactory arrangements to repay the subsidized 
amount that exceeds $23,000. For more on overborrowing and 
overawards, see Volume 5.

Consolidation of loan amounts 
that exceed the annual or 
aggregate loan limit
If a borrower who inadvertently received 
more than the annual or aggregate Stafford 
Loan limits has consolidated the loan(s) that 
caused the borrower to exceed the loan 
limit, the consolidation loan is considered to 
be a satisfactory arrangement to repay the 
excess amount that restores the borrower’s 
eligibility for FSA aid. (Note, however, that 
consolidation of an amount that exceeded 
the aggregate Stafford Loan limits does 
not automatically make a student eligible 
for additional Stafford Loan funds. See the 
discussion on this page under “Effect of 
Overborrowing.”) 
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Example: Resolving cases of overborrowing

Beth, an independent undergraduate student, is applying for a Stafford Loan for her fifth and final year of 
baccalaureate study at your college.  Beth has remaining loan eligibility under the $57,500 combined aggregate 
loan limit for independent undergraduates and at first, she appears to be within the aggregate limit for 
undergraduate subsidized Stafford Loans.  
However, you have recently become aware that Beth previously borrowed Stafford Loans while attending a 
community college several years prior to coming to your college. Note that although the annual loan limits have 
risen for 2008-2009, these amount are for past years with the old annual loan limits.

STAFFORD LOANS		
Subsidized  BANK ONE  1991............................................................ $2,625 
Subsidized  BANK ONE  1992............................................................ $3,500
 
Subsidized  BANK TWO 1998............................................................ $2,625
Subsidized  BANK TWO 1999............................................................ $3,500
Subsidized  BANK TWO 2000............................................................ $5,500
Subsidized  BANK THREE 2001......................................................... $5,500
 
TOTAL SUBSIDIZED............................................................................$23,250	  

Your review of her NSLDS records indicates that Beth has borrowed $250 in subsidized Stafford Loans in excess 
of the aggregate undergraduate limit (although the overall aggregate limit has increased, the subpart of this 
aggregate limit that is permitted to be in subsidized loans remains the same at $23,000).  Because the loan made 
by BANK THREE was the one that exceeded the loan limit, Beth needs to make arrangements with BANK THREE to 
repay the amount for which she was not eligible.  
When BANK THREE has confirmed that Beth has made satisfactory arrangements to repay the excess loan amount, 
you may make other FSA awards to Beth, including unsubsidized Stafford Loans.  
You can’t make a subsidized Stafford Loan to Beth until she has repaid the $250 that exceeds the aggregate 
subsidized Stafford Loan limit and further repaid enough of her outstanding balance to be eligible for the Stafford 
amount that you intend to  award to her.  
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Review of the Stafford MPN Process
The process for completing the MPN for a Stafford Loan and making the initial loan includes the following 
elements, though the process may be a bit different for the FFEL and Direct Loan Programs and some 
school and lender procedures may be in a slightly different order.  
 
Student Applies for Aid.  
The student fills out the FAFSA (or a renewal FAFSA) and an MPN for the initial loan. 
 
School Determines Eligibility and Loan Amount.  
The school confirms the student’s eligibility for federal student aid, determines the loan period and loan 
amount and packages the loan(s) requested.  
 
Certification/Origination.  
For FFEL loans, the school certifies the student’s loan eligibility. For Direct Loans, the school originates the 
loan.

k	 In the FFEL Program, the loan is approved by the lender or guaranty agency.

k	 In the Direct Loan Program, the school submits an origination record to COD and receives an 
acknowledgment from COD.

Student completes MPN.  
The student fills out an MPN for the initial loan.

k	 The Borrower’s Rights and Responsibilities Statement must be given to the borrower with the MPN. 

Disclosure & Entrance Counseling.  
Either before or at the time of the first disbursement, the borrower must be given a disclosure statement 
with specific information about the types of loans the borrower is getting, anticipated disbursement 
amounts, anticipated disbursement dates and instructions on how to cancel the loans. (The disclosure is 
often provided by the lender or ED.)

k	 First-time Stafford borrowers must complete entrance counseling before a disbursement can be made. 
(See Volume 2, chapter 6.) 

Disbursement to the Borrower.  
The school (after checking that the borrower is still eligible) disburses the loan funds to the student’s 
account or directly to the borrower, and notifies the borrower of each disbursement. (See Chapter 2 of this 
Volume.) 

Making Subsequent Loans.  
If the MPN is used as a multi-year note, a new MPN is not required for subsequent loans. However, your 
school must use a confirmation process (either active or passive) for subsequent loans, and the borrower 
must receive a Plain Language Disclosure, at or prior to the disbursement of any subsequent loans provided 
under an existing MPN. (The Plain Language Disclosure is usually sent to the borrower by the lender or ED.)  
If the MPN is not used as a multi-year note, a borrower completes a new MPN for each subsequent loan 
period.

k	 Copies of the Master Promissory Note are provided by lenders, guarantors or ED to borrowers and 
schools. For your reference, sample copies of the MPN and related materials are available online :

	  FFEL Stafford Loan MPN: http://ifap.ed.gov/dpcletters/GEN0207.html 
Direct Stafford Loan MPN: www.ed.gov/DirectLoan/mpn.html
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CHAPTER

General Campus-Based Award Rules
Selecting independent & part-time students

If any part of a school’s FSEOG, FWS, or Federal Perkins Loan 
allocation is directly or indirectly based on the financial need of inde-
pendent students or students who are attending part-time, then you 
must offer a reasonable proportion of the FSEOG allocation, the FWS 
allocation, and the dollar amount of the loans made from the Perkins 
revolving fund to such students. This requirement includes part-time 
students at eligible branch campuses as well as part-time students on 
the home campus. A policy that excludes part-time or independent 
students is not acceptable. 

“Part-time students”  also include correspondence students. To 
be considered enrolled in a program of correspondence study, the 
student must be enrolled in a degree-seeking program and must have 
completed and submitted the first lesson. 

Uneven costs/unequal disbursements
If the student incurs uneven costs or receives uneven resources 

during the year and needs extra funds in a particular payment period, 
you may make unequal disbursements of FSEOG and Perkins. There 
is no explicit provision for unequal disbursements in FWS. However, 
because FWS wages are disbursed as work is performed, usually on a 
weekly or bi-weekly schedule, total disbursement amounts are likely to 
be different from one payment period to the next. In addition, as we’ll 
discuss in the FWS section, a student may be paid for work performed 
during certain periods of non-attendance.  

Summer school and special sessions
A student who enrolls as a regular student in an eligible program 

during summer school or a special session may receive Campus-Based 
aid if he or she meets the same general eligibility requirements that 
apply to a student enrolled in a regular session. If a student is not 
enrolled during the summer or special session, the student is not 
eligible to receive Campus-Based aid during the period of nonatten-
dance, except in the case of an FWS job. (See FWS discussion in this 
chapter.) 

Awarding Campus-
Based Aid

Your school has more latitude in selecting recipients of its Campus-Based funds than in Pell or Stafford/
PLUS. This chapter discusses the criteria that you must consider when selecting Campus-Based 
recipients, and the amounts that you may award to them. In addition, the student must meet the general 
eligibility criteria discussed in Volume 1, and your Campus-Based awards may not exceed the student’s 
financial need, as described in Chapter 8 of Volume 3. 

CHAPTER  HIGHLIGHTS

❚❘ FSEOG:
➔  Undergraduate only — see Volume 1 for rules. 
➔  Maximum $4,000, Minimum $100.
➔  Priority order for FSEOG recipients is based on Pell 
eligibility and lowest EFCs.  

❚❘ Perkins: 
➔  Undergraduate/graduate eligibility.
➔  Undergraduate: $5,500 annual and $11,000/$27,500 
aggregate. 
➔  Graduate: $8,000 annual and $60,000/aggregate.
➔  Selection based on exceptional financial need as 
defined by school.  
➔  Also note  Equal Credit Opportunity requirements. 

❚❘ FWS 
➔  Undergraduate/graduate eligibility.
➔  Awards based on academic workloads & other factors, 
packaged based on net earnings, after taxes and job-
related costs are subtracted. 
➔  Student may be employed during certain periods of 
nonattendance.

❚❘ Related Information:
➔  See Chapter 8 of this Volume for a discussion of 
packaging Campus-based aid with other assistance so as 
not to exceed the student’s financial need.
➔  See Volume 1 for rules on undergraduate vs. graduate 
status.
➔  See Volume 4 for rules governing timing of 
disbursements & general FSA funds management.
➔  See Volume 6 for information on operating an FWS 
or Perkins Loan program, including allowable types of 
employment, JLD and Work-Colleges, due diligence in 
making Perkins loans, terms of repayment, etc.

Selecting independent and part-time 
students
34 CFR 674.10(b), 675.10(c), 34 CFR 676.10(b)



Volume 3 — Calculating Awards & Packaging, 2009-10

3–132

Awarding FSEOG
Award Amounts

The maximum Federal Supplemental Educational Opportunity 
Grant (FSEOG)  for a full academic year is usually $4,000.  However, 
you may award as much as $4,400 to a student participating in a study-
abroad program that is approved for credit by the home school.  The 
minimum FSEOG amount is $100, but you may prorate this amount if 
the student is enrolled for less than an academic year.

The FSEOG maximum award for a student applies to both the 
Federal share and the required non-federal share. However, when your 
school has a waiver of the non-federal share, the FSEOG maximum 
applies to just the FSEOG federal funds. When there is no waiver, 
the FSEOG federal dollars awarded to a student are considered to be 
75 percent of that student’s total FSEOG award and the school must 
account for the remaining 25 percent non-federal share, regardless of 
the type of school resources used and the method used to match. For 
more detail on the requirements of federal and non-federal shares, see 
Volume 6, Chapter 1.

Selecting FSEOG Recipients
When awarding FSEOG funds for an award year, you must first 

select students with the lowest expected family contributions (EFC) 
who will also receive Pell Grants in that award year. This group 
is known as the FSEOG first selection group. If your school has 
remaining FSEOG funds after making awards to all Pell Grant recipi-
ents for that award year, you must next select students with the lowest 
EFCs who are not receiving Pell Grants. This group of students is 
known as the FSEOG second selection group. 

A student who will also receive a Pell Grant in that award year is a 
student who has demonstrated Pell Grant eligibility for the same award 
year based upon an EFC that you have calculated for the student, or 
the EFC on the student’s SAR or ISIR.

You must keep documentation of the eligible EFC that was calcu-
lated for the student, and you must confirm Pell Grant eligibility prior 
to disbursement of the FSEOG. If the FSEOG recipient does not actu-
ally receive a Pell Grant during the award year, but the documentation 
shows that the FSEOG award and disbursement was made in good 
faith, you are not required to recover the FSEOG funds. If the student 
loses Pell Grant eligibility prior to disbursement of the FSEOG, you 
must cancel the FSEOG award.

Crossover payment period
Certain flexibilities exist when determining whether a student is 

considered to be in the FSEOG first selection group during a crossover 
payment period, that is, a period that begins before July 1 of any award 
year and ends after July 1 of that same award year. If a student will also 
receive a Pell Grant during a payment period that occurs in two award 
years and the student is among those students with the lowest EFCs, 
the student satisfies the FSEOG first selection group requirements 
for the same crossover period regardless of which award year the Pell 
Grant funds are attributed. 

FSEOG cites
Selection Procedures 34 CFR 676.10
Frequency of disbursements 34 CFR 676.16(a)and (e)
Minimum and maximum awards 34 CFR 676.20

Award year & payment period
“Award year” is defined as “the period of time from July 1 
of one year through June 30 of the following year.” 
Institutional  Eligibility regulations, 34 CFR 600.2 
As discussed in Chapter 1 of this volume, the payment 
period for a program that uses standard academic terms 
is  a semester, trimester, or quarter.  See Chapter 1 for a 
description of payment periods in programs not using 
terms or not using standard terms.
Payment period defined: 34 CFR 668.4

Crossover payment period example
Brian and Brad are enrolled at Scruples Business School 
in a payment period that begins in June 2006 and ends 
in August 2006, and both are among those students with 
the lowest EFCs who will also receive Pell Grants in that 
payment period.  Brian is receiving a 2005-2006 Pell Grant 
disbursement for that payment period and Brad is receiving 
a 2006-2007 Pell Grant disbursement for that payment 
period—both students have met the FSEOG first selection 
group requirement for that crossover payment period.

Selecting FSEOG Prohibitions
A school would not be in compliance with the Higher 
Education Act, as amended, and with the FSEOG 
regulations were it to award FSEOGs on a first-come, 
first-served basis or were it to arbitrarily set expected 
EFC benchmarks (cutoffs) from below which it would 
select FSEOG recipients. Such a practice might exclude 
otherwise eligible students from the selection process. 
Furthermore, professional judgment is not an appropriate 
means of attempting to resolve the indicated circumstance; 
professional judgment is applicable only to making an 
adjustment or adjustments to an expected EFC or to a cost 
of attendance amount, not as a means to circumvent the 
FSEOG selection policy.
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In order to be considered part of the FSEOG first selection group, 
a student does not necessarily have to receive a Pell Grant in the same 
crossover payment period. A student can also be awarded FSEOG 
funds under the FSEOG first selection group requirements during a 
crossover payment period, from either award year’s allocation, as long 
as the student will also receive a Pell Grant in the award year to which 
the crossover payment period is attributed for Pell Grant purposes.  

Establishing categories of students
Your selection procedures may specify categories of students to 

ensure that the students in each category have an opportunity to be 
awarded FSEOG funds. Categories may be based on class standing, 
enrollment status, program, date of application, or a combination of 
factors. You may choose to assign a percentage or dollar amount of 
FSEOG funds to each category; there is no requirement to make the 
percentage or dollar amount proportional to the need of students in a 
particular category or even to the number of students in the category.

However, categorization may not be used to exclude certain stu-
dents or groups of students from consideration. If you know that your 
school’s funds are so limited as to effectively exclude year after year 
categories that come later in the sequence, your school may not be in 
compliance with the “reasonably available” provision. 

Your school’s written selection procedures must ensure that 
FSEOG recipients are selected on the basis of the lowest EFC and Pell 
Grant priority requirements over the entire award year. If your school 
enrolls students as often as monthly or weekly, FSEOG funds can be 
reserved for use throughout that award year (on the basis of your 
school’s experiences from previous periods), and selection practices 
can be applied in a manner that would assure a reasonable consistency 
over the entire award year.

When you use categories to package FSEOG, within each category 
you must first award the assigned FSEOG funds to students with 
the lowest EFCs who will also receive a Pell Grant. If FSEOG funds 
assigned for that category still remain, you must next award FSEOG 
funds to students in the category with the lowest EFCs who will not 
receive a Pell Grant.

Frequency & amount of FSEOG disbursements
If you’re awarding an FSEOG for a full academic year, you must 

pay a portion of the grant during each payment period, even if the 
student’s program doesn’t use standard academic terms. (See Chapter 1 of 
this volume for an explanation of payment periods.)

To determine the amount of each disbursement, you would 
usually divide the total FSEOG award by the number of payment 
periods the student will attend. However, you are allowed to pay an 
FSEOG in unequal amounts if the student has costs or resources that 
are different for different payment periods. You may make payments 
within a payment period in whatever installments will best meet the 
student’s needs. 

Categories of students for FSEOG 
selection
This guidance is based on Dear Colleague Letter 
CB-91-8. 
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Uneven costs/unequal disbursements 
example
Dan will receive a $1,000 Perkins Loan and must spend 
$300 for books and supplies at the beginning of the school 
year. Ingram College could disburse that $300 along with 
the first payment. To determine the first payment, Ingram 
College subtracts the extra amount (in this case, $300) 
from the total loan ($1,000) and divides the remainder 
($700) by the number of payment periods (in this case, 2).  
Ingram then adds the regular amount for one payment 
period ($350) to the extra amount ($300) to determine 
the initial payment ($650). The remaining amount ($350) 
is then disbursed during the second payment period for a 
total loan of $1,000.

Awarding Perkins LOANs
The maximum amount an undergraduate student may borrow is 

$5,500 per award year; the maximum for a graduate or professional 
student is $8,000 per award year. 

Like Stafford Loans, Perkins also have aggregate loan limits: 

• 	 $11,000 for any student who has not completed two 
academic years of undergraduate work.

• 	 $27,500 for an undergraduate student who has completed 
two academic years and is pursuing a bachelor’s degree. 

• 	 $60,000 for a graduate or professional student, including 
loans borrowed as an undergraduate student.

 

The aggregate loan limits now include only unpaid principal. 
(Previously, a student who had borrowed the maximum cumulative 
amount for a graduate or professional student would not be eligible 
for another loan even if the student had repaid part or all of the 
amount he or she had borrowed.) 

The annual maximums and aggregate maximums include any 
amounts borrowed previously under the Federal Perkins Loan 
Program, including National Direct/Defense Student Loans.

Perkins selection criteria
When awarding Perkins Loans, you must give priority to those 

students with exceptional financial need, as defined by your school. 
Your school’s Perkins selection procedures must be in writing, 
uniformly applied, and kept on file at the school. See Volume 2 for 
record retention and consumer information requirements. 

Before you may award a student a Perkins Loan, you must deter-
mine the student’s Pell Grant eligibility.  You may use an unofficial 
calculation to determine Pell Grant eligibility before a student has 
filed a Free Application for Federal Student Aid (FAFSA). However, your 
school may not disburse the Perkins Loan until you have received the 
student’s official EFC for that award year (on the student’s SAR or 
ISIR).  

Increased loan eligibility to cover higher costs of study abroad
If the reasonable costs of the foreign study program exceed the 

cost of attending the home school, the awarded Perkins Loan may 
exceed the annual and/or aggregate loan limits by up to 20%.  A 
school may disburse a Perkins Loan to a student engaged in a program 
of study abroad if the student meets all eligibility requirements and is 
enrolled in an eligible program at the school that will accept credits 
earned abroad. 

Grad/undergrad status in teacher 
certification program
A student enrolled in a teacher certification program may 
be considered either an undergraduate or a graduate 
student.  If a teacher-certification student has already 
borrowed the maximum aggregate allowed for an 
undergraduate, but your school considers him/her to be 
a graduate student, the student is eligible to receive an 
additional Perkins Loan. At the point the school classifies 
and treats this student as a graduate student, he/she 
would only be eligible for graduate level Title IV aid.

Example: Perkins selection procedures
When packaging aid, Barton University first awards Perkins 
Loans to third-year students whose financial need is at 
least $500 after their EFCs, Pell Grants, and any scholarships 
received have been subtracted from the cost of attendance. 
Next, the University awards Perkins Loans to second-year 
students whose financial need is at least $750. The school 
continues to award Perkins Loans to such pre-defined 
groups until the Fund is exhausted or all exceptional 
financial need is met.

Perkins citations 
Selection procedures:  34 CFR 674.10
Exceptional need: 34 CFR 674.10(a)(1)
Must have estimate of Pell eligibility: 34 CFR 674.9(d)
Selection of independent & part-time students:  
34 CFR 674.10(b)
Equal credit opportunity: 34 CFR 674.20
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Awarding Federal Work-study (FWS) 
Unlike the other two Campus-Based programs, the FWS Program 

does not require that priority be given to students who have exceptional 
financial need. However, you must make FWS jobs reasonably avail-
able, to the extent of available funds, to all eligible students. Your 
selection procedures must be in writing, uniformly applied, and kept 
in your school’s files.  

There are no specific award limits for FWS earnings, other than 
the requirement that the amount of the FWS award not exceed the 
student’s financial need. For a full discussion of packaging FWS with 
other aid, see Chapter 8 in this volume.  

When deciding on an appropriate FWS award for a student, you 
should consider the student’s academic workload and any other factors 
that might affect the hours that a student could work each week.  

Basing FWS awards on net work earnings 
The gross amount of the award is based on the total number of 

hours to be worked multiplied by the anticipated wage rate.  For 
awarding and packaging purposes, you should use the student’s net 
FWS earnings, which exclude taxes and job-related expenses. To 
determine the student’s net FWS earnings, you should subtract any job-
related costs and non-refundable taxes from the student’s gross FWS 
earnings. If you are certain that the student’s federal or state taxes paid 
will be refunded, you should not subtract those taxes paid from the 
student’s gross earnings. 

Job-related costs are costs the student incurs because of his or her 
job. Examples of job-related costs include uniforms, the cost of meals 
at work, and transportation to and from work. For work during vaca-
tion periods, job-related costs can include room and board as long as 
the FWS student incurs these costs only because of the FWS employ-
ment. For example, room and board during the summer cannot be 
included in job-related costs if the FWS student also takes summer 
courses.

Earnings for the next period of enrollment
Many FWS students must pay the bulk of their education costs in 

the beginning of each period of enrollment, before they have had a 

Calculating Maximum Gross Earnings 
Example
Chris has unmet financial need of $1,000 at Peterson 
University. Because Chris has a Social Security tax of 7.65% 
(that will not be refunded) and $108 in job-related costs, 
the school may allow Chris to earn an FWS award amount 
that is higher than his $1,000 unmet financial need in order 
for him to earn the allowable $1,000 net FWS earnings.

To calculate the FWS award amount to reflect the 
maximum gross FWS earnings that Chris may earn without 
the net FWS earnings exceeding the student’s $1,000 
financial need, the school must do the following:

1.	 Add the amount of job-related costs to the amount of 
his unmet need ($108 + $1,000 = $1,108) for a total 
of $1,108.

2.	 Account for the Social Security tax by determining 
that his net FWS earnings are 92.35% of his gross 
earnings (100% - 7.65% = 92.35%) or (.9235).

3.	 Divide the total in step 1 by the ratio in step 2 
($1,108/.9235 = $1,199.78) for a  result of $1,199.78 
($1,200 after rounding).

Peterson University may give Chris a $1,200 FWS award 
and his net FWS earnings will not exceed his $1,000 unmet 
financial need.

Equal Credit Opportunity Act (ECOA) rules
A school making Perkins loans is subject to the requirements of the ECOA.  With only limited exceptions, the ECOA prohibits a lender from 
considering the applicant’s age, race, color, religion, national origin, sex, marital status, or receipt of public assistance when evaluating loan 
applications.  Lenders are not permitted to consider  whether the applicant has a telephone, whether the applicant’s sources of income are 
from retirement benefits or part-time employment, or whether the applicant  might bear or rear children.  
In the case of a “special purpose credit program” that uses  financial need as a criteria for the loan, a lender may collect certain borrower 
information.  The Perkins program is considered a special purpose credit program, therefore you “may request and consider, in determining 
an applicant’s eligibility for the program, information regarding the applicant’s marital status; alimony, child support, and separate 
maintenance income; and the spouse’s financial resources.”  This information is collected on the FAFSA.
ECOA regulations: 12 CFR 202
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chance to earn FWS wages. Therefore, you may allow a student to earn 
FWS wages to cover educational expenses in the next period of enroll-
ment that your school offers. The student must be planning to enroll 
in that next period of enrollment and must demonstrate financial 
need for that period of enrollment. The next period of enrollment is 
usually the next term, including a summer period, or in the case of 
summer earnings, the next full academic year. 

A student may earn FWS funds for the next period of enrollment 
during any period of enrollment, including a period of enrollment 
that is comprised, in whole or in part, of mini-sessions. A student may 
also earn FWS wages towards the next period of enrollment during a 
period of nonattendance, as discussed below. 

Working during periods of nonattendance
A student may be employed under FWS during a period of nonat-

tendance, such as a summer term, an equivalent vacation period, the 
full-time work period of a cooperative education program, or an unat-
tended fall or spring semester. To be eligible for this employment, 
a student must be planning to enroll for the next period of enroll-
ment and must have demonstrated financial need for that period of 
enrollment. The student’s net earnings (earnings minus taxes and 
job-related costs) during this period of nonattendance must be used to 
cover expenses associated with his or her financial need for the next 
period of enrollment.   

When a student who had an FWS job in a period of non-atten-
dance fails to enroll in the next academic period, you must be able to 
demonstrate that the student was eligible for employment and that, at 
the time the FWS was awarded, you had reason to believe the student 
intended to enroll in the next period. At a minimum, you must keep 
a written record in your files showing that the student had accepted 
the school’s offer of admittance for the next period of enrollment. If 
during the period of nonattendance you learn that the student will 
no longer enroll in the next period of enrollment, the student must 
immediately stop working under FWS.

FWS and minisessions
If your school combines a series of mini-sessions or modules 

into one term (e.g., three summer mini-sessions into one summer 
semester), an FWS student attending any of the mini-sessions may earn 
FWS wages at any time throughout that term. You may apply those 
earnings towards the student’s financial need for the mini-session(s) 
attended and/or the next period of enrollment. You must base the 
student’s financial need for attending the summer term on the period 
when the student is actually enrolled in the mini-sessions.

The amount of FWS wages a student may earn at any given 
point in the term does not depend on whether or not the student is 
enrolled in a mini-session at that point in time. You have some flex-
ibility in deciding with the student how to distribute the hours worked 
throughout the summer term. (See the example in the sidebar.)

Work during nonattendance
For further information about working during vacation 
periods or periods of nonattendance, see  the discussion of 
enrollment requirements in Volume 1.

Taxes and job-related costs cite
34 CFR 675.25(a)

FWS for period preceding study abroad
A student in an eligible program of study abroad may be 
employed during a period of nonattendance preceding 
the study abroad if he or she will be continuously enrolled 
in his or her American school while abroad and if the 
student’s study is part of the American school’s own 
program. In such a case, a student may be employed in 
a qualified position in the United States, at the American 
school’s branch campus in a foreign country, or at a U.S. 
government facility abroad.

Minisession example
Lutz University has a summer term made up of three 
mini-sessions.  Robert enrolls in classes for the June and 
August mini-sessions, but does not enroll in any classes for 
the July mini-session. Robert has a financial need of $500 
for his attendance in two of  the summer mini-sessions. 
Robert also plans to enroll in the following fall semester 
and has a remaining need of  $250 for that semester. 
Robert is given a $750 FWS award in the summer ($500 
for the two  summer mini-sessions and $250 for the  fall 
semester).  Robert knows his June mini-session courses will 
be very demanding and he will not have time to work. So, 
Robert earns $500 during the July mini-session when he 
has no classes.  Robert has classes again in August, but his 
academic workload is lighter. In August, Robert earns $250 
towards his education costs in the upcoming fall semester.



Packaging Aid

Once you’ve received the student’s FAFSA information (including EFC) and calculated the 
student’s aid eligibility, you can package the student’s aid. The general rule in packaging is 
that the student’s total financial aid and other Estimated Financial Assistance (EFA) must 
not exceed the student’s financial need (Need = Cost minus the EFC). If you discover that the 
student has other EFA that cause the aid package to exceed the student’s need, you must attempt 
to adjust the aid package to eliminate the overaward. If the overaward can’t be eliminated, you 
must follow the overaward procedures in Volume 5.

In earlier chapters of this volume, we described how to calculate 
student awards, based on costs, period of enrollment, and statutory 
award maximums. Except for Pell Grants, FSA award amounts are also 
constrained by the other aid that a student receives, known as estimated 
financial assistance (EFA). The general rule is that the student’s total 
aid may not exceed the student’s financial need. (Need = Cost of 
Attendance minus EFC.)

The process of awarding aid without exceeding the student’s finan-
cial need is traditionally called packaging. Packaging is a process that 
varies from school to school, depending on the types of scholarship 
and other aid available at the school, and the characteristics of the 
student population. Schools may have different packaging philoso-
phies, but they generally try to find the best combination of aid to 
meet the financial need of the students they serve.  

To help you package Federal student aid with your other aid 
awards, we provide a Packaging module in EDExpress. You can enter 
information about your school’s student aid programs and set up 
factors to be considered in packaging, and then use the software to 
automate the packaging process. 

Most schools use some form of packaging software, whether 
EDExpress or software from a commercial vendor. You are not 
required to use EDExpress to package FSA awards, and you do not 
have to report the student’s aid package to the Common Origination 
and Disbursement system.     

 CHAPTER  HIGHLIGHTS:

❚❘ Related software:  EDExpress Packaging Module
➔ Available at http://www.fsadownload.ed.gov

❚❘ Packaging Principles 
➔ Pell Grants packaged first; not reduced for other 
aid.
➔ ACG/SMART may be reduced to eliminate an 
overaward.
➔ Campus-based and Subsidized Stafford Loans 
based on Pell, eligibility, EFC, and estimated financial 
assistance.
➔ Subsidized Stafford Loans based on Pell. 
eligibility, EFC, and estimated financial assistance.
➔ Unsubsidized Stafford Loans and PLUS based on 
Pell eligibility and estimated financial assistance.

❚❘ Treatment of need-based earnings 

❚❘ Treatment of other aid: special  cases
➔ Americorps and veterans educational benefits
➔ Vocational rehabilitation assistance
➔ Bureau of Indian Affairs grants

Financial need

	 Cost of Attendance
		                - EFC
	       Financial Need
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Pell Grants As First Source of Aid
Pell Grants are considered to be the first source of aid to the 

student, and packaging FSA funds begins with Pell eligibility. The 
Department issues Pell payment schedules that base the award solely 
on the student’s cost of attendance, EFC, and enrollment status. As 
we’ll see, aid from the other FSA programs must be awarded to ensure 
that the student’s need is not exceeded, unless certain types of aid are 
used to replace the EFC, as permitted.  

Traditional financial aid practice suggests that you would also 
adjust non-federal aid awards, if necessary, to ensure that the student’s 
financial need is not exceeded. But it’s possible that the student will 
receive a scholarship or other aid that you can’t adjust and is large 
enough (in combination with the Pell Grant) to exceed the student’s 
need. In this case, the student is still eligible for a Pell Grant based on 
the payment schedule. However, you can’t award any FSA funds other 
than the Pell Grant.  

For instance, the National Collegiate Athletic Association’s rules 
for athletic aid sometimes permit a school to award athletic aid that 
exceeds the student’s need. You must still pay the full Pell Grant to the 
student, but you may not pay other FSA funds to the student, because 
his/her financial need has already been met.  

PAckaging Rules for ACG/SMART, Campus-Based Aid 
and Stafford/PLUS Loans

You should consider a number of things when developing a pack-
aging policy.  For instance, some schools give more grant assistance to 
beginning students, who may have more difficulty adjusting to campus 
life, increasing the proportion of loans and work-study in subsequent 
years.

For the Campus-Based programs and other programs where the 
available funds may not be sufficient to meet every eligible student’s 
need, some schools decide to give a higher proportion of aid to the 
neediest students. Other schools award funds as an equal proportion 
of each student’s need.

Estimated Financial Assistance 
Includes any educational benefits paid because of 
enrollment in postsecondary education, such as:

•	 the student’s Pell Grant eligibility; 
•	 unsubsidized and subsidized Stafford and PLUS 

(Federal Family Education Loans and Direct Loans);
•  Chapter 1607/REAP Benefits;
•	 long-term loans made by the school, including 

Federal Perkins Loans (short-term emergency 
loans are not considered to be Estimated Financial 
Assistance);

•	 grants, including Federal Supplemental Educational 
Opportunity Grants (FSEOGs), ACG/SMART grants, 
state grants, and Reserve Officer Training Corps 

 Examples of Estimated Financial Assistance

(ROTC) living allowances;
•	 scholarships, including athletic scholarships 

and ROTC scholarships, and scholarships that 
require future employment but are given in the 
current year;

•	 waivers of tuition and fees;
•	 fellowships or assistantships;
•	 income from insurance programs that pay for 
the student’s education;

•  need-based employment such as FWS 
•	 net income from need-based employment; and
•  AmeriCorps funds;

Some key points from Chapter 6  
(Calculating  Stafford/PLUS Awards)
• Before you certify or originate a Stafford Loan, you 
must determine the student’s eligibility for a Pell Grant. 
• You may certify or originate a subsidized Stafford 
Loan only for the amount of student’s financial 
need—the student’s costs minus the student’s EFC 
and estimated cost minus financial assistance. 
• A student may qualify for a combination of subsidized 
and unsubsidized Stafford loans.
• If they meet program requirements, the parents of a 
dependent student can take out a PLUS loan to pay for 
the student’s cost of attendance.   There is no fixed loan 
limit for PLUS loans—the maximum loan amount is 
based on the student’s financial need.    
• If the student is independent, or his/her parents can’t 
borrow a PLUS, the student is eligible for additional 
unsubsidized Stafford amounts. 
• Unsubsidized Stafford loans and PLUS loans can 
be used to replace the EFC, as well as to cover the 
student’s unmet need. 
• PLUS Loans are now available to graduate and 
professional students 

Estimated Financial Assistance
HEA: Sec. 428(a)(2)(C)(ii)
FFEL: 34 CFR 682.200(b)
DL: 34 CFR 685.102(b)

Pell can’t be used to pay loan
If the student’s aid package includes a loan and the 
package must be adjusted to prevent an overaward, 
the Pell funds can’t be used to pay back the loan—a 
loan repayment isn’t an educational expense.

NOTE:  
•	 Veterans’ benefits are no longer EFA
•	 You may exclude from Estimated Financial 

Assistance, up to the amount of any 
subsidized DL or FFEL that you award to 
the student when the student received 
AmeriCorps or Chapter 30 benefits when 
awarding ACG/SMART or Campus-Based 
funds.

•	 When determining eligibility for subsidized 
DL or FFEL, you must exclude the entire 
amount of  Americorps benefits or Chapter 30 
veterans educational benefits from Estimated 
Financial Assistance. 
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Many schools use software, such as the Packaging module in 
EDExpress, that can be configured to implement the school’s pack-
aging philosophy. For instance, in EDExpress, you can specify the 
order in which aid sources are to be applied to the student’s unmet 
need, and set overall percentage limits on the amount of gift (grants/
scholarships) and self-help aid that will be included in the aid package.

Estimated Financial Assistance
In contrast to Pell, you must take other aid into account when 

awarding ACG/SMART, campus-based aid, Stafford or PLUS loans.  
As noted earlier, the other aid that must be considered is called “esti-
mated financial assistance” (EFA).

In general, the term estimated financial assistance, as defined for the 
Campus-Based programs, and ACG/SMART Grants, refers to aid from the 
FSA programs, as well as grants, scholarships, loans, and need-based 
employment that you can reasonably anticipate at the time you award 
aid to the student, whether the assistance is awarded by the school or 
by an individual or organization outside the school.  

 The term estimated financial assistance is used in the same way for 
Stafford/PLUS purposes as for the Campus-Based programs. However, 
there are differences in the treatment of Americorps and Chapter 30 
GI benefits (discussed later in this chapter).  

The regulations specify that “estimated financial assistance” is 
aid that the student will receive for the same period of enrollment as 
the Stafford or PLUS loan. As noted in Chapter 1, it’s usually best to 
certify a Stafford or PLUS loan for a period that matches the academic 
year or other period that you’re using to award funds from other FSA 
programs.  

Considering  grants and subsidized loans first
The law requires aid administrators to find out whether the 

student is eligible for certain other FSA programs that would reduce 
the need for borrowing.  

If your school participates in the Federal Pell Grant Program, you 
must include the student’s estimated Pell Grant eligibility as Estimated 
Financial Assistance when making Campus-Based awards, whether or 
not the student has received the Pell Grant at the time you make your 
Campus-Based award.  

Similarly, you must determine an undergraduate student’s Pell 
Grant eligibility before certifying a subsidized or unsubsidized Stafford 
Loan for that student. In addition, you may not certify an unsubsi-
dized Stafford Loan without first determining the student’s need for 
a subsidized Stafford Loan. (The difference between subsidized and 
unsubsidized Stafford Loans is explained in Chapter 6 of this Volume.) 
However, if the amount of the subsidized Stafford is $200 or less and 
the amount can be included as part of an unsubsidized Stafford Loan, 
you are not required to certify a separate subsidized loan.

Use net FWS earnings when packaging
To determine the net amount of a student’s FWS 
earnings that will be available to help pay for the 
student’s costs, you must subtract estimated taxes and 
job-related costs from the student’s gross FWS earnings 
(see Chapter 6 - Campus-Based Awards).

Requirement to consider grants and sub 
loans first
34 CFR 682.201(a), 34 CFR 685.200(a)

Estimated Financial Assistance
HEA Sec. 480(j)
If the assistance is provided by a State, is not 
considered FSA assistance such as a LEAP Grant, and is 
designated by the State to offset a specific component 
of the student’s COA, the amount of that assistance 
may be excluded from both COA and Estimated 
Financial Assistance. You may exclude such assistance 
on a student-by-student basis, but if it is excluded, it 
must be excluded for both COA and Estimated Financial  
Assistance. If the amount excluded is less than the 
allowance provided in the student’s COA, you must 
exclude the lesser amount. See Volume 1, Chapter 7 for 
determining whether State grants are considered FSA 
assistance.

Prepaid tuition plans
GEN-06-05, HEA Sec. 480(f) & (j)
Prepaid tuition plans are no longer considered EFA; 
instead, they are treated the same as Coverdell 
education and 529 savings accounts: their value is 
considered an asset of the owner of the account, unless 
the owner of the account is a dependent student. 
When the owner is a dependent student, the value of 
the account is reported as an asset of the parents.

Prohibition on certifying Stafford for 
school charges only
Your school cannot engage in a practice of certifying 
Stafford loans only in the amount needed to cover 
the school charges, or to limit unsubsidized Stafford 
borrowing by independent students. See Chapter 6 of 
this volume for further information on certifying loan 
amounts.
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Basic packaging example

Ricki is a dependent student, returning as a sophomore 
to Dwight College.  For academic purposes, Dwight 
College considers him to be a 2nd-year student.  His cost 
of attendance is $12,500,  and his EFC for the current year 
is 2,500; therefore,  the packaging process begins with 
$10,000 in unmet need. 

The aid administrator at Dwight College begins by 
awarding ACG and Pell Grants and applying the outside 
scholarship before awarding Campus Based aid.  Andrew’s 
Estimated Financial Assistance is  a $1,600 Pell, a 
$1,300 ACG and a $1,400 outside scholarship from the 
Wildwood Conservation Fund, so he has sufficient need 
for the maximum awards that the aid administrator can 
make under Dwight’s policy for  Campus-Based funds: 
$800 FSEOG,  a $900 Perkins Loan, and $1,800 in FWS 
employment.  

The aid administrator at Dwight College finishes the 
packaging process by awarding Title IV loans available to 
meet Andrew’s need.  As a 2nd-year student, Andrew’s 
Stafford loan limit is $4,500.  Because his remaining need 
is $2,200, he can receive that amount as a subsidized 
Stafford Loan.  If he chooses, he can borrow up to $2,300 
unsubsidized Stafford to partially cover the EFC (the 
remaining eligibility under his annual loan limit). Since he 
is a dependent student, his parents can borrow up to the 
remaining amount of the EFC in the form of a PLUS Loan. 
As an alternative to Ricki borrowing an additional $2,300 
in unsubsidized Stafford, his parents could borrow that full 
amount in a PLUS.

$12,500	 Cost
  -	 2,500	 EFC  
$10,000	 Need

$12,500	 Cost
-	 2,500	 EFC 
-	 1,600	 Pell Grant
-    1,300	 ACG Grant
- 	 1,400 	 Scholarship
$  5,700 Remaining Need

$12,500	 Cost
-	 2,500	 EFC 
-	 1,600	 Pell Grant
-    1,300	 ACG Grant 	
-	 1,400 	 Scholarship
-        800	 FSEOG
-        900	 Perkins
-     1,800	 FWS
$  2,200 Remaining Need

unmet
need

Co
st=

$1
2,5
 00

EFC
$2,500

Pell, ACG,  
WCF $4,300

unmet
need
$5,700

Co
st=

$1
2,5
 00

unmet
need
$2,200

Co
st=

$1
2,5
 00 C-B Aid

$3,500

EFC
$2,500

Pell & WCF
$3,000

EFC
$2,500

10,000

Graduate/Professional PLUS Packaging Example

Kent enrolls in a graduate-level program at 
McCausland University with a total Cost of 
Attendance  $31,000.  Kent has already been 
awarded a graduate scholarship of $5,000. Kent 
is a graduate student, so his annual loan limit is 
$20,500 (maximum $8,500 subsidized).  Kent is 
eligible to receive a subsidized Stafford loan of 
$8,500. Kent now has $2,000 in remaining need. 
Next, he can receive $12,000 in unsubsidized 
Stafford ($2,000 in need and $10,000 partially 
covering the EFC) Finally, Kent can receive a PLUS 
loan for $5,500 to cover the remaining portion 
of the EFC. 

Cost of Attendance
      $31,000

Subsidized 
Stafford
    $8,500

Scholarship
    $5,000

          EFC             
       $15,500

     Grad/Prof           
        PLUS
       $5,500

Unsub  Stafford
      $12,000
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For a dependent student, you may certify a Parent PLUS and 
disburse Parent PLUS funds without determining the student’s Pell 
Grant and subsidized Stafford Loan eligibility. Determining Pell eligi-
bility is not relevant for Grad PLUS, but (unlike Parent PLUS) your 
school must determine a grad/professional student’s maximum subsi-
dized/unsubsidized Stafford eligibility before the student applies for 
PLUS.

Substituting unsubsidized loans for the EFC
A school may substitute certain types of loans for the student’s 

expected family contribution (EFC). Generally, loans that may replace 
the student’s EFC include unsubsidized Stafford Loans, PLUS Loans, 
state loans, private education loans, and any other non-need-based 
loans. If these loans are used to substitute for EFC, loan amounts that 
exceed the EFC are counted as estimated financial assistance.

You must package Campus-Based funds and subsidized Stafford 
loans before unsubsidized loans; as such, treatment of unsubsidized 
loans only becomes a factor when awarding unsubsidized Stafford and 
PLUS loans.  When awarding Stafford/PLUS loans, unsubsidized loan 
amounts are only counted in estimated financial assistance if they exceed 
the EFC.   

Counting need-based earnings as  
Estimated Financial Assistance

The treatment of earnings from a job sometimes presents a 
problem—should the earnings be reported as income in need analysis 
or should they be counted as a form of student aid in the packaging 
process?

Net earnings from need-based employment are considered to be 
student aid. “Need-based employment” means employment that is 
awarded by the school itself or by another organization to a student on 
the basis of financial need to meet educational expenses for the award 
year. Only income from need-based employment may be considered as 
student aid. A Federal Work-Study job is clearly a form of need-based 
student aid.  Employment with a state is considered to be student aid if 
that employment is based on the student’s financial need for assistance 
to pay for educational expenses.

Non-need-based earnings are not to be considered as EFA for the 
current award year because they will be reported as income on the 
Free Application for Federal Student Aid (FAFSA) for the subsequent 
award year and will be used in calculating the future EFC. An example 
of non-need-based employment would be a job a student locates 
on her own with a private employer such as a local grocery store. 
Another example would be a job cleaning the labs in the Chemistry 
Department on campus, if the Chemistry Department hired the 
student using non-need-based criteria and funds.

Packaging Graduate/Professional PLUS
A PLUS loan does not count against a graduate/
professional student’s unsubsidized Stafford annual or 
aggregate loan limits.

Simultaneous FFEL and DL at the same 
school
34 CFR 685.300(a)
A school may simultaneously participate in both the 
FFEL and DL programs, but student or parent borrowers 
may not receive the same type of loan (i.e. Stafford or 
PLUS) for the same period of enrollment. For example, 
a student may not receive Stafford loan from both the 
FFEL and DL programs at the same school for the same 
period of enrollment. However, a graduate/professional 
student may receive a Stafford loan from one program 
and a PLUS loan from the other program for the same 
loan period.

Packaging when choosing not to borrow 
Stafford  
If a graduate PLUS borrower does not request the 
maximum Stafford loan amount for which he/she 
is eligible, you must notify the borrower of their 
maximum Stafford loan eligibility, the loan interest 
rate for Stafford and PLUS, the grace periods and 
repayment time-frames of Stafford and PLUS, and 
give them the opportunity to request the maximum 
Stafford for which the borrower is eligible.
 
If the student for whom a parent is borrowing a PLUS 
Loan chooses not to apply for a Stafford Loan, the 
Stafford Loan amount that the student would have 
been eligible to receive is not counted as estimated 
financial assistance when determining the amount 
of the PLUS Loan. The same principle applies when a 
graduate/professional student is eligible for Stafford, 
but chooses to borrow only PLUS.    
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Jesse enrolls in Trice Technical College as a 1st-year independent student with an 
$8,500 cost of attendance and TTC has received an ISIR for her with an EFC of 2,050.  
She is eligible for a $2,260 Pell Grant and TTC also awards her a $1,000 FSEOG.  Her 
remaining need is $3,190, so she can receive that amount in a subsidized Stafford 
Loan (the maximum subsidized Stafford loan for a 1st-year student is $3,500). 

Since Jesse is an independent student, she can take out an additional unsubsidized 
Stafford loan to replace the EFC, and as ”self-help” to meet the EFC.  Thus, TTC is 
able to award Jesse an additional $2,050 in unsubsidized Stafford Loan funds. 

Nichelle is a first-year dependent student at Sandberg Community College.  His  
cost of attendance is $5,800 and his ISIR shows that he has an EFC of 4,200, so 
his financial need is $1,600.  Nichelle’s EFC makes him ineligible for a Pell Grant, 
and Sandberg does not participate in the Campus-Based programs. The Stafford 
annual loan limit  for a first-year dependent student is $3,500. Nichelle qualifies 
for a $1,600 subsidized  Stafford loan, and has no remaining need. 

Since an unsubsidized Stafford Loan can replace the EFC and Nichelle hasn’t 
reached the Stafford annual loan limit, he can borrow  an additional $1,900 
in the form of an unsubsidized Stafford Loan to cover part of the EFC. ($3,500 
Stafford annual loan limit - $1,600 subsidized Stafford Loan = $1,900 
unsubsidized Stafford eligibility.)  Nichelle could borrow $1,900 in unsub 
Stafford to partially cover the EFC. His parents could then borrow $2,300 in PLUS 
to cover the remaining EFC. Alternately, his parents could borrow up to $4,200 in 
the form of a PLUS loan.  

$	 5,800	 Cost
  -	 4,200	 EFC  
$	 1,600	 Need

$	 5,800	 Cost
-	 1,600	 Sub Stafford
- 	 1,900 Unsub Stafford
- 	 2,300	 PLUS  
$	         0	 Need

Re
pl

ac
es

 
EF

C

Using Loan Funds to Replace the EFC: Independent example

$	 8,500	 Cost
  -	 2,050	 EFC  
$	 6,450	 Need

$	 8,500	 Cost
-	 2,260	 Pell Grant
-	 1,000	 FSEOG
-	 3,190    Sub Stafford
- 	 2,050    Unsub Stafford  
$	         0	 Need

Un
m

et
 

Ne
ed

  +
 

EF
C

Using Loan Funds to Replace the EFC: Dependent example

EFC
$2,050

Sub/Staff
$3,190

Co
st=

$8
,5 
00

Pell
$2,260

FSEOG
$1,000

unmet 
need
$0

To cover the EFC: 
     Unsub Stafford  $2,050

EFC
$4,200

Sub/Staff
$1,600

PLUS = $4,200

Co
st=

$5
,8 
00
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Campus-based overaward thresholds
Campus-based aid need not be reduced if the 
overaward doesn’t exceed $300, which is the 
overaward threshold for all Campus-based programs.  
Note that the $300 threshold is allowed only if an 
overaward occurs after Campus-based aid has been 
packaged and the school was unaware, the student 
would receive additional funds.  

The threshold does not allow a school to deliberately 
award Campus-based aid that, in combination with 
other resources, exceeds the student’s financial need.
 (see Volume 5 - Overawards, Overpayments, & Withdrawal 
Calculations.) 

ACG/SMART Overaward limitation
HEA 401A(d)(1)(B)(i)
34 CFR 691.62(c)

 Treatment of Overawards 
If, at any time during the award period, the student receives 

additional Estimated Financial Assistance that was not considered in 
calculating the student’s eligibility for Campus-Based and/or ACG/
SMART aid and if the Estimate Financial Assistance combined with the 
expected financial aid will exceed the student’s need, the amount in 
excess of the student’s need is considered an overaward. 

The treatment of overawards in the Stafford/PLUS programs 
depends on whether the loans have been fully disbursed.  See Chapter 
1 of Volume 5 of the FSA Handbook for a full discussion of overawards.

There is a $300 overaward tolerance for the Campus-Based 
programs. If the student’s package is overawarded by $300 or less (as a 
result of a late outside award, not the school’s awarding methodology) 
and Campus Based funds are part of the package, you can consider the 
student to not be overawarded; however, this overaward tolerance does 
not apply if the student has a ACG or SMART grant as part of his/her 
aid package. 
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