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AVG an place of a volume number refers to the “Application and Verification Guide.”
In general, concepts with established acronyms are found under the acronym (e.g, FAFSA, FSEOG).

Entries with multiple page numbers are in blue italics.

A

A-numbers

FAFSA collection, 1-21, 1-23, 1-35
Ability-to-benefit test, I-7, 1-9, 2-5
Absences, excused, 4-54. See also Attendance;

Leaves of absence

ACA. See Administrative Cost Allowance
Academic amnesty/renewal, 2-130
Academic amnesty/renewal procedures, 2-130
Academic calendar, 3—3, 3-9, 326, 3-27, 3-31
Academic Competitiveness Grants

academic year, 3—60

age cligibility, 7-63

applying to participate, 2—13

calculations, 3-59

case studies, 3—70

credits-earned alternative calculation, 366,

3-72

crossover payments, 375, 3-125

degree audits, 3-64

different calculation dates, 3—75

disbursements, 442, 444, 4-49, 4-56, 4-57,

5-12

downward adjustment of, 4-73

eligibility, 1-63, 3—60, 3—73

enrollment status and, 1-11

fractions and, 3—63

grade levels and, 3-68

interest-bearing or investment accounts and,
466

late disbursement and, 4-56, 4-57
lump-sum payments, 3—74

maximum awards, 3—59

overawards, 3—129, 5-5, 5—10

packaging rules, 3-73, 3-120, 3—126
payments, 3—73

prior payments, 3—64

program eligibility, 2—46

rate of progression case studies, 3—135
recalculations, 375

return of aid and, 5—104

rigorous secondary school program of study
and, I-64

rounding and, 3-63

Scheduled Awards, 3-59

schools with nontraditional grading systems and,
1-69

student’s year definition, 1-63

summer terms, 3—75

terms-attended alternative calculation, 3—66
verification and, AVG—89

weeks of instructional time and, 3-61, 3-62,

3-63, 3-66

Academic progress. see Satisfactory academic

progress

Academic qualifications, I-5
Academic year

Academic Competitiveness Grants and, 1-63
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awards affected when a program does not meet

standards, 32

Borrower-Based, 3—79, 3-82

credit/clock hours, 32

definition, 3—1, 3-60

direct assessment programs and, 2—47

exact accounting, 3—61, 3—71

hours without weeks, 3-62

National SMART Grants and, 1-63

PLUS loans and, 3-79

rate of progression, 3—61, 3—62, 3-69, 3—135

reductions in length, 3—2

requirements, 3—1

Scheduled Academic Year, 3—79

Stafford loans and, 3—79

transfer students, 3—64, 3—74

weeks of instructional time, 3-2, 33, 3-7, 3-8,

3-62, 3—66
Acceleration of Perkins loans, 6-117
Accounting

accrual basis, 2—140, 2—-159

cash basis, 2-9, 2-158

Generally Accepted Accounting Principles,

2-58, 2-59, 2-140, 2-152, 2—157
Accounts. See also Bank accounts

disbursement to student, 429, 5-87

interest-bearing, 4—66

investment, 4-66

outstanding charges, 5-89
Accreditation

agencies or associations for, 2-3, 2—4, 2-50,

2-60, 2-153

alternatives to, 2—4

changes in, 2—67

distance education, 2-98

dual, 24

eligibility and, 2—-3

loss of, 2-67, 2—169

pre-accreditation, 2—3, 2—4

primary accreditors, 2—4

of program eligibility, 243

proof of, for ownership changes, 2-56
Accrediting agencies, 2-3, 2—4, 2-60, 2-153, 3-50
Accrual, of Perkins loans interest, 6—73

Accrual basis of accounting, 2-140, 2-159
ACGs. See Academic Competitiveness Grants
Activities
pre-enrollment, 2—32
revenues from, 210
substantial gainful, 1-47
Address searches, 6—117, 6-123
Adjusted gross income, AVG—-35, AVG—-37, AVG—81
Administrative capability
checks and balances system, 2—124
cohort default rates, 2—134, 4—47, 6—131
conflicting information, 2—-122
consistency of information, 2—122
coordinating official’s role, 2122
debarment and suspension certification, 2—136
electronic processes, 2—119
financial aid counseling, 2124
financial aid office requirements, 2—122
inadvertent overpayments and, 563
information sharing, 2—131
satisfactory academic progress, 2—125
staffing issues, 2—124
system configurations, 2—120
withdrawal rates, 2135
Administrative Cost Allowance, 2—38, 3-27, 6-29,
6-64
Administrative fees, 5-95
Administrative relief requests, 551
Administrative subpoenas, 2—163
Admissions standards, 2—5
Adoptive parents, FAFSA and, AVG—26
Advance payment method, 4-19, 4-61, 5-12
Advanced Placement courses, 1-64, 3-62
Affiliation standards, of schools, 2-149
Age
Academic Competitiveness Grant eligibility,
1-63
eligibility and, 1-7
homeschooled students and, 2-6
Selective Service registration and, 1-57, 1-60
Age Discrimination Act of 1975, 2-21
Aggregate loan limits, 3104, 3—109
AGI. See Adjusted gross income

Agreements, written. See Written agreements
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Alcohol abuse prevention programs
development of, 2-36
materials for, 2-85
Alien Registration Receipt Cards, 1-23, 1-40
Aliens. See Citizenship
Allocation
campus-based awards, 6—7, 6-10
definition, 6-19
Alternate EFCs, AVG—-36, AVG—41, AVG—43,
AVG—46
American Samoa, 2-3, AVG—36, AVG—78
American Sign Language
Academic Competitiveness Grants and, 1-65
Americans with Disabilities Act, 1-8
Americorps*VISTA
aid packaging, 3—126
deferment of loan repayment and, 6-93
loan cancellation, 6-106
Amnesty, academic, 2—130
Annual awards, 3-25, 3-27, 3-50
Annual Security Report, 2—88
Anti-Drug Abuse Act of 1988, 1-12
Anti-lobbying certification and disclosure, 238
AP courses. See Advanced Placement courses
Appeals
audits, 2—-163
satisfactory academic progress, 1-10, 2127
Selective Service registration, 1-60
Application fees
as charges, 5-34
prohibition of, 2-18
Application information updates. See Application
updates
Application to participate. See Electronic
application for Approval to Participate in the
Federal Student Aid Programs
Application updates
accreditation changes, 2—67
adding locations, 2—63
adding programs, 2-65
branch status changes, 2-66
campus status changes, 2-66
change in ownership of for-profit and nonprofit
institutions, 2—52

electronic submission requirement, 2-52, 2-60
FAFSA and, AVG-96
nonparticipating schools, 2-51
ownership change steps, 2—56
ownership interest changes, 2—5¢
recertification, 2-51
substantive changes, 2—60
temporary approval for continued participation,
2-58
25% ownership threshold, 2—54
Armed forces. See Armed services
Armed services. See also Veterans
combat pay, AVG—16
definitions, 6-91
early exit cadets, AVG—24
grace periods and, 671
independent student status for active duty
military, AVG—23
loan cancellation and, 6-99, 6-105
loan repayment deferment, 6—90
Reserve Educational Assistance Program, 3—128
Selective Service registration, =57
U.S. Army loan repayment program, 6—106
Arrival-Departure Records, 1-23, 1-36, 1-38
Assessment module, 2—43, 2-51, 2-119, 5-24
Asset protection allowance, EFC and, AVG—654,
AVG-73t
Assets
EFC and, AVG-36, AVG—38, AVG—40, AVG—
42, AVG—45
FAFSA and, AVG-19
liens against, AVG—21
not reported on the FAFSA, AVG—36
ownership of, AVG—21
Assignment, of Perkins loans, 6—28, 6—128
Assistance, estimated financial, 3—120, 3—126
Associate degrees
clock hour/credit hour conversions and, 2-50
Pell grants and, 1-71
Asylum grantees, 1-21, 1-24, 1-27, 1-29
ATRB test. See Ability-to-benefit test
Athletes
completion rate disclosure, 2—72
graduation rate disclosure, 2—72
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information disclosure requirements, 2-69
student aid to, 2-77

ATMs. See Automated teller machines
Attendance. See also Cost of Attendance

Academic Competitiveness Grants calculation
and, 3—66

breaks in, programs without academic terms,
5-58

Byrd scholarships and, 1-80

campus-based awards and, 3-113
coursework completion and, 3—36
disbursements and, 4-54

documentation of, 567, 5-73

excused absences, 4-54

failing to begin, 5—11

Federal Work-Study program and, 3—118, 6—33

leaves of absence and, 5—28, 5—43
measuring, 2—49

National Science and Mathematics Access to
Retain Talent Grants calculation and, 3—66
Pell Grant calculation and, 3-45

periods of nonattendance, 6—33

records of, 5-69

required taking of, 5—42, 5-66, 5-114
return of aid and, 5—42

withdrawals and, 5—66, 5-69, 5-73

Audit Guide, 2-151, 2-152, 2-154, 2-156, 2-158
Audits

access to records, 2—160, 2-163

appealing, 2-163

change in ownership and, 2-56

Circular A-133, 2—-154, 2-157, 2-158
compliance audits, 2—-151, 2-154, 2-156
consolidated statements, 2—157

degree, 3—64

eZ-Audit, 2-58, 2-140, 2-160, 2-161
Federal Audit Clearinghouse, 2-158
financial statements, 2—151, 2-157, 2—158
Generally Accepted Governmental Auditing
Standards, 2-58, 2-59, 2-157

independent CPAs/auditors for, 2-152
90/10 rule, 2-154, 2158

Office of Inspector General, 2—144, 2-152,
2-156, 2-160

performance of, 2-159

reference guides, 2—152

requirements for schools, 2—151

returning funds and, 4-73

school lenders, 2-28

school’s fiscal year and, 2152

simultaneous submissions, 2—152

Single Audit Act guidelines, 2—151, 2—158

Small Business and Agricultural Regulatory

Enforcement Ombudsman and, 2-152

submission dates, 2—154, 2—156

third-party servicers, 2-159

waivers of, 2152, 2-154
Authorizations

of disbursements, 4-25, 5—86

educationally related expenses, 5—88

electronic processes for, 427
Automated teller machines, 4-34
Automatic zero EFC, AVG—36, AVG—37
Award year, 3-25

B

Balances. See Credit balances
Bank accounts
definition of, 4-34
EIFTs to, 4-34
notification requirements, #—65
returns and, 2—144
standards required when a school opens an
account on behalf of a student, 4-35
unearned program fund deposits, 2144
Bankruptcy
Chapter 13, 6—-82
filed before October 8, 1998, 6-84
history of aid received and, 1-46
institutional eligibility and, 2-7, 2-8, 2-11
notification of, 2-60
Perkins loans and, 1-76, 6—81
resuming/terminating billing and collection,
6-84
student eligibility and, 6-84
Bankruptcy Reform Act of 1994, 1-76
BBAY. See Borrower-Based Academic Year
Benefits
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veterans’, AVG—16, AVG—22
welfare, 6-88, AVG—15
BIA. See Bureau of Indian Affairs
Billing
account protection, 6—125
costs of, 6123
firms for, 6—125
Perkins loan procedures, 6—115
quarterly, 6-74, 6-78
Birth certificates, 1-19
Blanket agreements, 420
The Blue Book, 2—156
Bonds, fidelity, 2-149
Bonus payments, 2-31
Book vouchers, 5-37

Borrower-Based Academic Year, 3-79, 3-82, 3—-94

Borrower Services, 5-18, 5-19, 520, 5-21, 549,
5-93, 5-102, 5-107, 5-125
Borrowers. See also specific aid programs
address searches, 6—117, 6-123
authorization of, 4-25
consumer information for, 4-9
rights and responsibilities of, 4-5, 4-6
Borrowers® Rights and Responsibilities Statement, 43,
4-6
Branch campuses
closure of, 2-64, 2—108, 2—-170
definition, 2-6, 2-66
documentation for approval of, 2-66
retaining records for a branch that closes, 2-108
status change, 266
two-year rule and, 2-6
Breaks
in attendance, 5—58
scheduled, 5—77
Budget. See Cost of attendance
Bureau of Indian Affairs
aid packaging and, 3—128
low-income schools and, 6-102
Business/farm net worth, AVG—19, AVG—-564,
AVG-64t, AVG-T72¢
Byrd scholarships
cash management requirements and, 4-65

eligibility, 778

foreign schools and, 7-80

loan limits, 1-79

packaging with other FSA funds, 3—-128
part-time attendance and, 1-80

postponing or interrupting enrollment, 1-80
renewal criteria, 1—79

Selective Service registration and, 1-79
suspension of, 1-80

verification exclusion, AVG—77

website, 1-81
C

Calendar, academic, 3—3, 3—9, 3-26, 327, 3-31
Calendar year, 2-8
Campus-based awards. See also Federal
Supplemental Educational Opportunity
Grants; Federal Work-Study program;
Perkins loans
administrative cost allowance, 6—29
allocation of funds, 6—7, 6-10
applying to participate, 2—13, 6—6
Call Center, 620, 6-118, 6-130
certifications required, 6-30
corrections on applications for, AVG—-95
Drug-Free Workplace requirements, 2—36
eligibility, 1-75
enrollment status and, 1-11
general principles, 3—113
independent students and, 3-113
overawards, 3—129, 58, 521
ownership change and, 2-57
packaging rules, 3-120
part-time students and, 3113
program participation agreements, 6—5
reallocation of, 68
recordkeeping requirements, 6—21
satisfactory academic progress and, 1-10
special sessions, 3—113
summer school, 3—113
transfer of funds, 6—10
uneven costs/unequal distributions, 3—113
unpaid commitments, 2—170
unused funds, 69
Campus security, 2-88
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Campus Security Act. See Clery Act
Campus status changes, 2—66. See also Branch
campuses
Canadian-born Native Americans, 1-25
Cancellation of loans
by borrower, 4-25
notification of, 4-24
Perkins loans, 6—96
Carl D. Perkins Vocational and Applied
Technology Education Act, 2-100
Carry forward/carry back funds, 6—12
Case management, 2—-164
Case studies
Academic Competitiveness Grants, 3—70,
3-135
National Science and Mathematics Access to
Retain Talent Grants, 3—70, 3—135
rate of progression, 3—135
for return of aid and withdrawals, 5—-127
Cash
excess, 4-19, 4-67
pushed, 4-19, 4-62
Cash basis of accounting, 2-9, 2-158
Cash monitoring payment method, #-62
Cash support, on FAFSA, AVG-16
CBP. See U.S. Customs and Border Protection
CCRAA. See College Cost Reduction and Access
Act
CDRs. See Cohort default rates
CELSA test, 1-8
Central Processing System, 1-1, 1-17, 1-42,

1-51, 1-59, 1-65, 524, AVG-3, AVG-5,

AVG-98
Certificate of Citizenship, 1-19, 1-37
Certificate of Naturalization, I-19, 1-38
Certificate programs
Stafford loan limits, 3-97
Certification. See also Teacher certification
programs
contractors, 2—137
electronic certification for FWS, 6-24
employees, 2—-137
extension of, 2-51
of institutional eligibility, 2—1

lower tier organizations, 2—136
Program Participation Agreement, 223
provisional, 2-16, 2—147
recertification, 2-51
required certifications, 6-30
of Stafford loans, 4-15
Certification of Birth Abroad, 1-37
Certification of Report of Birth, 1-20
Certified public accountants, 2-152, 2-170
CFL. See Current Funding Level
Changes and clarifications, 4—1
Chapter 13 bankruptcy, 6—82
Charges. See Cost of attendance; Fees
Checks and balances system, 2—124
Child services agencies, loan cancellation and,
6-103
Child support
FAFSA and, AVG-16, AVG-18
verification of, AVG—84, AVG—85
Children
dependency status, AVG—23, AVG—26
with disabilities, 6—107
high-risk, 6-107
household size calculation and, AVG—28
CIPs. See Classification of Instructional Programs
Circular A-133, 2-154, 2157, 2-158
Citizens of the Freely Associated States. See Freely
Associated States
Citizenship
automated secondary confirmation, 1-22
Citizens of the Freely Associated States, 1-17,
1-22,1-35
definition, 1-18
DHS records match, 1-21
documentation, I-18, 1-23, 1-37
documenting immigration status in later award
years, I-35
eligible categories, 1-17
eligible noncitizens, 1-20, 1-38
FAFSA and, AVG—-10
green cards, 1-23, 1-40
ineligible statuses, 1—26
later award years and confirmation of, I-35
paper secondary confirmation, 1-23
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permanent residents, 1-17, 1-20, 1-23, 1-38
replacing lost DHS documents, 1-36
secondary confirmation, I-22, 1-34
Selective Service registration and, 1-58
SSA records match, I-18
student rights, 1-33
updating status for citizens born abroad, 1-20
U.S. citizens, 1-17, 1-18
U.S. nationals, 1-17, I-18
verification exclusion for immigrants, AVG—77
Civil Rights Act of 1964, 2-21
Civil rights requirements, 1-21
Classification of Instructional Programs, 1-66
Clery Act, 2-73, 2-88
Clinic revenues, 2-10
Clock-hour/credit-hour conversions, 2—49, 3—14
Clock-hour programs
academic year in, 3—2
accounting of clock hours, 3—62
Borrower-Based Academic Year, 3-79, 3-83,
3-87, 3-94
disbursements, 445, 4-46
grade-level progression, 3-97
leaves of absence and completion of
coursework, 5—31
nonterm examples, 3—130
payment periods, 3—6, 3—7
Pell Grant formula for, 3—-36
reentry and, 5—48, 5-52
“successfully completes,” 3—7
two payment periods per academic year, 3—7
using portion of a clock hour, 5-82
weeks of instructional time and, 3-7, 3-8
withdrawals, 5-82, 5—122, 5-151
Closely-held corporations
ownership change, 2-53
Closeout procedures, 2—170
Closure of schools
branches, 2—64, 2—108, 2-170
effects of, 2-64
notification of, 2-60
Perkins loans and, 6-81, 6-126
program integrity and, 2—169
retention of records and, 2—-109

COA. See Cost of attendance
COD. See Common Origination and Disbursement
Codes
Classification of Instructional Programs, I-66
enrollment status codes, 2131
NSLDS loan status, 1-49
Selective Service status information, 1-59
verification status, AVG—90
Cohort Default Rate Guide, 2—134, 2—135
Cohort default rates, 2—-13%, 2-162, 447, 6-5,
6-131
Collections. See also Defaults
account protection, 6—125
alternatives to litigation, 6121
assignment of loans to, 6—128
ceasing collection activity, 6-120
collection firms, 6—125
contact information, 5-107
costs, 6123
costs of, 6—123
discharge and, 6-78
efforts to collect, 6—119
firms for, 6—125
litigation, 6—121
overpayment referrals, 5-101, 5—107, 5-125
Perkins loans, 6-111, 6-118
recalls of referrals, 5112
College Cost Reduction and Access Act, 1-2,
1-81, 3-25, 6-90
College savings plans, FAFSA and, AVG—20
College Scholarship Fraud Prevention Act, 2—-89
Combat pay, AVG—16
Common-law marriages, FAFSA and, AVG—29
Common Origination and Disbursement, 1-52,
2-119,4-19,4-73, 56, 511, 5-104. See
also Disbursements
Community service
definition, 6-35
establishing jobs in, 6-38
Federal Work-Study program and, 6—19, 6—34
list of agencies, institutions, and activities
included, 6—36
need assessment for, 6—58
Completion rates
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calculation of, 2-45
disclosure of, 2—72
Compliance audits, 2—151, 2-154, 2-156
Composite scores, 2—141, 2—142
Concurrent terms, 3-5
Conditional acceptance, 1-3
Conditional entrants, 1-21, I-29, 1-40
Conditional gifts or contracts, 2—40
Conditional residents, 1-21, 1-29, 1-40
Confirmation of citizenship
automated secondary confirmation, 1-22
paper secondary confirmation, 1-23
Confirmation process, for Master Promissory
Notes, 4-9
Conflicting information
eligibility and, 1-14
FAFSA and, AVG-100
identifying and resolving, 2—-122
resolution of, AVG—102
sources of, 2—123
Consecutive terms, 3—5
Conservation corps programs, 6—36
Consolidated statements, for audits, 2—-157
Consolidation loans, 2-83, 3-105, 3—106, 5-16,
6-121
Consortium agreements, 3—26
definition, 2-93
domestic exchange programs, 2-96
elements of, 2—94
study abroad programs, 2-96
Consortium programs, 3—23
Consular Report of Birth Abroad, 1-19, 1-20
Consumer information. See also Disclosures
about the school, 2—70
assessing the school’s compliance, 2-69
for borrowers, 4-9
campus security, 2—-88
civil penalties for failure to comply, 2-70
completion rates, 2—72
definition, 2-70
from the Department of Education, 271
drug and alcohol abuse prevention, 2-85
equity in athletics, 2—-76
financial aid, 2-70

graduation rates, 2—72

loan counseling, 2—78

misrepresentation, 2—86

overview, 2—69

requirements, 2—70

return of aid, 5-25

school disclosure requirements, 2—-90

verification requirements, 2—71

withdrawals, 5—25, 567
Continuing education, 1-3
Contractors, certifying, 2137
Contracts

conditional, 240

distance education providers, 2—100

restricted, 2—40

third-party housing, 5-95

third-party servicers, 2—25
Contractual agreements

definition, 2-93

domestic exchange programs, 2-96

limitations on, 2-95

study abroad programs, 2-96
Control of the institution

institutional eligibility, 2—71

notification of transfer of ownership and

control, 2—54
Cooperative education programs

cost of attendance, 323

enrollment status and, 1-11, 3-26

nonattendance periods and, 6-33

Pell Grants and, 326
Coordinating officials, 2-122
Corporations

ownership changes, 2-53
Corrections officers, loan cancellation and, 6—104
Corrective actions, 2—166
Correspondence course students

calculating the percentage of, 2-101

cost of attendance, 319

institutional eligibility and, 2-8

loan counseling, 2-79, 6-112

Pell Grants to, 3-38, 3—50
Correspondence courses. See also Distance

education
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calculating the percentage of, 2-101
disbursements and, 4-49
eligibility and, 1-15
enrollment status and, 1-12, 3-28
HERA changes, 2—-99
institutional eligibility and, 2—7, 2-8, 2-11
maximum percentage of, 2-65
Cost of attendance
allowable costs, 3—17
changes in, 3-47
co-op programs, 3—23
consortium programs, 3—23
correspondence students, 3—19
disabled students, 3—18
exceptional expenses, 3—18
exceptions to normal cost allowances, 3—19
factors in calculation of, 3—18
Federal Work-Study programs and, 1-76
incarcerated students, 1-72
less than half time components, 3-18, 3—19
for other than 9-month periods, 3-21
Pell Grants and, 3-21, 347, 3—50
prorating, 3—19
reduced origination fees, 3—18
returns and, 5—26, 5—32, 548
summer terms, 3—39
waived or paid by other sources, 3—20
Counseling, loan, 2-78, 2-124
Coursework
completion requirements, 446, 4-53
leaves of absence and completion of, 5—30
non-credit, 1-4
preparatory, 1—4, 1-73
remedial, -3, 1-12, 3-27, 3-97
repeated, 2—-127
retaking, 3—42, 4-54
teacher certification, 1-5, 1-73
Court orders, 2114
Coverdell education savings accounts. See
Education savings accounts
Covered employees, 2-31
CPAs. See Certified public accountants
CPS. See Central Processing System
Credit balances

under $1, 4-30
14-day deadline for refunds of, 5-39
holding, 4-38
paying, 4-30
Return calculation, 5-39, 541
timeframe for paying, 4-33
unclaimed, 540
withdrawals and, 5—38
Credit bureaus
credit hour reporting, 445
national credit bureau list, 6-119
Perkins loan default reporting, 6-118
Credit history
adverse, I-74, 414
PLUS loans and, I-74
Credit-hour/ clock-hour conversions, 3—14
Credit-hour programs
academic year in, 3—2
accounting of credit hours, 3-62
Borrower-Based Academic Year, 3—79, 3-94
grade-level progression, 3-97
leaves of absence and completion of
coursework, 5—31
longer than an academic year, 3-8, 3—10
nonstandard terms, 3—7
nonterm, 3—36, 3—83, 3-97
of one academic year or less, 3-8, 3—e10
Pell Grants and, 3-27, 3—-36, 3—53
reentry and, 5—48, 5-52
Scheduled Academic Year, 3—79
term-based, 3—7
withdrawals, 5-78, 5-119, 5-136
Credit hours
clock hour/credit hour conversions, 2—49
Credits, academic
enrollment status and, 1-11
Federal Work-Study program and, 6-33
FSA-approved compared with state-approved,
2-50
for incentive compensation, 2—31
nonstandard terms and, 3-4, 36
state-approved compared with FSA-approved,
2-50

Crime records, 2-115
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Crime report distribution, 2-88
Crime statistics
in annual security report, 2-88
categories, 2—88
daily log, 2—88
disclosure of, 2-88
Criminal activities. See also Incarcerated students
institutional eligibility and, 2-12
Criminal penalties, for FSA abuses, 2-166
Crossover periods, 3-38, 3—75, 3—-114, 3—125,
4-52
CSFPA. See College Scholarship Fraud Prevention
Act
Cuban entrants, 1-21, 1-24, 1-25, 1-29
Current Funding Level, 4-19, 4-61

D

Data release number, AVG—6, AVG—7
Deadlines
FAFSA, AVG-7
Dear Partner/Colleague Letters, 1-1, 1-2, 2-120,
3-59, 6-7, 618, 664
Death
master death file, 1-54
Perkins loan discharge and, 6—80
student, 5—76, 5-93, 5-94, 6—80
verification and, AVG—78
withdrawal issues, 576, 5-93, 5-94
Death Pension benefits, 3—126
Debarment, 2—136
Debit cards, disbursements and, 4-36
Debt payments, schools not current in, 2—145
Default management plans, 2-18, 2-79
Default Prevention and Management, contact
information, 2-135
Default Reduction Assistance Program, 6-130
Defaults. See also Cohort default rates; Collections
consequences of, 2-84
consolidating defaulted loans, 6-121
Default Reduction Assistance Program, 6-130
deferment and, 6-95
disbursements in schools with low default rates,

447

entrance counseling, 2-80
information about delinquent/defaulted
borrowers, 2—132
loan rehabilitation, 1-41, 6-127
management plan, 2—-134
management plan after ownership change, 2-52
Perkins loans and, 1-75, 6—118, 6—126
prevention of, 2—134
program review, 2—134, 2-162
resolution of, 1-41, 1-47
sample plan, 2—135
240/270-day delinquency, 6-132
website for default rates, 2—134
Defense loans, 6-61, 6-72, 6-74, 6—90
Defense of Marriage Act, AVG—10
Deferment
concurrent, 6—91
default and, 6-95
disability and, 6-88, 6—93
grace periods, 5-33, 548
graduate fellowships and, 6-87, 6-88
in-school enrollment status and, 6-87, 6-95
internship/residency and, 6-94
military service and, 6—90
parenting, 6-92
Perkins loans, 6—86
rehabilitation training, 6-88
seeking full-time employment and, 6-88
Degree audits, 3—64
Dentistry programs, 1-71, 1-75
Department of Defense. See also Armed services
hostile fire/imminent danger pay areas list,
6-104
Department of Education
application change approval, 2—61
applying for participation in FSA programs,
2-13
consumer information, 2—71
Integrated Partner Management, 2—17
mailing address, 2—17, 2-58, 2-63, 2-78, 2145,
5-105
notification of overpayments, 5-106
notification of program participation end,
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Office of Inspector General referrals, 2—-124
phone number, 1-55
program addition approval requirements, 2-65
program integrity role, 2-151
Selective Service registration submission and,
1-57
skip-tracing program, 6—118
website, 2-89
Department of Health and Human Services
health record privacy, 2-115
website, 2-115
Department of Homeland Security
A-numbers on the FAFSA, 1-21, 1-23
automated secondary citizenship confirmation,
1-22
paper secondary citizenship confirmation, 1-23
precedence over SSA, 1-21
records matches, 1-17, I-21
replacing lost citizenship documents, 1-36
Department of Labor
recognized occupations, 2—44
website, 2—44
Department of State
machine readable immigrant visas, 1-24, 1-39
passport services, 1-20
Dependency and Indemnity Compensation, 3—126
Dependency status. See also Independent students
eligibility certification, 415
expected family contribution and, 3—123, 3—-124
FAFSA and, AVG—-17, AVG—22, AVG—97
LEAP program, 1-78
overrides, AVG—24
PLUS loans and, 3—90, 3-123
Stafford loans and, 3—90
Dependent care, 318
DHHS. See Department of Health and Human
Services
DHS. See Department of Homeland Security
DIC. See Dependency and Indemnity
Compensation
Diplomas, secondary school, 1-5, 2-5, 211
Direct Assessment programs
eligibility, 2—46
payment periods, 3—16

Direct Loan Program
applying to participate, 2—13
assignment of loans, 6—128
borrower information, 2—78, 2—79, 2—132
closed school discharge, 681
cohort default rate, 2-134
crediting funds to student’s current charges,
4-29
death of a student and, 5-93
default rates, 2134
disbursement timing, 2—15, 5—12
disbursements, 457
disbursements within a single term/payment
period, 4—42
downward adjustment of, 4-73
fees, 319
grace period, 672
information about students who have defaulted
on loans, 2—132
interest-bearing accounts and, 466
interest rates, 674
investment accounts and, 466
late disbursements, 4-57
loan counseling, 2—78
loan repayment deferment, 6—86
loss of eligibility, 2171
Master Promissory Notes and, 4-5, 4-7
online counseling, 2-78
ownership change and, 2-57
PPA requirements, 2—23
reentry and, 548
repayment, 6—79
return of aid and, 5-105
second or subsequent disbursements, 5—63
simultaneous FFEL and DL participation, 380,
3-123
verification and, AVG—89
withdrawal from, 2-171
Direct Loan Servicing Center, 279, 2132
Disability
deferment and, 6-88, 6—93
defined, 1-47
definitions, 6—107
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Discharge Loan Servicing Center phone
number and email address, 6-81
discharge of loans and, 1-46, 6—80
loans discharge, 1-47

Perkins loans discharge and, 6—80

Disabled students

ATB tests and, 1-8

cost of attendance and, 3—18
Federal Work-Study program students and, 6-35

Disbursements. See also Overawards;

Overpayments
Academic Competitiveness Grants, 4—44, 445,
4-56, 4-57
attendance and, 4-54
authorizations required, 4-25, 5—86
borrower notification by email, 423
cancellation periods, #-24
changes and clarifications, -2
for completed periods, #-50
contacting students and, 4-59
correspondence courses, 449
cost-free requirement, 433
coursework completion requirements, 4-53
credit balances, #-32, 4-38
credit to student’s account, 4-29, 4-57
credits aren’t awarded as work 1s completed and,
447
crossover periods, 3—38, 375, 3—-114, 3—125,
4-52
current charges, 429
date of, 4-31
death of a student and, 5-94
debit cards, 4-36
delayed, 444, 5-87
direct to student, 4-30
early, 444
by EFT, 4-20
electronic processes, 427
eligibility checking, 4—40
excess cash, 4-19
excused absences and, 4-54
Federal Supplemental Education Opportunity
Grants, 3115
FSEOG and, 4—49, 4-50

FWS wages, 4-52

grants, 5—86

Grants Administration and Payment System
and, 4-19

guarantor approval and, 420

holding funds, 4-52

interim, 4—40, 5-10, AVG—-87

late, #-56, 5-59, 5-85

leaves of absence and, 440, 5-28
liability for incorrect payments, 4—40
methods of, 429

modular programs, 4-50, 4-53

multiple, 441, 446

National Science and Mathematics Access to
Retain Talent Grants, 444, 4-45, 4-56, 4-57
notification of, 4-23

pass-through charges, 4-34

payment periods, 3—11, 442

payment periods and, 5—-83

Pell Grants, 3-33, 442, 444, 4-55, 4-56
Perkins loans, 4-45, 4-50, 6—129

PLUS loans, 442, 444, 446, 4-56
post-withdrawal, 4-56, 4-57, 4-58, 5-61, 5-85,
5-96

power of attorney, 4-39

prior-year charge payments, 429, 5-90
prompt disbursement rules, 4-51

recent changes, 441

records of, 451

reentering students, 4-55

reporting reductions to awards, 5-105
retaking coursework and, 4-54
retroactive, 4—50

return of aid and, 5—59

satisfactory academic progress and, 4-30
scheduling of, 4-19

schools with low default rates, 447
self-assessment tool for, 4-25, 4-30
self-paced programs, 4—45

Stafford loans, 444, 446, 4-56
stored-value cards, 4-36, 4-38

students enrolled half time, 443

students on leave of absence, 440
terminology, 4—23
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third-party servicers, 4—37

three-day rule, 4-19, 4-68, 5-12

timing of, 215, 4-19, 441, 444, 449
unclaimed funds, 4-70

uneven costs and, 4-50

verification and, 4-40, AVG—87, AVG—88
withdrawals and, 4-56, 4-57, 4-58, 561
Discharging Perkins loans, 6—80, 6-126

Disclosures. See also Consumer information;

Records and recordkeeping
completion rates, 2—72
court orders, 2—-114
crime statistics, 2-88
documenting, 2115
education records, 2—112
ex parte orders, 2—-113, 2—114
FERPA, 269, 2-112
to government agencies, 2—114
graduation rates, 2—72, 2-76
health risks, 2-85
lobbying, 2—-36
misrepresentation in, 2-87
90/10 rule, 2-154, 2-158
nondisclosure agreements in judicial
proceedings, 2115
redisclosure to other parties, 2-115
repayment information, 6113
to school officials, 2—113
school requirements, 2—90
subpoenas, 2-113, 2—-114
terrorism crime investigation, 2—-113, 2—114
transfer-out rates, 2—72
violent crimes and, 2-115
waivers for, 271, 2-74
written consent for, 2-113
Distance education. See also Correspondence
courses; Telecommunications courses
accreditation for, 2-98
contracts with providers for, 2—100
exceptions, 2—-100
HERA changes, 2-98
types of, 2-97
Distribution of Judgment Funds Act, AVG—17,
AVG-19

District of Columbia, 2-3
Divorce, FAFSA and, AVG—29, AVG—30
DL Program. See Direct Loan Program
Documentation. See also Records and
recordkeeping; specific documents
assignment of loans to Collections, 6—128
of attendance, 567, 5-73
branch campus approval, 2-66
citizenship, I-18, 1-23, 1-37
collection costs, 6—124
disclosure of information, 2-115
E-App, 2-15
of exceptional expenses, 3—18
for forbearance, 6-85
mailing address for supporting documents, 2-58,
2-63
replacing lost citizenship documents, 1-36
satisfactory academic progress, 2—107
verification requirements, AVG—79, AVG—88
of withdrawal, 5-67
Documents, copies of signed documents, AVG—31
DOL. See Department of Labor
DOMA. See Defense of Marriage Act
Domestic exchange programs, 2-96
Domestic Volunteer Service Act, 6-106
DRAP. See Default Reduction Assistance Program
DRN. See Data release number
Drug abuse prevention programs
development of, 2—36
effectiveness measurement, 2-36
materials for, 2-85
Drug convictions, I-12, AVG—11
Drug-Free Schools and Communities Act, 2-36
Drug-Free Workplace Act, 2—36
Drug rehabilitation program standards, 1-13

E

E-App. See Electronic Application for Approval
to Participate in the Federal Student Aid
Programs

E-Sign Act. See Electronic Signature in Global and
National Commerce Act

EADA. See Equity in Athletics Disclosure Act
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Early exit cadets, AVG—24
Early intervention services
definition, 6-107
loan cancellation and, 6-103
qualified professional providers, 6-107, 6108
Earned income tax credit, AVG—13, AVG—37,
AVG-84, AVG-87
Earnings
Federal Work-Study awards and, 3—117, 3—-121,
6-33
Federal Work-Study program and, 6—31
need-based, 3—123
non-need-based, 3—123
eCampus-Based System, 2-120, 6-1, 6-8
ECAR. See Eligibility and Certification Approval
Report
eCB. See eCampus-Based System
ECOA. See Equal Credit Opportunity Act
Economic hardship. See Hardship reductions/
deferments
EDExpress, 2-110, 2-119, 3-119, 3-121, AVG—4
Education savings accounts, AVG—20
EFA. See Estimated financial assistance
EFC. See Expected family contribution
EFT. See Electronic Funds Transfer; Electronic
funds transfer
EIC. See Earned income tax credit
Elected officials, Federal Work-Study program and,
6—42
Electronic Application for Approval to Participate
in the Federal Student Aid Programs
administrative capability, 2—119
application change approval, 2-61
applying as an eligible nonparticipating school,
2-15
applying for initial certification, 2—14
changes in ownership and, 2-14
direct assessment program approval, 2—47
eligibility during review period and after
approval, 2-15
foreign gift reporting, 2—39
notification of accreditation changes, 2-68
notification of changes to, 2—7
outcomes of the review process, 2-16

overview, 2—13
reapproval/recertification and, 2—14
reinstatement after termination or preemptive
withdrawal from FSA programs, 2-15
reinstatement after voluntary withdrawal from
F'SA programs, 2—-14
reporting substantial changes, 2-60
submission date for, 2—-14
supporting documents for, 2—14, 2-15
third-party servicer contracts, 2—27
two-year rule and, 2—14
uses for, 2—14
website, 2—14
Electronic certification, for Federal Work-Study
program, 624
Electronic filing
FAFSA, AVG—4
tax returns, AVG—82
Electronic Funds Transfer
disbursement by, 4-30, 4-34
requesting EFT" or master check from a lender,
4-20
returning funds, 2-141
Electronic promissory notes, 6-65
Electronic records, safeguarding, 2-110, 2-116
Electronic Signature in Global and National
Commerce Act, 428, AVG—84
Electronic submission requirements
administrative capability, 2—119
application updates, 2-52, 2-60
cohort default rates, 2134
substantive changes, 260
voluntary consent, 428
voluntary consent requirement, 4—28
Elementary schools
enrollment, 1-5
FWS tutors in, 6-35, 6-39, 6-45
private schools, loan cancellation for teachers,
6-101
Eligibility, institutional. See Institutional eligibility
Eligibility, program. See Program eligibility
Eligibility, student. See Student eligibility
Eligibility and Certification Approval Report,
2-43,2-51, 2-63, 2-64, 265
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Eligible lender trustee requirements, 2—29
Email
authorizations by, 4-10
disbursement notification by, 4-23
E-Sign Act and, 4-28
requesting administrative relief by, 5-51
Emergency actions, 2—167
Employee Stock Ownership Plan
ownership change, 2-54
Employees
certifying, 2—137
covered, 231
debarment and suspension of, 2—136
fidelity bond coverage, 2—149
incentive compensation, 2-27, 2-30
managerial and supervisory, 2—-32

half-time, 1-11

minisessions, 3—40

non-credit courses, 1—12
part-time, 1-80

Pell Grants and, 1-11, 3-26, 3-27, 3-45, 4-46
PLUS loans and, 1-11, 3-78
postponing or interrupting, 1-80
pre-enrollment activities, 2—-32
remedial courses, 1-12, 3-27
reporting requirements, 2—I131
returns based on, 545
secondary schools, 1-5

SMART grants and, 1-11
Stafford loans and, 1-11, 3-78
status codes, 2-131

withdrawals and, 2-135

Employment. See also Federal Work-Study program  Entrance loan counseling, 2—78

employability of graduates, 2-80, 2-86, 2-87
Employment Authorization Card, 1-27
Employment conditions and limitations, Federal

Work-Study program and, 6—31
Employment expense allowance, EFC and, AVG—
38, AVG—42, AVG—45
Endorsers, collections and, 6-117
English as a Second Language

ability-to-benefit test and, 1-7, 1-8

Academic Competitiveness Grants and, 1-65

program eligibility, 2—46

remedial coursework limit, 1-4, 2-46

satisfactory academic progress and, 246
eNotes. See Electronic promissory notes
Enrolled, definition of, 2-135
Enrollment

Academic Competitiveness Grants and, 1-11

Byrd scholarships and, 1-80

campus-based awards and, 1-11

cooperative education programs and, I—11

correspondence courses, 1—12

cost of attendance and, 3—17

counting all periods of, 2-127

deferment and in-school enrollment status,

6-87,6-95

Federal Work-Study program and, 6-33

full-time, I-11

Equal Credit Opportunity Act, 3—117
Equipment, return of, 5-37
Equity in Athletics Disclosure Act, 2-73, 2-74,
2-76
Equivalent degrees, 2-50
Errors
FAFSA error correction, AVG—95
ESAs. See Education savings accounts
Escheating, prohibition on, 4-70
ESL. See English as a Second Language
ESL Placement test, 1-8
ESOP. See Employee Stock Ownership Plan
Estimated financial assistance, 3—120, 3—-126
Ex parte court orders, 2-113, 2114
Exceptional expenses
documentation of, 318
Excess cash, 4-19, 4-67
Exchange programs, domestic, 2-96
Excluded transactions, 2-53
Excused absences, 4-54
Exemptions, Selective Service, 1-57
Exit interviews, Perkins loans, 6—111
Exit loan counseling, 2-78, 2-79, 2—-82, 2132
Expected family contribution. See also Income;
specific aid programs
adjusted gross income and, AVG—35, AVG—37
aid packaging and, 3—123, 3-124




Federal Student Aid Handbook, 2008-2009

alternate, AVG—-36, AVG—41, AVG—43, AVG—
46
asset protection allowance, AVG—654, AVG—73¢
assets and, AVG—36, AVG—38, AVG—40, AVG—
42, AVG—45
automatic zero, AVG—36, AVG—37
education savings, AVG—57¢
employment expense allowance, AVG—38,
AVG—42, AVG—45
error corrections, AVG—95
Federal Supplemental Education Opportunity
Grants and, I-76
formula A, AVG-37, AVG—47
formula B, AVG—41, AVG-59
formula C, AVG—43, AVG—67
general information, AVG—35
income protection allowance, AVG—38, AVG—
40, AVG—14, AVGG—56t, AVG—T72¢
Leveraging Educational Assistance Partnership
Program and, 1-77
miscalculation of, 5-10
official, 5-60
overawards and, 5—6
Pell Grant recalculations and, 345
PLUS loans, 1-73
professional judgment changes, AVG—-99
simplified formula, AVG—-35
Social Security tax allowances, AVG—38, AVG—
40, AVG—42, AVG—44, AVG—561, AVG—644,
AVG—-72¢
state tax allowances, AVG—38, AVG—40, AVG—
42, AVG—44, AVG-55t, AVG—58t, AVG—63t,
AVG-T71¢
worksheets, AVG—37, AVG—41, AVG—47,
AVG-59, AVG—67

Expenses. See Cost of Attendance

Experimental Sites Initiative, 2—172

Extensible Markup Language, 2-119

eZ-Audit, 2-58, 2-140, 2-160, 2-161

F

FAA Access, 2-120, AVG—98, AVG—99
FADLSs. See Final Audit Determination Letters
FAFSA. See Free Application for Federal Student
Aid
FAFSA on the Web, AVG—3, AVG—98, AVG—99
Failing grades, 5—71
Fair Labor Standards Act, 6-32
Family, definition of, 2-53, 2—124
Family Educational Rights and Privacy Act. See also
Privacy Act
resources for developing, 2112
sample notice, 2-69
student information privacy, 2-21, 2—-112
website, 2-69
Family literacy projects, 6-14, 6-26, 6-31, 6-34,
6-39
Family services agencies, loan cancellation and,
6-103
Family Unity Program, 1-21, 1-26
Family unity status
citizenship eligibility and, 1-21
FAPs. See Financial aid professionals
Farms
FAFSA and, AVG—-19
net worth, AVG—56¢, AVG—64¢, AVG—72¢
Federal Audit Clearinghouse, 2-158
Federal Aviation Administration, flight school
programs, 2—48
Federal Direct Loan Program. See Direct Loan
Program
Federal Family Education Loan Program
applying to participate, 2—13
consolidation loans, 3—105
death of a student and, 5-93
default rates, 2134
disbursement scheduling, 4-19, 5-12
disbursement timing, 2—15
disbursements, 4-57
disbursements within a single term/payment
period, 4—42
eligible lender trustees, 2-29
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estimating subsidized and unsubsidized FFEL
amounts, 3—107

fees, 319

foreign school eligibility, 2—12

guaranty agency reviews, 2—165

HERA requirements, 2—28

holding funds, 4-69

information about students who have defaulted
on loans, 2—132

late disbursements and, 4-57
lender/guarantor approval, 4-20

loan counseling, 2—78

loan process, 4—6

loss of eligibility, 2171

Master Promissory Notes and, 4-6, 47
overawards, 5—6

overpayments, 5—11

ownership change and, 2-57

prohibited inducements, 2—34

reentry and, 548

reimbursement or cash monitoring payment
method limitations, 464

returning funds, 4-69

second or subsequent disbursements, 5—63

simultaneous FFEL and DL participation, 3-80,

3-123
three-day rule, 4-19
unallocated amounts, 3—105
unpaid commitments, 2-171
verification and, AVG—89
withdrawal from, 2-171

Federal Perkins loans. See Perkins loans

Federal share limitation, 6—13, 6-50

Federal Student Aid. See also specific aid programs
accounting for funds, 4-65
applying for participation in programs, 2—I13
assessments, 2—172
criminal activities involving FSA funds, 212
drawing down funds, 4-61
excess cash, 467
garnishment of funds prohibition, 4-71
incarceration and eligibility for, 1-13
institutional eligibility, 2—71
maintaining funds, 465

number of students enrolled in college and,
AVG—28, AVG-30, AVG—-80, AVG—389, AVG—
97

Ombudsman’s office, 6-112

program assessment module, 243, 2-51,
2-119, 524

program funds for institutional charges, 29
prohibition on escheating, 4-70

publications, 2—71

recovery of unclaimed funds, 4-70
requesting and managing funds, 4-3, 4-61
Research and Publications, 1-2

Return of Funds policy, 2-56

returning funds, 4-65, 4-72

segregating from other funds, 4-65

separate accounts for funds, 4-65, 5-20, 5-97
study abroad eligibility, 2-96

websites, 1-1, 271

Federal Student Aid Information Center, 1-65
Federal Supplemental Educational Opportunity

Grants. See also Campus-based awards
administrative cost allowance and, 6—29
applying to participate, 2—13
awarding, 3—114
carry forward/carry back funds, 6—12
categories of students, 3—115
crossover payment period, 3—114
disbursements, 3—115, 4-49, 4-50, 5—12
eligibility, 1-75, 1-76
federal share, 6-16
Freely Associated States citizens and, 1-35
interest-bearing or investment accounts and,
4-66
maximum award, 3—114
nonfederal share, 6—17
overpayments, 5—10
program description, 6-1
recordkeeping, 6-26
return of aid, 547, 5-105
selecting recipients, 3—113, 3—-114
transfer of funds and, 6—11
undergraduate student definition, 1-77
unused funds, 69
verification and, AVG—-87




Federal Student Aid Handbook, 2008-2009

withdrawals and, 5—143 nonprofit agencies and, 6—%1
Federal Trade Commission off-campus agreements, 6—43, 6—54
financial aid/scholarship fraud prevention, 2-89 off-campus work, 6—41
information security programs, 2-116 overawards, 5>—8
standards for safeguarding customer overpayments, 521
information, 2-117 payroll records, 624
Federal Work-Study program. See also Campus- payroll vouchers, 6—24
based awards political activity and, 6—42
academic credit and, 6-33 private for-profit businesses and, 6-36, 643
administrative cost allowance and, 6—29 Program Participation Agreements and, 66,
allocated funds uses, 6-19, 6-50 649
applying to participate, 2—13 programs description, 6—1
assignment of jobs, 631 proprietary schools and, 6—39
awarding, 3117 recordkeeping, 2-106, 6—23
calculating maximum gross earnings, 3—117 religious work and, 6-32
on campus, 6—39 return of aid and, 5-95
carry forward/carry back funds, 6—12 school responsibilities, 644
community service, 6—19, 6-34, 6—58 selection criteria, 3—113
crossover periods, 452 student services, 6—40
disbursement of wages, 4-39, 4-52 students as staff in the JLD Program office, 6-51
earnings for the next period of enrollment, study abroad and, 634
3-117, 6-33 teacher certification and, 1-5, 1-75
electronic certification for, 624 transfer of funds, 6—10
eligibility, 1-76 tutors, 629, 6—34, 6-39, 6—15
employment conditions and limitations, 6—31 unused funds, 6-9
federal share limitations, 6—13, 6-50 verification and, AVG—88
foreign country employment, 640 wages from federal agencies, 6-13
Freely Associated States citizens and, 1-35 work “in the public interest,” 6—41
garnishment of wages, 4—71 FEDWIRE, 4-73
government agencies and, 6—41 Fees
holding funds on behalf of students, 4-52 administrative, 5-95
interest-bearing or investment accounts and, certification, 3—18
4-66 loans, 3—19
job descriptions, 6—25 as noninstitutional charges, 5-34, 5-95
Job Location and Development Program, 613, origination, 3—18
649 recalculation of, 347
minimum wage and, 6—31 Fellowships, graduate
minisessions, 3—118, 6-34 deferment and, 6-87, 6-88
multi-institutional JLD programs, 6-52 FERPA. See Family Educational Rights and
net earnings in, 3—117, 3121 Privacy Act
non-attendance and, 3-118 FFEL program. See Federal Family Education
nonattendance and, 6—33 Loan Program
noncash contributions, 4-52 Fidelity bond coverage, for employees, 2—149
nonfederal share, 6—16 Final Audit Determination Letters, 473
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Final Program Review Determination Letters,
4-73
Financial aid. See also specific avd programs
consumer information requirements, 2—70
history of, 1-41, 2-132
Financial aid professionals, 2-71, 2-120
Financial need, substantial, 1-77, 61
Financial responsibility standards
affihation, 2—149
alternatives to general standards, 2—146
categories of, 2—139
composite scores, 2—142, 2-146
debt payments, 2—-145
letters of credit, 2—144, 2-146
overview, 2—139
past performance, 2—149
private nonprofit schools, 2—140
proprietary schools, 2—140
provisional certification, 2—147
public schools, 2—140
refund reserve, 2—141
return of funds, 2141, 2—144
Financial Services Act, 2-116
Financial statement disclosure
90/10 rule, 2-8
Financial statements
annual, 2—158
audits, 2—157
Fines, 2-167
FISAP. See Fiscal Operations Report and
Application to Participate
Fiscal Operations Report and Application to
Participate, 2-25, 2108, 6—6, 69, 6-12,
621, 6-26, 6-51
Fiscal records, 2—104
Fiscal year
calculation of, 2-8
not equal to award year, 2-152
tax returns and, AVG—13, AVG—-83
Flexible spending arrangements, AVG—17
Flight school programs, 2—48
FOIA. See Freedom of Information Act

Food stamps, loan repayment deferment and, 6-88

For-profit institutions
audits, 2—-151
federal share of FWS wages and, 6-13
ownership changes, 2-52
Forbearance, 5-33, 548, 6—85
Foreign gifts, reporting, 2—39
Foreign income
FAFSA and, AVG-16
verification of, AVG—83, AVG—87
Foreign schools. See also Study abroad programs
audit requirements, 2—-151
Byrd scholarships and, 1-78
correspondence courses, 2-98
direct assessment programs and, 2—48
E-App reporting, 2-62
Federal Work-Study program and, 640
Grad PLUS MPN at, 4-11
institutional eligibility, 2—12
medical schools, 2-62
PLUS MPN approval, 411
PPA requirements, 223
returning funds and, 5-12
School Participation Team, 2—18
telecommunications courses, 2-98
Foreign sources, definition, 2—39
Foreign students. See English as a Second Language
Foreign study. See Study abroad programs
Forms
G-845, 1-22, 1-27
tax forms filed by parents, AVG—-30, AVG—35
1040, AVG—12, AVG—-13, AVG—35, AVG—36
1040EZ, AVG—36
W-2, AVG—-15
Formulas
for E¥C, AVG-37
formula summaries for Pell Grants, 3-53
Pell Grant formula for clock-hour programs,
3-36
45-day extended eligibility period for repayment of
overpayments, 5—101, 5-108, 5-113
Foster parents, FAFSA and, AVG—26
FOTW. See FAFSA on the Web
14-day deadline for returns, 5-39
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FPRDLs. See Final Program Review Determination
Letters

Fraud
loan rehabilitation and, 1-41
referral of cases, AVG—102

Fraud prevention
scholarships, 2-86, 2—89

Free Application for Federal Student Aid
A-numbers on, 1-21, 1-23, 1-35
adding schools, AVG—98
address changes, AVG—98
application for FSA program funds, 2-19
application process, AVG—3
assets and, AVG—-19, AVG—36
cash support, AVG—16
changes for 20082009, AVG—1
child support and, AVG—-16, AVG—-18
citizenship status and, AVG—10
conflicting information, AVG—-100
data release number and, AVG—6, AVG—7
deadlines, AVG—7
dependency status and, AVG—22, AVG—97
description, AVG—3
discrepant tax data and, AVG—101
drug convictions and, AVG—11
education savings accounts and, AVG—20
electronic filing advantages, AVG—4
error correction, AVG—95
exception to filing requirement, AVG—3
family farms and, AVG—19
filling out, AVG-9
fraud case referrals, AVG—102
general student information, AVG—9
grade level on, AVG—11
graduate or professional student definition,
AVG-11
household size and, AVG—28, AVG—97
income on, AVG—12
incorrect reporting on, 5-10
investments and, AVG—19
marital status and, AVG—-10, AVG—-22, AVG—29
means-tested federal benefits, AVG—30, AVG—36
missing information, 1-53

mortgages and, AVG—20

number of students enrolled in college and,
AVG—28, AVG-30, AVG—-80, AVG—389, AVG—
97
online, AVG-3, AVG—4, AVG-7, AVG—34,
AVG-98
output documents, AVG—6
ownership of assets and, AVG—21
paper version, AVG—3, AVG—7
parents’ education and, AVG—11
parents’ information and, AVG—25
phone number, AVG—3
PIN number, AVG—4, AVG—6
pre-filled, AVG—5
processing of, AVG—5
professional judgment changes, AVG—99
qualified tuition programs, AVG—20
refusing or reducing a loan, AVG—99
rejection of, AVG—6
renewal of, AVG—5, AVG—34
rental properties and, AVG—19
residency on, AVG—10
resources for aid administrators, AVG—7
school information, AVG—31
signature requirements, AVG—-31
signing of, 1-53
simplified needs test, AVG—19
Social Security Numbers and, 1-51, AVG—10
Stafford loans and, 4-5
student information, AVG—9
submitting corrections and updates, AVG—97
summary of changes for application processing,
AVG-6
take-back mortgage reporting, AVG—20
tax data, AVG—12
tax return questions, AVG—81
trust funds, AVG—21
types of applications, AVG—-3
undergraduate student definition, AVG—11
updating, AVG-96
website, AVG—3, AVG—4, AVG—34, AVG-98
worksheets, AVG—3, AVG—13
wrong grade level on, 1-71
zero income, AVG—14
Freedom of Information Act, 1-36
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Freely Associated States
Byrd scholarships and, 1-79
citizenship and, 1-17, 1-22, 1-35
Selective Service registration and, 1-58
SSNs and, 1-55
FSA. See Federal Student Aid
FSEOGs. See Federal Supplemental Educational
Opportunity Grants
FTC. See Federal Trade Commission
Fuel assistance, AVG—17
Full-time students, 7-10
Full-time teaching, definition of, 6-100
Fundamentals of ‘Title IV Administration, 2—18
Funding Your Education Beyond High School, 2—70, 2—71
Funds, return of. Se¢e Return of aid

FWS. See Federal Work-Study program

G

G-845 form, 1-22, 1-27
GAAPs. See Generally Accepted Accounting
Principles
GAGAS. See Generally Accepted Governmental
Auditing Standards
Gaining Early Awareness and Readiness for
Undergraduate Programs
cash management requirements and, 4-65
GAO. See Government Accountability Office
GAPS. See Grants Administration and Payment
System
GAPS Users Guide, 2—156
Garnishment of FWS wages, 4-71
GEAR UP. See Gaining Early Awareness and
Readiness for Undergraduate Programs
GED. See General Educational Development
Gender
Selective Service registration and, 157
General Accountability Office, 2-58
General Educational Development. See also
Secondary schools
academic qualifications and, 1-6
institutional eligibility requirements, 2-5
preparatory program requirements, 2—41
remedial coursework limits and courses for, 1-4

secondary school enrollment status and, 1-5
Generally Accepted Accounting Principles, 2-58,
2-59, 2-140, 2-152, 2-157
Generally Accepted Governmental Auditing
Standards, 2-58, 2-59, 2-157
Gifts
conditional, 240
definition, 2—-39
foreign, 2-39
reporting, 2—39
restricted, 2—40
token, 2-32
GLB Act. See Gramm-Leach Bliley Act
Government Accountability Office, 2-156
Government agencies. See also specific agencies
disclosures to, 2114
Federal Work-Study program and, 6—41
Government Auditing Standards, 2-156
GPAs. See Grade point averages
Grace periods
calculating, 6-72
contact with borrower during, 6—114
deferment or forbearance of loan payment and,
5-33,5-48
definition, 671
initial grace period, 6—71
less-than-half-time students, 672
Perkins loans and, 6—71
post-deferment, 6-72
students who don’t return from leaves of
absence and, 6-73
Grade level
Academic Competitiveness Grants and, 3—68
FAFSA and, AVG—11
National Science and Mathematics Access to
Retain Talent Grants and, 3—68
remedial work and, 3-97
Stafford loan limits and, 3-96
transfers and, 3-97
Grade point averages
Academic Competitiveness Grants and, 1-64,
1-67
National Science and Mathematics Access to
Retain Talent Grants, 1-66, 1-67
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nontraditional grading systems and, 1-69
Grades
“C” average after two years requirement, 2—125
equivalencies, 1-68
failing, 5—71
grading policy testing, 5—71
incomplete, 1-67, 2-127
Graduate students/study
academic year and, 3—2
dependency status and, AVG—22
FAFSA definition, AVG—11
loan repayment deferment, 6-87, 6-88
misreporting of graduate status, AVG—96
MPNs and, 47, 4-11
payment periods, 3-8
PLUS loans and, 3-93, 3-122
Stafford loans and, 3-92, 3-98
teacher certification programs, 3—116
timeframe for completion, 2—-126
Graduation Rate Survey, 2-73, 275
Graduation rates
cohort, 2—72
for general student body, 2—72
for student athletes, 2—74
Gramm-Leach Bliley Act, 427
Grants
aid packaging and, 3—121
Bureau of Indian Affairs, 3—128
disbursal before loans, 5-86
grant aid information, 2—79
overpayments of, 1-46, 5-98, 5-100, 5-102
post-withdrawal disbursement of, 5-87
as taxable income, AVG—18
Grants Administration and Payment System
advance payment method and, 4-61
carry forward/carry back funds and, 612
current funding level and, 461
disbursement and, 4-19
drawing down funds and, 461
overpayments through, 5-10
Perkins loan fund transfers, 6-10
remitting interest, 4—66
returning of funds through, 4-72, 4-73, 5-104,
5-105

transferred FWS funds and, 6-11

Green cards, 1-23, 1-40

GRS. See Graduation Rate Survey

Guam, 2-3, AVG—36, AVG—78

Guaranty agencies
blanket agreements for guaranty approval, 420
defaulted loan information, 2—132
notification of sale, transfer, or assignment to
another holder of loans, 2-132
reviews conducted by, 2-165
transfers and, 5-53

H

Haitian entrants, 1-21, 1-24, 1-25, 1-29
Half-time students, 1-11, 1-77, 443
The Handbook for Campus Crime Reporting, 2—88
Hardship reductions/deferments, 6-72, 6-77,
6-79, 6-80, 6—85, 6-88, 6-92
HEA. See Higher Education Assistance Act
Head Start program, loan cancellation and, 6-104
Health Insurance Portability and Accountability
Act
health record privacy, 2-115
Health professions students
increased loan eligibility, 3—-110
Health record privacy, 2-115
Heating assistance, AVG—17
HERA. See Higher Education Reconciliation Act
of 2005
High-risk children, definition, 6-107
Higher Education Amendments of 1998, 2-153,
6-5, 6-11
Higher Education Assistance Act, 4-5, 51
overawards and, 5—5
Higher Education Reconciliation Act of 2005,
1-1, 1-12, 1-41, 1-48, 228, 2-39, 2-98,
2-166, 3-18, 3—-121, 547
amendments to, 2-153
HIPPA. See Health Insurance Portability and
Accountability Act
Home schools, 2-93, 2-94, 2-95, 2-96
Home study. See Correspondence courses
Homeschooling, I-6, 1-66, 2-5
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HOPE tax credit, 2-14, 2-15, AVG—-18
Host schools, 2-93, 2-94, 2-95, 2-96
Household size
dependent students and, AVG—28
FAFSA and, AVG—28, AVG—97
independent students and, AVG—30
verification and, AVG—80, AVG—89
Housing
account credits for, 431
reporting allowances as income, AVG—16
third-party, 2-113, 5-95
Human services corps programs, 6—37
Human trafficking, victims of, 1-21, 1-24

I

1-151 forms, 1-35
1-551 forms, I-25, 1-33, 1-35
IB program. See International Baccalaureate
Diploma Program
IFAP. See Information for Financial Aid Professionals
Immigrants, application verification and, AVG—77
Immigration and Customs Enforcement, 2—114
Immigration and Naturalization Act, 1-24
Immigration Reform and Control Act of 1986,
1-26

In-kind income, AVG—18
In-school deferments, 6-87, 6-95
INA. See Immigration and Naturalization Act
Inadvertent overborrowing, 5—16, 5-62
Incarcerated students

application verification, AVG—77

cost of attendance for, 3—19

defined, 1-13

institutional eligibility and, 2-7, 2-11

loan eligibility, 1-14

maximum percentage of, 2—65

Pell Grant eligibility, 1-14, 1-72

Selective Service registration and, 1-58

waiver of limitation, 2—11
Incentive compensation, 227, 2-30
Incentive repayment program, Perkins loans, 677
Income. See also Expected family contribution

adjusted-gross, AVG—13, AVG—14, AVG—-35,
AVG-37, AVG-81
FAFSA and, AVG-12
foreign, AVG—16, AVG—83
housing as, AVG—16
in-kind, AVG—18
interest income, AVG—16
non-taxfilers, AVG—13, AVG—-14, AVG—-37,
AVG-82
of parents, EFC and, AVG-37
of students, EFC and, AVG—40, AVG—41,
AVG—44
total income, AVG—39, AVG—41
untaxed, AVG—16, AVG—-8%
verification of, AVG—-81
zero, AVG—14
Income protection allowance, EFC and, AVG—38,
AVG—40, AVG—44, AVG—-561, AVG—72¢
Incomplete grades
disbursement and, 1-67
leaves of absence and, 5-32
satisfactory academic progress and, 2—-127
unofhicial withdrawal and, 5—72
Independent students. See also Dependency status
campus-based awards and, 3-113
expected family contribution and, 3—124,
AVG-35, AVG—45
FAFSA and, AVG-17, AVG—22, AVG—30
Stafford loans and, 3-91
Independent study
direct assessment programs and, 2—48
Individual retirement accounts, AVG—15, AVG—84,
AVG—87. See also Roth IRAs
Infants with disabilities, definition, 6—107
Information conflicts. See Conflicting information
Information consistency, 2—122
Information for Financial Aid Professionals, 1-1, 2—120,
524
Information security programs, 2-116
Institutional charges
book vouchers and, 5-37
example of school charges versus non-school
charges, 5-38
noninstitutional charge comparison, 5—36
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principles associated with, 5-37

return of aid and, 5—34%, 5-89, 5-95

return of equipment and, 5-37

waivers of, 5-96
Institutional eligibility

accreditation requirements, 2—3

additional locations, 2-63

admissions standards, 2—5

bankruptcy and, 2-7, 2-8, 2-11

compliance factors, 2—7

control of the institution, 2—1

correspondence courses and, 2—7, 2-8, 2-11,

2-99

disqualified individuals, 2—7

distance education and, 2—-97

financial statement notification, 2—8

foreign schools, 2—12

homeschooled students, 2—5

incarcerated students and, 2-7, 2-11

legal authorization by a state, 2-3

limitation requirements, 2—7

loss of, 2-7, 2-169

90/10 rule, 2-2, 2-8, 2-9

nonparticipating schools, 2-51

notification requirement, 2—7

requirements for, 2—3

two-year rule, 2-2, 2-6, 2-65, 2-169

types of eligible institutions, 2—1

types of eligible programs, 2—44
Institutional liability, third-party servicers, 226
Institutional Student Information Records. See also

Records and recordkeeping; Student Aid
Reports

Analysis Tool, 2-172, 2-173

compared with Student Aid Reports, AVG—6

conflicting information, 2—122

consistency of information, 2-122

DHS match flag on, 1-21

EFC different from original one used, 3—47

FAFSA and, AVG—6

history of aid on, 1-42, 1-43, 1-45, 5-17

late disbursement and, 4-56, 5-85

review of transactions, AVG—101

safeguarding, 2-110

SSA matches and, 1-18
Institutions of higher education
definition, 2—1
eligible programs, 2—2
Instructional time
program eligibility and, 22
weeks of, 3-61, 3-63, 3—66
Insurance, FAFSA and, AVG—19
Integrated Postsecondary Education Data System,
2-72,2-73
Intercollegiate athletic programs. See Athletes
Interest
accrual in Perkins loans, 6—73
on FSA funds, 4-66
remitting, 466
on tax-free bonds, AVG—84, AVG—-87
trust funds and, AVG—21
Interest-bearing accounts, #—66
Interest income, untaxed, AVG—16
Interim disbursements, 4—40
Internal Revenue Service
dependent definition, 2-113
form 1040, AVG—12, AVG—13, AVG-35, AVG—
36
form 1040EZ, AVG—36
household rules, AVG—28
skip-tracing program, 6—118
W-2 form, AVG—15
website, 2-122
International Baccalaureate Diploma Program,
1-64, 3-62
Internet. See also Websites
application update submissions, 2-52, 2—60
checking debarment/suspension status, 2—136
creating and editing student records on, 2-119
loan counseling, 2-78
recruitment activities, 2-33
Student Aid Internet Gateway, 2-119, 5-24
updating enrollment information, 2-131
Internet Service Provider, 2-119
Internship, deferment of loan repayment, 6-94
Investment accounts, 466
IPEDS. See Integrated Postsecondary Education
Data System
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IR As. See Individual retirement accounts

IRCA. See Immigration Reform and Control Act
of 1986

IRS. See Internal Revenue Service

ISIR Analysis Tool, 2-172, 2173

ISIRSs. See Institutional Student Information
Records

J

Jailed students. See Incarcerated students

Jay Treaty of 1794, 1-25

Jeanne Clery Disclosure of Campus Security
Policy and Campus Crime Statistics Act. See
Clery Act

JLD Program. See Job Location and Development
Program

JLD program. See Job Location and Development
Program

Job descriptions, for Federal Work-Study program,
6-25

Job earnings. See Earnings

Job Location and Development Program, 613,
6-49

Job placement rates, 2-45

Judgment, professional, 3-20, AVG—99

Judgments, loans with, 6-126

Just-in-Time payment method, 4-62

K

Keogh accounts, AVG—15

L

Late charges, Perkins loans, 6—115

Late disbursements, 4-56, 5-59, 5-85

Law enforcement officers, loan cancellation and,
6-104

Lawful permanent residents, 1-17, 1-20, 1-23,
1-38

LEAP Program. See Leveraging Educational
Assistance Partnership Program

Learning disabilities, AT'B tests and, 1-8
LEAs. See Local education agencies
Leaves of absence
additional charges and, 5-32
additional Title IV assistance and, 5-33
approval of; 5-29
completion of coursework and, 5-30
definition of, 528
disbursements and, 440
early return and, 5-31
failure to return from, 5-33
full tuition credit and, 529
grace periods, 5-33, 548, 6-73
incomplete grades and, 5—32
institutional charges and, 5—34
maximum number of, 5-33, 544
maximum timeframe for, 5-29
reasonable expectation of the student’s return
and, 5-30
return of aid and, 5—28, 5—43
unapproved LOAs, 5-34
withdrawal and, 5—43, 548
written formal policy for, 5—29
Lenders. See also Loans
approval of; 4-20
discrimination by, 4-20
of last resort, 48
Master Promissory Notes and, 4-5
preferred lenders list, 2-34, 46, 4-17
prohibited inducement of, 2—-34
requesting EFT or master check from, 4-20
scheduling disbursements with, 4-19
school acting as, 2-28
sharing student records with, 2—132
time limits on request to, 4-14
Letters of credit, 2—144
Leveraging Educational Assistance Partnership
Program
application, need, and dependency status, 1-78
cash management requirements and, 4-65
cost of applying, 1-78
eligibility, 1-77
half-time students and, 1-77
maximum award, 1-77
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90/10 rule calculation, 2-9 Local education agencies
nonfederal share, 6—17 Academic Competitiveness Grants and, 7—64
substantial financial need and, 1-77 Locations
verification exclusion, AVG—77 adding, 2—63
Liens Low-income communities, definition, 6108
against assets, AVG—21 Low-Income Home Energy Assistance Act, AVG—
eligibility and, 1-41, 1-42 17, AVG—19
Life insurance, FAFSA and, AVG—19 Low-income individuals, Perkins loan repayment
Lifetime Learning Tax Credit, 2—-14, 2-15, AVG— and, 6-79
18 Low-income schools
LIHEAA. See Low-Income Home Energy definition, 6-102
Assistance Act teachers in, 6—101
Limitations, imposed by Department of Lower-tier transactions, 2—136
Education, 2-167 LPRs. See Lawful permanent residents
Liquidation, of Perkins loan portfolio, 6—28
List of Parties Excluded from Federal Procurement M

and Nonprocurement Programs, 2-137
Literacy projects, family, 6-14, 6-26, 6-31, 6-34, Machine readable immigrant visas, 1-24, 1-39

6-39 Maine Indian Claims Settlement Act, AVG—22
Loan counseling, 2—-78 Maintenance of records, 2—-108
Loan rehabilitation, 1-41, 6-127 Managerial employees, 2-32
Loan status codes, I—49 Mariana Islands, Northern, 2-3, AVG—78
Loans. See also Lenders; specific loan programs Marital status, FAFSA and, AVG—10, AVG—22,
affirmative confirmation of, 4-24 AVG—929
average indebtedness for student borrowers, Marshall Islands, Republic of the, 2-3, AVG-5,
2-84 AVG—10, AVG—-36, AVG—78
consolidation, 2-83, 5-16 Master death file, 1-54
disability discharge, 1-47 Master Promissory Notes
disbursal of grants before disbursal of, 5-86 addenda, 4-5
grant aid information and, 2-79 applying for, 45
information from the guarantor, 2—132 changes and clarifications, 42
with judgments, 6-126 closed-end, 667
limits, 3—78 completing the form, 4-5
maximum loan period, 5-50 confirmation process, 4—9
program records, 2—105 consumer information for borrowers, 4-9
prohibited inducements, 2—34 definition, 6-66
prorating loan fees for returned funds, 424 Direct Loan Program and, 4-5, 4-7
refusing or reducing, 1-46 disclosures, 6—68
rehabilitation of, 1-48 electronic signatures, 6-64, 6-129
revenues from, 2—10 electronic version, 45
transfer and reentry and, 5—54 eMPN, 4-7
LOA:s. See Leaves of absence Endorser Addendum and, 415
Lobbying. See Anti-lobbying certification and entrance counseling and, 2-84
disclosure
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Federal Family Education Loan Program and,
4-6,4-7
foreign schools and, 4—11
graduate program borrowers, 47, 4-11
lender of last resort, 4—8
loan amount, 6-68
loan period, 668
making changes to, 6—66
minimum monthly payment option, 667
multi-year use of, 4-7, 4-20, 4-24
for multiple loans within an academic year, 4—7
new note requirements, 4—7
notifications, 6—68
open-end, 667, 6-69
paper copies, 46, 666
Perkins loans and, 6-23, 6—64
PLUS loans and, 4-7, 4-11
power of attorney and, 4-6
process review, 421
professional program borrowers, 4—7
questions and answers, 6—68
record retention, 669
required information, 4—6
signatures for, 4-6
Stafford loan borrowers, 4-5, 4-15, 4-19, 421
Mathematics tutors, 6-35, 6-39, 645
Meals on Wheels Program, 6-35
Means-tested federal benefits, FAFSA and, AVG—
30, AVG-36
Medical internship/residency, 1-74, 1-75
Medical schools, foreign, 2—62
Medical technicians
definition, 6-108
loan cancellation for, 6-103
Micronesia, Federated States of, 2-3, AVG—5,
AVG-10, AVG-36, AVG-78
Military service. See Armed services
Minisessions, 3—40, 3-80, 3—118, 6-34
Misrepresentation, 2—-86, 2—166
Modular programs
coursework completion requirements, 4-53
disbursements and, 4-50, 4-53
terms and, 3-5
withdrawals from, 5—74

Montgomery GI Bill, 3-126

Mortgages, take-back, AVG—20

MPNs. See Master Promissory Notes

MRIVs. See Machine readable immigrant visas

Mutual funds, 2-54

N

National and Community Service Act, 6-35,
6—-36, 697
National Center for Education Statistics, 2-73
National Collegiate Athletic Association
rules for financial aid to athletes, 3—120
National Direct Student Loan. See Direct Loan
Program
National Guard. See Armed services
National Science and Mathematics Access to
Retain Talent Grants
academic year, 3—60
accounting of credit or clock hours, 3—62
applying to participate, 2—13
calculations, 3—59
case studies, 3—70
credits-earned alternative calculation, 366,
3-72
crossover payments, 3—79, 3—125
declaration, monitoring, and change of major,
1-67
degree audits, 3-64
different calculation dates, 3—75
disbursements, 444, 4-49, 4-56, 4-57, 5-12
disbursements within a single term, 4—42
downward adjustment of, 4-73
eligibility, 1-63, 1-66, 3—60, 3-62, 3-63, 3-73
enrollment status and, 1-11
fractions and, 3—63
grade levels and, 3-68
interest-bearing or investment accounts and,
4-66
late disbursement and, 4-56, 4-57
lump-sum payments, 3—74
maximum awards, 3—59
overawards, 3—129, 5-5
overpayments, 5—10
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packaging rules, 3-73, 3-120, 3—126
payments, 3—73

prior payments, 3—64

program eligibility, 2—46

rate of progression case studies, 3—135
recalculations, 375

return of aid and, 5—104

rounding and, 3-63

Scheduled Awards, 3-59

schools with nontraditional grading systems and,
1-69

student’s year definition, 1-63

summer terms, 3—75

terms-attended alternative calculation, 3—66
verification and, AVG—89

website, 1-67

weeks of instructional time accounting, 3-61,
3-62

weeks of instructional time and, 362, 3—66

National SMART grants. See National Science and

Mathematics Access to Retain Talent grants

National Student Loan Data System

bankruptcy, I—46

checking loan amounts, 3104, 415
enrollment reporting to, 2-131, 6-112
estimating subsidized and unsubsidized FFEL
amounts, 3—107

financial aid history, 3-105

history of aid, I-41, 2-133

information source, 1-1

loan status codes, I—49

matches, 1-42

overpayment reporting, 5—17, 5-106

Perkins loan reporting, 6112

phone number, 1-41, 6-112

postscreening process, 1—44

resolving default status, 1-41, 1-47

resolving negative information, 3—104
school’s responsibilities for checking data, 3—105
transfer students, 1—44, 2-133, 3-74

website, 1-41, 1-43, 2-131, 3-105, 5-106,
6-112

Naturalization, Certificate of, 7-19, 1-38
NCES. See National Center for Education Statistics
NDSL. See Direct Loan Program
Net worth
business/farm, AVG-56t, AVG—64/, AVG—72t
of parents, AVG—39
of students, AVG—%0, AVG—43, AVG—45
90/10 rule, 2-2, 2-8, 2-9, 2-154, 2-158
Non-need-based earnings, 3—123
Nonimmigrant status, 121, 1-27, 1-30
Noninstitutional charges, 5-36, 5-95
Nonparticipating schools
institutional eligibility, 2-51
Nonprofit agencies, Federal Work-Study program
and, 6—41
Nonprofit institutions
audits, 2-151
Circular A-133 audits and, 2-161
definition, 2—1, 2-3
financial responsibility standards, 2—140
limitation on students admitted without a high
school diploma, 2—11
ownership changes, 2-52
Nonstandard terms, 36, 3-7, 39, 3-26, 3-34,
3-41, 3-80
Nonterm programs, 3—6, 3—7, 3-27, 3-36, 3-51,
3-83, 3-97, 3-130, 5-31, 5-79
Notification
of accreditation changes, 2-68
assignment of loans to Collections, 6-128
bank account requirements, 465
bankruptcy, 2-60
of borrowers, by email, 4-23
closure of schools, 2—60, 2—170
death of a student, 5-93
of disbursements, 4-23, 5—86
e-App changes, 2—7, 2-68
electronic processes for, 427
45-day extended eligibility period and, 5-102
Master Promissory Notes, 6—68
90/10 rule failure, 2—8
of overpayments, 5-106

Nationals. See Citizenship
Native Americans, 1-25, AVG—-17, AVG—19

of program participation end, 2—-168
recission of, 574
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of third-party servicer contracts, 2—27

of transfer of ownership and control, 2-54

of withdrawals, 5—67
NSLDS. See National Student Loan Data System
Nurses

definition, 6-108

loan cancellation for, 6-103

O

Occupational Information Network, 2—44
Occupational training
in placement rate calculation, 245
in program eligibility, 2—44
Occupations, recognized, 244, 2-45
Off-campus agreements, Federal Work-Study
program and, 6—43, 6—54
Office for Civil Rights, 2-114
Office of Inspector General
address and phone numbers, AVG—102
audits, 2-144, 2-152, 2-156, 2-160
referrals, 2—124
Office of Postsecondary Education, 2—-114
Office of Refugee Resettlement, 1-24
OIG. See Oftfice of Inspector General
O*NET Online, 244
Online courses. See Telecommunications courses
Operating accounts, deposits to, 2—144
Origination fees, 318
Orphans, dependency status, AVG—23
Overawards. See also Overpayments
aid packaging and, 3—-129
becoming overpayments, 5-9
campus-based programs, 521
changes and clarifications, 5—1
eligibility and, 5-5
resolving, 59
Overborrowing
effects of, 3107
inadvertent, 5—16, 5—62
Overdue payments, 6-116
Overpayments. See also Overawards
accepting payments after referral, 5—110

avoiding double records for, 5-109

changes and clarifications, 5—1

conflicting regulations and, 5-5

corrections of, 5—112

death of a student and, 5-93

eligibility and, 5—10

$50 or less, 5-102

45-day extended eligibility period, 5—101,
5-108, 5-113

FSEOG funds, 5-105

of grant funds, 5—98, 5-100

inadvertent, 5—16, 5—62

liability for, 5—14

overawards becoming, 5-9

payment in full and, 5-111

of Pell Grants, 5—10, 5-18

recalls of, 5-112

referred current-year overpayments and, 5-19
referring for collection, 5—107, 5-125
referring to Borrower Services, 5-18, 5-19,
5-20, 521, 5-49, 5-93, 5-102, 5-107, 5-125
reporting to NSLDS, 5-17, 5—106
resolving, 1-41, 1-46, 5-17

return of aid and, 5—62

returning, 520

satisfactory repayment arrangements, 5-16,
6-126

school responsibilities, 5—10, 5-19

student responsibilities, 5—10

student’s loss of eligibility and, 5—112
summary, >—110

treatment of, 5—10

Ownership changes

corporations, 2—53

default management plan after, 2-52
excluded transactions, 2-53

financial responsibility standards, 2—140
for-profit institutions, 2-52

nonprofit institutions, 2—52
preacquisition reviews, 2-55, 2-57
steps in, 2-56

training requirement after, 2-52

Ownership of assets, AVG—21
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P

Packaging aid, 3—119

Palau, Republic of, 2-3, AVG—5, AVG—10, AVG—

36, AVG—78
Parent corporations
ownership change, 2-54
Parents
adoptive, AVG—26
citizenship of, 1-18, 1-74
credit history, 1-74
death of, AVG—29
deferment of loan repayment for, 6-92
definition of, AVG—26
divorce of, AVG—29, AVG—-30
EFC formula A and, AVG-37, AVG—39
EFC from adjusted gross income, AVG—35,
AVG-37
FAFSA information, AVG—25
foster parents, AVG—26
information reporting to, 2-74
PLUS loan eligibility, 1-73
PLUS loan limits, 3-92, 3-123
remarriage of, AVG—29, AVG—97
rights to view students’ educational records,
2-112
separated, AVG—29
state of residence, AVG—28
stepparents, 1-73, AVG—26, AVG—29
substitutes for parent’s signature, AVG—32
Parolees, citizenship and, 1-21, 1-25, 1-29
Part-time students
Byrd scholarships and, 1-80
campus-based awards and, 3-113
enrollment, 1-80
Participation requirements. See also Program
Participation Agreements

anti-lobbying certification and disclosure, 2-38

civil rights and privacy, 2-21

drug and alcohol abuse prevention programs,

2-36
foreign sources and gifts, 2—39
GED preparatory programs, 2—41

incentive compensation, 2-27, 2-30
overview, 2—13
prohibited activities, 2—34
safe harbors, 2—30
school lenders in the FFEL program, 2-28
third-party servicer contracts, 2—25
voter registration, 2—41
Partnerships
ownership change, 2-54
Pass-through charges, payment of, 4-34
Passports, 1-19, 1-37
Past performance standards, of schools, 2-149
Patriot Act, 2-113
Payment periods
attribution of funds and, 5-83
calculating payments for, 3—73
clock-hour programs, 3—6, 3—7
correspondence courses, 3—51
cost of attendance changes within, 3—47
crossover, 3—38
definition, 3-6, 3—114, 5-83
disbursement issues, 3—11, 4-42, 5-83
graduate students/study, 3-8
nonterm credit-hour programs, 3—6, 3-51
nonterm programs, 3—6, 3—7
Pell Grants, 3—28, 3-51
reentry and, 3—12
return of aid and, 5—45, 5—52
“substantially equal” definition, 3—7
transfers and, 3—12
with two academic years, 3—74
withdrawals and, 3—12
Payments. See also Repayment
advance method, 4-61, 5—12
calculating, for a payment period, 3-73
cash monitoring method, #-62
change in ownership and, 2-57
child support, AVG—-16, AVG—-18
crossover, 3—75
deferment of, 6—86
hardship reductions/deferments, 6-72, 6-77,
6-79, 6—-80, 6—85, 6—88, 6-92
Just-in-Time method, 462
late disbursements, 459
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liability for incorrect, 4—40

low-income extensions, 679

lump-sum, 3-74

overdue, 6-116

Perkins loans minimum monthly payment
option, 667, 6—75

prior, 3—64

pushed cash method, 4-62
reimbursement method, 462

within a single term/payment period, 4—42
on a student’s behalf, 5-103

Payroll records

for FWS programs, 2—-105

Peace Corps

loan cancellation, 6-106
loan repayment deferment and, 6-89, 6-90,
6-93

Pell Grants

ACG eligibility and, 1-63

administrative cost allowance, 3—27
alternate calculations, 3—32, 3-49
alternate payment schedules and, 3—25
annual awards, 3—25, 3-27, 3-50
applying to participate, 2—13

award year, 325

awarding remaining Pell eligibility, 3—44
calculations, 3—25

clock-hour programs, 3—36

completed terms and, 451

consortium programs and, 3—26
cooperative education programs and, 3—26
corrections on applications for, AVG—-95
correspondence courses, 3-28, 3-50

cost of attendance and, 3—21, 3—47, 3-50
coursework completion requirements, 4-53
credit-hour term-based programs, 3—27
crossover payment periods, 3—38, 3—125
defaults on, 2134

disbursement timing, 2—15, 444, 4-49, 4-51,

512

disbursements within a single term, 4—42
disbursing more than 1/2 the annual award,
3-33

downward adjustment of, 4-73

eligibility, 1-71

English as a Second Language programs and,
2-46

enrollment status and, 1-11, 3-26, 3—27, 3-36,
3-40, 3-45, 3-46, 3-50

50% requirement, 3-33

as first source of aid, 3—120

formula summaries, 3—53

fractions and, 327

Freely Associated States citizens and, 1-35
incarcerated students and, 1-14, 1-72
interest-bearing or investment accounts and,
4-66

late disbursement and, 4-56

minisessions, 3—40

multiple awards, 3-26

nonstandard terms and, 3-26, 3—34
nonterm credit-hour programs, 3-36
nonterm programs, 3—27

nontraditional academic calendars, 3-31
overawards, 55

overpayments, 5—10, 518

ownership change and, 2-57

packaging rules, 3—120

payment methods, 3-26

payment periods, 3—28, 3-51, 3-131, 3-133
postbaccalaureate programs and, 1-72
recalculations, 3—45, 5-75

reentering students, 4-55

Reporting Pell Identification number, 5-109
return of funds for, 5—104

rounding and, 3—27

SAR/ISIR and, AVG—-8

satisfactory academic progress and, 1-10
Scheduled Awards, 3—25, 3—38, 5-53
second or subsequent disbursements, 5—63
SMART Grant eligibility and, 1-66
standard-term programs with academic
calendars of 30+ weeks, 326, 3—29
standard-term programs with less than 30 weeks
in the fall through spring, 3-33, 3—49
summer terms and, 3—38

transfer students, 3—42

unpaid commitments, 2—170
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using to pay loans, 3—120
verification and, AVG—-87
Penalties
civil penalties for failure to comply with
consumer information requirements, 2—70
criminal, for FSA abuses, 2—166
foreign gift reporting, 2—40
for high cohort default rates, 6—133
overdue loan payments, 6-116
Pensions, FAFSA and, AVG—-19
Perkins loans. See also Campus-based awards
acceleration of, 6-117
address searches, 6—117, 6-123
advance requests for funds, 4—62
aggregate limits, 6—61
applying to participate, 2—13
assignment of, 628, 6—128
awarding, 3—-116
bankruptcy and, 1-76, 6—81
billing procedures, 6—115
borrower contact by telephone, 6—116
cancellation of, 6—-96
certification statement, 623
closed school discharge, 681
cohort default rates, 2—-134, 65, 6—131
collection efforts, 6—118
collection procedures, 6—118
collection requirements, 6-111
consolidation, 3—-105, 6-121
correspondence recordkeeping, 622
costs of billing and collection, 6—123
credit bureau reporting, 6-119
date of first disbursement reporting, 6—129
death and discharge of, 6—80
death of a student and, 5-93

Default Reduction Assistance Program, 6-130

defaults, 1-75, 6—118, 6—126
deferment, 6—86

disability and, 1-47, I-75, 6—80
disbursement, 4-39, 4-50
discharging, 6—80, 6-126
disclosure to students, 6—62
eligibility, 1-75, 6-132

endorser contact, 6-117

eNotes, 665

Equal Credit Opportunity Act rules, 3117
exceptional need and, 1-75

exit interviews, 6—111

federal share, 6-15

forbearance for, 6—85

grace periods, 6—71, 6-114

hardship reductions/deferments, 6-72, 6-77,
6-79, 6-80, 6—85, 6-88, 6-92

incentive repayment program, 6—77
interest accrual for, 6—73
interest-bearing accounts for, 4-67

late charges, 6—115

limits, 6—61

liquidation of, 6—28

litigation, 6—121

loan counseling, 2-79

loan types, 6—61

maximums, 6—61

minimum monthly payment, 6-67, 6—75
MPNs and, 6-23, 6-61, 6—64, 6-129
multiple, 6—76

nonfederal share, 6-17

notification of, 4-23

overawards, 3—116

overdue payment notices, 6116
overpayments, 5—10

payment amount calculation, 6—74
payment processing, 677

penalties for high cohort default rates, 6—133
power of attorney in disbursement, 4—39
prepayment of, 6-73

program description, 6-1

Program Participation Agreements and, 6—5
quarterly billing, 6-74, 6-78
reassignment of, 6—28

recordkeeping, 2—-106, 6—22

regaining eligibility after default, 6-132
rehabilitation of, 6-127

reimbursement, 6—28

repayment dates, 622, 6—78

repayment history, 622

repayment information disclosure, 6-113
repayment plans, 6—74
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selection criteria, 3—113, 3-116
study abroad and, 662
teacher certification and, 1-5, 1-75, 3116,
662
transfer of funds, 6-10
undelivered funds, 4-70
unused funds, 6-9
verification and, AVG-87
willingness to repay, 1-76
Permanent residents, 1-17, 1-20, 1-23, 1-33,
1-38
Pharmacy programs, 1-71
Phone numbers. See Telephone numbers
PIN number, FAFSA and, AVG—4, AVG—6
Placement rate calculation, 245
Plain Language Disclosures, 4-5
PLUS loans
academic terms, 3—77
academic year and, 3-79
adverse credit history and, I-74, 4-14
aggregate loan limits, 3—104
borrower certification, 4—13
calculating, 3—-120
certification of, 4—15
changes and clarifications, -2
coursework completion requirements, 4-53
death of a student and, 594
denial of, 559
disability discharge, 1-47
disbursements, 4-30, 4-44, 446, 4-56
eligibility, 1-41, 1-73, 3-77, 440
enrollment status and, 1-11, 3-78
FAFSA filing exception, AVG—3
graduate and professional students, 3-93
Graduate/Professional PLUS MPN, 411
independent students and, 3-91
loan counseling, 2-78, 4-13
loan limits, 3—78, 3-90
loan limits for parents, 3-92
loan periods, 3—77
Master Promissory Notes and, 4-5, 4-7, 4-11
multiple school enrollments and, 3-90
notification of, 4-23
overawards, 3—129, 5—6

packaging rules, 3—-120
power of attorney in disbursement, 4-39
preparatory coursework and, 1-73
program length, 3—77
refusing to originate or certify loan, 4-16
return of aid and, 5-59
satisfactory academic progress and, 1-10
Selective Service registration and, 157
teacher certification and, 1-5
transfer students, 3—86
verification and, AVG—87
Political activity, Federal Work-Study program and,
6—42
Postbaccalaureate programs
Pell Grants and, 1-72
Postsecondary vocational institutions
definition, 2—1
eligible programs, 2-2, 2—44
two-year rule, 2-2, 2-6
Postwithdrawal disbursements, 5-59, 5-83
Power of attorney
completing the MPN and, 4-6
disbursements and, 4-39
PPAs. See Program Participation Agreements
Pre-enrollment activities, 2-32
Preacquisition reviews, 2-55, 2-57
Preferred FFEL Lender Lists, 4—6, 4—17
Preferred lender lists, 2—-34
Prepaid debit cards, 4-36
Prepaid tuition plans, 3—-121
Preparatory coursework, 1-4, 1-73, 2-48
Preschool age child, definition, 646
Primary accreditors, 2—4
Prior payments, 3-64
Prior-year charge payments, 4-29, 5-90
Prisons. See Incarcerated students
Privacy. See also Family Educational Rights and
Privacy Act
of health records, 2-115
sharing student records with lenders, 2—132
Privacy Act, 2—114, 6-119. See also Family
Educational Rights and Privacy Act
Private for-profit businesses, Federal Work-Study
program and, 6-36, 643

[-33



Federal Student Aid Handbook, 2008-2009

Private nonprofit institutions
Federal Work-Study program and, 6—41
financial responsibility standards, 2—140
Private schools, loan cancellation for teachers,
6-101
Professional degree programs
dependency status of students and, AVG—22
FAFSA definition of student, AVG—11
MPNs and, 47, 4-11
payment periods, 3-8
Pell grants and, 1-71
PLUS loans and, 3-93, 3-122
Stafford loans and, 3-92
Professional judgment, 3—20
Professional licenses, 3—18
Profit distributions, 2-33
Profit-sharing, 2-31
Program completion criteria, 2—31
Program eligibility
ACG programs, 2—46
clock hour/credit hour conversions, 2—49
completion rate calculation, 2—45
determination of, 2—43
direct assessment programs, 2—46
ESL programs, 2-46
flight school programs, 2—48
instructional time required for, 2—2
National SMART Grants, 246
placement rate calculation, 245
requirements, 2—43
self-determination of, 2-65
study abroad programs, 2—48
Program integrity
audit requirements, 2—151
case management, 2—164
closeout procedures, 2—170
corrective actions, 2—166
Education Department role, 2-151
Experimental Sites Initiative, 2—172
guaranty agency reviews, 2—165
loss of eligibility, 2171
program end notification, 2—168
program reviews, 2—162
Quality Assurance Program, 2172

sanctions, 2—166
state and accrediting agency roles, 2-153
unpaid commitments and, 2—170
withdrawal from loan programs, 2—171
Program Participation Agreements
administration training requirement, 2—18
application fee prohibition, 2—18
certification process, 2—17
contents of, 2—21
effective date for participation, 2—15
employee and contractor certification, 2—137
expiration of, 2-20
extension of, 2-51
Federal Work-Study program and, 66, 649
institutional eligibility and, 2—7
Perkins loans and, 6—5
programs covered by, 2-20
provisional certification, 2—16
purpose and scope of, 2-20
review period, 2-15, 2-16
study abroad programs and, 2-96
temporary, 2—58
termination of, 2—20
Program records, 2—-104
Program reviews, 2—162, 4-73
Programs
adding, 2-65
Prohibited inducements, 2—34
Promissory notes. See also Master promissory notes
electronic, 2—109
Proprietary institutions of higher education
definition, 2—1
eligible programs, 22, 2—44
financial responsibility standards, 2—140
two-year rule, 2-2, 2-6
Proprietary institutions of higher learning
Federal Work-Study program and, 6—39
Proration
charges for, 5-35, 5-96
of cost of attendance, 3—19
of loan fees for returned funds, 424
of Stafford loans, 3—99
Prospective students, definition, 2-86
Provisional certification, 2-16, 2—147
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Public institutions
audits, 2—151
Circular A-133 audits and, 2161
financial responsibility standards, 2—140
ownership changes, 2-52

Public interest, work in the, 6—41

Publicly traded corporations
ownership change, 2-53

Puerto Rico, 2-3, AVG—-36

Pushed cash, 4-19, 4-62

Q

OA Program. See Quality Assurance Program

QTPs. See Qualified tuition programs

Qualified professional provider of early
intervention services

definition, 6—108

Qualified tuition programs, AVG—20

Quality Assurance Program, 2—172, AVG—76,
AVG—T77

Quarters, 3—4, 3-26. See also Terms, academic

R

RCRTS5. see Receivables and Cash Receipts Teams
Reading tutors, 6-35, 6-39, 645
REAP. See Reserve Educational Assistance
Program
Recalculations
Academic Competitiveness Grants, 375
National Science and Mathematics Access to
Retain Talent Grants, 3-75
Pell Grants, 3—45, 5-75
Receivables and Cash Receipts Teams, 4-73
Recognized occupations, 2—44, 2—45
Recordkeeping. See Records and recordkeeping
Records and recordkeeping. See also Disclosures;
Documentation; Institutional Student
Information Records; Student Aid Reports
attendance records, 5-69
campus-based awards, 6—21

cooperation with agency representatives, 2—110
creating and editing student records on the
Internet, 2-119
crime records, 2-115
Direct Loan Program payments, 5-105
disbursement, 4-51
electronic, 2—110, 2-116, 4-27, 428
examination of records, 2—110
fiscal records, 2—104
formats, 2—108, 627
health record privacy, 2-115
information security program, 2—116
ISIRs, 2-110
loan program records, 2—105
location of records, 2-110
program records, 2—104
reasonable access to personnel, 2—111
recipient information, 2-111
record maintenance, 2—108
reporting security breaches, 2-116
retention periods, 2-108, 2-109, 6-26, 669
SARs, 2-109, 2-110
school administration of program funds, 2—106
school requirements, 2—103
sharing student records with lenders, 2—132
“sole possession” records, 2112
student information privacy, 2—112
third-party housing records, 2-113, 5-95
timely access to, 2110
Recovery
of loan discharges, 2-170
tuition recovery funds, 2—-141
Recruitment activities, 2-33
Reentry
within 180 days, 5—48, 5-167
after 180 days, 5—52
loan principles, 5-54
new award year and, 551
payment periods and, 3—12
return of aid and, 5—48
Refugees, 1-20, 1-24, 1-27, 1-29
Refund reserve standards, 2-141
Registration, Selective Service, I-57
Regular students, -3, 2-5
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Rehabilitation, of loans, 1-41, 6-127
Rehabilitation Act of 1973, 1-8, 2-21

Rehabilitation training, loan repayment deferment

and, 6-88
Reimbursement
Perkins loans, 6—28
Reimbursement payment method, #-62
Reinstatement procedures, 2-15, 2-167
Religious orders, member eligibility, 1-73

Religious work, Federal Work-Study program and,

6-32
Remarriage of student’s parents, FAFSA and,
AVG—29, AVG-97
Remedial coursework, I-3, 1-12, 2-46, 2-48,
3-27,3-97
Rental properties, FAFSA and, AVG—19
Repayment. See also Payments
agreements for, 5-101, 5-110
bankruptcy and, 6—81
Chapter 13 bankruptcy and, 6—82
cohort default rate and, 6-131
dates for, 6—78
de munimus amounts, 5—102
death of a student and, 5-93
deferment of, 6—86
entrance counseling, 2-80, 284
exit counseling, 2—82
exit interviews, 6—111
failure to comply, 5-108
45-day extended eligibility period for, 5-101,
5-108, 5-113
hardship reductions/deferments, 6-72, 6-77,
6-79, 6—80, 6-85, 6—88, 692
incentive repayment program, 6—77
information disclosure, 6-113
low-income extensions, 679
maximum time for, 5-100
minimum monthly amounts, 6—75
payment in full and, 5-111
Perkins loan plans, 6—74
return of aid and, 5-98
rolling quarterly, 6-78
satisfactory arrangements for, 5-16, 5-108,

6—-126

student violation of repayment agreements,
5-101
summary, 5—110
willingness to repay, 1-76
Repeated courses, 2-127
The Report on Athletic Program Participation Rates and
Financial Support Data, 2—76
Reporting
change in ownership interest, 2—54
completion rates, 2—73
gifts, 2-39
graduation rates, 2—73
new locations, 2-64
program reviews, 2—162
reductions to awards, 5-105
substantive changes in information, 2—60
take-back mortgages, AVG—20
Reserve Educational Assistance Program
aid packaging, 3-128
Residency, deferment of loan repayment, 6-94
Resident Alien Cards, 1-23, 1-33, 1-36, 1-40
Residents
conditional, 1-21, 1-29, 1-40
conditional permanent, 1-26
permanent, 1-17, 1-20, 1-23, 1-33, 1-38
temporary, 1-21, 1-27
Restricted gifts or contracts, 2—40
Retention of records, 2—108, 2—109
Return of aid. See also Withdrawals
Academic Competitiveness Grants and, 5—104
from an audit, 4-73
attendance and, 5—11, 5-28, 5—42, 5—43
authorization of, 5-86, 5-88
calculating, 5-9
calculation basis change, 545
case studies, 5—127
by check, 4-73
consumer information, 5-25
credit balances and, 5—38
crediting student’s accounts, 5-87, 5-88, 5-89
deadlines for, 5-39, 5-117
deposit in federal funds account, 4-72
Direct Loan Program and, 5-105
disbursements and, 5—59, 5-83
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early implementation, 523
FESOG and, 547
14-day deadline, 5-39
FSEOG funds, 5-105
funds included in calculation of, 547, 5-59
grant funds, 5-98, 5-100
if school has not drawn federal funds, 5-97
initial amount due, 5-98
institutional charges, 5-34, 5—89, 5-95
late arriving aid and, 565
leaves of absence and, 5—28, 5—43
making new awards with returned funds, 2—-144
National Science and Mathematics Access to
Retain Talent Grants and, 5—104
order of return of funds, 5-97
overpayments in calculation of, 5-62
payment-period based, 5—45, 5—159
Pell Grants and, 5—104
PLUS loans in calculation of, 5-59
from a program review, 4—73
prorating charges, 5-35, 5-96
reentry and, 5—48
repayment of student loans and, 5-98
requirements for, 5-94, 5-117
rounding and, 546
scheduled breaks and, 5—77
school’s policy and, 5—94
school’s responsibilities, 5-95, 5-100
separate federal bank accounts and, 5-20, 5-97
software for, 5-24
steps in calculation of, 5-59
by students, 5—99
TEACH Grants and, 5—104
technical questions, 5—24
timeframe for, 2—141, 2-144, 5-97
Title IV recipient definition, 5-26
transfer students and, 5—48, 5—52
unearned aid, 5-94, 5-98
unused funds, 69
verification and, 5—26
withdrawals and, 5—66
worksheets for, 524
Revenues
cash basis of accounting, 2-9

limits from FSA funds, 2-2
90/10 rule, 2-9, 2-10
Review periods, 2-15, 2-16
Reviews, program, 2—162, 473
Robert C. Byrd Honors Scholarship Program. See
Byrd scholarships
Roster files, 2—-131
Roth IRAs, AVG—99
Rounding
credit hours and, 249
return of aid and, 546

S

Safe harbors for incentive compensation
employee compensation adjustments, 2—30
Safety. See Campus security
SAIG. See Student Aid Internet Gateway
Sanctions, 2—166
SAP. See Satisfactory academic progress
SARSs. See Student Aid Reports
Satisfactory academic progress
academic amnesty/renewal and, 2-130
appeals, 1-10
“C” average after two years requirement, 2—125
campus-based funds and, 1-10
disbursements and, 4-30
documentation of, 2—107
graduation requirements and, 110
losing eligibility, 1-10
Pell grants and, 1-10
PLUS loans and, 1-10
progress check intervals, 1-8
qualitative standards, 1-10, 2—-125
quantitative standards, 1-10, 2-126, 2-128
reestablishing, 2—-130
regaining eligibility, 1-10
Stafford loans and, 1-10
Satisfactory repayment arrangements, 5—16, 6-126
Savings plans, FAFSA and, AVG—15, AVG—20
SAY. See Scheduled Academic Year
Scheduled Academic Year, 3—79, 3—-94
Scheduled awards, 3—25
Scheduled breaks, 5—77
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Scholarships. See also specific scholarships, e.g, Byrd
scholarships
fraud prevention, 2-86, 2—89
state scholarship as nonfederal share
component, 618
as taxable income, AVG—18
School closures. See Closure of schools
School Participation Teams, 2—17, 218, 2-51,
2-58, 2-67, 2-139, 2-164
Schools, secondary. See Secondary schools
SEAs. See State education agencies
SEC. See Securities and Exchange Commission
Secondary confirmation of citizenship, 1-22,
1-34
Secondary schools
diplomas, 1-5, 2-5, 2-11
enrollment and FSA eligibility, 1-5
rigorous secondary school program of study,
1-64
Securities and Exchange Commission
ownership change and, 2-53, 2-54
Security
campus, 288
information security programs, 2—116
reporting breaches of, 2-116
reporting campus crime data, 2-88
Selective Service, I-57, 1-79
Semesters, 3—4, 3—26. See also Terms, academic
Separate accounts for FSA funds, 465
Separation of functions, 2124
Separation of student’s parents, FAFSA and,
AVG—29
Service opportunity, definition, 635
SEVIS. See Student Exchange Visitor Information
System
SFAS. See Statement of Financial Accounting
Standards
Siblings, household size calculation and, AVG—28
Signatures
for all FSA programs, AVG—33
copies of signed documents, AVG—31
electronic, 6-65, AVG—34, AVG—-84
on FAFSA, AVG-31
substitutes for parent’s signature, AVG—32

Simplified needs test, FAFSA and, AVG—19
Single Audit Act, 2—151, 2-158
60% point-in-time, 5-23, 5-85
Skip-tracing program, 6118
SLEAP. See Special Leveraging Educational
Assistance Partnership Program
Small Business and Agricultural Regulatory
Enforcement Ombudsman, 2-152
Small Business Job Protection Act, 6—31
SMART grants. See National Science and
Mathematics Access to Retain Talent grants
Social Security Administration
citizenship confirmation and, 1-17, 1-18
master death file, 1-54
number verification, 1-51
SSN matches, 1-18, 1-51
website, 1-51
Social Security benefits
FAFSA and, 6-88, AVG—15
verification of, AVG—84, AVG—85
Social Security Numbers
FAFSA and, AVG-10
Freely Associated States and, 1-55
matches, 1-18, 1-51
students using the same SSN, 1-54
Social Security tax allowance, EFC and, AVG—38,
AVG—40, AVG—42, AVG—44, AVG—561,
AVG-64t, AVG-T72¢
Software, for return of aid, 524
“Sole possession” records, 2—112
Sole proprietorships
ownership change, 2-54
Special education, teacher loan cancellation and,
6-102
Special fuels, tax credit for, AVG—16
Special Leveraging Educational Assistance
Partnership
nonfederal share, 6—17
Special Leveraging Educational Assistance
Partnership Program, 4-65
Special sessions
campus-based awards and, 3-113
SPTs. See School Participation Teams
SSA. See Social Security Administration
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SSCRs. See Student Status Confirmation Reports
SSNs. See Social Security Numbers
Staffing requirements, 2—124
Stafford loans
academic terms, 3—77
academic year and, 3-79
aggregate loan limits, 3104, 3—109
blanket agreements for guaranty approval, 420
borrower eligibility, #—12
calculating, 3—-120
certification of, 4—15
certifying eligibility, #-15
changes and clarifications, -2
checking loan amounts on NSLDS, 4-15
cohort default rate, 2-134
completed terms and, 451
consolidated, 3—106
corrections on applications for, AVG—-95
coursework completion requirements, 4-53
decimals and, 3—100
disability discharge and, 1-47
disbursements, 4-30, 4-44, 446
early implementation, 4-5
eligibility, 1-73, 3-77
eligibility checking, 4—40
enrollment reporting requirements, 2131
enrollment status and, 1-11, 3-78
Experimental Sites Initiative and, 2—172
fractions and, 3—100
grade-level progression, 3—96
graduate and professional students, 3-92, 3-98
holding funds for verification, 4-69
independent students and, 3-91
information about students who have defaulted
on, 2—132
loan counseling, 2-78
loan limits, 1-73, 3—78, 3-90, 3-106, 3-109
loan periods, 3—77
Master Promissory Notes and, 4-5, 4-15, 4-19,
4-21
maximum amount, 4—13
maximum interest rate, 4—12
multiple school enrollments and, 3-90
notification of, 4-23

overawards, 3—129, 5—6
overborrowing, 3—107
packaging rules, 3—-120
payment periods, 3—-132, 3134
Plain Language Disclosures, 4-5
power of attorney in disbursement, 4-39
preparatory coursework and, 1-73
program length, 3—-77
prorating, 3—99
refusing to originate or certify a loan, 4-16
requesting check from a lender that requires
endorsement of the borrower, 4-19
requesting EFT or master check from a lender,
4-20
satisfactory academic progress and, 1-10
subsidized loans, 3-90, 3-105, 3-126
teacher certification and, 1-5, 1-73
transfer students, 3—86
unsubsidized loans, 3—-90, 3-95, 3-105
verification and, AVG—77, AVG—87, AVG—88
Standard terms, 34, 3-7, 3-26, 3-29, 341,
3-49, 3-80
Standards
financial responsibility, 2—139
standards required when a school opens a bank
account on behalf of a student, 4-35
Standards for Electronic Signatures in Electronic Student
Loan Transactions, 428, 6—64
State education agencies
Academic Competitiveness Grants and, 7—64
Byrd scholarships and, 1-78
State Scholars Initiative of the Western Interstate
Commission for Higher Education, 1-64
State tax allowance, EFC and, AVG—38, AVG—40,
AVG—42, AVG—44, AVG-55t, AVG—5H8t,
AVG-63t, AVG-T71¢
Statement of Financial Accounting Standards,
2-157
States
auditing role, 2-153
definition, 2-3
Federal Work-Study program regulations and,
631

institutional authorization, 2—3
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LEAP Program and, I-77
legal authorization of institutions, 2—3
parents’ state of residence, AVG—28
program authorization, 2-43
program integrity role, 2—153
state scholarship as nonfederal share
component, 618
Status changes, 2-66
gaining eligibility and, 1-14
losing eligibility, 1-14
Status codes
enrollment, 2—-131
loan status, 1—49
verification, AVG—90
Stepparents
FAFSA and, AVG—26, AVG—29
PLUS loan eligibility, 1-73
Stored-value cards, disbursements and, 4-36, 4-38
Student Aid Internet Gateway, 2-119, 524,
AVG-3
Student Aid Reports. See also Institutional
Student Information Records; Records and
recordkeeping
arrival of, AVG—6
compared with ISIR, AVG—6
conflicting information, 2—122
consistency of information, 2122
corrections to, AVG—98
deadlines and, AVG—7
DHS match flag on, 1-21
EFC different from original one used, 3—47
FAFSA and, AVG—6
history of aid on, 1-42, 1-43, 5-17
late disbursement and, 4-56, 5-85
Pell Grants and, AVG—8
record maintenance, 2-109, 2-110
recordkeeping requirements, 2-107, 2-110
SSA matches and, 1-18
student access to, AVG—6
Student athletes. See Athletes
Student eligibility
ability-to-benefit test, -7, 1-9, 2-5
Academic Competitiveness Grants, 1-63, 3—73
academic qualifications, I-5

bankruptcy and, 1-46, 6-84

basic issues, 1-3

Byrd scholarships, I-78

campus-based awards, 1-75

citizenship, I-17

conditional acceptance, 1-3

conflicting information, 1-14

continuing education, 1-3

correspondence courses, 1—15

defaulting and, 141, 1-47

drug convictions and, 1-12

elementary school enrollment and, 1-5
enrollment status and, I—-11

Federal Supplemental Educational Opportunity
Grants, I-76

Federal Work-Study, 1-76

foreign study, 1-15

history of aid received, I—41, 2132
homeschooling, -6

incarcerated students, 7—13

increased loan eligibility for health professions
students, 3—110

Job Location and Development Program, 6—49
LEAP program, I-77

losing, 1-14

National Science and Mathematics Access to
Retain Talent Grants, I-63, 1-66, 362, 3—63,
3-73

Pell Grants, 1-71

Perkins loans, 1-75

PLUS loans, 1-73, 3-77

preparatory coursework, 1—4

recent changes, 1—1

regular students, I-3, 2-5

remedial coursework, I-3, 1-12

satisfactory academic progress, 1-8, 1-10
school-determined requirements, -3
secondary school enrollment and, 1-5
Selective Service registration and, I-57
sources of information, 1—1

SSNs and, I-51

Stafford loans, I-73, 3-77

status changes and, I-14

studying abroad and, 1-15
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TEACH Grant Program, I-81
teacher certification coursework, 1-5
telecommunications courses, 1—15
Student Exchange Visitor Information System,
2-114
Student Loan Clearinghouse
enrollment status codes, 2-131
Student Right-to-Know Act, 2—-72
Student rights
immigration status, 1—-33
Student services, Federal Work-Study program
and, 6—40
Student Status Confirmation Reports, 2-25, 2-131
Students. See also Correspondence course students;
Disabled students; Graduate students/study;
Transfer students; Undergraduate students
categories of, 3-115
co-op, 1-11
direct disbursements to, 4—30
disbursement authorizations, 4-25
drug convictions, I1-12
education record disclosure rights, 2—112
failure to begin attendance, 5—11
full-time, 1-10
half-time, 1-11, 443
incarcerated, I-13, 1-72, 27, 2—11
income of, EFC and, AVG—40, AVG—41,
AVG—14
independent status, AVG—17, AVG—22, AVG—30
living with relatives, dependency status, AVG—24
overpayment responsibilities, 5—10
regular, 1-3, 2-5
same SSN given by, 1-54
standards required when a school opens a bank
account on behalf of a student, 4-35
status changes and, I—14
Students admitted without a high school diploma
or equivalent
maximum percentage of, 2-65
Student’s year, definition, 1-63
Study abroad programs
consortium agreements, 2-96
contractual agreements, 2-96
cost of attendance, 3—19

employment during a period of nonattendance,
6-34
loan counseling, 2-79, 6-112
Perkins loans and, 6-62, 6-112
power of attorney in disbursement, 4-39
program eligibility, 1-15, 248
returning funds and, 5-12
types of, 2-96
Subpoenas, 2—113, 2-114, 2-163
Subsidized loans, 3—90, 3-95, 3-105, 3—107,
3-121, 3-126
Substantial financial need, 1-77
Substantial gainful activity, 1-47
Summer terms
Academic Competitiveness Grants, 375
Borrower-Based Academic Year and, 3—80
campus-based awards and, 3-113
cost of attendance, 3—39
Federal Work-Study program and, 6—33
National Science and Mathematics Access to
Retain Talent Grants, 3-75
Pell Grants and, 3—-38
Scheduled Academic Year and, 380
Supervisory employees, 2—32
Supplemental Security Income, loan repayment
deferment and, 6-88
Suspension, 2—136
Byrd scholarships and, 1-80
of school eligibility, 2136, 2-167

System configurations, 2—12

T

Take-back mortgages, AVG—20
TANTF. See Temporary Assistance for Needy
Families

Tax credits
earned income credit, AVG—13, AVG-37,
AVG-84, AVG-87
HOPE, 2-14, 2-15, AVG-18
institutional application for, 2—14
Lifetime Learning Tax Credit, 2-14, 2-15,
AVG-18
for special fuels, AVG—16
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Tax data discrepancies, 2—122, AVG—101
Tax returns, verification of, AVG—81
Tax transcripts or copies of returns, AVG—83
Teach for America, 1-81
TEACH Grants. See Teacher Education Assistance
for College and Higher Education Grants
Teacher certification programs, I-4, 1-71, 1-73,
1-75, 3-98, 3-116, 662
Teacher Education Assistance for College and
Higher Education Grants, 1-2
disbursements, 5—12
eligibility, 1-81
grant amount, 181
introduction of, 1-2
overpayments, 5—10
return of aid and, 5—104
teaching obligation, 1-81
Teachers
certification coursework, 1-5, 1-73
definition of, 6-98
in a field of expertise, 6-103, 6-109
loan cancellation, 6—98
low-income schools and, 6-101
part-time at multiple schools, 6—100
preschool or prekindergarten programs, 6-101
private school, 6-101
special education, 6-102
Teaching, definition of full-time, 6-100
Telecommunications courses. See also Distance
education
change in treatment of, 2-98
eligibility and, 1-15
HERA changes, 2-98
program eligibility, 2—43
Telephone numbers
Campus-Based Call Center, 6-20, 6-118, 6-130
Central Processing System, AVG—3
Department of Education, 1-55
Discharge Loan Servicing Center phone
number and email address, 6-81
Free Application for Federal Student Aid,
AVG-3

national credit bureaus, 6-119

National Student Loan Data System, 141,
6-112
Office of Inspector General, AVG—102
Student Aid Internet Gateway, AVG—3
Temporary Assistance to Needy Families, loan
repayment deferment and, 6-88, AVG—15
Temporary PPA. See Temporary Provisional
Program Participation Agreement
Temporary Provisional Program Participation
Agreement, 2—58
Temporary Resident Card, 1-27
Temporary residents, 1-21, 1-27
Termination
of FSA program participation, 2—-15, 2-167
Terminology
disbursement, 423
Terms, academic
absences and types of, 4-54
breaks and, 5-58
clock hours and, 4-53, 4-55
concurrent/consecutive, 3—5
credit-hour programs, 4-53, 4-54
modules and, 3-5
nonstandard, 3—4, 3-7, 3-9, 3-26, 3—-34, 3-41,
3-80
standard, 3—4, 3-7, 3-26, 3-29, 3—41, 349,
3-80
summer, 3—38
types of, 3—4
Terrorism, 2-113, 2-114
THEAA. See Third Higher Education Extension
Act
Third Higher Education Extension Act, 6-107
Third-party housing records, 2—-113, 5-95
Third-party servicers
audits, 2-159
contracts with, 2—25
disbursements and, 4-37
school responsibility, 4-37
Thirty-day deadline, verification of return of aid,
528
30% option, verification of applicants, AVG—76
Three-day rule, 4-19, 4-68, 5-12
Title IV recipient definition, 5-26
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Toddlers with disabilities, definition, 6—107
Token gifts, 2-32
Total and permanent disability, Perkins loans and,
6—80
TPD. See Total and permanent disability
Training requirements
Title IV administration, 2-18
Transactions
covered/excluded, 2-53
lower-tier, 2—136
Transfer credits, 361
Transfer-out rates, 2—72
Transfer students
Academic Competitiveness Grants and, 1-66,
3-64, 3-74
eligibility for additional funds, 5-53
financial aid history, I—44
grade level and, 3-97
from graduate to undergraduate program
during an academic year, 3-93
graduation and completion rate information,
2-72
Master Promissory Notes and, 4—7
National Science and Mathematics Access to
Retain Talent Grants, 3—64, 374
payment periods and, 3—12
Pell Grants and, 3—42
PLUS loans and, 3—-86
return of aid and, 5—48, 5—52
Stafford loans and, 3—86
transfer student monitoring process, 2—133
Travel Document, 1-24, 1-39
Trimesters, 3—4, 3-26. See also Terms, academic
Trust funds, FAFSA and, AVG—21
Tuition
as allowable cost, 3—17
full credit after leave of absence, 5—29
prepaid tuition plans, 3—121
qualified tuition programs, AVG—20
recalculation of, 347
waivers of, 2—-10
Tuition recovery funds, 2—141
Tutors, Federal Work-Study program jobs and,
6-29, 6—34, 6-39, 645, 6—45

25% ownership threshold, 2—54
240/270-day loan delinquency, 6-132

Two plus two programs, definition, 2-93
Two-year rule, 22, 2-6, 2-14, 2-65, 2-169

U

Unannounced program reviews, 2—162
Unclaimed funds, 4-70, 5-40
Undergraduate students
FAFSA definition, AVG—11
FSEOG definition, 1-77
Pell grants and, I-71
United States Citizenship and Immigration
Service. See also Citizenship
function of, 1-17
G-845 form, 1-27
I-551 forms and, I-25
interpreting the USCIS response, 1-28
U.S. Travel Document and, 1-24, 1-39
Updating application information. See Application
updates
U.S. Army loan repayment program, 6—106
U.S. Customs and Border Protection, 1-18, 1-22,
1-24, 1-39
U.S. Travel Document, 1-24, 1-39
U.S. Virgin Islands, 2-3, AVG—36
USCIS. See United States Citizenship and

Immigration Service

\Y

Vacation periods

Federal Work-Study program and, 6—33
Verification

adjusted gross income and, AVG—-81

after disbursement, AVG—88

by another school, AVG—78

codes, AVG—90

consumer information, 2—71

deadlines, AVG—-89

death and, AVG-78

disbursements and, 4—40
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documentation requirements, AVG—79, AVG—
88

e-signature, AVG—84

exclusions, AVG—-77

following disasters, AVG—79

of foreign income, AVG—83, AVG—87
HEROES Act modifications, AVG—79
holding Stafford loan funds for, 4-69
household size and, AVG—80, AVG—89
incarceration and, AVG—77

of income, AVG—-81

interim disbursements and, AVG—87
of joint tax returns, AVG—86

late disbursements and, AVG—90
Pacific Island residents and, AVG—78
Pell Grants and, AVG—87

PLUS loans and, AVG—87

Quality Assurance Program, AVG—76, AVG—77

questionable data, AVG—101

recent immigrants and, AVG—77

required items, AVG—79

required policies, AVG—75

return of aid and, 5—26

selected applications for, AVG—76

spousal information, AVG—77

status codes, AVG—90

taxes and, AVG—81

thirty-day deadline, 5-28

30% option, AVG—76

timing of signatures, AVG—79

tolerance, AVG—88

of untaxed income and benefits, AVG—84

updating items, AVG—89

worksheets, AVG—-91
Veterans

aid packaging for, 3-126

dependency status and, AVG—23

status of, 1-60, AVG—27
Veterans Affairs Student Work-Study Allowance

Program, 3—126
Veterans’ benefits, 2-122, AVG—16, AVG—22
Victims of human trafficking, 1-21, 1-24
Victims of Trafficking and Violence Protection
Act, 1-24

Virgin Islands, 2-3, AVG—36
Visas
machine readable immigrant visas, 1-24, 1-39
nonimmigrant, 1-21, 1-27
T-visas, 1-24
Vocational institutions. See Postsecondary
vocational institutions
Vocational rehabilitation
aid packaging, 3—128
Voluntary withdrawal from FSA participation,
2-168
Volunteer service
cancellation of loans, 6-106
deferment of loan repayment and, 6-93
Voter registration, 2—41
VTVPA. See Victims of Trafficking and Violence

Protection Act

W

W-2 form, AVG—15
Wages. See Earnings
Waivers
of allocation reduction, 6-9
audits, 2-152, 2-154
of collection costs, 6123
community service job requirements, 6—19
for disclosures, 2—71, 2—74
effects of, 2155, 5-36
of incarcerated student limitation, 2—11
institutional charges, 5-96
90/10 rule, 2-154, 2-158
qualifying for, 2-155
rescinding, 2—154
tuition, 2-10
Wards of the court, dependency status, AVG—23
Websites
Byrd scholarships, 1-81
Central Processing System, 5—24, AVG—98
for default rates, 2—134
Department of Education, 2-89
Department of Health and Human Services,
2-115
Department of Labor, 244
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E-App, 2-14
eMPN;, 47
Equity in Athletics Disclosure Act, 2-76
eZ-Audit, 2-160, 2-161
Family Educational Rights and Privacy Act,
2-69
Federal Student Aid, 1-1, 2-71
Fiscal Operations Report and Application to
Participate, 67
Free Application for Federal Student Aid,
AVG-3, AVG—4, AVG-98
IFAP, 2-120
Information _for Financial Aid Professionals, 5—24
Integrated Postsecondary Education Data
System, 2-73
Internal Revenue Service, 2—122
National Science and Mathematics Access to
Retain Talent Grants, 1-67
National Student Loan Data System, 141,
1-43, 2-131, 3—105, 5-106, 6-112
Selective Service, 1-58
Social Security Administration, 1-51
Weeks of instructional time, 32, 3-3, 3-7, 3-8,
3—62, 3-66
Welfare benefits, 6-88, AVG—15
WICHE. See State Scholars Initiative of the
Western Interstate Commission for Higher
Education
Willingness to repay, 1-76
Withdrawals. See also Return of aid
administrative, 5—48, 5-70
breaks and, 5—28
calculating the rate of, 2-135
case studies, 5—127

circumstances beyond the student’s control and,

5-70

clock-hour programs, 5-82, 5—122, 5-151
consumer information, 5-25, 5-67

credit balances and, 5—38

early implementation, 5-23

eligibility and, 1-10

enrollment and, 2—135

explanation of consequences to loan recipients,
5-33

failing grades and, 5—71

from FSA participation, 2—168

before funds are distributed, 5-26

general requirements, 5>—24

half-time enrollment and, 561

informal contact with a school employee and,
5-68

last date of attendance and, 573

leaves of absence and, 5—43, 548

from modular programs, 5—74

nonterm programs, 5—79

notification of, 5—67

overpayments and, 5101

payment periods and, 3—12
post-withdrawal disbursements, 4-56, 4-57,
4-58, 5-61, 5-85, 5-121, 5—128
post-withdrawal reduction in charges, 5-96
rates of, 2—135

recission of official notification and, 5-74
reentry and, 4-55, 543, 548, 5-167
requirements summary, 5—115

return of aid and, 2—-141, 5—66
satisfactory academic progress and, 2—-127
scheduled breaks and, 5—77

before school’s census date, 5-11, 524
school’s process for, 5—67

60% point-in-time, 5-23, 5-85

technical questions, 5—24

unofhicial, 5-61, 571, 5—143

Work-Colleges program. See also Federal Work-

Study program
allowable costs, 653
definition of, 6-52
transfer of funds, 6-10, 6—52

credit-hour programs and, 5-78, 5—119, 5-136
date of, 5—42, 5—66, 5-114, 5-130

death of student and, 5-76, 5-93, 5-94
disbursement and, 4-56, 4-57, 4-58, 561
documentation of, 567

Work “in the public interest,” 6—41
Workforce Investment Act, 3—20
Worksheets

data elements, 5—58
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EFC formulas, AVG—37, AVG—41, AVG—47,
AVG-59, AVG—67
FAFSA, AVG-13
FAFSA on the Web, AVG—3
for return of aid, 5—24
verification, AVG—91
Written agreements. See also Program Participation
Agreements
consortium, 2—94
contractual, 2—95
off-campus agreements for the Federal Work-
Study program, 6—43, 6—54
between schools, 2—93
Written reports, program reviews, 2—162

X

XML file format. See Extensible Markup Language

Y

Youth corps program, definition, 6-35
Youth with disabilities, definition, 6-107

Z

Zone alternative, financial responsibility standards,

2-146
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Introduction

This publication is intended for financial aid administrators and
counselors who help students begin the student aid process—filing the
Free Application for Federal Student Aid (FAFSA), verifying informa-
tion, and making corrections and other changes to the information
reported on the FAFSA.

” <

Throughout the Handbook we use “college,” “school,” and “institu-
tion” interchangeably unless we mean something specific. “Parents”
in this volume refers to the parents of dependent students, and “you”
refers to the primary audience of the Handbook: financial aid admin-
istrators at colleges. “We” indicates the United States Department of
Education.

We appreciate any comments that you have regarding the Appli-
cation and Verification Guide (AVG) as well as all the volumes of the
Federal Student Aid Handbook. We revise and clarify the text because
of questions and feedback from the financial aid community, so please
contact us at fsaschoolspubs@ed.gov to let us know how to improve the
Handbook so that it is always clear and informative.

CHANGES FOR 2008-09

We report on page 3 that the paper FAFSA is no longer available
for schools to order in bulk quantities (special orders of up to 50 cop-
ies are permitted), though students can still request individual copies
by calling the Federal Student Aid Information Center. We also note
that there is a new portable document format (PDF) version of the
FAFSA, in color or black and white, that anyone can download from
the Web.

While students can still correct their application online and file a
renewal FAFSA that has been prepopulated with data from the previ-
ous year’s application, Corrections on the Web and Renewal FAFSA
on the Web are no longer distinct applications, so these names will no
longer be used. Making corrections and filling out renewal applica-
tions will still occur on the FAFSA on the Web site. These changes ap-
pear in Chapters 1 and 5.

On page 4 we mention the new FAFSA4caster website for students,
which allows them to get an estimated EFC and aid package before
they apply for college.
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Also on that page we explain that the PIN will now be available im-
mediately for students and parents so that they can use it to sign the
application. Other uses of the PIN will be enabled after the applica-
tion passes the Social Security match.

On page 11 we revised the definitions of undergraduate and grad-
uate students in keeping with the new regulations dated Nov. 1, 2007.

On page 13 we note that, beginning with this award year, the ap-
plication will be rejected if the income earned from work exceeds the
threshold for filing a tax return and the person indicates that she will
not be filing a return.

Also beginning with this award year, the Federal School Code List
is no longer available in hard copy; students need to get school codes
from the search on the FAFSA on the Web site. The entire list will also
be available in PDF on www.ifap.ed.gov.

On page 31 we note that students can now list up to ten schools on
the Web applications, either FAFSA on the Web or FAA Access to CPS
Online. The number remains at four for the paper application.

Beginning with this award year, applications that are rejected only
because a signature is missing will generate an unofficial EFC that will
be available to state agencies and schools. We mention this on page

34.

In Chapter 3 we made the usual updates to the elements of the
EFC calculations.

In Chapter 4 we updated the verification worksheets and the line
items for the tax return, and we modified the margin note for the HE-
ROES Act to indicate that the provisions of that legislation have been
made permanent.
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The Application

Process:
FAFSA to ISIR

CHAPTER ]

The laws governing the Federal Student Aid (FSA) programs require that a person apply
Jor aid with a form provided by the U.S. Department of Education (ED) and that no fee
be charged for processing it. This form is the “Free Application for Federal Student Aid”

(FAFSA), and its online version is FAFSA on the Web.

To be considered for federal student aid, a student must complete
a FAFSA unless the only aid he wants to receive is a PLUS loan via his
parent. The FAFSA collects financial and other information used to
calculate the expected family contribution (EFC) and to determine a
student’s eligibility through computer matches with other agencies.

The FAFSA is the only form students must fill out to apply for
Title IV aid. A school cannot require extra information from students
except for verification or resolution of conflicting information. How-
ever, a school may require additional information for other purposes,
such as packaging private or institutional aid. If the school collects
additional information that affects Title IV eligibility, it must take the
information into account when awarding Title IV aid.

TYPES OF APPLICATIONS

Students can fill out a paper FAFSA, or they can apply electroni-
cally using FAFSA on the Web or, with their school’s help, FAA Access
to CPS Online. Students who applied in the previous year may be able
to use the Renewal FAFSA on the Web.

FAFSA on the Web (FOTW)

Students can complete an application online at www.fafsa.ed.gov
and submit it directly to the Central Processing System (CPS). They
can also correct any of their previously submitted data except for the

Social Security number (SSN). Help is available online, and students
can also call 1-800-4-FED-AID (1-800-433-3243).

Paper FAFSA

The paper FAFSA is no longer available for schools to order
in bulk quantities (limited orders of up to 50 copies are permit-
ted), but students can still request it from the Federal Student Aid
Information Center by calling 1-800-4-FED-AID. And there is now
another option: a submittable FAFSA in portable document for-
mat (PDF, in color or black and white), which students can get at
www.federalstudentaid.ed.gov. They can print the PDF and fill it out
by hand, or they can type their data on the PDF before printing.

Exception to FAFSA filing require-
ment

If the only federal aid a dependent stu-
dent wants to receive is a PLUS loan to
one of her parents, she doesn't have to
complete a FAFSA, but the parent will
need to complete a loan application
and promissory note. Also, the student
must still meet all the usual eligibility
criteria, and the parent must meet the
PLUS eligibility requirements. A student
must submit a FAFSA, however, fo re-
ceive a graduate PLUS loan.

FAFSA on the Web Worksheet

To make using the Web application
easier, ED makes available the FAFSA
on the Web Worksheet. The worksheet
can be printed from the website, and
schools can order bulk quantities on the
Web at www fsapubs.org.

Free CPS/SAIG technical
support for schools or their
destination points
1-800-330-5947
CPSSAIG@ed.gov
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Advantages of electronic filing
We strongly recommend electronic
applications over the paper FAFSA be-
cause of the following benefits:

e Faster processing

e Fewer errors and rejected applications
because internal and end-of-entry data
edits ensure that required fields are
completed and conflicts are resolved
prior to submission

e Skip logic, which helps “shorten” the
form by allowing applicants to skip over
questions that don't pertain to them

¢ Availability of online help

Websites for students
www.fafsa.ed.gov

-FAFSA on the Web

->Make corrections to the application
-Check status of application
-0nline SAR

www.pin.ed.gov
PIN website

www.studentaid.ed.gov
Higher education portal for students

www fafsadcaster.ed.gov

This website allows future college stu-
dents to estimate what their EFC might
be and what kind of federal student aid
they might be eligible for when they ap-
ply for aid. Students can later use the
data they input to populate their online
FAFSA.

FAFSA on the Web demo

You can use the FAFSA on the Web
demonstration fo train financial aid staff
or to show students how fo use the on-
line application. Go to
http://fafsademo.test.ed.gov and

type in eddemo for the user name and
fafsatest for the password.

FAA Access to CPS Online

You can submit a student’s application data at FAA Access to CPS
online (www.fafsa.ed.gov/FOTWWebApp/faa/faa.jsp). You can also
connect to the site through EDExpress.

Before submitting the data, print out the signature page/FAFSA
summary for the student (and parent) to sign. Alternately, you can
have the student fill out and sign a paper FAFSA, but to reduce the
need for paper applications, we recommend the former method. As
noted on page 33, you will need to retain either the signed signature
page/summary or signed FAFSA for your records, even if the student
doesn’t receive aid or attend your school.

The PIN

The FSA personal identification number (PIN), along with other
identifiers, gives students Internet access to their information in FSA
systems. Students (and parents) can get a PIN by going to the website
at www.pin.ed.gov or by choosing the option to apply for a PIN when
completing a FAFSA on the Web. Beginning with the 08-09 award
year, the PIN will be available to use immediately to sign the FAFSA;
once the application passes the Social Security Administration (SSA)
match, the PIN is fully functional. Applicants can use the PIN to:

4 clectronically sign a FAFSA on the Web or access and sign a renewal
FAFSA on the Web

4 correct their SAR online

4 see their EFC and other Student Aid Report (SAR) information as
soon as the FAFSA is processed

4 review their financial aid history as maintained in the National Stu-
dent Loan Data System (NSLDS)

4 access direct loan information and tools, including online entrance
and exit counseling

4 sign electronic promissory notes for direct loans

Students without a PIN will automatically receive one if their ap-
plication was signed, passed the data match (see the next page) with
the SSA, and had a complete address. They will receive a paper PIN
mailer with the number or an e-mail (if an e-mail address was given)
with a secure link to their PIN online.

Students should not give their PIN to anyone, and no school of-
ficial, financial advisor, or other person should ask for it or submit a
PIN request on behalf of a student or parent. The unauthorized use
of a PIN by anyone but the owner may result in the deactivation of the
PIN or the invalidation of signed documents, including FAFSAs and
promissory notes. See Dear Colleague Letter GEN-04-10.
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Pre-filled FAFSA

As of 2008-09, Renewal FAFSA on the Web no longer exists as a
separate application. Instead, when a renewal-eligible student who
had a valid application the year before enters her personal identifiers
on FAFSA on the Web, she will be asked if she wants to pre-fill some of
the application with data from the prior year. If she chooses that op-
tion, she can review each pre-filled item, correct any that has changed,
and provide new information as needed. Users who filled out the
FAFSA4caster form before January 11, 2008, also have the option of
pre-filling data on FAFSA on the Web. Aid administrators can use FAA
Access and a student’s data release number (DRN) to access a renewal
application.

In January and February 2008 most students will automatically re-
ceive a renewal reminder by e-mail if they provided an e-mail address
in the previous application year or by regular mail if they did not. The
reminder tells students that they can reapply for aid on the Web and
that if they forgot their PIN, they can retrieve it online.

PROCESSING THE FAFSA

If the FAFSA was submitted on paper, it goes first to the FAFSA
processor for data entry and then to the CPS. If the FAFSA was signed
and submitted on the Web, it goes directly to the CPS. If a Web ap-
plicant indicated she would sign electronically later or send a paper
signature page, the FAFSA goes to a signature hold file for up to 14
days. If some type of signature hasn’t been received in that time, the
application will be sent to the CPS but will result in a reject applica-
tion; it won’t be processed again until a signature is received. See the
next section on output documents.

FAFSA on
FAFSA the Web
FAA Access
to CPS
Pr':ﬁ:l;i?or Online Data
Matches

Social Security

Central Processing DHS
System (CPS) ngis

Selective Service
Veterans Affairs

Student
Aid Report

EFC

EFC

Pre-filled FAFSA and students
from Palau, the Marshall Islands,
and Micronesia

Because students from the above Pacific
islands, known collectively as the Freely
Associated States, are not eligible for a
PIN (for lack of an SSN), they can't pre-fill
data on FAFSA on the Web. But an FAA
can use FAA Access to CPS Online and
the student's DRN to enter and access
renewal applications for these students
if they meet the renewal application eli-
gibility requirements. An FAA will submit
the application using the same “888"
identifier that students used on their
2007-08 FAFSAs.

From FAFSA
to SAR/ISIR
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2008-09 Summary of Changes
for the Application Processing
System

This is posted each autumn. Go to
www.ifap.ed.gov and select “Ap-
plication Processing Materials” and
“2008-2009."

Reject example

Sioned is living with her boyfriend. She
reports on the FAFSA that she’s single,
but also reports her boyfriend's income
as spouse’s income earned from work.
Her application is rejected because

if she is not married, there should be
no entry for spouse’s income. She re-
ceives a reject reason code of 11 and a
comment explaining that she reported
contradictory information. Sioned must
submit a correction to blank out the
boyfriend’s income.

The CPS uses the application data to calculate the EFC and to
match against several databases: those of NSLDS, the Department of
Justice, the Social Security Administration, and the Department of Vet-
erans Affairs; the Department of Homeland Security’s database of non-
citizens and the Selective Service System registration database.

The CPS also checks the application for possible inconsistencies
and mistakes. For instance, if a dependent student reported the par-
ents’ marital status as married but reported the household size as “2,”
the edit checks would catch the inconsistency. Even when data is in-
consistent, the CPS may be able to calculate an EFC based on assump-
tions. For applications that your school submits through FAA Access,
you can anticipate certain assumptions and correct or override infor-
mation on the student’s FAFSA submission. Students who submit ap-
plications using FAFSA on the Web can also correct or override some
of the CPS edits before submitting the application.

OUTPUT DOCUMENTS: THE SAR AND ISIR

After processing is complete, the CPS produces output documents
or records that show the information the student originally provided,
the EFC, the results of the eligibility matches, and information about
any inconsistencies identified through the CPS edits. If the CPS was
unable to calculate an EFC, the output record will not show one.

There are two types of output documents: the Institutional Student
Information Record (ISIR), which is made available electronically to the
schools the student listed on the FAFSA (or adds later), and the Stu-
dent Aid Report (SAR), which is sent to the student or made available to
her online.

You will receive an ISIR for the student only if she includes your
school on her FAFSA. If your school is not listed, you can request an
ISIR for her through FAA Access if you have her DRN. The DRN ap-
pears in the upper right corner of the first page of the SAR and at the
top of the correctable pages. The DRN and PIN are different: the
DRN authorizes your access to the student’s application information;
the PIN is the student’s personal code, which she should give to no
one. A school may ask for the student’s DRN, but it should never re-
quest the PIN.

Schools are required to receive ISIRs and to accept SARs from stu-
dents, but they cannot require students to submit SARs to the school
in order to receive aid. We recommend making corrections electroni-
cally, via FAFSA on the Web (the student) or FAA Access (the school);
however, a school can require the student to use a SAR to make cor-
rections. If you don’t have an ISIR for a student who provided a SAR
or SAR Acknowledgement, you must use the SAR or the acknowledge-
ment to award and disburse the student aid. You must also ensure that
your school is added to the CPS record for the student (see page 98).

The SAR arrives in one of three ways. Students who give an e-mail
address, whether on a paper FAFSA or an electronic application (FAA
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Access or FAFSA on the Web), will receive an e-mail with a link to an
online SAR that they can access by providing their SSN, date of birth,
and first two letters of their last name. Students who don’t give an
e-mail address and who apply with a paper application will receive a
paper SAR. Students who apply electronically and don’t provide an
e-mail address will receive a SAR Acknowledgement, which has fewer
and less detailed comments than the SAR and which can’t be used for
corrections as the SAR can. If a student or parent signature is missing,
students will receive a rejected paper SAR.

The SARs and ISIRs include comment codes and text explaining
any questionable results from the matches and edits described above.
For some of these there will also be a C code, which you must resolve
before paying the student aid. For instance, if a student has defaulted
on a federal student loan, the SAR and ISIR will note this in several
places, including comments to the student and the NSLDS financial
aid history page.

For other problems, the SAR and ISIR will show that the student’s
application has been rejected and no EFC has been calculated. The
SAR will tell the student how to remove the reject by providing signa-
tures or more information or by correcting errors. Reject codes are
given in the FAA Information section, and a complete list of reject
codes is in The ISIR Guide 2008—-2009 at www.ifap.ed.gov.

DEADLINES

The application processing cycle lasts 18 months. For the
2008-09 award year, applications are accepted beginning January 1,
2008 and will be accepted through June 30, 2009.

The CPS must receive a student’s electronic FAFSA by June 30,
2009. A paper FAFSA must be legible, and it must be mailed to the
Federal Student Aid Programs address listed on the FAFSA in time for
the processor to receive it by June 30, 2009. There are no exceptions
to these deadlines. An electronic application cannot be received be-
fore January 1, 2008, and if it is received after June 30, 2009, it will not
be processed. A paper application received before January 1, 2008, or

after June 30, 2009, will be returned unprocessed with a letter of expla-

nation. Ifitis signed before and received after January 1, 2008, it will
be accepted, but the student will receive a rejected SAR asking him to
date and re-sign the SAR and return it for processing.

In addition to the above dates, the following are anticipated dead-
lines for the 2008-09 award year:

® Corrections on a paper SAR must be received by September 22,
2009.

¢ Corrections through FAFSA on the Web or FAA Access to CPS
Online must be received and accepted by the CPS before mid-
night (central time) on September 22, 2009.

Resources for aid administrators
For questions about EDconnect,
EDExpress, and Renewal FAFSAs, call
CPS customer service:

1-800-330-5947

TDD/TTY 1-800-511-5806

For bulk orders of FAFSAs, techni-

cal systems publications, and

more, visit the FSA Schools Portal at
www.fsadschools.ed.gov and click on
“Publications and How to Order.”

Deadline Date Notice

Every year the Department publishes in
the Federal Register a deadline notice
that provides all the processing dead-
line dates. When the official deadline
notice for the 2008-09 award year is
published, it will be available on the IFAP
website under “Federal Registers.”
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¢ Address and school changes through the Federal Student Aid
Information Center (FSAIC) can be made through September

22, 2009.

¢ A school must pay or offer to pay any disbursements for a stu-
dent if it receives a SAR or ISIR with an official EFC while she is
enrolled and eligible, but not later than September 29, 2009.

* To give a Pell grant to a student, a school must have a valid out-
put document (one with an EFC computed from correct data)
while the student is still enrolled for the award year or in the
timeframe the student qualifies for a late disbursement under
34 CFR 668.164(g) (4) (1), but no later than September 29, 2009.

¢ For students selected for verification (both ED-selected and
school-selected), the school must have verification documents,
and for Pell recipients a valid output document, no later than
120 days after the last day of enrollment or September 29, 2009,
whichever is earlier. Schools may set earlier deadlines for the
campus-based and loan programs.

For the deadlines above, the date the CPS processed the ISIR
transaction is considered to be the date the institution received the
ISIR. On the SAR, SAR Acknowledgement, and ISIR printout, the pro-
cessed date is above the EFC on the first page.
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CHAPTER 2

The FAFSA is the first step in the financial aid process. Because it’s
important to complete the form corvectly, this chapter discusses some of the

more difficult questions that arise. While the chapter more closely follows the
organization of the paper application, the guidance applies equally to FAFSA
on the Web. To see how FAFSA data are used to calculate the expected family

contribution, refer to Chapter 3.

The FAFSA is organized as steps, with each step consisting of
a group of related questions. In addition, the FAFSA contains
instructions and one page of worksheets for calculating amounts that
are entered in Steps 2 and 4.

As of the date the FAFSA is signed, it is considered a “snapshot”
of the family’s information that can be updated only in certain
circumstances and only for certain items; see Chapter 5.

This chapter provides guidance that supplements the application
instructions. Students can get similar counsel on filling out the FAFSA
on our website for students at www.studentaid.ed.gov. Where parents
are mentioned it refers to the parents of dependent students. In
parentheses are the numbers for the items as they appear on the paper
FAFSA, SAR, ISIR, and FAA Access.

STEP ONE: GENERAL STUDENT INFORMATION

Purpose: This section of the application identifies the student
and establishes his aid eligibility based on factors such as citizenship,
educational level, and Selective Service registration (see also Volume
1: Student Eligibility). Some questions are included to help the school
package awards and to eliminate the need for students to fill out a
separate state or school financial aid form.

B Student’s name (1-3). The name, along with other identifying
information, is used for several data matches. Because the U.S.
Department of Education (ED) matches the student’s name
and Social Security number (SSN) with the Social Security
Administration (SSA), the name here should match the one in
the SSA’s records.

B Permanent mailing address (4-7). This cannot be the school
address, with one exception: an incarcerated student may use his
college’s administrative address and, if he is submitting a paper
FAFSA, he will include with it a letter from the school indicating

FAFSA Steps 1-7

Step One—General student info

Step Two—Student's financial data

Step Three— Dependency questions

Step Four— Parent data (dependent
students)

Step Five—Household size
(independent students)

Step Six—Schools and school codes

Step Seven—Signaturel(s)

Completing the FAFSA

Information for students about complet-
ing the FAFSA is posted on the Web at
www.studentaid.ed.gov/completefafsa

You may wish to add a link from pages
that students use on your website to this
reference information. You can also
download FAFSA on the Web banner
graphics to use on your website. Go to
hitp://www.ifap.ed.gov/fafsa/
0330FAFSA4caster.himl
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STEP ]
Questions 8—-20
Student information

The SSN and certain Pacific is-
land residents

A student from the Repubilic of the
Marshall Islands, the Federated States
of Micronesia, or the Republic of Palau
(the Freely Associated States) is not re-
quired to have an SSN. These students
mail their FAFSA to the same address
as all other students. The CPS will as-
sign an identification number fo those
who indicate on the application that
their state of legal residence is one of
the above Pacific island groups.

For Pacific island students who have
been assigned an ID number in place
of an SSN by the Department, we
encourage them to use that number
throughout their financial aid years.

Same-sex marriage and the De-
fense of Marriage Act (DOMA)
According to the Defense of Marriage
Act (1996), “...the word ‘marriage’ means
only a legal union between one man
and one woman as husband and wife,
and the word ‘spouse’ refers only to

a person of the opposite sex who is @
husband or a wife.” Therefore, same-
sex unions are not considered mar-
riages for federal purposes, including
the FAFSA.

that he is incarcerated and is using the school’s address. If he

is applying on the Web, he should send the letter to the FAFSA
processor (the same address to which a paper FAFSA is sent) and
be sure that it contains his SSN.

Student’s SSN (8). With the exception noted in the margin, a
student must have an SSN to apply for federal student aid. If
she submits a FAFSA without an SSN, the FAFSA will be returned
to her unprocessed. To get an SSN or to determine what the
number is if the Social Security card was lost, she must contact
the local Social Security Administration office. Call the SSA at
1-800-772-1213 (TTY: 1-800-325-0778) for more information.

The student should be careful when entering her SSN; although
it can be corrected after the FAFSA is processed, the number
originally entered will always be used as her ID, and it is

likely to cause confusion and extra work for the financial aid
administrator if it doesn’t match the student’s SSN. While not
required, the student can solve the confusion by filing a new
original FAFSA using the correct SSN.

Student’s e-mail address (13). If the student provides this ad-
dress, he should get an e-mail with a link to his online SAR data
within one to three days after the CPS receives his application.
The Department will also use this e-mail address to correspond
with him regarding his application and PIN.

Citizenship status (14). Examples of noncitizenship categories
are given in the FAFSA instructions, and a detailed discussion

of citizenship issues can be found in Volume 1: Student Eligibility.
Only citizens or, for most programs, certain classes of noncitizen
are eligible for Title IV aid; however, a student should still submit
the FAFSA if she might be eligible for aid from institutional,
state, or private sources that do not require U.S. citizenship.

Student’s marital status (16 and 17). This is marital status “as of
today”—the day the application is signed. Marital status cannot
be projected or updated during the award year.

Student’s state and date of legal residence (18-20). This
information is used in the EFC calculation to determine the
appropriate allowance for state and other taxes.

It also indicates which state agency should receive the student’s
FAFSA information. States have varying criteria for determining
whether the student is a resident for purposes of their financial
aid. However, residing in one state for four years will meet any
state’s criteria. Therefore, a person answering “Yes” to question
19 will likely meet the residency requirements of the state
reported in question 18, while the state eligibility for a person
answering “No” will depend on the date reported in question 20
and the state’s requirements.
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Student’s grade level at the start of the school year (24). Note
that grade level is not based on the number of years the student
has attended college but on work completed toward the degree/
certificate. For instance, a full-time student might attain second-
year grade level after one year of study, while a half-time student
would take two years to reach that level. Note too that grade
level is not the same as the Title IV academic year used in the
ACG and National SMART Grant programs.

Enrollment status (25). The student indicates whether at the start
of the academic year she plans to attend full time, three-quarter
time, half time, less than half time, or she doesn’t know. This
information will help the college package her aid. A student
who is applying to more than one school should provide the
enrollment status for the school she is most likely to attend.

Types of aid (26). The student indicates what types of aid, in
addition to grants, she is interested in receiving. This helps the
school in packaging her award. If she isn’t sure about wanting
loans or work-study, she should answer “don’t know” so she will
be considered for those types of aid that are available; later she
can decline any aid she doesn’t want. If a dependent student
doesn’t want to take out a loan but her parents want to geta
PLUS loan, she should give an answer that doesn’t exclude loans.

First bachelor’s degree (28). The FAFSA asks if the student

will have a first bachelor’s degree before July 1, 2008, because
eligibility for Pell, ACG, National SMART, and Federal
Supplemental Educational Opportunity grants (FSEOGs) is
almost exclusively restricted to students who have not received

a bachelor’s degree or completed the requirements for one.

See “Pell Grants” in Chapter 7 of Volume 1: Student Eligibility
regarding degrees from unaccredited and foreign schools, which
can count as bachelor’s degrees for Pell and FSEOG eligibility.

Highest level of school completed by student’s parents (29

and 30). Some state agencies use this information to award
grants and scholarships. Father and mother are defined here
as the student’s birth or adoptive parents but not stepparents,
guardians, or foster parents. This definition is unique to these
questions—all others use the definition on page 3 of the FAFSA.

Conviction for possessing or selling illegal drugs (31). Students
convicted of a federal or state offense of selling or possessing
illegal drugs that occurred while they were receiving federal
student aid should still complete and submit the FAFSA because
they may be eligible for federal aid, and even if they aren’t, they
may be eligible for state or institutional aid.

Students who fill out their FAFSA online and answer “Yes” to
question 31 will immediately receive a series of questions to
determine their eligibility.

STEP ]
Questions 24-31
Student information

Undergraduate student definition
A student who is enrolled in a program
of study that usually does not exceed
four academic years or is enrolled in a
longer program that is designed fo lead
to a first degree at the baccalaureate
level. A student enrolled in a program
that lasts longer than five years is con-
sidered an undergraduate for only the
first four years.

For the purpose of the FSEOG, Pell Grant,
ACG, and National SMART Grant pro-
grams, a sfudent is an undergraduate
only if he has not earned, or completed
the requirements for, a bachelor’s or
professional degree. Students enrolled
in a postbaccalaureate program as de-
scribed in 34 CFR 690.6 are still under-
graduates for the purpose of Pell grants.

Students enrolled in dual degree pro-
grams that confer a bachelor's degree
and either a graduate or first profes-
sional degree are undergraduates for at
least the first three years of the program.
The school determines at what point af-
ter three years the student ceases o be
an undergraduate.

34 CFR 668.2(b)

Graduate or professional student
definition

A graduate student is one who: is

not receiving aid as an undergradu-
ate for the same period of enrollment;
is enrolled in a program above the
bachelor's level or one leading to a first
professional degree; and has com-
pleted the equivalent of at least three
academic years of full-time study, either
before entrance into the program or as
part of it.

34 CFR 668.2(b)
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STEP 2

Questions 32-34
and 76-78
Tax return filed

Income and assets citations
HEA Sec. 480(al), (b), f), (g).

Income earned from work and
the IRS 1040 form

The FAFSA instructs the applicant o sum
lines 7,12, and 18 of the 1040 form and
box 14 of Schedule K-1 (Form 1065) as
an option for determining the income
earned from work. But when the values
of lines 12 or 18 are negative, this will
reduce the total and can wrongly affect
the Social Security allowance. If values
from lines 12 or 18 are negative, treat
them as zero when determining the in-
come earned from work.

Students who fill out a paper FAFSA and answer “Yes” to this
question will receive a worksheet with their SAR to determine
whether the conviction affects their eligibility for federal student
aid. If the date the student regains eligibility falls before July

1, 2008, the worksheet will instruct the student to change the
response to a “1,” indicating full eligibility for the award year.

If the date falls between July 1, 2008, and June 30, 2009, the
student will not be eligible for part of the award year and will
need to change the response to a “2.”

If the eligibility date falls after June 30, 2009, the student’s
response will remain a “3.” The student will not be eligible for
federal aid during the entire award year unless he completes

a qualified drug rehabilitation program. See Volume I: Student
Eligibility for more on drug convictions and eligibility.

A student who leaves question 31 blank cannot be paid Title IV
aid until he responds by submitting a corrected SAR or ISIR.

STEP TWO: STUDENT/SPOUSE INCOME AND ASSETS
Purpose: Questions 32—47 ask for the student’s (and spouse’s)
income and assets. Step Four collects similar information about
parents’ income and assets, so the following discussion pertains to
parents as well as the student and spouse. Income, assets, and living
allowances are used to calculate the student’s portion of the EFC.

If the student or the student’s parent wasn’t married in 2007 but
is married at the time the application is signed, the applicant also
needs to provide income and asset information for the new spouse.
If the student or the student’s parent was married in 2007 but is
now separated or divorced, or the spouse has died at the time the
application is signed, the student or parent doesn’t provide income
and asset information for that spouse, even though the information
may be on the 2007 tax forms.

The FAFSA asks for income and taxes paid for the “base year,”
which for 2008-09 applicants is the 2007 tax year, so the questions
refer to lines on 2007 IRS tax forms. Data from the completed tax
year is used as a predictor of the family’s financial situation for the
current year. If 2007 tax data is not available yet, best estimates can be
used on the application, though the student may need to correct them
later if they differ from the tax return.

The FAFSA also collects information for certain investments and
other assets. Applicants only report the net worth of assets, instead of
reporting the value and debt. They should report asset amounts as of
the date the application is signed.

B Tax return filed (32-34, 76-78 for parents). These questions ask
if a 2007 tax return was completed, which return was or will be
filed, and whether the student or parents were eligible to file
a 1040A or 1040EZ. The CPS uses this information in part to
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identify if the student is eligible for the simplified needs test or
the auto zero EFC (see margin note on page 19).

B Adjusted gross income (AGI) and other tax data (35-39, 79-83

for parents). Dependent students report these items for their
parents. Each question gives the line reference to the 2007
IRS tax forms, so it will be easier for students to complete

these questions if they’'ve already completed their tax return.
The student can also estimate answers, but if the estimated
information is wrong, she might have to correct it when the tax
return is filed. The worksheet on page 14 can help students
estimate their tax information.

Students or parents who filed a joint return but are divorced,
separated, or widowed when the application is signed won’t
be able to copy the information from the tax forms. Instead,
they must figure out how much of the income and taxes paid
is attributable to them (not their spouses). For more on this
calculation, see “Using a joint return to figure individual AGI
and taxes paid” in Chapter 4.

If the student, spouse, or parents were not required by IRS rules
to file a tax return, the student should still report any income
earned from work in lines 38-39 (student and spouse) and/or
lines 82-83 (parents). The W-2 form and other records should

be used to determine these amounts. Income earned from work

is normally used to calculate an allowance for the additional

costs incurred for working families, but if no tax return was filed,

it will also be used in place of AGI. Beginning in 2008-09, the
application will be rejected if a nonfiler’s work income is above

the tax filing threshold. Work income is used as well to calculate

the offset for the Social Security tax (FICA).

For a fiscal year tax return, as opposed to one for the calendar

year, the applicant should report information from the fiscal year

return that includes the greater number of months in 2007.

If the student or parents filed a tax return using something other

than a common IRS form, such as a foreign or Puerto Rican
tax form, the student should report on the FAFSA the amounts
(converted to U.S. dollars) from the lines of the form that
correspond most closely to those on the common IRS forms.

Worksheets A, B, and

Untaxed income appears on the worksheets included with the
FAFSA. The applicant doesn’t submit these but reports their

totals in questions 40—42 (student/spouse) and 84-86 (parents).

The EFC formula adds to income the totals from Worksheets A
and B and subtracts the total from Worksheet C.

STEP 2

Questions 35-39
and 79-83
Income

Fiscal year return example
Owen'’s parents file a fiscal year tax
return. They start their fiscal year in
September. The return they filed for the
fiscal year starting in September 2006
includes eight months in 2007. The
return theyll file for the fiscal year start-
ing in September 2007 only includes
four months of 2007. Therefore, they
should use the information from the tax
return for the fiscal year that started in
September 2006.

Other tax forms

The following tax forms are considered
alternatives to a U.S. Form 1040A and
1040EZ: the income tax returns required
by the tax codes of the Commonwealth
of Puerto Rico, Guam, American Samoa,
the U.S. Virgin Islands, the Republic of
the Marshall Islands, the Federated
States of Micronesia, or the Republic

of Palau. Information from these tax
returns would be reported on the

FAFSA in the same manner as U.S. tax
information, and copies of these forms
can be used for verification in the same
way as U.S. tax forms are. Amounts
are already reported in U.S. dollars and
the school should look at tax return line
items that are comparable to the IRS line
items for verification.

The earned income credit and
tax filing

Students and parents of dependent
students who are eligible for the EIC
are encouraged fo file a tax return and
claim the credit.
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AGI Worksheet for those who have not completed a tax return

Use this worksheet to estimate adjusted gross For question 35 For question 79
income (AGI) if you have not completed a tax return. Student/Spouse Parent(s)
Wages, salaries, tips, etc. $ 00 S .00
Interest income + 00 *t .00
Dividends w 00 *t .00
Other taxable income (alimony received, business and farm income,

capital gains, pensions, annuities, rents, unemployment compensation,

Social Security, Railroad Retirement, and all other taxable income) + 00 + .00
Add all of the numbers in the column = 00 = .00
Subtract IRS-allowable adjustments to income (payments to IRA

and Keogh Plans, one half of self-employment tax, self-employed

health insurance deduction, interest penalty on early withdrawal

of savings, and alimony paid) - 00 — .00
TOTAL — Write this amount in question 35

or79: $ 00| $ .00

Zero income

Occasionally an applicant will report no income for the base year. This can occur when the family has
tax write-offs that produce a negative AGI or when the applicant neglected to report untaxed assistance.
Zero income is noted in our CPS edits and may increase the likelihood that the applicant will be selected
for verification. If the CPS does not select the student for verification, you may still choose to ask her for
further information about her means of support during the base year. Also, you may use professional
judgment (P)) to adjust the income line items to reflect income the family receives that doesn’t appear
on the tax return.

Any cash support for the student, other than support from a parent for a dependent student, counts

as untaxed income and must be reported on Worksheet B. In-kind help (see p. 18) from a friend or
relative—for instance, using a room at an aunt’s house and eating meals with her family—is not con-
sidered untaxed income, but you may use PJ to account for the value of that in-kind support (by adjusting
the room and board component of the cost of attendance, for example).
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B Worksheet A (40 and 84) asks for several types of untaxed income
and benefits that are typically associated with the neediest house-

holds; this worksheet helps aid offices to identify applicants who
might have high financial need.

Two of the items to be reported on this worksheet appear on the

tax form, even though they are not taxed: the earned income
credit (EIC) and the additional child tax credit. If parents file
a joint tax return and qualify for the EIC but then separate

or divorce before the student files the FAFSA, the parent with
whom the student lived longer in the last 12 months would
determine his portion of the EIC by using the tax table or
proportional distribution calculations.

Some income that is not reported on the tax return should also
be reported on Worksheet A:

=> Welfare benefits, including Temporary Assistance for Needy
Families (TANF). TANF is the name for the state-administered
plans that replaced Aid to Families with Dependent Children
(AFDC or ADC). Rent subsidies for low-income housing,
however, are not counted on the FAFSA.

=> Untaxed Social Security benefits. Worksheet A asks for “Social
Security benefits received that were not taxed.” Tax filers can
determine this amount from the IRS form 1040 by subtracting
the taxable portion of Social Security benefits from the total
amount. When a parent receives benefits on behalf of the
student, they are counted in the parent’s column.

Worksheet B (41 and 85) collects information about other
untaxed income and benefits. Some types of income are
reported on the tax form even though they aren’t taxed.
Again, a student who hasn’t filed a return will have to estimate
these amounts, and students or parents may need to separate
information from a joint return.

Worksheet B items that are drawn from tax forms are:

- Payments to tax-deferred or sheltered pension and savings
plans (paid directly or withheld from earnings). This includes
untaxed portions of 401 (k) and 403(b) plans. These types

of payments are listed in boxes 12a through 12d of the W-2
and will have one of the following codes: D, E, F, G, H, or S.
Note that employer contributions to these plans shouldn’t be
reported as an untaxed benefit.

=> Deductible IRA or Keogh payments. If the student, spouse,

or parent can exclude from taxation payments to an IRA or
Keogh, those payments are reported as untaxed income. These
amounts appear on the tax return.

STEP 2

Worksheets A & B
Untaxed income

Box 14 items on the W-2

Schools are not required to review in-
come listed in box 14 of the IRS's W-2
form. There are a few reasons for this:
several of the items that the IRS suggests
could be reported in box 14 are cap-
tured already on the FAFSA (in adjusted
gross income or on Worksheet B, for in-
stance); also, employers could include in
box 14 certain nonelective pension plan
contributions, and non-elective contribu-
tions should not be counted in the need
analysis; finally, because no employer

is required fo provide information in box
14, it is unlikely that employers will be
consistent in what they report there.

But if you are aware that a box 14 item
belongs on Worksheet B—i.e., if it repre-
sents discretionary income—you should
include it in the appropriate space on
the worksheet. For example, clergy
parsonage allowances often appear

in box 14, and you would count that on
Worksheet B.

AVG-15



Application and Verification Guide 2008-09

STEP 2

Worksheet B
Untaxed income

Combat pay

For students or parents with combat
pay, the full amount must always be
counted as income earned from work.
If the person files a tax return, any un-
taxed portion should also appear on
Worksheet B. If he does not file a tax
return, none of his combat pay should
be on Worksheet B—it should only ap-
pear as income earned from work. This
is because income earned from work is
used in place of AGI when the student
is not a tax filer, so putting combat pay
on Worksheet B would yield a double
counting of funds. See Dear Colleague
Letter GEN-05-16.

Cash support (reported on Work-
sheet B)

Support includes money, gifts, and
loans, plus housing, food, clothing, car
payments or expenses, medical and
dental care, and college costs paid for
on the student's behalf.

=> Tax-exempt interest income. Certain types of interest, such as
interest on municipal bonds, are tax-exempt. This amount is on
line 8b on both the 1040 and 1040A forms.

-> Foreign income exclusion. If a U.S. tax filer earns foreign
income, part of it might not be taxable, so the FAFSA instructs
the applicant to include the untaxed amount (from line 45 of
Form 2555 or line 18 of Form 2555EZ) on Worksheet B.

=> Untaxed IRA distributions and pension or annuity payments.
A tax filer determines how much of his IRA distribution or
pension or annuity payment is taxable when he completes
his tax return. The applicant reports the untaxed portion on
Worksheet B but should not include rollovers (transfers of
funds from one IRA to another). Worksheet B explains how to
determine the untaxed amount from the tax return.

=> Credit for federal tax on special fuels—nonfarmers only.
Certain tax filers can claim a credit for excise taxes they paid on
some kinds of fuels. IRS Form 4136 is used to claim this credit,
and Worksheet B directs the applicant to copy information from
that form.

Worksheet B income not reported on the tax return:
=> Child support received for all children.

-> Housing, food, and other living allowances. Some people,
particularly clergy and military personnel, receive these
allowances as compensation for their jobs. Money received to
pay for rent should also be reported, as should the free use of a
house or apartment (the rent or market value of a comparable
house or apartment can be used). Similarly, if the student
received free room or board in 2007 for a job that was not
awarded as student financial aid (including resident advisor
positions that provide free room and board as part of the
student’s non-need-based employment compensation), she must
report the value of the room and board as untaxed income. Do
not, however, include rent subsidies for low-income housing.

=> Veterans’ noneducation benefits. This includes disability, the
death pension, Dependency & Indemnity Compensation (DIC),
and VA educational work-study allowances.

=> Any other untaxed income not reported elsewhere. This can
include disability, worker’s compensation, combat pay, interest
income on education IRAs, untaxed portions of railroad
retirement benefits, black lung benefits, refugee assistance, the
untaxed portion of capital gains, and foreign income that wasn’t
taxed by any government.

=> Cash support. The student reports any cash support he has
received, except support from his parents if he is dependent.
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The student also must report any money paid to someone

else on his behalf. For example, if a friend or relative pays

his electric bill or part of his rent, he must report the amount
as untaxed income. If he is living with a friend who pays the
rent and the student’s name is on the lease, the rent paid on
his behalf counts as cash support because he is responsible for
payments that his friend is making. Note that the column for
parents’ information is marked out for this line item—only the
student reports this information.

Tips on reporting benefits:

The applicant reports the actual amount of benefits received
during the year in question, even if the amount is an underpay-
ment or an overpayment that will be corrected in the next year.
However, if the underpayment or overpayment was adjusted in
the same year, only the net amount received during that year
would be reported.

Benefits the student or parent receives on behalf of anyone
included in his FAFSA household size count as income to him
unless the person (e.g., a grandmother) receives the benefits in
her name. Such a person is not included in the household size if
benefits in her name total more than half of her support.

Income and benefits NOT to be included on Worksheet B:

=> Student aid is accounted for in packaging aid (see Volume 3:
Calculating Awards and Packaging) and does not count as income
or a benefit in the calculation of the EFC. Student aid includes
tuition benefits a parent receives for a dependent (for example,
from the parent’s employer). Note that student aid that was
included in the AGI is reported separately as an exclusion on
Worksheet C so that it can be subtracted from income.

=> Payments and services received from states for foster care or
adoption assistance, under Part A or Part E of Title IV of the
Social Security Act.

=> Per capita payments to Native Americans. Money received in
2007 from the Per Capita Act or the Distribution of Judgment
Funds Act should not be reported unless it exceeds $2,000 per
payment. Any amount over that is reported as untaxed income.

-> Heating/fuel assistance. This includes payments or allowances
received under the Low-Income Home Energy Assistance Act
(LIHEA). Payments under the LIHEA are made through state
programs that may have different names.

=> Flexible spending arrangements. These are employee
benefit programs, sometimes called “cafeteria plans.” Neither
contributions to nor payments from these programs should be
counted as untaxed income.

STEP 2

Worksheet B
Untaxed income

Dependent benefits examples
Laurel's adopted son, Paul, receives
Social Security benefits, but because
he’s a minor, the benefits are paid to
Laurel on his behalf. She has to report
these benefits as her untaxed income
when she completes her FAFSA, even
though the benefits are for Paul.

Stanislaw’s uncle Yvor lives with him and
receives a small disability payment each
month. This amount is paid directly fo
Yvor, so Stanislaw doesn't report it as
income when he completes the FAFSA.
The payment is small enough that
Stanislaw is still providing more than
half of Yvor's support, and because he
expects fo continue to provide more
than half support during the award
year, he includes Yvor as a dependent
in his household size. However, starting
the July after the current award year,
Yvor expects to also start receiving

a pension. The combination of the
pension and the disability payment

will be enough that Stanislaw won't be
providing more than half of his uncle’s
support and therefore won't be able to
include Yvor in his household size after
this award year.

Independent student with
parental support example

Doug is a graduate student, so he's
independent even though he still lives
with his parents and has no income of
his own. Although the FAA at his school
cant make him a dependent student,
she decides to use professional judg-
ment fo add an amount to his untaxed
income fo account for the in-kind sup-
port his parents provide.
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STEP 2

Worksheet C
Excluded income

Examples of in-kind income (not
reported)

e Food Stamp Program

e \WWomen, Infants, and Children Pro-
gram (WIC)

e Food Distribution Program

e National School Lunch and School
Breakfast programs

e Commodity Supplemental Food Pro-
gram (CSFP)

e Special Milk Program for Children

e Daycare provided by the Social Servic-
es Block Grant Programs (if the recipient
receives reimbursement for childcare
expenses, that amount is reported as
income)

o WIA (formerly JTPA) educational ben-
efits

* Rollover Pensions

¢ Payments and services received from
states for foster care or adoption assis-
tance, under Part A or Part E of Title IV of
the Social Security Act

Child support payments example
Steven and his wife each have a child
from a previous relationship who
doesn't live with them and for whom
they pay child support. Because Steven
provides over half of his daughter's sup-
port through his payments, he counts
her in his household size. Therefore,

he doesn't report the amount of child
support he pays in Worksheet C on his
FAFSA. Steven's wife isn't providing over
half of her son’s support, so he isn't
included in Steven’s household size.
Therefore, Steven can report the amount
of child support his wife pays in Work-
sheet C.

=> In-kind support. In-kind support is other than money, for

example, friends or relatives giving the student food or allowing
him to live with them rentfree. That support isn’t included as
untaxed income, though you may use professional judgment
(e.g., by reducing the cost of attendance or increasing income)
with students who receive such in-kind support. This is not the
same as housing and other allowances received as compensation
for a job, which, as stated earlier, must be reported. If the
student is living with someone who is paying living expenses,

it can be difficult to determine whether the support is cash
support or in-kind support. The basic rule is: if someone pays

a cost that the student is obligated to pay, the amount counts as
cash support. See examples in the margin.

Worksheet C (42 and 86) collects information on items that are
included in taxable income on the tax return but are excluded
from income when calculating the EFC. The applicant doesn’t
subtract these from the AGI reported on the form but lists
them separately on Worksheet C. The total from the worksheet
is then reported on the FAFSA. The CPS subtracts that total
from the AGI. Having the AGI from the tax return listed on the
application makes verification easier.

Worksheet C items that can be found on tax forms are:

=> Education tax credits. These are the Hope and Lifetime

Learning tax credits; the FAFSA refers to the pertinent lines on
the tax return.

-> Taxable earnings from need-based work programs. These are

earnings from any need-based work program including FWS and
need-based employment portions of fellowships or assistantships.
The student might have received W-2s for these earnings.
Otherwise, she will need to use any other records she received
showing how much she earned.

=> Student grant and scholarship aid. A student reports on

Worksheet C only the amount of grants and scholarships
received that is included in taxable income. This includes grant
and scholarship (not employment) portions of fellowships and
assistantships. Be sure to include any AmeriCorps benefits
(awards, living allowances, and interest accrual payments)
except those for health care or child care. For grant and
scholarship aid that is part of the taxable income, the tax filer
usually writes the amount separately on the tax form next to
the line where wages and other earnings are reported. If the
information was reported this way, the student can copy that
amount from the tax form.

Not from tax forms, but to be reported in Worksheet C:

=> Child support payments made during 2007 because of divorce,

separation, or legal requirement by the student, spouse, or
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parent whose income is reported on the FAFSA are reported on
Worksheet C. However, don’t include child support paid for a
child included in the household size reported on the FAFSA.

B Assets (4345, 87-89 for parents). An asset is property that

is owned by the family and has an exchange value. A student
or parent does not report as assets possessions such as a car, a
stereo, clothes, or furniture.

The FAFSA collects current (as of the day of signing the FAFSA)
data about three types of assets in addition to cash, savings, and
checking accounts: investments, businesses, and investment
farms. Most assets are investments; examples include college
savings plans, Coverdell savings accounts, real estate, installment
and land sale contracts (including mortgages held), trust funds,
mutual funds, money market funds, UGMA and UTMA accounts,
certificates of deposit, stocks, stock options, bonds, commodities,
and precious metals. If the assetisn’t a business or investment
farm, it should be reported as an investment.

A family’s principal place of residence is not reported as an asset,
even if it is part of a business. Neither is a family farm reported
as an asset—only investment farms are (see the margin note).

The FAFSA asks for the net worth of investments, which is their
total current market value minus their associated debts. If their
net worth is negative, the student reports a zero.

Similarly for businesses and investment farms, the current net
worth is reported for land, buildings, machinery, equipment,
livestock, and inventories. The current market value of a
business or investment farm is reduced by the debt owed on it
to determine the net worth. Business or farm debt means only
those debts for which the business or farm was used as collateral.

Family-owned and controlled small businesses (which can
include farms) that have 100 or fewer full-time or full-time
equivalent employees do not count as an asset.

Excluded assets—not reported on the FAFSA:

-> Pensions and whole life insurance. The value of a pension is
not counted as an asset, but pension distributions do count as
income—they appear in the AGI if taxable and on Worksheet B
if untaxed. The cash value or equity of a life insurance policy
(often called a whole-life policy) isn’t reported as an asset.

-> Excluded assets for Native American students. The law

explicitly excludes reporting any property received under the
Per Capita Act or the Distribution of Judgment Funds Act (25
U.S. Code 1401, et seq.), the Alaska Native Claims Settlement
Act (43 U.S. Code 1601, et seq.), or the Maine Indian Claims
Settlement Act (25 U.S. Code 1721, et seq.).

STEP 2

Questions 43-45
and 87-89 Assets

Simplified needs test

The law provides a “simplified

EFC” calculation for a student who
meets certain income and tax-filing
requirements. If the applicant is

eligible based on the information on
the FAFSA, the CPS will automatically
exclude assets from the EFC calculation.
However, some states and schools
require this information for their own aid
programs.

Family farm

A farm (including equipment, livestock,
efc.) isn't reported as an investment on
the FAFSA if:

e it is the principal place of residence for
the applicant and the applicant’s family,
and

* the applicant (or parents of a
dependent applicant) materially
participated in the farming operation

Rental properties

Rental properties are an asset. A unit
within a family home that has its own
entrance, kitchen, and bath (a rented
bedroom would not count therefore)
and that is rented fo someone other
than a family member, counts as an
asset. To calculate its net value, multiply
the net value of the entire structure by
the fraction the rented space represents.
Similarly, if a family owned a ten-unit
apartment building and lived in one of
the apartments, 9/10 or 90% of the net
value of the building would be an asset.

At times a student or parent will

claim rental property as a business.
Generally, it must be reported as real
estate instead. A rental property would
have to be part of a formally recognized
business to be reported as such, and

it usually would provide additional
services like regular cleaning, linen, or
maid service.
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STEP 2

Qualified tuition
programs

UGMA and UTMA accounts

The Uniform Gifts and Uniform Transfers
to Minors Acts (UGMA and UTMA) allow
the establishment of an account for gifts
of cash and financial assets for a minor
without the expense of creating a trust.
Because the minor is the owner of the
account, it counts as his asset on the
FAFSA, not the asset of the custodian,
who is often the parent.

Qualified education benefits

The HERA grouped qualified tuition programs (QTPs, also known as section 529 plans
because they are covered in section 529 of the IRS tax code) and Coverdell educa-
tion savings accounts in the new category of qualified education benefits, which all
have the same treatment: these savings vehicles are an asset of the owner (not the
beneficiary because the owner can change the beneficiary at any time), but they are
excluded as an asset when the owner is a dependent student.

States, their agencies, and some colleges sponsor plans known in the IRS tax code as
qualified tuition programs. The IRS mentions two types of QTPs that are commonly
called prepaid tuition plans and college savings plans. States may offer both plan
types, but colleges may only sponsor prepaid tuition plans.

Prepaid tuition plans allow a person to buy tuition credits or certificates, which
count as units of attendance. The number of units doesn’t change even though
tuition will likely increase before the beneficiary gets to use the tuition credits. Prior
to the HERA, prepaid tuition plans were estimated financial assistance; they are

now an asset of the plan owner, and their worth is the refund value of the credits or
certificates.

College savings plans allow a benefactor to deposit money into an account that

will be used for the beneficiary’s college expenses. The buyer does not prepurchase
tuition credits as with a prepaid tuition plan. Rather, this type of plan is essentially a
savings account, and its value as an asset is the current balance of the account.

Coverdell education savings accounts, or ESAs, are another tax-advantaged savings
vehicle for college education. They are treated the same as college savings plans:
the current balance is an asset of the account owner.

As long as distributions from QTPs and ESAs do not exceed the qualified education
expenses for which they are intended, they are tax free, so they will not appear in
the next year's AGl. They should not be treated as untaxed income or as estimated
financial assistance. For more information on these benefits, see the IRS's Publica-
tion 970, Tax Benefits for Education.

Reporting “take-back” mortgages

In a take-back mortgage, the seller of a house finances a portion of its cost for the
buyer, who repays this additional mortgage to the seller. The seller reports the
interest part of any payments received from the buyer on Schedule B of IRS Form
1040. Therefore, if a student or his parents report such interest on the tax return, it
likely indicates an asset that should be reported on the FAFSA: the value of the take-
back mortgage. There would be no debt reported against this asset. For example,
if a dependent student’s parents sold their house for $200,000 and financed a take-
back mortgage of $40,000 to the buyer, the parents should report $40,000 as the
net worth of the investment. The worth will decrease each year depending on how
much of the principal the buyer paid back that year. This concept applies to other
forms of seller financing of the sale of a home or other property.
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Reporting trust funds
Trust funds in the name of a student, spouse, or parent should be reported as that person’s asset on the application, generally even
if the beneficiary’s access to the trust is restricted. If the settlor of a trust has voluntarily placed restrictions on its use, then the
student should report its present value as an asset, as discussed below. If a trust has been restricted by court order, however, the
student should not report it. An example of such a restricted trust is one set up by court order to pay for future surgery for the vic-
tim of a car accident.

How the trust must be reported depends on whether the student (or dependent student’s parent) receives or will receive the inter-
est income, the trust principal, or both. In the case of a divorce or separation where the trust is owned jointly and ownership is not
being contested, the property and the debt are equally divided between the owners for reporting purposes unless the terms of the
trust specify some other method of division.

Interest only
If a student, spouse, or parent receives only the interest from the trust, any interest received in the base year must be reported as in-
come. If the interest accumulates and is not paid out, the recipient must report an asset value for the interest she will receive. The
trust officer can usually calculate the value of the interest the person will receive while the trust exists. This value represents the
amount a third person would be willing to pay for the interest income.

Principal only
The person who will receive only the trust principal must report as an asset the present value of his right to that principal. For
example, if a $10,000 principal reverts to a dependent student’s parents when the trust ends in 10 years and the student is receiv-
ing the interest, he would report the interest he received as income and report as a parental asset the present value of his parents’
rights to the principal. The present value of the principal can be calculated by the trust officer; it's the amount that a third person
would pay for the right to receive the principal 10 years from now—nbasically, the amount that one would have to deposit now to
receive $10,000 in 10 years.

Both principal and interest
If a student, spouse, or parent receives both the interest and the principal from the trust, the student should report the present
value of both interest and principal, as described in the discussion of principal only. If the trust is set up so that the interest accu-
mulates within the trust until it ends, the beneficiary should report as an asset the present value of the interest and principal that
she is expected to receive when the trust ends.

Ownership of an asset
In some cases the ownership of an asset is divided or contested, which can affect how the student reports the asset:

Part ownership of asset
If the parent or student has only part ownership of an asset, the student should report only the owned part. Generally the value of
an asset and debts against it should be divided equally by the number of people who share ownership unless the share of the asset
is determined by the amount invested or the terms of the arrangement specify some other means of division.

Contested ownership
Assets shouldn't be reported if the ownership is being contested. For instance, if the parents are separated and can't sell or borrow
against jointly owned property because it's being contested, the parent reporting FAFSA information would not list any net worth
for the property. However, if the ownership of the property is not being contested, the parent would report the property as an as-
set. If ownership of an asset is resolved after the initial application is filed, the student can't update this information.

Lien against, and imminent foreclosure of, an asset
If there’s a lien against the asset, the net value of the asset is determined by subtracting from its total value any associated debt
as well as the amount of the lien. If foreclosure of an asset is imminent, the net value of the asset would still be reported until the
party making the foreclosure completes legal action to take possession of the asset. If the status of the property changes after the
application is filed, the student can’t update the asset information.
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STEPS 2, 3

Questions 46-49
VA benefits and
dependency status

Criteria for independence

For the 2008-09 year, a student is
independent if he meets any of the
following criteria from HEA Sec. 480(d),
i.e.,ifhe:

¢ was born before January 1, 1985

¢ will be a graduate or professional
student

¢ is married as of the date he applies
¢ has dependents other than a spouse
e is an orphan

e is or was until 18 a ward/dependent
of the court

¢ is a veteran of the U.S. Armed Forces
or

e is currently serving on active duty for
purposes other than training

B Student’s veterans education benefits (46 and 47). Students
must report the amount of monthly benefits (if any) and
the number of months they expect to receive them between
July 1, 2008 and June 30, 2009. Benefits include a range of
assistance from the U.S. Department of Veterans Affairs (VA),
such as the Montgomery GI Bill benefits. Veterans’ education
benefits are not used in the EFC calculation; instead, they count
as estimated financial assistance when packaging Campus-
based aid or Stafford/PLUS loans. (See Chapter 6 in Volume
3: Calculating Awards and Packaging for exceptions and further
details on packaging FSA funds with VA educational benefits.)

STEP THREE: DEPENDENCY STATUS

Purpose: The law governing the FSA programs is based on the
premise that the family is the first source of the student’s support, and
the law provides several criteria that decide if the student is considered
independent of her parents for aid eligibility. Note that a student
reaching the age of 18 or 21 or living apart from her parents does not
affect her dependency status.

If the student is considered a dependent of his parents, information
on the income and assets of the parents must be included on the
FAFSA. The CPS will calculate a parental contribution and add it to
the student’s contribution to derive an EFC.

In unusual cases an aid administrator can determine that a student
who doesn’t meet any of the independence criteria should still be
treated as an independent student. (See “Dependency overrides” later
in this section.)

B Graduate or professional study (49). The FAFSA asks the
student if she will be working on a master’s, doctorate, or
graduate certificate program in the school year. A student who is
a graduate or professional student is independent for purposes

of Title IV aid.

Graduate and professional students aren’t eligible for Pell grants,
so a student who incorrectly answers “Yes” to this question must
submit a correction before he can get a Pell grant, even if he is
independent for another reason.

Students should fill out the FAFSA based on their expected
grade level for the award year. If a dependent student completes
her undergraduate program during the year and begins
graduate school, she can update the answer to the dependency
question so that the CPS can reprocess her application, or the
aid administrator at the graduate school can recalculate her EFC
and use it to package her graduate aid.

B Married (50). This question must be answered according to the
student’s marital status at the time the FAFSA is signed. If the
student is engaged to be married, she must answer as unmarried
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unless she waits until after the marriage to complete the FAFSA.
If she is married and planning to divorce, she must answer as
married. Note that a student cannot update FAFSA information
for changes in marital status after the application is signed.

If the student has a relationship that meets the criteria for
common-law marriage in his state, the student is considered to
be married. A married student who is separated (not divorced)
is considered married for determining dependency status. A
student who was independent only because he was married
becomes dependent for the next award year if he divorces and
cannot answer yes to any of the dependency questions.

Children and legal dependents (51-52). Students who have
legal dependents are independent. Legal dependents comprise
children (including those who will be born before the end of
the award year) of the student who receive more than half their
support from the student, and other persons (except a spouse)
who live with and receive more than half their support from the
student as of the FAFSA signing date and will continue to do so
for the award year. The same criteria apply to household size.

For a student who applies after the award year has begun, in
order to count a person not her child as a dependent, the future
support for the award year plus that already given in that year
must total more than 50% for the entire year. See the example
in the margin.

Orphan or ward of the court (53). The student is an orphan if
both parents are dead and the student doesn’t have an adoptive
parent. Such a student is considered an orphan even if she has a
legal guardian.

A student qualifies as a ward of the court if the court has
assumed custody of her. In some states the court may impose its
authority over a juvenile who remains in the legal custody of her
parents; such a student is not a ward of the court. Also, neither
emancipation (when a child is released from control of a parent
or a guardian) nor incarceration of a student qualify her as a
ward of the court.

Member or veteran of the U.S. Armed Forces (54 and 55).

The HERA expanded the definition of independent students to
include persons on active duty in the U.S. Armed Forces (the
Army, Navy, Air Force, Marines, or Coast Guard) for other than
training purposes.

Veterans are those who were in active service (which includes
basic training) and were released under a condition other than
“dishonorable.” This includes those who fraudulently entered
the service as long as their entire period of service was not
voided. There is no minimum amount of time the student has to

STEP 3

Questions 50-55
Dependency status

Legal dependent examples

Laurel is going to college and is her
cousin Paul’s legal guardian. Paul
receives Social Security benefits, but
because he’s a minor, the benefits are
paid to Laurel on his behalf. These
benefits provide more than half of Paul's
support and count as income to Laurel.
Because Paul lives with Laurel and will
be supported by her (through the Social
Security benefits) throughout the award
year, Laurel answers “Yes” to the legal
dependent question. If Paul didn't live
with Laurel, she would have to answer
“No” fo the question.

Alan pays $4,000 fo support his
girlfriend, Cathy, who lives with him.

She has earned income of $3,000, and
she receives $200 a month (32,400 a
year) from her parents. She uses all

of this for her support. Alan cannot
consider Cathy a dependent since the
$4,000 he provides is not more than half
of her total support of $9,400.

In April 2008 Anika applies for aid for
2007-08. One month prior to that

her cousin Bettina came fo live with

her. Even though Anika provides all of
her cousin’s support, the one month

of support she has given plus the two
months left in the award year would not
amount fo more than 50% for the entire
year, so she can't consider Beftina her
dependent for 2007-08. If Bettina had
moved in just before the midpoint of the
year, Anika would have been able to
count her as a dependent for 2007-08.
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STEP 3

Dependency status
and overrides

Early exit cadets

Students who attend a U.S. military
academy or military academy prepara-
tory school and who are discharged
other than dishonorably prior to com-
mission are veterans for FSA purposes
but might not be veterans for VA pur-
poses. These students will likely receive
match results showing that they arent
veterans. Just like other students who
receive these match results, if an early
exit cadet meets one of the other crife-
ria for independence, no resolution is
required. But if he meets no other inde-
pendence criferia, he must provide the
school with documentation that shows
he was a cadet of a military academy or
its preparatory school.

Student living with relatives
example

Malia’s father is dead, and her mother
can't support her, so she is living with
her grandmother. Her mother doesn't
pay any money for her support. Malia
doesn’t meet any of the independence
criteria, so she has to provide parental
information. Because her grandmother
hasn't adopted her, her grandmother
isn't her parent. Malia will have fo
provide information about her mother
on the form unless there are unusual
circumstances that would warrant a
dependency override. Either way, the
school might use PJ to account for the
grandmother’s support.

Dependency overrides
HEA Sec. 480(d)(7). Also see Dear Col-
league Letter GEN-03-07.

have served to be a veteran, but it does have to be active service.
This is less stringent than the VA’s definition of veteran for
receiving certain VA benefits.

The application also tells students to answer “Yes” to the
question about veteran status if they aren’t yet a veteran but

will be by June 30, 2009. Students who attended a U.S. military
academy or its preparatory school (USMAPS or NAPS, not high
school academies) for at least one day and were released under
conditions other than “dishonorable” count as veterans for Title
IV purposes. Students serving in ROTC or currently attending a
U.S. military academy are not veterans.

Members of the National Guard or Reserves are only considered
veterans if they were called up to active federal duty by
presidential order for a purpose other than training. It does not
matter how long the active duty lasted or if the student returned
to reserve status afterward, but, as with the other qualifying
veterans, the student must have had a character of service that
was not “dishonorable.”

Dependency overrides

The Higher Education Act allows a financial aid administrator
(FAA) to make dependency overrides on a case-by-case basis for stu-
dents with unusual circumstances. If the FAA determines that an over-
ride is appropriate, she must write a statement detailing the determina-
tion and must include the statement and supporting documentation in
the student’s file. However, none of the conditions listed below, singly
or in combination, qualify as unusual circumstances meriting a depen-
dency override:

1) Parents refuse to contribute to the student’s education;

2) Parents are unwilling to provide information on the FAFSA
or for verification;

3) Parents do not claim the student as a dependent for income
tax purposes;

4) Student demonstrates total self-sufficiency.

Unusual circumstances do include an abusive family environment
or abandonment by parents and may cause any of the above condi-
tions. In such cases a dependency override might be warranted. See
Chapter 5 for guidance on other professional judgment (PJ) changes.

An aid administrator may override only from dependent to inde-
pendent (though as noted earlier, if an independent student receives
substantial support from others, a school may use PJ to adjust the COA
or FAFSA data items such as untaxed income).

Also, overrides do not transfer from one school to another—they
are valid only at the school that performs them. Nor do they carry
over from one year to the next; the FAA must reaffirm each year that
the unusual circumstances persist and that an override is still justified.
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Generally the documentation of unusual circumstances should
come from a third party that knows the student’s situation (such as a
teacher or member of the clergy), but in cases where this is not avail-
able, the school can accept a signed and dated statement from the stu-
dent detailing the unusual circumstances.

To override the student’s dependent status on an initial applica-
tion through FAA Access, the FAA should use the Dependency Over-

ride code of “1” (see the EDE Technical Reference for more information).

To authorize a dependency override on a paper FAFSA, the FAA
marks the oval for an override, labeled “D/0O,” in the “School Use
Only” box, fills in the school’s federal school code, and signs. A sepa-
rate letter attached to the application in lieu of making the override is
not acceptable.

If the student has already applied, the administrator can use FAA
Access to CPS Online to authorize or cancel an override; overrides
cannot be done on the SAR.

SCHOOL USE ONLY: Federal School Code

D0 O

FAA Signature

1

STEP FOUR: PARENTS’ INFORMATION (DEPENDENT
STUDENTS ONLY)

Purpose: Questions 56-75 collect information about the
student’s parents and their household. Questions 76-89 collect
tax and financial information for the parents, and because these
questions are answered in the same way as for the student, they were
discussed under Step 2.

B Parents’ personal information (56-65). The FAFSA asks for
parents’ SSN, last names, first initial, date of birth, and month
and year they were married, separated, divorced, or widowed.
This is to prepare for a possible match with the IRS on AGI,
taxes paid, filing status, and number of exemptions claimed. If
the SSN, last name, and birth date for at least one parent are
not provided, or if neither parent’s SSN matches with the Social
Security Administration, the application will be rejected. When
the SSN doesn’t match with SSA, the wrong number must be
corrected so that the application and SSA agree. For a name
or birth date that doesn’t match, correct the application if it’s
wrong or re-enter the information if it’s correct. If the parent
doesn’t have an SSN, enter 000-00-0000 to prevent or remove a
reject code. (See also the SSN chapter in Volume 1.)

STEPS 3, 4

Questions 56-65
Dependency
overrides and
parents’ information

Overrides and professional judg-
ment

The phrase “professional judgment” is
commonly used for the discretion that
FAAs apply to dependency overrides
and fo data adjustments in the applica-
tion. Itis important to note that the pro-
visions for these two types of changes
are in separate places in the HEA. The
citation for dependency overrides is in
Sec. 480(d)(7); the citation for data ad-
justments is in Sec. 479A and is copied
in foto in a margin note in the last chap-
ter of this guide.
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STEP 3

Who is a parent or
has dependents

Who counts as a parent?
If the applicant answers “No” to questions 48—55, then she is dependent and must report parental information. In most
cases it's clear who the parents are, but not always.

v/ Adoptive parents and stepparents
An adoptive parent is treated just like a biological parent. For reporting income and assets in Step 4, a stepparent is con-
sidered a parent if married to a biological or adoptive parent and if the student counts in their household size.

However, a stepparent who did not adopt the student cannot be the sole parent for determining dependency status. If
the other parent dies, the student is still a dependent of the remaining biological parent, not the stepparent. If no bio-
logical parent remains, the student answers “Yes” to Question 53 and is independent.

X Foster parents, legal guardians, and other relatives
A foster parent or a legal guardian is not treated as a parent for FSA purposes. If the student’s parents are dead, he is in-
dependent. Otherwise, a dependent student must report information about his parents even if he has a legal guardian,
unless the school has a documented reason to perform a dependency override.

If a student is living with her grandparents or other relatives, the same principle applies. Unless the relatives have ad-
opted the student, their income should not be reported on the FAFSA as parental income. Any cash support from persons
other than the student’s parents should be reported as untaxed income, as discussed in Step 2. The school may also
consider other kinds of support as part of the student’s financial resources and use professional judgment to include the
support under the item for student’s untaxed income (see Chapter 5 on professional judgment).

Other sources of support for children and other household members
If the student is receiving support to raise her child, is the child still considered a legal dependent? If one or both of
the student’s parents are directly or indirectly providing more than 50% support in cash or other assistance to the child,
then the student would answer “No” to the FAFSA question about legal dependents. “Indirect support”to the child
includes support that a parent gives to the student on behalf of the child. If the student is living with a parent who is
paying for most of the household expenses, the parent would usually be considered the primary source of support to
the child, and the student would answer “No” to the question about legal dependents. However, there may be some
cases where the student can demonstrate that she provides more than half of her child’s support even while living at
home, in which case she would answer “Yes” to the question about legal dependents.

When the student receives money for the child from any source other than her parents, she may count it as part of her
support to the child. Sources include child support and government programs, such as Temporary Assistance to Needy
Families (TANF), that provide benefits for dependent children. (The Department does not follow the IRS guidelines,
which state that such recipients cannot claim their children as legal dependents because the assistance program pro-
vides more than 50% of the children’s support.) Therefore, a student may be considered independent when the benefit
she receives is the primary support for her child. For example, if a student who lives alone with her child receives cash
from her boyfriend that amounts to more than 50% support for her child, then she would be able to count the child as
a dependent and in her household size, and she would be independent. If the boyfriend is the father of the child and a
student himself, then he would also be able to count the child as a dependent and in his household size, and he would
be independent too.
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STEP 3

Veteran match

Veteran match (for question 55)
If the student answers “Yes” to the question about veteran status, the CPS performs a match with the Department of Veterans Af-
fairs (VA) records to confirm that status. The VA sends the result back, which appears as a match flag in the FAA Information sec-
tion of the output document. For flags 2, 3, and 4, a comment and a C flag will appear on the SAR only if veteran status is the sole
reason that the student would be independent. See Appendix B in The ISIR Guide for 2008—09.

Successful match (match flag 1)
There won't be any comments on the output document if the VA confirms that the student is a veteran.

Not a veteran (match flag 2)
A student will receive this flag if the VA database indicates he is not a veteran. If the student answered “Yes” to one of the other
dependency questions, he is independent based on that question and can receive student aid without resolving his veteran status.

If the student answered “No” to all the other dependency questions and he believes he is a qualifying veteran, he should provide
the financial aid office at his school a copy of his DD214 (the Certificate of Release or Discharge from Active Duty, with “Character
of Service” as anything but “dishonorable”). If it shows that he is a veteran, he can receive aid as an independent student. A de-
pendency override is not necessary because the CPS accepts his “Yes” answer to the veteran question. If a national guardsman or a
reservist who served on active duty (for other than training) did not receive a DD 214 but can obtain a letter from a superior officer
that documents the call-up to active duty and that classifies the character of service as anything but “dishonorable,” the student
will be considered a veteran for FSA purposes. If the student turns out not to be a veteran, he will need to change his answer to
the question from “Yes” to “No” and provide parent information including a parent’s signature.

If the VA match problem is due to an error in the VA's database, the student should contact the VA and correct the error. A subse-
quent transaction will then redo the match with the VA.

Not on database (match flag 3)
Much of the guidance above applies for students not on the VA database: if the student is independent for a reason other than
being a veteran, she doesn’t need to resolve the problem before receiving student aid, although she should have the VA correct its
database if it's wrong. If she answered “No” to the other dependency questions, she must either correct any problem with the VA,
provide documentation showing she is a veteran or will be one by June 30, 2009, or, if she is not a veteran and will not be one by
that date, provide parent data and change her response to the question from “Yes” to “No.”

Active duty (match flag 4)
If the student is currently on active duty, he isn't a veteran yet, but if his active duty will end by June 30, 2009, he counts as a vet-
eran for dependency status. Because he should have answered “Yes” to the active duty question, he would be independent by that
criterion, and he wouldn't have to resolve this situation.
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STEP 4

Questions 66—/0
Parents’ data

FSA and IRS household rules

The rules that decide whether someone
is counted in the household for FSA
purposes aren't identical to the IRS

rules for determining dependents or
household members.

Dependent student household
size example

Lydia is a dependent student, and

her parents are married. Her brother
Ron is 26, but his parents still provide
more than 50% of his support, so he

is included in the household size. Her
sister Elizabeth is aftending college but
is an independent student and isn't
supported by their parents, so she isn't
included in the household size. Her
sister Susan is not attending college,
but is working and supporting herself.
However, if Susan were to apply for
student aid, she would be considered a
dependent student, so she is included.
Therefore, the household size that Lydia
reports for her parents is 5.

Example: surviving parent and
stepparent

Meurig’s parents divorced when he
was seven; his mother later remarried,
and Meurig lived with his mother and
stepfather. His stepfather didnt adopt
him. His mother died last year, but

his father is still living. Meurig doesn't
meet any of the independence criteria,
so he’s a dependent student. Because
his father is his only surviving parent,
Meurig needs to report his father's
information on the form, even though
he's still living with and being supported
by his stepfather.

B Household size (66). This determines the standard living

allowance that offsets the family income in the EFC calculation.
The following persons may be included in the household size of
a dependent student’s parents:

=> The student and parents, even if the student is not living with
them. Exclude a parent who has died or is not living in the
household because of separation or divorce.

=> The student’s siblings and children, if they will receive more
than half their support from the student’s parent(s) from
July 1, 2008, through June 30, 2009. Siblings need not live
in the home. This includes unborn children and siblings of
the student who will receive more than half support from the
student’s parent(s) from birth to the end of the award year. It
also includes siblings who would be considered dependent
based on the FAFSA dependency questions (i.e., they need not
be students nor apply for aid).

For the purpose of including children in the household size, the
“support test” is used rather than residency because there may
be situations in which a parent supports a child who does not
live with her, such as when the parent is divorced or separated.
If the parent receives benefits (such as social security or AFDC
payments) in the child’s name, these benefits must be counted
as parental support to the child. An exception to this is foster
care payments, which typically cover the costs of foster children,
who for FSA purposes are not considered children of the foster
parents and are not counted in the household size.

=> Other persons who live with and receive more than half their
support from the student’s parent(s) and will receive more than
half support for the entire award year. When the application is
submitted after the start of the year, see the relevant paragraph
and example about legal dependents on page 23.

Number in college (67). The applicant should always be
included in the number in college, but parents are not included.
Others who count in the household size are in the number in
college if they are or will be enrolled at least half time during
the award year in an eligible degree or certificate program at

a school eligible for any of the Title IV (FSA) programs. The
definition of half-time enrollment for this question must meet
the federal requirements, even if the school defines half time
differently. (See Volume 1: Student Eligibility for enrollment

status requirements.) Do not include students at a U.S. military
academy because most of their primary educational expenses are
paid for.

Parents’ state of residence (68-70). Parents who do not live in
the U.S. should enter “FC” for Question 68.
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Reporting information in cases of

death, separation, divorce, and remarriage
If the parents of a student divorce or separate, a student must answer parental questions on the FAFSA as they apply to the
surviving or responsible parent.

Death of a parent
If one, but not both, of the student’s parents has died, the student answers the parental questions about the surviving biologi-
cal or adoptive parent and does not report any financial information for the deceased parent. If both her parents are dead
when she fills out the FAFSA, she must answer “yes” to Question 53, making her independent. Remember that an adoptive
parent counts as a parent, but a legal guardian doesn’t. If the last surviving parent dies after the FAFSA has been filed, the
student must update her dependency status and report income and assets as an independent student.

Stepparent
A stepparent is treated like a biological parent if the stepparent has legally adopted the student or if the stepparent is married,
as of the date of application, to a student’s biological or adoptive parent whose information will be reported on the FAFSA.
There are no exceptions. A prenuptial agreement does not exempt the stepparent from providing information required of a
parent on the FAFSA. The stepparent’s income information for the entire base year, 2007, must be reported even if the parent
and stepparent were not married until after 2007. See above for how to fill out the parent questions when the stepparent’s
spouse (the biological parent) dies; if the stepparent has not adopted the student, he would no longer provide parental infor-
mation as before, but any financial support he gives to the student would be counted as untaxed income.

Divorce of the student’s parents
If the student’s parents are divorced, he should report the information of the parent with whom he lived longer during the
twelve months prior to the date he completes the application, regardless of which parent claimed him as an exemption for tax
purposes. If the student lived equally with each parent or didn't live with either one, then he should provide the information
for the parent from whom he received more financial support or the one from whom he received more support the last cal-
endar year for which it was given. Note that it is not typical that a student will live with or receive support from both parents
exactly equally. Usually you can determine that the student lived with one of the parents more than half the year or that he
received more than half support from one of the parents.

Separation of the student’s parents or the student and spouse
A couple need not be legally separated to be considered separated—they may deem themselves informally separated when
one of the partners has left the household for an indefinite period and the marriage is severed. While a married couple that
lives together can't be informally separated, in some states they can be legally separated. If their state allows this, and if they
are still living together and are legally separated, then that is their status on the FAFSA. For a dependent student, use the
rules for divorce to determine which parent’s information to report.

Common-law marriage
If a couple lives together and has not been formally married but meets the criteria in their state for a common-law marriage,
they should be reported as married on the application. If the state doesn’t consider their situation to be a common-law mar-
riage, then they aren’t married; a dependent student would follow the rules for divorce to determine which parent’s informa-
tion to report. Check with the appropriate state agency concerning the definition of a common-law marriage.
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STEPS 4, 5

Questions 7/1-96
Parent and student
household

Number in college
HEA Sec. 474(b)(3)

Death, separation, divorce
HEA Sec. 475(f)

Divorce example

Marta is 22 and doesn't meet any of
the independence criteria. Her parents
divorced recently, and she hasn't lived
with them since she was 18. Also, nei-
ther parent provided support in the past
year. The last time she received support
from her parents was when she lived
with them and they were still married.
Because her father’s income was larger
and he contributed more money to the
overall household expenses, Marta de-
termines that the last time she received
support, most of it was from her father.
She provides his data on the FAFSA.

Independent student household
size example

Eddy is an independent student. He was
married, but now he and his wife have
separated. He's paying child support,
but it isn't enough to provide more than
half his children’s support, so he can't
include his children in his household
size. Eddy’s nephew Chavo lives with
him and gets more than half of his sup-
port from Eddy (and will do so for the
award year), so he can be counted in
Eddy’s household size, which is 2.

Having just turned 24, Chavo is also in-
dependent, and his household size is 1.

B Receipt of means-tested federal benefits (71-75). This as an

alternative for the tax return requirement of the simplified
needs and automatic zero EFC tests.

Tax forms filed by parents, income, and assets (76-89). The
criteria for reporting income, assets, and the tax forms filed are
basically the same for parents as for the student, so refer to the
discussion in Step Two for these questions.

STEP FIVE: FOR INDEPENDENT STUDENTS ONLY

Purpose: Questions 90-96 collect information about

independent students. Only students who answered “Yes” to one or
more questions in Step Three complete this step.

B Student’s household size (90). The following persons are

included in the household size of an independent student:

=> The student and his or her spouse, unless the spouse has died
or is not living in the household due to separation or divorce.

=> The student’s children, regardless of where they live, if they will
receive more than half of their support from the student from
July 1, 2008, through June 30, 2009. This includes the student’s
unborn children who will be born during the award year and
will receive more than half their support from the student from
birth to the end of the award year. Foster children do not count
in household size.

=> Other persons who live with and receive more than half their
support from the student and will receive more than half
support for the entire award year. When the application is
submitted after the start of the year, see the relevant paragraph
and example about legal dependents on page 23.

Number in college (91). The student should always be included
in the number in college. Also included are those in the
household size who are or will be enrolled at least half time
during the award year in a degree or certificate program at a
Title IV-eligible school and who can reasonably be expected to
receive aid from the family for their education. This excludes
students at a U.S. military academy because their entire
education is paid for. The definition of half-time enrollment for
this question must meet the federal requirements, even if the
school defines half time differently.

Receipt of means-tested federal benefits (92-96). This as an
alternative for the tax return requirement of the simplified
needs and automatic zero EFC tests.

AVG-30



Ch. 2— Filling Out the Application

STEP SIX: SCHOOL INFORMATION

Purpose: These items collect information about which colleges
the student wants to receive his information. For a college to be able
to receive his data, the student must list the college’s federal school
code (not the OPE ID) or enter its complete name, address, city, and
state. There is a federal school code search on the FAFSA on the
Web site (www.fafsa.ed.gov), and the entire list of school codes is
available as a portable document format (PDF) file on the IFAP site
(www.ifap.ed.gov).

For each school, the student is asked to indicate whether he
expects to live on campus, off campus, or with his parents. While
this information is not used to calculate the student’s EFC, it is
useful to schools for determining the cost of attendance.

The student can list up to four schools on the paper FAFSA, ten
on the Web (at least one is required). If he wants his information to
be available to more schools, he can use his SAR or Corrections on
the Web to change the schools listed. The CPS will send data to no
more than four (or ten) schools at a time for one student. Chapter
5 describes how a student can add or change schools on the list.

STEP SEVEN: SIGNATURE REQUIREMENTS
Purpose: By signing the FAFSA, the applicant is assuming
responsibility for the accuracy of the information reported.

B Date and signature(s) (98-99). In addition to certifying that
the data on the FAFSA are correct, the student is also signing a
Statement of Educational Purpose, which is required to receive
FSA funds. Among other things, the student agrees to spend
FSA funds only on educational expenses and affirms that he
is not in default on a federal loan or does not owe a grant
overpayment. If he is dependent, one parent whose information
is reported on the FAFSA must also provide a signature.

B Preparer’s ID and signature (100-102). The law requires that
if anyone other than a student, the student’s spouse, or the
student’s parents prepares the application, then the preparer
must include his name, his company’s name (if applicable)
and address, and either his SSN or the company’s Employer
Identification Number (EIN, as assigned by the IRS). With the
paper FAFSA, the preparer must also sign the form.

High school counselors, aid administrators, and others who
help students with their applications by actually filling out line
items on the form or dictating responses to items on the form
are considered preparers. Preparers must complete this section
even if they are not paid for their services.

STEPS 6, /

Questions 97-102
School information,
date, and signatures

Copies of signed documents
While you will often receive documents
with original or “wet” signatures from
the student (e.g., a paper FAFSA that
the student has worked on and signed
while in your officel, there might be an
occasion where the student gives you
a copy or sends you a fax of a signed
document. Except for a copied FAFSA,
other imaged versions of the original
signed document are valid and may be
kept in the student’s file.

AVG-31



Application and Verification Guide 2008-09

Substitutes for a parent’s signature
Although parent information must be provided for a dependent student, a high school counselor or a college aid administrator may
sign the application in place of a parent if:

- the parents are not currently in the United States and cannot be contacted by normal means,
« the current address of the parents is not known, or
- the parents have been determined physically or mentally incapable of providing a signature.

The signer must provide her title in parentheses next to her signature and briefly state the reason (only one is needed) why she is
signing for the parents. The signer assures a minimum level of credibility in the data submitted, however, she does not assume any
responsibility or liability in this process. If the counselor or FAA finds any inaccuracies in the information reported, she should direct
the student to send the SAR through the normal correction process or, if she is an FAA, she can submit corrections through FAA Ac-
cess. Because this proxy signing isn't possible electronically, it must be done on a paper FAFSA or on the echo document used with
FAA Access.
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Signature Requirements: Application and Verification for All FSA Programs

Application
(FAFSA, FAFSA on the Web,
FAA Access to CPS Online)

IRS Forms
(1040 or other form sub-
mitted for verification)

Verification Worksheet

Student

Must sign statement that
data are accurate and other
conditions are met (on paper
FAFSA, Web summary, or sig-
nature page or by using PIN).

Tax return must be signed by
student (or spouse), or the
tax preparer must provide his
name and SSN, EIN, or PTIN.

Must sign worksheet.

Parent(s)
(if student is depen-
dent)

One parent must sign state-
ment that data are accurate
(on paper FAFSA, Web sum-
mary, or signature page or by
using PIN).

Tax return must be signed by
one parent, or the tax pre-
parer must provide his name
and SSN, EIN, or PTIN.

One parent must sign.

Aid Administrator

Must certify if overriding
dependency status (can't be
done on FAFSA on the Web).

Changes via SAR or Cor-
rections on the Web

Signature Requirements for Changes*

Changes submitted via
FAA Access

Professional Judgment
via FAA Access

Student Must sign corrections state-
ment on the SAR; on the
Web the PIN serves as the
student’s signature

Parent(s) One parent must sign the

(if student is depen- corrections statement on

dent) the SAR. If parent data are
changed on the Web, a parent
must sign with PIN or print
and sign signature page.

Aid Administrator School must have signed Must certify for adjustments

documentation from student
and parent.

or dependency override.

*These requirements apply to any submission of changes to the Central Processing System, whether required by regulation (for Pell grant
recipients or corrections to data match items) or at the discretion of the financial aid administrator (for Campus-based aid and Stafford loans).
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Signatures for electronic applications

FAA Access to CPS Online
If you enter a student’s original application through FAA Access to CPS Online, you must obtain original or “wet” signatures
on the printed signature page/FAFSA summary or on a completed paper FAFSA, and you must keep the signed document
in the school files even if the student doesn't receive federal student aid or attend your school. You may electronically store
the original document, but you may not accept faxed or copied signatures from the student for the FAFSA. (You have more
latitude regarding verification documents and changes to the application; see Chapters 4 and 5.)

FAFSA on the Web
Students who have PINs can electronically sign their FAFSA on the Web. Parents who have a PIN can also electronically
sign. Both parents and students will have to provide their name ID (first two letters of their last name), SSN, and date
of birth along with the PIN. Parents also must provide their child’s name ID, SSN, and DOB in order to match the parent’s
signature record with the student’s FAFSA.

Alternately, students can print the signature page, sign it, and mail it to the processor. If the processor doesn't receive the
signature page within 14 calendar days of receiving the application data, it will mail a “reject 16” SAR to the student (“no
student signature on an electronic application”), which the student can sign and return. If the student chooses not to print
and send a signature page, or if no printer was available, the processor won't wait 14 days to print a rejected SAR for the
student, but will generate one within 72 hours of receiving the data.

If the student indicated on an electronic FAFSA that she would print, sign, and mail in a signature page but the processor
has not received the signature page, the student can call FAFSA on the Web customer service and have her record released
from the FAFSA hold file. Because no signature page has been received, the FAFSA processor will produce a rejected SAR
and mail it to the student to sign and return. The processor will accept the first signature document it receives—either
the signed signature page or the signed SAR.

Schools and states receive ISIRs for rejected records. A student’s reject 16 SAR and her ISIR will reflect the data that she
provided on the application; however, the CPS won't calculate an official EFC for the student (an unofficial EFC that cannot
be used to award or disburse aid will appear on the ISIR) or do any database matches until it receives a signed signature
page, a signed SAR, or an electronic signature. A school can also collect the required “wet” signatures at the school, either
on the SAR or a document that has the required certification statements (FAA Access allows schools to print out a signature
page for the ISIR). The school can then submit an electronic correction showing that the signatures have been provided.

Renewal FAFSA on the Web
To access their Renewal FAFSA on the Web, students must provide their PIN along with other identifiers. In addition to
allowing access to application data over the Internet, the PIN is a legal equivalent to a manual or “wet” signature for FSA
purposes. For an independent student, no other signatures are needed, and the application will be processed within 72
hours.

Parents of dependent students can sign with their own PIN. Otherwise, the student can print a signature page for the
parent. If the student indicates that no printer was available, the CPS will generate a “reject 15” (no parent signature)
output document for the student within 72 hours. If the student indicated she would send in a signature page, the
processor will wait up to 14 calendar days to receive the signed page. If it doesn't receive a signed signature page after 14
days, it will generate a reject 15 SAR and send it to the student. The student must have a parent sign the SAR and must
send it back to the address on the SAR. For reject 15 records, a student’s SAR and ISIR will reflect the data provided on the
application, but the processor won't calculate an EFC for the student until it receives the parent’s electronic signature or the
signed SAR or signature page.

Signature requirements for changes made after the FAFSA is filed will be discussed in Chapter 5.
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Expected Family
Contribution (EFC)

CHAPTER 3

The EFC is a measure of how much the student and his or her family can be
expected to contribute to the cost of the student’s education for the year. The EIFC
is calculated according to a formula specified in the law. In this chapter, we

describe the EFC formula in detail.

GENERAL INFORMATION
11 the data the CPS uses to calculate the EFC come from the
information the student provides on the FAFSA. The EFC
formula uses many variables, including income, assets, the number of
persons in the household, and the number attending college for the
award year.

Every year the Department publishes updated tables used in the
EFC calculation. The 2008-09 updates are in the June 1, 2007, Federal
Register. Also available at www.ifap.ed.gov is the EFC Formula Guide.

The law provides three different formulas to calculate the EFC:
one for dependent students, one for independent students without
dependents other than a spouse, and one for independent students
with dependents other than a spouse. In addition there are three
simplified versions of each formula with fewer data elements.

SIMPLIFIED FORMULA

The simplified formula is basically the same as the regular formula,
except that asset information isn’t considered in the calculation. A
dependent student qualifies for the simplified calculation if:

¢ the parents’ combined AGI (for taxfilers) or income earned
from work (for nonfilers) was less than $50,000, and

e cither the parents were not required to file an IRS Form 1040,’
or anyone counted in their household size received a means-
tested federal benefit during the base year.”

An independent student qualifies for the simplified calculation if

¢ the student’s and spouse’s combined AGI (taxfilers) or income
earned from work (nonfilers) was less than $50,000, and

Basic EFC formulas

->Dependent students

->Independent students

->Independent students with
dependents

Special calculations
=>Simplified formula (no assets)
->Automatic zero EFC

-0Other than 9-month enrollment

HEA Sec. 474-479

1 Persons not required fo file the IRS
Form 1040 comprise those who were
eligible to file a 1040A or 1040EZ form
and those who did not have to file a
refurn at all. Someone who filed a
Form 1040 solely to claim a tax credit is
not disqualified from consideration for
the simplified formula or the automatic
zero EFC.

2 The means-tested federal benefit

programs are:

e Supplemental Security Income (SSI)

e  Food Stamps

e Free and Reduced Price School
Lunches

e Temporary Assistance for Needy
Families (TANF)

e Special Supplemental Nutrition
Program for Women, Infants, and
Children (WIC)
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Other tax forms

A foreign tax return counts as an IRS
Form 1040 to determine if one quali-
fies for the simplified formula and the
automatic zero EFC. A tax return for
Puerto Rico, Guam, American Samoq,
the Virgin Islands, Marshall Islands, the
Federated States of Micronesia, or Palau
counts as an IRS Form 1040A or 1040EZ
for the purposes of qualifying for the
simplified formula and the automatic
zero EFC.

Assets not reported on FAFSA

If the student doesn't provide any as-
set data and qualifies for the simplified
formula, her application will still be pro-
cessed normally. She will only receive
one EFC, which will be produced by
the simplified formula. However, if the
student doesn't qualify for the simplified
formula, her application will be rejected
and she will have o submit asset data
before the CPS will calculate an EFC.

Automatic zero EFC
Sec. 479(c)

Receipt of means-tested federal
benefits

A person need not have received the
benefit for the entire base year; receiving
it at any time in the year qualifies. Also,
an FAA may use professional judgment
(PJ) to count a benefit if a person did not
receive it in the base year but is receiv-
ing it now.

1 see margin note #1 on the previous
page.

2 see the previous page for a list.

e cither the student and spouse were not required to file an IRS
Form 1040,' or anyone counted in the household size received a
means-tested federal benefit during the base year.?

The application asks for asset information from all students. If
the student qualifies for the simplified formula and provides the asset
information, the CPS will make two EFC calculations: one using the
assets and one excluding them. The EFC from the simplified formula
(which excludes assets) is called the primary EFC and is printed on the
front of the student’s SAR, while the EFC from the full calculation is
called the secondary EFC and is printed in the FAA Information sec-
tion. To determine the student’s aid, the school must use the primary
EFC, which will always be less than or equal to the secondary EFC. If it
turns out that the student was not eligible for the simplified formula,
the school must correct and submit the record and use the EFC re-
ported on the resulting transaction.

AUTOMATIC ZERO EFC

The law also provides for an automatic zero EFC for some
students. The CPS will assign a zero EFC to a dependent student if:

¢ the parents’ combined AGI (for taxfilers) or combined income
earned from work (for nonfilers) is $20,000 or less, and

¢ cither the parents were not required to file an IRS Form 1040,’
or anyone counted in their household size received a means-
tested federal benefit during the base year.”

An independent student with dependents other than a spouse
automatically qualifies for a zero EFC if:

¢ the student’s and spouse’s combined AGI (for taxfilers) or
combined income earned from work (for nonfilers) is $20,000
or less, and

¢ cither the student and spouse were not required to file an IRS
Form 1040,' or anyone counted in the household size received a
means-tested federal benefit during the base year.?

Independent students with no dependents other than a spouse do
not qualify for an automatic zero EFC.

ALTERNATE EFCS

The law specifies how the EFC of a dependent student must be
modified if the student is going to enroll for other than a nine-month
period. The EFC found in the upperright-hand corner of the first
page of the output document is based on a nine-month enrollment
period and should always be used for awarding a Pell grant, even if
the student is attending for a longer or shorter period. The second
section of the “FAA Information” area contains a table of alternate
primary and secondary EFCs for periods of one to twelve months.
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These are alternate EFCs that you must use to award aid (other than
Pell grants) if the student is attending for other than nine months.

FORMULA A — DEPENDENT STUDENTS

The EFC for a dependent student is calculated using the FAFSA in-
formation for the student and his parents. The CPS calculates the par-
ents’ contribution, the student’s contribution from income, and the
student’s contribution from assets; the EFC is the sum of these three.
The parents’ contribution includes a contribution from assets.

Under the simplified formula the parent’s contribution doesn’t
include assets, nor is the student’s contribution from assets counted.

Worksheets and tables that can be used to calculate the EFC for a
dependent student are at the end of this chapter. For those items that
are taken from the FAFSA, the worksheets indicate the corresponding
FAFSA/SAR line numbers. On the worksheets for the simplified
formula, the parts of the calculation that aren’t used are grayed out.

Parents’ contribution

There are three basic steps in calculating the parents’ contribution.
First, the parents’ available income is determined. Then, the
parents’ contribution from assets is calculated. Finally, the parents’
contribution is calculated using the available income, the contribution
from assets, and the number in college.

V Parents’ available income. The parents’ available income is
calculated by subtracting certain allowances from the parents’ total
income. These allowances account for certain nondiscretionary
expenses, such as taxes and basic living expenses. Once a minimum
level of support has been offset for those expenses, the formula
assumes that the remaining income is available for discretionary
purposes, including paying for a postsecondary education. The
available income can be a negative number.

The total income is the sum of the taxable and untaxed income,
minus amounts reported in the income but excluded from the for-
mula. If the parents are taxfilers, the parents’ AGI as reported on the
FAFSA is the amount of the parents’ taxable income used in the calcu-
lation. If the parents are not taxfilers, the calculation uses the parents’
reported income earned from work. Note that “earned income credit”
is included as part of total untaxed income and benefits only if the par-
ents are taxfilers (the Department recommends that eligible persons
file a tax return and receive the EIC). Total income can be a negative
number.

The sum of the following allowances are used to reduce the
parents’ total income:

¢ U.S. income tax paid. Use the amount reported on the FAFSA.
Non-taxfilers don’t receive this allowance. If this is a negative
amount, it is set to zero.

Formula for dependent students

e Parents’ contribution
Parents’ available income
Parents’ contribution

from assets
Number in college

e Student’s contribution
from income

e Student’s contribution
from assets

Negative AGI or zero?

The FAFSA instruction for parents’ AGl is
to use the number that appears on a
specific line of the tax return; this can be
a negative number. The first line of the
worksheet for EFC Formula A cites the
FAFSA line number and instructs you to
substitute a zero if the AGl is negative.
Do not take this to mean that a negative
AGlI should be reported as a zero on the
FAFSA. The CPS will change the value
to zero, and it makes assumptions that
you will not when completing an EFC
worksheet by hand. When filling out the
FAFSA, the applicant should follow the
instruction given and use the AGI as it
appears on the tax return.
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e State and other tax allowance. Use Table Al. This allowance
is a percentage of parents’ total income and approximates the
average amount paid in state and other taxes. The percentage
varies according to the state and according to whether the
parents’ total income is below $15,000 or is $15,000 or more.
The state used is the parents’ state of legal residence reported
on the FAFSA. If this item is blank or invalid, the student’s
reported state of legal residence is used. If both are blank or
invalid, the state in the student’s mailing address is used. If
all three are blank or invalid, the rate shown in Table Al for
a blank or invalid state is used (3% for total income below
$15,000; 2% for total income of $15,000 or more). If the
allowance is a negative amount, it’s set to zero.

¢ Father’s and mother’s Social Security tax allowance. The father’s
and mother’s Social Security taxes are calculated separately by
applying the rates shown in Table A2 to the father’s income
earned from work and the mother’s income earned from work
in 2007 (as reported on the FAFSA). The total allowance for
Social Security taxes is never less than zero.

* Income protection allowance. Use Table A3. This allowance
is for the basic living expenses of a family. It varies according
to the number in the parents’ household and the number in
college in 2008-09, as reported on the FAFSA. In general, a
school can assume that 30% of the income protection allowance
amount is for food, 22% for housing, 9% for transportation
expenses, 16% for clothing and personal care, 11% for medical
care, and 12% for other family consumption. The income
protection allowance used for a particular student is provided as
one of the intermediate values in the FAA Information Section
of the output document (labeled as “IPA”).

¢ Employment expense allowance. Families with two working
parents and one-parent families have extra expenses that must
be considered, such as housekeeping services, transportation,
clothing and upkeep, and meals away from home. This
allowance recognizes those extra expenses. For two working
parents, the allowance is 35% of the lesser of the father’s
income earned from work (question 82) or the mother’s
income earned from work (question 83), but may not exceed
$3,300. For one-parent families, the allowance is 35% of the
parent’s income earned from work, also not to exceed $3,300.
If a student’s parents are married and only one parent reports
an income earned from work, the allowance is zero. The
employment expense allowance is never less than zero.

V' Parents’ contribution from assets. The full formula uses the assets
of parents of a dependent student and determines a “contribution
from assets.” This amount is combined with available income to give
an accurate picture of the family’s financial strength. In the simplified
formula assets aren’t counted.
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First, the parents’ net worth is calculated by adding assets reported
on the FAFSA. The net worth of a business or a farm is adjusted to
protect a portion of the net worth of these assets. Use Table A4 to
calculate the amount to be used.

Second, the parents’ discretionary net worth is calculated by
subtracting the education savings and asset protection allowance
(Table A5) from the parents’ net worth. As with income, this is done
to protect a portion of assets. The allowances for ages 40 through 65
approximate the present cost of an annuity which, when combined
with Social Security benefits, would provide at age 65 a moderate level
of living for a retired couple or single person. As shown in Table A5,
the allowance increases with the age of the older parent (as reported
on the FAFSA) to indicate the cost of purchasing such an annuity at a
given age. Discretionary net worth may be less than zero.

Finally, the discretionary net worth is multiplied by the conversion
rate of 12% to obtain the parents’ contribution from assets, which
represents the portion of parental assets considered available to help
pay for the student’s postsecondary education. If the contribution
from assets is less than zero, it is set to zero.

V Calculation of parents’ contribution. This is the final step in
determining the parents’ contribution. The parents’ available income
and contribution from assets are added together to determine the
parents’ adjusted available income, which can be a negative number.
The total parents’ contribution from adjusted available income is
calculated from the amounts and rates in Table A6 and is the total
amount parents are expected to contribute toward all of their family’s
postsecondary educational costs. The rates in Table A6 increase from
22% to 47% as the adjusted available income increases. This is based
on the principle that as income increases beyond the amount needed
to maintain a basic standard of living, the portion used for family
maintenance decreases and the portion available for discretionary
purposes increases. Therefore, a progressively larger amount of
income may be contributed toward postsecondary educational costs.

The parents’ contribution for the individual student is calculated
by dividing the total parents’ contribution from adjusted available
income by the number in college in 2008-09, as reported on the
FAFSA. Parents are not included in the number attending college.

Student’s contribution from income

To determine the student’s contribution from income, the
student’s available income (Al) is first calculated by subtracting total
allowances from the student’s total income. The Al is then assessed
at a rate of 50% to obtain the student contribution from available
income. If the student contribution from available income is less than
zero, it’s set to zero.

As with the parents’ income information, the student’s total
income is calculated using information from the student’s FAFSA.
The student’s total income is the sum of the student’s taxable and
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untaxed income, minus amounts reported in the income but excluded
from the formula (see Chapter 2 for more on these exclusions). If
the student is a taxfiler, the student’s AGI as reported on the FAFSA is
the amount of taxable income used in the calculation. If the student
is not a taxfiler, the calculation uses the student’s reported income
earned from work. Total income may be a negative number.

The allowances are calculated by adding the following:

¢ U.S. income tax paid. Use the amount reported on the FAFSA.
Non-taxfilers don’t receive this allowance. If this is a negative
amount, it’s set to zero.

e State and other tax allowance. Use Table A7. This allowance
is a percentage of the student’s total income. The percentage
varies according to the state. The state to be used is the
student’s state of legal residence reported on the FAFSA. If
that item is blank or invalid, the state in the student’s mailing
address is used. If both items are blank or invalid, the parents’
state of legal residence is used. If all three items are blank or
invalid, the rate for a blank or invalid state in Table A7 is used
(2%). If the allowance is a negative amount, it’s set to zero.

* Social Security tax allowance. The student’s Social Security taxes
are calculated by applying the rates shown in Table A2 to the
student’s income earned from work in 2007 (as reported on the
FAFSA). The total allowance for Social Security taxes is never
less than zero.

® Income protection allowance. The income protection allowance
for a dependent student is $3,080.

* Parent’s negative AAI. To recognize that a student’s income may
be needed to help support the family, the EFC calculation allows
a parent’s negative adjusted available income (AAI) to reduce
a dependent student’s contribution from income. Because the
student’s contribution from income cannot be negative, this will
not affect the student’s contribution from assets.

Student’s contribution from assets

The student’s assets are treated the same way as the parents’ assets
with three differences: there is no adjustment to the net worth of a
business or farm, there is no education savings and asset protection
allowance, and net worth is assessed at the rate of 20%. Remember
that under the simplified formula there is no student contribution
from assets.

The student’s net worth is calculated by adding assets reported
on the FAFSA (negative amounts are converted to zero for this
calculation). The net worth is multiplied by 20% to obtain the
student’s contribution from assets, which is the portion of assets
considered available to help pay for his postsecondary education.
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Alternate EFCs for other than nine-month enrollment Formula for independent
The standard parents’ contribution is for a nine-month enrollment  students without dependents
period. For a shorter period, the parents’ contribution is prorated other than a spouse

according to the number of months of enrollment. The student’s con-

tribution from available income is also prorated and then added to the *  Confribution from
student asset contribution, which is not prorated. For an enrollment available income
of more than nine months, the parents’ contribution is calculated by
adjusting the standard nine-month formula on page 3 of Worksheet A
of the EFC worksheets, and the student’s contribution remains at the
nine-month amount.

e  Contribution from assets

FORMULA B — INDEPENDENT STUDENT WITHOUT
DEPENDENTS OTHER THAN A SPOUSE

The EFC for an independent student without dependents other
than a spouse is calculated using the FAFSA information for the stu-
dent and spouse. The CPS calculates a contribution from available in-
come and a contribution from assets. The sum of these two is divided
by the number in college in 2008-09, as reported on the FAFSA. The
result is the EFC for the 2008-09 award period. Under the simplified
formula, the contribution from assets isn’t used.

Worksheets and tables that can be used to calculate the EFC for
an independent student without dependents other than a spouse are
at the end of this chapter. For those items that are taken from the
FAFSA, the worksheets indicate the corresponding FAFSA/SAR line
numbers. On the worksheets for the simplified formula, the parts of
the calculation that aren’t used are grayed out.

Contribution from available income

The student’s available income, which can be a negative number,
is calculated by subtracting the total allowances from the total income.
These allowances account for certain nondiscretionary expenses, such
as taxes and basic living expenses. Once a minimum level of support
has been provided to meet those expenses, the formula assumes that
the remaining income is available for discretionary purposes, including
paying for a postsecondary education. The available income is then
assessed at a rate of 50% to obtain the student’s contribution from
available income.

V Total income. The total income is the sum of the student’s and
her spouse’s (if the student is married) taxable and untaxed income,
minus amounts reported in the income on the FAFSA but excluded
from the formula (see Chapter 2 for more on these exclusions). If
the student and spouse are taxfilers, their AGI as reported on the
FAFSA is the amount of taxable income used in the calculation. If
the student and spouse are not taxfilers, the calculation uses reported
income earned from work. Untaxed income is included in the
formula because it may have a considerable effect on the family’s
financial strength and, in some cases, may be the family’s main source
of income. Note that “earned income credit” is included as part of
total untaxed income and benefits only if the student or spouse are
taxfilers. Total income can be a negative number.
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V' Allowances against income. Total allowances are calculated by
adding the following:

¢ U.S. income tax paid. Use the amount reported on the FAFSA.
Non-taxfilers don’t receive this allowance. If this is a negative
amount, it’s set to zero.

¢ State and other tax allowance. Use Table B1. This allowance
is a percentage of the student and spouse’s total income. The
percentage varies according to the state. The state to be used is
the student’s state of legal residence reported on the FAFSA. If
that item is blank or invalid, the state in the student’s mailing
address is used. If both items are blank or invalid, the rate
for a blank or invalid state is used (2%). If the allowance is a
negative amount, it’s set to zero.

® Social Security tax allowance. The student and spouse’s Social
Security taxes are calculated separately by applying the tax rates
shown in Table B2 to the student’s income earned from work
in 2007 and the spouse’s income earned from work in 2007 (as
reported on the FAFSA). The total allowance for Social Security
taxes is never less than zero.

® Income protection allowance. The income protection allowance
for an unmarried student is $6,220. For a married student, the
income protection allowance is $6,220 if the student’s spouse
is enrolled at least half time, and $9,970 if the student’s spouse
isn’t enrolled at least half time.

* Employment expense allowance. Families with two working
spouses have extra expenses that must be considered, such as
housekeeping services, transportation, clothing and upkeep,
and meals away from home. This allowance recognizes those
extra expenses. If the student isn’t married, the employment
expense allowance is zero. If the student is married but only
one person is working (either the student or the student’s
spouse), the allowance is zero. If both the student and his
spouse are working, the allowance is 35% of the lesser of
the student’s income earned from work (question 38) or the
spouse’s income earned from work (question 39), but may not

exceed $3,300.

Contribution from assets

For students who qualify for the simplified formula, there is
no contribution from assets. In the full formula, the assets of an
independent student with no dependents other than a spouse are
considered in order to fully measure the family’s ability to contribute
toward postsecondary educational costs.

First, the net worth of the student and spouse’s assets is calculated
by adding assets reported on the FAFSA. The net worth of a business
or a farm is adjusted to protect a portion of the net worth of these
assets. Use Table B3 to calculate the amount to be used.
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Second, the student and spouse’s discretionary net worth is Formula for independent student
calculated by subtracting the asset protection allowance (Table B4) with dependents other than a
from the net worth. The allowance increases with the age of the spouse

student as of December 31, 2008, which may be determined from

the student’s date of birth as reported on the FAFSA. Thisis done to ~ * Available income
protect a portion of assets that may be needed for purposes other than

education, such as emergencies or retirement. Discretionary net worth *  Confribution from Assets

can be less than zero.
e Calculation of the student’s

Finally, the discretionary net worth is multiplied by the conversion EFC

rate of 20% to obtain the student and spouse’s contribution from
assets, which represents the portion of the value of the assets that is
considered available to help pay for the student’s college education. If
the contribution from assets is less than zero, it’s set to zero.

Alternate EFCs for other than nine-month enrollment

The standard EFC is for a nine-month enrollment period. If the
student will be enrolled for less than nine months, the EFC is simply
prorated by dividing it by nine and then multiplying the result by the
number of months the student will be enrolled. For an enrollment of
more than nine months, however, the EFC remains at the nine-month
amount.

FORMULA C — INDEPENDENT STUDENT WITH DEPENDENTS
OTHER THAN A SPOUSE

The EFC for an independent student with dependents other than
a spouse is calculated using the information for the student and spouse
provided on the FAFSA. The formula is almost the same as the for-
mula for the parents of a dependent student. There are three basic
steps. First, the student’s available income is determined. Then, the
student’s contribution from assets is calculated. Finally, the EFC is cal-
culated using the available income, the contribution from assets, and
the number in college.

Worksheets and tables that can be used to calculate the EFC for an
independent student with dependents other than a spouse are given
at the end of this chapter. For those items that are taken from the
FAFSA, the worksheets indicate the corresponding FAFSA/SAR line
numbers. On the worksheets for the simplified formula, the parts of
the calculation that aren’t used are grayed out.

Available income

Available income is calculated by subtracting certain allowances
from the student’s total income. These allowances account for certain
nondiscretionary expenses, such as taxes and basic living expenses.
Once a minimum level of support has been provided for those
expenses, the formula assumes that the remaining income is available
for discretionary purposes, including paying for a postsecondary
education. The available income can be a negative number.

V Student’s total income. The student’s total income is the sum
of the student’s and his or her spouse’s (if the student is married)
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taxable and untaxed income, minus amounts reported in the income
on the FAFSA but excluded from the formula (see Chapter 2 for
more information on these exclusions). If the student and spouse

are taxfilers, AGI as reported on the FAFSA is the amount of taxable
income used in the calculation. If the student and spouse are not
taxfilers, the calculation uses reported income earned from work.
Note that “earned income credit” is included as part of total untaxed
income and benefits only if the student and spouse are taxfilers. Total
income can be a negative number.

V' Allowances against income. Total allowances are calculated by
adding the following:

¢ U.S. income tax paid. Use the amount reported on the FAFSA.
Non-taxfilers don’t receive this allowance. If this is a negative
amount, it is set to zero.

e State and other tax allowance. Use Table Cl. This allowance
is a percentage of the total income and approximates the
average amount paid in state and other taxes. The percentage
varies according to the state and according to whether the total
income is below $15,000 or is $15,000 or more. The state to
be used is the student’s state of legal residence reported on the
FAFSA. If this item is blank or invalid, the state in the student’s
mailing address is used. If both items are blank or invalid, the
rate for a blank or invalid state is used (3% for total income
below $15,000; 2% for total income of $15,000 or more). If the
allowance is a negative amount, it’s set to zero.

® Social Security tax allowance. The student’s and spouse’s Social
Security taxes are calculated separately by applying the tax rates
shown in Table C2 to the student’s income earned from work
and the spouse’s income earned from work in 2007 (as reported
on the FAFSA). The total allowance for Social Security taxes is
never less than zero.

* Income protection allowance. Use Table C3. This allowance
provides for the basic living expenses of a family. It varies
according to the number in the student’s household and the
number in college in 2008-09, as reported on the FAFSA. In
general, a school can assume that 30% of the income protection
allowance amount is for food, 22% for housing, 9% for
transportation expenses, 16% for clothing and personal care,
11% for medical care, and 12% for other family consumption.
The income protection allowance used for a particular student
is provided as one of the intermediate values in the FAA
Information Section of the output document (labeled as “IPA”).

* Employment expense allowance. Families with two working
parents and one-parent families have extra expenses that must
be considered, such as housekeeping services, transportation,
clothing and upkeep, and meals away from home. This
allowance recognizes those extra expenses. When both the
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student and spouse work, the allowance is 35% of the lesser

of the student’s income earned from work (question 38) or

the spouse’s income earned from work (question 39), but may
not exceed $3,300. If the student isn’t married, the allowance

is 35% of the student’s income earned from work, or $3,300,
whichever is less. If a student is married and only the student or
the spouse (but not both) reports an income earned from work,
the allowance is zero. The employment expense allowance is
never less than zero.

Contribution from assets

In the full formula, the assets of an independent student with
dependents other than a spouse are considered in order to fully
measure the family’s ability to contribute toward postsecondary
educational costs. The formula determines a “contribution from
assets,” an amount that is combined with available income to give an
accurate picture of the family’s financial strengths. In the simplified
formula, the assets aren’t counted at all.

First, the net worth of a student and spouse’s assets is calculated by
adding assets reported on the FAFSA. The net worth of a business or
farm is adjusted to protect a portion of these assets. Use Table C4 to
calculate the amount to be used.

Second, the student and spouse’s discretionary net worth is
calculated by subtracting the asset protection allowance (Table C5)
from the net worth. The allowance increases with the age of the
student as of December 31, 2008, which may be determined from
the student’s date of birth as reported on the FAFSA. This is done to
protect a portion of assets that may be needed for purposes other than
education, such as emergencies or retirement. Discretionary net worth
can be less than zero.

Finally, the discretionary net worth is multiplied by 7% to obtain
the contribution from assets, which is the portion of the value of the
student’s and spouse’s assets considered to be available to help pay for
the student’s postsecondary education. If the contribution from assets
1s less than zero, it is set to zero.

Calculation of student’s EFC

This is the final step in determining the EFC for the independent
student with dependents other than a spouse. The available income
and the contribution from assets are added together to obtain the
adjusted available income. The adjusted available income can be
a negative number. The total contribution from adjusted available
income is calculated from using Table C6. This is the total amount the
student’s family is expected to contribute toward family postsecondary
educational costs. The rates in Table C6 increase from 22% to 47%
as the adjusted available income increases. The rate is based on
the principle that as income increases beyond the amount needed
to maintain a basic standard of living, the portion used for family
maintenance decreases, while the portion available for discretionary
purposes increases. The larger the income, the easier it is for a family
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to contribute toward postsecondary educational costs with less effect
on the maintenance of the family.

The EFC is calculated by dividing the total student’s contribution
from adjusted available income by the number in college in 2008-09,
as reported on the FAFSA. The result is the EFC for the 2008-09
award period.

Alternate EFCs for other than nine-month enrollment

The standard EFC is for a nine-month enrollment period. If the
student will be enrolled for less than nine months, the EFC is simply
prorated by dividing it by nine and then multiplying the result by the
number of months the student will be enrolled. For an enrollment of
more than nine months, however, the EFC remains at the nine-month
amount.
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1.

2008-2009 EFC FORMULA | : DEPENDENT STUDENT

PARENTS’ INCOME IN 2007

Parents’ Adjusted Gross Income (FAFSA/SAR #79)
If negative, enter zero.

Page 1

AVAILABLE INCOME

Total income (from line 7)

REGULAR
WORKSHEET

A

. a. Father’s/stepfather’s income earned

from work (FAFSA/SAR #82)

. b. Mother’s/stepmother’s income earned

from work (FAFSA/SAR #83) +

Total parents’ income earned from work

Total allowances (from line 14) -

15. AVAILABLE INCOME (AI)

May be a negative number. =

. Parents’ Taxable Income

(If tax filers, enter the amount from line 1 above.
If non-tax filers, enter the amount from line 2.)*

. Untaxed income and benefits:

* Total from FAFSA Worksheet A
(FAFSA/SAR#84)

e Total from FAFSA Worksheet B
(FAFSA/SAR#85) +

Total untaxed income and benefits =

PARENTS’ CONTRIBUTION FROM ASSETS

16. Cash, savings & checking (FAFSA/SAR #87)

17. Net worth of investments**
(FAFSA/SAR #88)
If negative, enter zero.

18. Net worth of business and/or investment farm
(FAFSA/SAR #89)
If negative, enter zero.

. Taxable and untaxed income

(sum of line 3 and line 4)

19. Adjusted net worth of business/farm

(Calculate using Table A4.) +

20. Net worth (sum of lines 16, 17, and 19)

. Total from FAFSA Worksheet C

(FAFSA/SAR #86) -

21. Education savings and asset

protection allowance (Table A5) -

TOTAL INCOME
(line 5 minus line 6) May be a negative number. =

22. Discretionary net worth

(line 20 minus line 21) =

ALLOWANCES AGAINST PARENTS’ INCOME

8.

2007 U.S. income tax paid (FAFSA/SAR #80)
(tax filers only) If negative, enter zero.

23. Asset conversion rate x

A2

24. CONTRIBUTION FROM ASSETS

If negative, enter zero. =

State and other tax allowance
(Table A1) If negative, enter zero. +

PARENTS’ CONTRIBUTION

AVAILABLE INCOME (AI) (from line 15)

10.

Father’s/stepfather’s Social Security
tax allowance (Table A2) +

CONTRIBUTION FROM ASSETS (from line 24) +

11.

Mother’s/stepmother’s Social Security
tax allowance (Table A2) +

25. Adjusted Available Income (AAI)

May be a negative number. =

12.

Income protection allowance (Table A3) +

26. Total parents’ contribution from AAI
(Calculate using Table A6.) If negative, enter zero.

13.

Employment expense allowance:

Two working parents: 35% of the lesser of the
earned incomes, or $3,300, whichever is less

One-parent families: 35% of earned income,
or $3,300, whichever is less

* Two-parent families, one working
parent: enter zero +

27. Number in college in 2008-2009

(Exclude parents) (FAFSA/SAR #67) +

28. PARENTS’ CONTRIBUTION (standard
contribution for nine-month enrollment)***

If negative, enter zero. =

14

. TOTAL ALLOWANCES =

*STOP HERE if the following are true: line 3 is $20,000 or less and either the
parents are eligible to file a 2007 IRS Form 1040A or 1040EZ (they are not
required to file a 2007 Form 1040), or they are not required to file any income
tax return, or anyone included in the parents’ household size (as defined on
the FAFSA) received benefits during the base year from any of the designated
means-tested Federal benefit programs. If these circumstances are true, the

Expected Family Contribution is automatically zero.

**Do not include the family’s home.

enrollment, see page 11.

continued on the next page

***To calculate the parents’ contribution for other than nine-month
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REGULAR
WORKSHEET
Page 2

STUDENT'S INCOME IN 2007 STUDENT'S CONTRIBUTION FROM ASSETS

29. Adjuste(.l Gross Income (FAFSA/SAR #35) 45. Cash, savings & checking (FAFSA/SAR #43)
If negative, enter zero.

46. Net worth of investments™
30. Income earned from work (FAFSA/SAR #38) (FAFSA/SAR#44)

If negative, enter zero.
31. Taxable Income

(If tax filer, enter the amount from line 29. 47. Net worth of business and/or investment farm
If non-tax filer, enter the amount from line 30.) (FAFSA/SAR#45)
If negative, enter zero. +

32. Untaxed income and benefits:

48. Net worth (sum of lines 45 through 47)
Total from FAFSA Worksheet A

(FAFSA/SAR #40)

- 49. Assessment rate X 20

Total from FAFSA Worksheet B

(FAFSA/SAR#41) + 50. STUDENT’S CONTRIBUTION FROM ASSETS

Total untaxed income and benefits =

33. Taxable and untaxed income EXPECTED FAMILY CONTRIBUTION

(sum of line 31 and line 32)
PARENTS’ CONTRIBUTION
(from line 28)

34. Total from FAFSA Worksheet C

(FAFSA/SAR#42) -
STUDENT’S CONTRIBUTION FROM Al
35. TOTALINCOME (from line 44) +
(line 33 minus line 34)
May be a negative number. = STUDENT’S CONTRIBUTION FROM ASSETS

(from line 50) +

51. EXPECTED FAMILY CONTRIBUTION
ALLOWANCES AGAINST STUDENT INCOME (standard contribution for nine-month
enrollment)** If negative, enter zero. =
36. 2007 U.S. income tax paid (FAFSA/SAR #36)
(tax filers only) If negative, enter zero.

37. State and other tax allowance *Do not include the student’s home.
(Table A7) If negative, enter zero. + s .
To calculate the EFC for other than nine-month enrollment,
38. Social Security tax allowance (Table A2) + see the next page.
39. Income protection allowance + 3,080

40. Allowance for parents’ negative Adjusted
Available Income (If line 25 is negative,
enter line 25 as a positive number in line 40.
If line 25 is zero or positive, enter zero in
line 40.) +

41. TOTAL ALLOWANCES =

STUDENT'S CONTRIBUTION FROM INCOME

Total income (from line 35)

Total allowances (from line 41) -

42. Available income (Al) =

43. Assessment of Al X .50

44. STUDENT’S CONTRIBUTION FROM AI =
If negative, enter zero.
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Note: Use this additional page to prorate the EFC only if the student will be enrolled for other than nine months and only to determine
the student’s need for campus-based aid, a subsidized Federal Stafford Loan, a subsidized Federal Direct Stafford/Ford Loan, an ACG
oraNational SMART Grant. Do notuse this page to prorate the EF C for a Federal Pell Grant. The EFC for the Federal Pell Grant Program
is the nine-month EFC used in conjunction with the cost of attendance to determine a Federal Pell Grant award from the Payment or

Disbursement Schedule.
REGULAR
WORKSHEET
Page 3

Calculation of Parents’ Contribution for a Student Enrolled LESS than Nine Months

Al. Parents’ contribution
(standard contribution for nine-month enrollment, from line 28)

A2. Divide by 9 +

A3. Parents’ contribution per month =

A4. Multiply by number of months of enrollment X

A5. Parents’ contribution for LESS than nine-month enrollment =

Calculation of Parents’ Contribution for a Student Enrolled MORE than Nine Months

B1. Parents’ Adjusted Available Income (AAI) (from line 25—may be a negative number)

B2. Difference between the income protection allowance for a
family of four and a family of five, with one in college +

4,250

B3. Alternate parents’ AAI for more than nine-month enrollment (line B1 + line B2) =

B4. Total parents’ contribution from alternate AAI (calculate using Table A6)

BS. Number in college (FAFSA/SAR #67) +

B6. Alternate parents’ contribution for student (line B4 divided by line B5) =

B7. Standard parents’ contribution for the student for nine-month enrollment (from line 28) -

BS. Difference (line B6 minus line B7) =

B9. Divide line B8 by 12 months +

12

B10. Parents’ contribution per month =

B11. Number of months student will be enrolled that exceed 9 X

B12. Adjustment to parents’ contribution
for months that exceed nine (multiply line B10 by line B11) =

B13. Standard parents’ contribution
for nine-month enrollment (from line 28) +

B14. Parents’ contribution for MORE than nine-month enrollment =

C1. Student’s contribution from Al
(standard contribution for nine-month enrollment, from line 44)

Calculation of Student’s Contribution from Available Income (Al) for a Student Enrolled LESS than Nine Months

*

C2. Divide by 9 +

C3. Student’s contribution from Al per month =

C4. Multiply by number of months of enrollment X

C5. Student’s contribution from AI for LESS than nine-month enrollment =

*For students enrolled more than nine months, the standard contribution from Al is used (the amount from line 44).
Use next page to calculate total EFC for enrollment periods other than nine months
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Calculation of Total Expected Family Contribution for Periods of Enroliment Other than Nine Months

Parents’ Contribution—use ONE appropriate amount from previous page:
» Enter amount from line AS for enrollment periods less than nine months OR
* Enter amount from line B14 for enrollment periods greater than nine months

Student’s Contribution from Available Income—use ONE appropriate amount from previous page:
* Enter amount from line C5 for enrollment periods less than nine months OR +
 Enter amount from line 44 for enrollment periods greater than nine months

Student’s Contribution from Assets
* Enter amount from line 50 +

Expected Family Contribution for periods of enrollment other than nine months =
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2008-2009 EFC FORMULA [N: DEPENDENT STUDENT

PARENTS’ INCOME IN 2007

AVAILABLE INCOME

SIMPLIFIED
WORKSHEET
Page 1

\

8.

ALLOWANCES AGAINST PARENTS’ INCOME

2007 U.S. income tax paid (FAFSA/SAR #80)
(tax filers only) If negative, enter zero.

State and other tax allowance
(Table A1) If negative, enter zero. +

10.

Father’s/stepfather’s Social Security
tax allowance (Table A2) +

11.

Mother’s/stepmother’s Social Security
tax allowance (Table A2) +

12.

Income protection allowance (Table A3) +

13.

Employment expense allowance:

Two working parents: 35% of the lesser of the
earned incomes, or $3,300, whichever is less

One-parent families: 35% of earned income,
or $3,300, whichever is less

e Two-parent families, one working
parent: enter zero +

14

. TOTAL ALLOWANCES =

1. Parents’ Adjusted Gross Income (FAFSA/SAR #79) TOTAL INCOME (from line 7)
If negative, enter zero.
TOTAL ALLOWANCES (from line 14) -
2. a. Father’s/stepfather’s income earned
from work (FAFSA/SAR #82) _ 15. AVAILABLE INCOME (AI)
2. b. Mother’s/stepmother’s income earned May be a negative number. =
from work (FAFSA/SAR #83) +
Total parents’ income earned from work = PARENTS’ CONTRIBUTION FROM ASSETS
3. Parents’ Taxable Income . Cash, savings & checking (FAFSA/SAR #87)
(If tax filers, enter the amount from line 1 above.
If non-tax filers, enter the amount from line 2.)* 17. Net worth of investments™®*
(FAFSA/SAR#88)
4. Untaxed income and benefits: If negative, enter zero.
» Total from FAFSA Worksheet A 18. Net worth of business and/or investment farm
(FAFSA/SAR#84) o (FAFSA/SAR#89)
If negative, enter zero.
 Total from FAFSA Worksheet B
(FAFSA/SAR#8S) + 19. Adjusted net worth of business/farm
(Calculate using Table A4.) F
Total untaxed income and benefits = 20. Net worth (sum of lines 16, 17, and 19) =
S g;iﬁbgg I?ES ;l I;?é(elﬁl;nzg) me 21. Education savings and asset
protection allowance (Table AS) -
6. Total from FAFSA Worksheet C 22. Discretionary net worth
(FAFSA/SAR #86) - (line 20 minus line 21) =
7. TOTAL INCOME 23. Asset conversion rate X
(line 5 minus line 6) May be a negative number. =

24. CONTRIBUTION FROM ASSETS
If negative, enter zero. =

\\ N\

PARENTS’ CONTRIBUTION

AVAILABLE INCOME (Al) (from line 15)

CONTRIBUTION FROM ASSETS (from line 24) +

25. Adjusted Available Income (AAI)
May be a negative number. =

26. Total parents’ contribution from AAI
(Calculate using Table A6.) If negative, enter zero.

27. Number in college in 2008-2009
(Exclude parents) (FAFSA/SAR #67) +

28. PARENTS’ CONTRIBUTION (standard
contribution for nine-month enrollment)
If negative, enter zero. =

**Do not include the family’s home.

***To calculate the parents’ contribution for other than nine-month

enrollment, see page 15.

Note: Do not complete the shaded areas; asset

*STOP HERE if the following are true: line 3 is $20,000 or less and either
the parents are eligible to file a 2007 IRS Form 1040A or 1040EZ (they are
not required to file a 2007 Form 1040), or they are not required to file any
income tax return, or anyone included in the parents’ household size (as
defined on the FAFSA) received benefits during the base year from any of
the designated means-tested Federal benefit programs. If these circumstances
are true, the Expected Family Contribution is automatically zero.

information is not required in the simplified

Jformula.

continued on the next page
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STUDENT'S INCOME IN 2007

29. Adjusted Gross Income (FAFSA/SAR #35)
If negative, enter zero.

30. Income earned from work (FAFSA/SAR #38)

31. Taxable Income
(If tax filer, enter the amount from line 29.
If non-tax filer, enter the amount from line 30.)

32. Untaxed income and benefits:

Total from FAFSA Worksheet A
(FAFSA/SAR#40)

Total from FAFSA Worksheet B
(FAFSA/SAR#41) +

Total untaxed income and benefits

STUDENTS CONTRIBUTION FROM ASSETS

. Cash, savings & checking (FAFSA/SAR #43)

46. Net worth of investments™
(FAFSA/SAR#44)
If negative, enter zero.

47. Net worth of business and/or investment farm
(FAFSA/SAR#45)
If negative, enter zero.

48. Net worth (sum of lines 45 through 47)

49. Assessment rate

X

|

50. STUDENT’S CONTRIBUTIONFROMASSETS

33. Taxable and untaxed income
(sum of line 31 and line 32)

34. Total from FAFSA Worksheet C
(FAFSA/SAR#42)

35. TOTALINCOME
(line 33 minus line 34)
May be a negative number.

ALLOWANCES AGAINST STUDENT INCOME

36. 2007 U.S. income tax paid (FAFSA/SAR #36)
(tax filers only) If negative, enter zero.

37. State and other tax allowance

(Table A7) If negative, enter zero. +
38. Social Security tax allowance (Table A2) +
39. Income protection allowance + 3,080
40. Allowance for parents’ negative Adjusted

Available Income (If line 25 is negative,

enter line 25 as a positive number in line 40.

If line 25 is zero or positive, enter zero in

line 40.) +

41. TOTAL ALLOWANCES

STUDENTS CONTRIBUTION FROM INCOME

TOTAL INCOME (from line 35)

TOTAL ALLOWANCES (from line 41)

42. Available income (AI)

43. Assessment of Al

50

44. STUDENT’S CONTRIBUTION FROM Al
If negative, enter zero.

EXPECTED FAMILY CONTRIBUTION

PARENTS’ CONTRIBUTION
(from line 28)

STUDENT’S CONTRIBUTION FROM Al

(from line 44) +
STUDENT’S CONTRIBUTION FROM ASSETS
(from line 50) aF

51. EXPECTED FAMILY CONTRIBUTION
standard contribution for nine month
enrollment. If negative, enter zero.**

*Do not include the student’s home.

**To calculate the EFC for other than nine-month enrollment,

see the next page.

Note: Do not complete the shaded areas;
asset information is not required in the

simplified formula.
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SIMPLIFIED
WORKSHEET
Page 3

Calculation of Parents’ Contribution for a Student Enrolled LESS than Nine Months

Al. Parents’ contribution
(standard contribution for nine-month enrollment, from line 28)

A2. Divide by 9 + 9

A3. Parents’ contribution per month =

A4. Multiply by number of months of enrollment x

AS. Parents’ contribution for LESS than nine-month enrollment =

Calculation of Parents’ Contribution for a Student Enrolled MORE than Nine Months

B1. Parents’ Adjusted Available Income (AAI) (from line 25—may be a negative number)

B2. Difference between the income protection allowance for a
family of four and a family of five, with one in college + 4,250

B3. Alternate parents’ AAI for more than nine-month enrollment (line B1 + line B2) =

B4. Total parents’ contribution from alternate AAI (calculate using Table A6)

BS5. Number in college (FAFSA/SAR #67) +

B6. Alternate parents’ contribution for student (line B4 divided by line BS) =

B7. Standard parents’ contribution for the student for nine-month enrollment (from line 28) -

BS. Difference (line B6 minus line B7) =

B9. Divide line B by 12 months + 12

B10. Parents’ contribution per month =

B11. Number of months student will be enrolled that exceed 9 X

B12. Adjustment to parents’ contribution
for months that exceed nine (multiply line B10 by line B11) =

B13. Standard parents’ contribution
for nine-month enrollment (from line 28) +

B14. Parents’ contribution for MORE than nine-month enrollment =

C1. Student’s contribution from Al
(standard contribution for nine-month enrollment, from line 44)

C2. Divide by 9 + 9

C3. Student’s contribution from Al per month =

C4. Multiply by number of months of enrollment x

C5. Student’s contribution from AI for LESS than nine-month enrollment =

*For students enrolled more than nine months, the standard contribution from Al is used (the amount from line 44).
Use next page to calculate total EFC for enrollment periods other than nine months
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Calculation of Total Expected Family Contribution for Periods of Enroliment Other than Nine Months

Parents’ Contribution—use ONE appropriate amount from previous page:
 Enter amount from line A5 for enrollment periods less than nine months OR
» Enter amount from line B14 for enrollment periods greather than nine months

Student’s Contribution from Available Income—use ONE appropriate amount from previous page:
* Enter amount from line C5 for enrollment periods less than nine months OR +
* Enter amount from line 44 for enrollment periods greater than nine months

Expected Family Contribution for periods of enrollment other than nine months =

AVG-54



Table A1l:

State and Other Tax Allowance

for EFC Formula Worksheet A (parents only)

STATE PERCENT OF TOTAL INCOME STATE PERCENT OF TOTAL INCOME
$0-$14,999 $15,000 $0-$14,999 $15,000
or more or more
Alabama ..o 3% 204 MiSSOUIT ..oveeeveevieneee 5% e 4%
A1aSKA ..o, 2% oo, 1% Montana ..o SV v 4%
American Samoa ........... 3% 20 Nebraska ........cccccveeeeen. 5% eeeieeieeieee 4%
Arizona ..o D% o 3% Nevada......cccooevveveenennns 3% e 2%
Arkansas.........ccoe..... A% oo 3% New Hampshire ............ SEC IR 4%
California........................ T% oo % New Jersey .cocoooooovinns 80 e 7%
Canada and Canadian New MeXiCo ..uueueueeeennnn. A% i, 3%
Provinces................ 3% A NewYork .....ccovveveennnns 9% e 8%
Colorado ........oeeeeeeeeeeee A% oo 3% NorthCarolina .............. 6% oo 3%
Connecticut .................. O Z 3R 6% North Dakota ................ 2%0 e 1%
Delaware .............co........ A% oo 3% Northern Mariana
Districtof Columbia ...... 7% e, 6% .ISIal'ldS ..................... R N 2%
Federated States OhiO e 6%0 e, 5%
of Micronesia .......... 3% e, 2% Oklahoma .........ccceeennnn ($ Y T 5%
FIOFda ..o, 3% oo 2% Oregon e, TP v 6%
GeOorgia.....cveveererrrnne. 6% 5% Palau ......occovvevriinnnnns 3% e 2%
GUAM oo 3% oo 2% Pennsylvania ............... S0 v 4%
T A% oo 3% PuertoRico .................. 3% s 2%
1dah0 oo 5% oo, 4% Rhode Island.................. TP v 6%
THNOIS oo 5% coreeeeeeeeeeere, 4% South Carolina .............. Sy R 4%
Indiana ........ccceveveeeee.. A% oo 3% South Dakota ................ 2%0 e 1%
Towa ..ouveeeiieiiiiieiee 5% i, 4% Tennessee .................... 290 o 1%
Kansas ..o 5% 4% Texas ...coooeveveeerireennenn, 3%t 2%
Kentucky ....ovvveereenn. 5% 4% L67:1 R 5% cveeeiiene 4%
Louisiana ...................... 3% e 2% Vermont .......oocoeeviennn. SEC I 4%
Maine .....ccceeeeueeennn. (2 IR 5% Virginlslands................. 3% o 2%
Marshall Islands ........... 3% e 2%, Virginia .......................... 5% e 4%
Maryland ...................... 7Y% v 6% Washington .................. Ao s 3%
Massachusetts ............ 6% o 5% West Virginia ................ 3% i 2%
MeXiCO oo 3% 20 Wisconsin .................... TY% e, 6%
Michigan...........cco....... 5% v 4% Wyoming ..., 2% v e 1%
Minnesota .................... 6% oo 5% Blankor Invalid
Mississippi ................... A% 3% N 71 (R R N 2%
OTHER.........ccccvveeeenns 3% e 2%

Multiply Parents’ Total Income (EFC Formula Worksheet A, line 7) by the appropriate rate from the table above
to get the “State and Other Tax Allowance” (EFC Formula Worksheet A, line 9). Use the parents’ State of Legal
Residence (FAFSA/SAR #68). If this item is blank or invalid, use the student’s State of Legal Residence
(FAFSA/SAR #18). If both items are blank or invalid, use the State in the Student’s Mailing Address (FAFSA/
SAR #6). If all three items are blank or invalid, use the rate for a blank or invalid state above.
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Table A2: Social Security Tax

Calculate separately the Social Security tax of father, mother, and student.

Income Earned from Work* Social Security Tax
$0-$97,500 7.65% of income
$97,501 or greater $7.458.75 +1.45% of amount over $97,500

*Father’s/stepfather’s 2007 income earned from work is FAFSA/SAR #32.
Mother’s/stepmother’s 2007 income earned from work is FAFSA/SAR #83.
Student’s 2007 income earned from work is FAFSA/SAR #38.

Social Security tax will never be less than zero.

Table A3: Income Protection Allowance

Number in parents’ Number of college students in household (FAFSA/SAR #67)
household, including
student
(FAFSA/SAR#66) 1 2 3 4 5

2. $15,380 $12,750
3. 19,150 16,540 $13,900
4. ... ... 23,660 21,020 18,410 $15,770 _
5. 27,910 25,280 22,660 20,030 $17,410
6. 32,650 30,010 27,400 24,770 22,150

Note:  Foreachadditional family member, add $3,680.
For each additional college student (except parents), subtract $2,620.

Table A4: Business/Farm Net Worth Adjustment
for EFC Formula Worksheet A (parents only)

If the net worth of a Then the adjusted

business or farm is— net worth is—

Less than $1 $0

$1to $110,000 40% of net worth of business/farm

$110,001 to $330,000 $ 44,000 + 50%  of net worth over $110,000
$330,001 to $550,000 $154,000 + 60%  ofnet worth over $330,000
$550,001 or more $286,000 + 100% of net worth over $550,000
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Table A5: Education Savings and Asset Protection Allowance

for EFC Formula Worksheet A (parents only)

Age of older Allowanceif Allowanceif Age of older Allowanceif Allowanceif
parent as of there are there is only parent as of there are two there is only
12/31/2008* two parents one parent 12/31/2008* parents one parent
25orless ... $0 $0 45 i, $43,400 $17,900
26 oo 2,600 1,100 46 ..o 44,500 18,300
27 e 5,100 2,100 47 e 45,600 18,800
28 e 7,700 3,200 48 e 46,700 19,200
29 e 10,200 4,300 49 47,900 19,700
30 o 12,800 5,300 50 49,000 20,100
31 . 15,400 6,400 ) B 50,500 20,500
32 e 17,900 7,500 52 e 51,800 21,000
33 e 20,500 8,500 53 53,300 21,500
R 23,000 9,600 Mo 54,600 22,100
35 25,600 10,700 55 v 56,300 22,600
36 e 28,200 11,700 56 e 57,600 23,200
37 e 30,700 12,800 57 e 59,300 23,700
38 e 33,300 13,900 58 e 61,100 24,400
39 35,800 14,900 59 e, 62,900 25,000
40 e, 38,400 16,000 60 oo 64,700 25,700
41 e 39,300 16,400 (0 B 66,600 26,300
42 e, 40,300 16,700 62 oo 68,500 27,000
43 s 41,300 17,100 (CX J 70,800 27,800
M 42,300 17,600 A . 72,800 28,500
65 orover .. 75,200 29,300
*Determine the age of the older parent listed in FAFSA/SAR #61 and #65 as of 12/31/08.
If no parent date of birth is provided, use age 45.
Table A6: Parents’ Contribution from AAI
Ifparents’ AAlis— The parents’ contribution from AAlis—
Less than -$3,409 -$750
-$3,409 to $13,700 22% of AAI
$13,701 to $17,300 $3,014 + 25% of AAl over $13,700
$17,301 to $20,800 $3914 + 29% of AAI over $17,300
$20,801 to $24,300 $4,929 + 34% of AAI over  $20,800
$24,301 to $27,800 $6,119 + 40% of AAI over  $24,300
$27,801 or more $7,519 + 47% of AAI over  $27,800
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Table A7: State and Other Tax Allowance

for EFC Formula Worksheet A (student only)

Alabama ..........cccoeeeeiiiieiiieeece 2%
Alaska .......oooviiiiiiiiiee e 0%
American Samoa ...........ccc.ceeuveeennn... 2%
ATIZONA ..o 3%
ATKanSsas .........ococeeeeeiieeiie e 3%
California.........cccoooeveeeeiiieeieeeeieen, 5%
Canada and Canadian

Provinces........ccoeevveeeeiiceciecenn. 2%
Colorado .......ccoeveeeuiieeiiiieciieeeiee, 3%
Connecticut ........ceeveeeeveeeeeiieeeiieen, 4%
Delaware .........cccccoevveeeeiiieciieeeieen, 3%
Districtof Columbia ...........c...ccueee.. 6%
Federated States

of Micronesia ...........cceeeeuvennne.. 2%
Florida ......cccooooviiiiiiiiieieecieee 1%
GEOIZIA ..o 3%
GUAM ..o 2%
Hawail ......ccooooeiiiiiiiiieicccieee 4%
Idaho .....oooiiii 3%
THHNOIS .o 2%
Indiana ..........cccooeviiiiiii e, 3%
ToWa .o, 3%
Kansas .....ccooovvvviiiieiiiiiieeeeeeeees 3%
Kentucky ..oooeveviiiiiiieiee 4%
Louisiana ........c.cccceeveeeevieeiiiiieceiieen, 2%
MaiNe .....oooovviiiiiieeciee e 4%
Marshall Islands .........cc..ccoeeeennean. 2%
Maryland .........cooeveiieniiiiee 5%
Massachusetts .........ccoeceeeevueeeeenneenn. 4%
MEXICO oo 2%
Michigan.........cceeeciecieviciininincnenne. 3%
MiINNESOta ....oovveeeiiieceieeeeiee e, 4%
MISSISSIPPT cvvenveemeeveeienieeieniieieeieenne 2%

MISSOUIT v 3%
Montana .......cccceeeeeeeeiiiieeeeeieee e, 3%
Nebraska .....cccoooeeviiiiiiiiiiiiecieee. 3%
Nevada......cooovieeeieeiiiieeeeeeeee. 1%
New Hampshire.........c.ccocevvennnnnn. 1%
NEW JErsey ..covvirveeniiiiiieciieeece. 4%
NEeWMEXICO ..voeeeviieeiiieeeiieeeeiee e 3%
New York ...ccovveeiiieiiiieeeieeeeee 6%
North Carolina ..........ccccccevveeenneeennen. 4%
North Dakota ..........ccoeeeeiiieeiieenen. 1%
Northern Mariana Islands.................. 2%
OO ..o 4%
OKIahoma ...........ccoovveeeiiiieieeeieee, 3%
OregOon .....oouvveieiiniiriieiiesesieeeeeen 5%
Palau ....o.ooooviii 2%
Pennsylvania ........cccoceveiieiinenenn. 3%
Puerto Rico .....cooveeeeviiiceiiceieee, 2%
Rhode Island..........c.oooeeviieeinienn. 4%
South Carolina .........ccc..ccoveeeeneennnn. 3%
South Dakota ..........cccceeeeviieeecniennnn. 1%
Tennessee ....ccooeeveevevveeeeeeeciiieeeeen, 1%
TeXAS c.uvviiiieieeiieee e 1%
Utah .o 4%
Vermont ........ccoceeeeeevivieeeeeeeiiieeeeen, 3%
VirginIslands .........cccocoevivinininennn 2%
VIrgInia ......ooveveeveineineneniieieneeene 3%
Washington ..........ccceeevivincncnennnn 2%
West Virginia ........occeeeveeeencniennenne. 2%
WISCONSIN ..ooeieiiiieiiieeiie e 4%
Wyoming ........ccceeevvveiiiivniniiinnn. 1%
Blank or Invalid State ...................... 2%
OTHER .......oooiiiieieeeee e 2%

Multiply the student’s total income (EFC Formula Worksheet A, line 35) by the appropriate rate
from the table above to get the “state and other tax allowance” (EFC Formula Worksheet A, line
37). Use the student’s state of legal residence (FAFSA/SAR #18). If this item is blank or invalid,
use the state in the student’s mailing address (FAFSA/SAR #6). If both items are blank or invalid,
use the parents’ state of legal residence (FAFSA/SAR #68). If all three items are blank or invalid,

use the rate for a blank or invalid state above.
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2008-2009 EFC FORMULA [): INDEPENDENT STUDENT
Without Dependent(s) Other than a Spouse

. Student’s and spouse’s Adjusted Gross Income
(FAFSA/SAR #35) If negative, enter zero.

. a. Student’s income earned from work
(FAFSA/SAR#38)

. b. Spouse’s income earned from work
(FAFSA/SAR#39) +

Total student/spouse income earned from work =

REGULAR
WORKSHEET
Page1

CONTRIBUTION FROM AVAILABLE INCOME
TOTAL INCOME (from line 7)

TOTAL ALLOWANCES (from line 14)

15. AVAILABLE INCOME (AI) =

16. Assessment rate X .50

17. CONTRIBUTION FROM Al =
May be a negative number.

. Student/spouse Taxable Income

(If tax filers, enter the amount from line 1 above.
If non-tax filers, enter the amount from line 2.)

. Untaxed income and benefits:

e Total from FAFSA Worksheet A
(FAFSA/SAR #40)

* Total from FAFSA Worksheet B
(FAFSA/SAR#41) +

Total untaxed income and benefits =

Taxable and untaxed income
(sum of line 3 and line 4)

STUDENTS/SPOUSE’S CONTRIBUTION FROM ASSETS

18. Cash, savings & checking (FAFSA/SAR #43)

19. Net worth of investments™®
(FAFSA/SAR#44)
If negative, enter zero.

20. Net worth of business and/or investment farm
(FAFSA/SAR#45)
If negative, enter zero.

21. Adjusted net worth of business/farm
(Calculate using Table B3.) +

22. Net worth (sum of lines 18, 19, and 21) =

Total from FAFSA Worksheet C
(FAFSA/SAR #42) -

TOTAL INCOME
(line 5 minus line 6) May be a negative number. =

8. 2007 U.S. income tax paid (FAFSA/SAR #36)

ALLOWANCES AGAINST STUDENT/SPOUSE INCOME

(tax filers only) If negative, enter zero.

9. State and other tax allowance

23. Asset protection allowance (Table B4) -

24. Discretionary net worth (line 22 minus line 23) =

25. Asset conversion rate X 20

26. CONTRIBUTIONFROMASSETS
If negative, enter zero.

EXPECTED FAMILY CONTRIBUTION

(Table B1) If negative, enter zero.