Session 2
Student €ligibility and
Other Related Issues

Resources

1999-2000 Student Aid
Handbook: Student Eligibility, pgs. 10, 216

Code of Federal Regulations. 34 CFR Sections 668.32, 668.40
(Note: CFRsectionsshould 682.200(b), 682.204(a)(1)(iii),

bereadin conjuctionwith 682.204(d)(1)(iii), 685.102(b),
August - November 1999 685.203(a)(1)(iii),
Federal Register final rules.) 685.203(c)(2)(i)(D)

Higher Education Act: Sections 472(2), 472(3),
474 (b)(3), 475(9)(2), 475(9)(6)
475()), 476(a)(3), 476(b)(1),
A77(a)(4), 484(r)

Public Law 105-244: Sections 471(1), 471(2), 472,
473(a), 473(b)(1)(A), 473(b)(2),
473(c), 483(b), 483(f), 484(d)
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Séession 2: Learning Objectives
m Changesto the EFC Formula
— Income Protection Allowance
— Treatment of parentsin college
— Parents’ negative available income
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Session 2: Learning Objectives

m Changesto the Cost of Attendance
— Computer cost allowance
— Minimum living allowance
m Changesto Basic Student Eligibility
— Drug offense convictions
— Home schooled students
— Pell for certain teacher certification programs

2-3 |

Session 2: Learning Objectives

m Changesthat Affect Campus-Based and
Loan Program Eligibility
— Prorating loans for short periods

— Treatment of AmeriCorps and Montgomery
Bill benefits

— Perkins loan limits
— Federal Work-Study provisions
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Income Protection Allowance

I ndependent w/o I ndependent w/o
dependents dependents

Dependent | (Singleor married/ | (married/spouse ||| ndependent w/
spouse enrolled) not enrolled) dependents

Income Protection

Allowance $17350 $3,000 $6,000

Before: 1998-99

Income Protection “arie: Wi_lll
Allowance numoer in

1998-99 and $2,200 $4,250 $1.230 household
1999-2000 and college
Income Protection

Allowance $2,200 $5,000 $8,000

2000-2001

May be adjusted based on Consumer Price Index
in future years. 2_5

2-4 Reauthorization Training Spring 2000 Participant’s Guide



Session Two—Student Eligibility & Other Related Issues

€FC Formula:
Number in College

membersin college

case-by-case basis)

m Parents excluded from number of family

— Except under professional judgement (on a

2-6

Beginning with the 2000-2001 cycle, if household size and number in college are both 2, the
CPS will assume the number in collegeis 1. If household size and number in college are equal
and greater than 2, the CPS will assume the number in collegeis 1.

€EFC Formula:
Parents’ Negative
Available Income

— Could result in alower EFC

m Dependent student’ s total income is offset
when parents available income is negeative

2-] |

Before Reauthorization, parents could not have a negative available income. Now, parents
available income can be less than zero. The contribution from student’s available income
could be reduced by this negative amount, potentially lowering the student’s EFC.

Reauthorization Training Spring 2000 Participant’'s Guide
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Cost of Attendance:
Computer Expenses

m Cost of attendance may include an
allowance for computer expenses
— Must be documented
— Rental or purchase expenses

2-§ |

If your school chooses to establish a general computer alowance, you might include the
allowances, and the rationae for their development, in your policies and procedures manual.
If you elect to base the alowance on individua cases and circumstances, you must document
the allowance in each student’s file. Regardiess of how you choose to base this alowance,

you must document it.
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Case Study 2-I: Bill Donahue

Documenting a computer
allowance in cost of attendance

Bill Donahue is a first-year student at Big State University. He plans to study
chemistry, and has decided he really needs to have a computer to do so. The school
also strongly encourages students in this program to get a computer.

When determining Bill’s cost of attendance, or COA, you can now include the cost
of a computer.

Big State’'s policy is to have a computer alowance of $1,000 for al first-year
students. For continuing and transfer students, Big State includes, upon request,
actual costs it deems reasonable if students provide documentation.

Let’'s look at Bill's COA calculation:

Bill's COA Calculation

Tuition and Fees $2,600
Room and Board $3,000
Books $500
Personal $400
Computer Allowance $1,000
Total $1500

2-9 |

In Bill’s case, how might you document the allowance?
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Cost of Attendance:
Living Allowance

m Minimum living alowance removed
— No statutory minimum
— Must use reasonable allowance

2-10 |

The living allowance and the rationale for its development, like other categories of your Cost
of Attendance budget, must be documented and kept on file,

Student Title IV Eligibility &
Drug Convictions

To determine if drug convictions affect

eligibility, evaluate:

— If conviction for possession or sale (including
delivery or distribution)

— If afirst or a subsequent conviction

— Date conviction occurred

— If student completed a qualified
rehabilitation program
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Student Title IV Eligibility &
Drug Convictions (Possession)

m If convicted of any offenseinvolving the
possession of a controlled substance,
ineligible for:

— One year after the first conviction
— Two years after the second conviction
— Indefinitely after the third conviction

2-12 |

Convictions for felony or misdemeanor offenses involving acohol or tobacco are not
considered when determining eligibility, nor are drug convictions that have been cleared from

the student’s record or convictions for which the student was prosecuted as a juvenile,

Student Title IV Eligibility &
Drug Convictions (Sale)

m If convicted of any offenseinvolving the
sale of acontrolled substance, ineligible for:
— Two yearsfollowing the first conviction
— Indefinitely after the second conviction

“Arrests’ are not the same as “convictions.”
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€Eligible Rehabilitation Program

m Includes two unannounced drug test and
m One of the following:

— Administered by or eligible for funding from a
government agency or court

— Eligible for reimbursement by afederal or state
licensed insurance program

— Administered or recognized by afederally or
state licensed medical facility or practitioner

2-14 |

Remember, aid digibility can be restored during a payment or enrollment period.
Also, see Dear Partner Letter GEN-99-16 for information related to the
implementation of this provision.

Codes for Question #28

Answer If School Action
1 Eligible for entire | Award aid
year
2 Ineligible for Award aid

part of the year when eligible

3 Ineligible for

entire year Withhold aid

2-19 |

Students can request the “drug worksheet” and seek assistance related to Question
28 by calling 1-800-4-FEDAID or vigting a website that deals exclusively with this
issue at www.fafsa.ed.gov/g28. Also, it is important to note that students self-certify
their response to Question 28.
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Becoming €Eligible During Year

Pell & Campus-Based Programs:

m Retroactive to beginning of
payment period

FFEL or Direct Loan Programs:

m Retroactive to beginning of
academic year
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Case Study 2-2: Harry Springer

Determining eligibility
when a drug conviction may be involved

Harry Springer was convicted of possession of marijuana early in his senior year of
high school (October 1999). Although tried as an adult, he was told that if he
completed his sentence—200 hours of community service and a drug awareness
class—the matter would be cleared from his record when he turns 18 on June 29,
2000. Harry completed his sentence in February, 2000.

Harry was still 17 when he completed the FAFSA in April 2000 and was unsure of the
status of his record. As aresult, he left question 28 blank, which resulted in a
comment code on his SAR and ISIR. As afinancia aid administrator, you are unable
to package federa aid for Harry until this eligibility question is cleared up. Fill out the
drug worksheet found in Appendix A based on the information provided in the case

study.
Is Harry eligible for federal student aid? What steps are needed?
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Student Eligibility: Home
Schooled Students

school or private school

— Ability-to-Benefit test isn’t required
m State statutesrelated to home

schooling vary

m Eligiblefor Title IV ad if their home school
is treated under state law as either home

2-11

As of October 1, 1998, Pell-eligible students enrolled in certain post-
baccalaureate teacher certification programs became €ligible for Pell Grants.

m Student eligibleif:

graduate degree;

education;

or licensing credential within a state.

Pell for Teacher Certification

— Courses are required by state for certification or
licensing credential required for teachers;

— Post-baccal aureate program does not lead to a

— School does not also offer abachelor's degreein

— Student is at |east a half-time student; and
— Student is pursuing an initial teacher certification

2-18 |

Note: The provision regarding teacher certification applies only to Pell, not

FSEOG.
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Prorating Loans

Fixed proration chart replaced with formula

L esser of :
hoursin program or weeks in program
hoursin acad. year weeks in acad. year

X
Annual Loan Limit

Case Study 2-3: Kelly Jamie Raphael

Calculating a student's maximum Stafford Loan
for a program less than a full academic year

Kelly Jamie Raphaedl, afirst year student, is investigating courses at the Car Institute.
Each program is less than an academic year in length. The school’s academic year is
30 weeks and 900 clock hours. Kdlly is curious about how much she can borrow if

she enrolls in one of three programs.
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\/ . Case Study 2-3:
< > Kelly Jamie Raphael

4 Scenario A

Dependent undergraduate
Academic year = 30 weeks, 900 clock hours

Program = 15 weeks, 350 clock hours

m Compare fractions based on weeks and hours:
15/30 (=.50) 350/900 (=.39)
m Multiply the smaller fraction by the loan limit:

$2,625 X .39 = $1023.75 (prorated max)

2-20 |

In Case Study 2-3, we want to determine the prorated maximum loan for each scenario.

\& Case Study 2-3:
< > Kelly Jamie Raphael
4 Scenarios B and C

|
"Academic year = 30 weeks, 900 clock hours

Scenario B:
Program = 12 weeks, 400 clock hours

Scenario C:
Program = 20 weeks, 600 clock hours

Reauthorization Training Spring 2000 Participant’'s Guide
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Loan Proration:
Remaining Period Shorter
Than Academic Year

m “Additional” unsubsidized fixed proration is
out for 2nd Y ear undergraduates

m Proportional proration now used in all cases
and is based on:
Hours in Remaining Period
Hoursin Academic Y ear

Case Study 2-4: Greg Billcorn

Loan proration when remaining period of study
is shorter than an academic year

Greg is an independent undergraduate student enrolled in a 2-year program. The
school’s academic year = 30 weeks (two 15-week semesters), 24 credit hours.

Greg has completed two years of study, but needs six additional credit hours to
finish the program. He plans to finish the six credit hours in a single semester (afinal
period of study shorter than an academic year).
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iq

A
\@:/;e Study 2-4: Greg Billcorn

N A
Pv <
Academic year = 30 weeks, 24 credit hours

Independent 2nd year undergrad enrolled:
6 credit hours

m Divide hoursin remaining period by hours
in academic year: 6/24=.25
m Multiply thisfraction by the annual limit:
base: .25 x $3,500= $875
additional: .25 X $4,000 = $1,000

2-23 |

Montgomery GI Bill-Active Duty
and AmeriCorps Benefits

Treated as other aid for:
- Campus-based aid programs, and

- Unsubsidized FFEL or Direct Unsubsidized
Loan

Not treated as other aid for:
- Subsidized FFEL or Direct Subsidized Loan

2-24 |

Schools may exclude any portion of a subsidized loan that is equa to or less than these

benefits when packaging campus-based aid. This option must be applied on a case-by-case

basis.
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2-17



Session Two—Student Eligibility & Other Related Issues

Montgomery GI Bill-Active Duty
and AmeriCorps Benefits

When calculating €ligibility for campus-
based aid, the school has the option to:

- Exclude from resources the portion of the
subsidized FFEL or Direct Subsidized Loan
that is equal to or less than the excluded
Montgomery Gl Bill-Active Duty or
AmeriCorps benefits

Case Study 2-5: Penny Jones

Examining eligibility when Montgomery Gl Bill—Active Duty
benefits are involved

Penny Jones is a first-year, independent undergraduate student. Penny has the
following for the academic year:

EFC: 950
Federal Pell Grant: $2,175
Montgomery Gl Bill—Active Duty Benefits: $4,752

Example A

Penny enrolls in atwo-year program at aloca community college. Her need is
determined to be $5,550 ($6,500 COA - 950 EFC).

The actual assistance Penny is receiving from the Pell Grant and Montgomery Gl
Bill—Active Duty benefits equals $6,927 ($2,175 + $4,752) which exceeds her need
aswell as her COA. Under the 1998 Amendments, Penny is still eligible for a Direct
Subsidized Loan (or a Subsidized Stafford Loan) because the $4,752 in Montgomery

2-18 Reauthorization Training Spring 2000 Participant’'s Guide
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Gl Bill—Active Duty benefits are excluded as estimated financial assistance for this purpose.
Penny’s cost minus her EFC and minus her Pell Grant till leaves an unmet need of $3,375
for purposes of the subsidized loan ($6,500 - 950 - $2,175).

The dlowable maximum subsidized loan amount, which is $2,625 for a first-year student, is
less than her unmet need for subsidized loan purposes; therefore, Penny may receive a Direct
Subsidized Loan for $2,625. The decision to take out a subsidized loan is Penny’s decision
and the school must follow the statute. In this case, Penny’s actual assistance totals $9,552,
which exceeds her need as well as her COA ($2,175 + $4,752 + $2,625).

However, under the statute and regulations, this is not considered an overaward or an
overpayment.

Under the new campus-based regulations, Penny still would not be digible for any campus-
based aid. Her need is $5,550 and her total resources, excluding the Direct Subsidized Loan
under the new school option for the campus-based programs, is $6,927, and that amount still
exceeds her need.

/se Study 2-5 (Example A):
Penny Jones

Pv <
$6,500 COA $2,175 Pell Grant
- 950 EFC + 4,752 Montgomery Bill Active Duty

- 2,175 Pell Grant + 2,625 Subsidized Stafford Loan
- 3,375 unmet need* $9,552 total aid**

* For subsidized |oans, when Montgomery Gl Bill-
Active Duty benefits are excluded

** Although this exceeds need and COA, it isnot an
overaward under statute

2-26 |
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Now let’s look at example B in the same case.

Example B

Penny enrolls in a four-year program at a public college in her state. Her need is determined
to be $8,550 ($9,500 COA - 950 EFC).

Penny’s actual assistance from the Pell Grant and Montgomery Gl Bill—Active Duty benefit
equals $6,927 and does not exceed her need ($2,175 + $4,752).

The difference between her need and the above assistance she is receiving is $1,623 ($8,550 -
$6,927).

Under the 1998 Amendments, Penny is eligible for a Direct Subsidized Loan (or Subsidized
Stafford Loan) in an amount that exceeds $1,623, because the $4,752 in Montgomery Gl
Bill—Active Duty benefits do not count as estimated financial assistance for this purpose.
Penny’s cost minus her EFC and minus her Pell Grant still leaves an unmet need for purposes
of the subsidized loan of $6,375 ($9,500 - 950 - $2,175).

The dlowable maximum subsidized loan amount, which is $2,625 for a first-year student, is
less than her unmet need for subsidized loan purposes; therefore, Penny may receive a Direct
Subsidized Loan in the amount of $2,625. The decision to take out a subsidized loan is
Penny’s decision and the school must follow the statute. In this case, Penny’s actual
assistance totals $9,552, which exceeds her need as well as her COA ($2,175 + $4,752 +
$2,625).

However, under the statute and regulations, this is not considered an overaward or an
overpayment.

Under the new campus-based regulations, Penny may also be digible for campus-based aid if
the school wants to apply the regulatory option. In other words, the school does not have to
do this for campus-based aid purposes. Her need is $8,550 and her total resources, excluding
the Direct Subsidized Loan under the new school option for the campus-based programs, is
still $6,927 and that amount is $1,623 under her need ($8550 - $6,927).

Therefore, the school may ill provide campus-based aid that does not exceed $1,623. For
example: $1,123 FWS and $500 FSEOG.

In this case, Penny’s actual assistance totals $11,175, which exceeds her need as well as her
COA ($2,175 + $4,752 + $2,625 + $1,623).

However, under the statute and regulations, this is not considered an overaward or an
overpayment.
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Penny Jones(Example B):

$9,500 COA $2,175 Pell Grant

- 950 EFC +4,752 Mont. Gl Bill-A.D.
- 2,175 Pell Grant +2,625 Sub. Stafford Loan
$6,375 Unmet Need* $9,552 Subtotal of Aid**

* For subsidized loans, when Montgomery Gl Bill-A.D.benefits are
excluded

** Although this exceeds need and COA, it is not an overaward under
statute and regulations

In Example B, Penny could be digible for up to $1,623 in campus-based aid.

Penny Jones(Example B cont)):

$9,500 COA $2,175 Pell Grant
- 950 EFC +4,752 Mont. Gl Bill-A.D.
- 2,175 Pell Grant +2,625 Sub. Stafford Loan

- 4,752 Mont. Gl Bill-A.D. + 500 FSEOG
$1,623 Campus-based elig.  +1,123 FWS
$11,175 Total Aid**

** Although this exceeds need and COA, it is not an overaward
under statute and regulations.
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Federal Perkins Loan Limits

Annual AQQregate

Graduate $6,000 $40,000
Undergraduate $4,000

m After 2 years $20,000
m 1st 2 years $ 8,000

2-29 |

Refer to Appendix E (beginning on page E3-1) for a chart on Perkins Loan
deferments and cancellations.

Federal Work-Study Provisions

Community Service Placement:
— Service to students with disabilities
— On-campus child care services open to the
public
— Must employ at least one student in areading
tutoring or afamily literacy project

May Credit FWS Earnings, with student's
authorization, to:
— Student's account at school
— Student's bank account viaEFT

2-30 |

If FWS earnings are to be credited to either the student’s account at the school or
the student’s account at a financial institution, the student must submit written
authorizations, which can be revised or rescinded at any time.
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Session 2: Brain Candy

U
/
-

Session 2: Review

\ culation of EFC changes.
-7 1" _ student’ sincome protection allowance
— Number in household attending college
— Negative available income offset
m Cost of attendance changes:
— Allowance for computer expenses
— Minimum living allowances
m Student dligibility changes:
— Drug convictions
— Home-schooled students

— Pell Grant for students enrolled in certain
teacher certificate programs

2-32
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\
(\\//
) J/ Session 2: Review

A
.

m Changes that affect campus-based and loan
program eligibility
— Prorating loans for programs or remaining
periods of study less than afull academic year

— Treatment of AmeriCorps and Montgomery
Bill benefits

— Perkinsloan limits
— Federal Work-Study provisions

-

Session 2: Questions
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