Proposed Regul at ory Language

Commttee Il - Program | ssues
Qui ck Fi x: No
Oigin: Fed Up #89 and #99
| ssue: Need Anal ysis - Cost of Attendance and

Pur chase of Conputer
Regul atory Cite: None

Summary of Requested Change: Cdarify the conditions under which
t he purchase or | ease of a conputer may be included in a
student’s cost of attendance as defined in section 472 of the
HEA.

Regul at ory Change: None.

Reason: Section 478 of the HEA specifically provides that the
Secretary may not regulate in the areas of needs anal ysis and
cost of attendance. However, the Federal Student A d Handbook
indicates that institutions may include the docunented cost of
the purchase or rental of a conputer in a student’s cost of
attendance for purposes of determ ning need for Title IV Federal
student aid funds.

In a nunber of discussions with the community, the comrunity

i ndi cated that they would prefer that we not offer any nore
speci fic guidance than what is provided in the law. During our
| ast session, the timng of the purchase of the conputer was

di scussed.



Proposed Regul at ory Language

Commttee Il - Program | ssues
Qui ck Fi x: No
Oigin: Fed Up #94
| ssue: Student Eligibility — Regaining Eligibility
Regul atory Cite: None

Summary of Requested Change: Cdarify the conditions under which
a student gains or regains eligibility for Title IV aid.

Regul at ory Change: None.

Reason: The regul ations do not specifically speak to when a
student gains or regains eligibility. However, the Departnent
has, over the years and in a nunber of ways, provided the
foll ow ng guidance in this area.

The circunstances addressed by this gui dance are those where the
student resolves an eligibility issue related to when the
student:

Becones a “regul ar student”

Resol ves a default or overpaynent problem

s no | onger incarcerated

Becones a hi gh school graduate or successfully passes an
approved ATB test

Satisfies the citizenship requirenents

Regi sters with Sel ective Service

| s considered to be nmaking satisfactory academ c progress

For the FFEL and Direct Loan prograns, the student becones
eligible for the enrollnent period in which the eligibility
i ssue was resol ved.

In general a student becones eligible for Pell Gant and canpus-
based aid beginning with the paynent period in which the
eligibility issue was resolved. The exceptions are that if the
initial ineligibility was due to a question related to the
citizenship requirenents, valid social security nunber or

sel ective service registration the student becones eligible for
Pel | and canpus-based aid for the entire award year.



Proposed Regul at ory Language

Commttee Il - Program | ssues
Qui ck Fi x: No
Oigin: Fed Up #5
| ssue: Acceptability of Electronic Signatures
Regul atory Cite: None

Summary of Requested Change: Cdarify the conditions under which
comuni cations between Title IV program participants may be
acconplished electronically. Also clarify when a signature that
is required by the regul ations may be provided el ectronically.

Regul at ory Change: None.

Reason: Since, in alnost all instances, the current |anguage of
the regul ati ons does not specifically require either a printed
“pen and i nk” conmuni cation or a “wet” signature, there is no
need to nodify the regulations. The guidance that has

previ ously been provided in this area stands. That is, unless a
regul atory requirenent specifically states that a notification,
certification, authorization, or signature nust be in a paper
format, such communi cations may be acconplished el ectronically.

However, care should be taken that any el ectronic process used
conplies with applicable |aws (HEA, E-Sign, etc.), especially
requirenents that relate to consuner (student, borrower, parent,
etc.) consent, privacy, and security. Participants should al so
conply with any Department issued gui dance, such as l|last year’s
Standards for Electronic Signatures in Electronic Student Loan
Transacti ons.

Later this year, the Departnent expects to provide additional
gui dance for the use of electronics in the adm nistration of the
Title I'V prograns. They will address issues related to:

The sendi ng of el ectronic notices

bt ai ning el ectronic authorizations

Use of electronics in the verification process
The use of “shared secrets” such as PINs

| ssues of ensuring privacy

Security issues in the use of electronics

O her issues relating to evol ving technol ogi es



Proposed Regul at ory Language

Commttee Il - Program | ssues
Qui ck Fi x: No
Oigin: Fed Up #67
| ssue: “90/10 Rul e”
Regul atory Cite: 8600. 5

Summary of Requested Change: There were two conponents to the
request for nodification to the regul ati ons governing the so
called “90/10” rule. First was a request to allow institutions
to include in the calculation of their 90/10 ratio the
institutional matching that is required under the FSEOG Program
Second was a request to add distributions from*“IRS 529" tuition
savings plans to the list of exceptions to the general rule that
assunes that Title IV aid paid institutional charges first.

Regul at ory Change: None at this tine.

Reason: On the first issue, the Departnent does not agree to
make the suggested change. As was discussed during the

negoti ated rul emaking on this issue two years ago, unless the
institution’s matching cane from outside of the school, counting
such contribution in the forrmula (especially in the denom nator)
woul d violate the 90/10 neasurenent of outside sources of
revenue. It would also be contrary to the “cash basis”
accounting standards that nust be used in cal culating the 90/10
ratio.

On the second issue, before proceeding the Departnent needs
additional information on how an institution would track and
docunent that paynments nade by famlies were derived fromthe
529 tuition savings plans and wants to identify what other

i nformati on woul d be avail able during that process. The
Department al so needs additional information on how nonies from
529 tuition savings plans are different from any other nonies
that a famly uses to satisfy their EFC. One distinction
between a prepaid State tuition plan and a 529 tuition savings
plan as we understand it, is that a prepaid State tuition plan
is used as a resource in calculating need (is excluded from
calculating the EFC) and with a 529 tuition savings plan, the
funds are counted in determning the EFC and actually result in
increasing the EFC. Further, part of a 529 tuition savings plan
distribution is income to the beneficiary and could increase the
EFC based on the beneficiary's incone.



Proposed Regul at ory Language

Commttee Il - Program|ssues
Qui ck Fix: No
Oigin: Fed Up #75
| ssue: Modi fication to the EADA Requirenents
Regul atory Cite: 8668. 41

Summary of Requested Change: The request was to nodify the
regul ations that provide when an institution nmust make public
its consunerisminformation related to its intercollegiate
athletic program

Regul atory Change: None at this tine.

Reason: As agreed at the | ast neeting, the Departnment and NAI CU
have had several conversations about this provision. The
original request was to nmake the disclosure date correspond to
the date that institutions submt their annual audited financial
statenents. However, the statutory date of October 1 for the
first year’'s disclosure (which was nodified by regulations to
Cct ober 15 for subsequent years) was based upon the NCAA s early
signing date for major wonen’s sports. The issue for discussion
is whether shifting the date to a |later date such as January 15
will assist institutions and will continue to serve the needs of
the students for obtaining this consuner information.



Proposed Regul at ory Language

Commttee Il - Program | ssues
Qui ck Fi x: No
Oigin: ED
| ssue: Home School ed Students
Regul atory Cite: 88600. 4, 600.5, 600.6, and 668. 32

Summary of Requested Change: To clarify and define the Title IV
eligibility requirements for home school ed students and to make
the institutional eligibility requirenments consistent with the
student eligibility requirenents.

Regul at ory Change: None.

Reason: The requirenents addressed in this request cannot be
changed because they are based specifically on statutory

provi sions of the HEA. However, the Departnent is considering

i ssuing guidance that will help clarify our position that if a
student who conpl etes honme schooling is not bound by conpul sory
education statute under state law, admtting such a student as a
regul ar student will not jeopardize an institution’s eligibility
to participate in the Title IV prograns.



Proposed Regul at ory Language

Commttee Il - Program | ssues
Qui ck Fi x: No
Oigin: Fed Up #42
| ssue: Return of Title IV Funds--50% G ant

Protection
Regul atory Cite: 8668. 22(h) (2)

Summary of Requested Change: Expand applicability of 50% grant
protection for students who w t hdraw.

Regul at ory Change: None.
Reason: W have concluded that the statute does not permt the

expansion of this provision and will explain our decision at the
next negotiating session.



Proposed Regul at ory Language

Commttee Il - Program | ssues
Qui ck Fi x: No
Oigin: 1/ 7/ 02 Suggestion
| ssue: School Eligibility--50% Rul e
Regul atory Cite: 8600. 7

Summary of Requested Change: Clarify the "50% Rul e" for
correspondence and tel econmuni cati ons cour ses.

Regul at ory Change: None.

Reason: W have concl uded that our regulations correctly
reflect the statute. However, we have significantly revised the
Federal Student A d Handbook to clarify how these provisions
apply to various types of institutions. A draft of the revised
Handbook was circulated to a few institutional negotiators for
their review and coment.



Proposed Regul at ory Language

Commttee Il - Program | ssues
Qui ck Fi x: No
Oigin: Fed Up #6 and #8
| ssue: Federal Work Study - El ectronic FWS Payr ol
Syst ens
Regul atory Cite: 8675. 19(b) (2) (i)

Summary of Requested Change: Permt the use of electronic tine
systens as alternatives to paper tine records signed by a
supervi sor for Federal Wbrk-Study (FW5)

Regul at ory Change: None.

Reason: The current FW5 regul ations allow a school as of
Novenber 1, 2000 to use an electronic certification by the
supervi sor that each FW5 student has worked and earned the
anount being paid. The current FW5 regul ati ons provide the
flexibility that allows a school to inplenent an el ectronic
payroll systemthat can process tine records for its FW5
students. However, to enphasize and clarify the flexibility
avai l abl e to schools under the FWs Program the Departnent wll
revise the Student Financial A d Handbook.



Proposed Regul at ory Language

Commttee Il - Program | ssues
Qui ck Fi x: No
Oigin: Fed Up #88
| ssue: Federal Work-Study (FW5) - Comrunity Service
Wai ver s
Regul atory Cite: 8675. 18(9g)(2)

Summary of Requested Change: Cdarify the conditions under which
the Secretary nmay grant a waiver of the requirenent that a
school use a certain percentage of its FW5 Federal allocation
for community service.

Regul at ory Change: None.

Reason: The current FWS regul ations provide for a waiver of the
community service requirenent if the Secretary determ nes that
enforcing the requirenent woul d cause a hardship for students at
the school. The Departnent has been sensitive to the concerns
of the schools in the waiver process. To allow flexibility to
consider all factors that are valid reasons for a waiver, the
regul ati ons do not specify the circunstances that woul d receive
a wai ver of the conmmunity service requirenent.

The negotiators requested informati on on reasons provi ded by
schools for a community service waiver request. The schools
i ndi cated that enforcing the conmunity service requirenents

woul d cause a hardship for their students because:

A. The buil ding used for community service activities was
destroyed or a natural disaster inpacted the operation of the
school

B. The school received a very small FWS allocation and seven
percent of that anmount only provided enough funds for a
student to work for a short period of tinme.

C. The school offers a single area of specialized study, such as
heal th professions, that results in its students having
extensive curriculumand cl assroom wor kl oads that prevent the
students from perform ng conmunity service jobs at the tine
t hose opportunities are avail abl e.
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D.

The school is located in a rural area and its students lack a
means of transportation to get to the town where the community
service jobs are located. In sone cases where the
transportati on does exist, the costs are very high.

The school enrolls only adult students whose schedul es and
famly responsibilities do not allow themto fill the
avai |l abl e community service job tine slots in the area.

The students are unable to performthe famly literacy or
readi ng tutoring aspect because the students are not up to the
academ c levels or do not have the skills for reading and
writing.



Proposed Regul at ory Language

Commttee Il - Program | ssues
Qui ck Fix: No
Oigin: Fed Up #100
| ssue: Overaward Tol erances

Regul atory Cites: 88673.5(d), 682.604(i), and 685.303(e)

Summary of Requested Change: Use the $300 overaward threshol d
for all Title IV aid prograns so there is consistency with al
prograns.

Regul at ory Change: None

Reason: Current canpus-based regul ations provide for this $300
overaward threshold when it occurs after canpus-based aid has
been packaged. However current regulations for the WIlliamD.
Ford Federal Direct Loan (Direct Loan) and Federal Fam |y
Educati on Loan (FFEL) prograns only provide for a $300 overaward
threshold if the student has Federal Work-Study (FW5). |If there
is no FWs in the student's aid package, an overaward threshold
is not allowed under the Direct Loan and FFEL prograns.

Sections 428G d)(2) and 451(b)(2) of the Hi gher Education Act of
1965, as anended (HEA), only provide for an exception of a $300
overaward threshold for the case where a Direct Loan or FFEL
borrower has FWs in his or her aid package. The HEA woul d have
to be anmended in order to allow a general overaward threshold
under these two | oan prograns.



Proposed Regul at ory Language

Commttee Il — Program | ssues
Qui ck Fix: No
Oigin: 1/7/ 02 Suggestion
| ssue: Ti mel y Refunds
Regul atory Cite: 8668. 173(b) and (c)

Summary of Requested Change: Determne tinely making of refunds
to take into account mitigating circunstances.

Regul at ory Change: None at this tine.

Reason: W will use the information recently received fromthe
non-federal negotiators as a basis for our discussion at the
March session. W received the information too late to consider
for draft regulatory | anguage to neet our agreed upon deadline
for providing the | anguage to the negotiators.



