SUPPORTING STATEMENT

Information Collections Under the Final Regulations Governing Institutional Eligibility Under the Higher Education Act of 1965, as Amended; Student Assistance General Provisions; General Provisions for the Federal Perkins Loan Program, Federal Work-Study Program, and Federal Supplemental Educational Opportunity Grant Program; Federal Work-Study Programs; Federal Family Education Loan Program; William D. Ford Federal Direct Loan Program; Federal Pell Grant Program; and Gaining Early Awareness and Readiness for Undergraduate Programs.

A.  Justification

1.  Necessity of Information Collected

The Institutional Eligibility; the Student Assistance General Provisions; and the General Provisions for the Federal Perkins Loan Program, Federal Work-Study Program, and Federal Supplemental Educational Opportunity Grant Program proposed regulations revises current regulations in the areas of program administration.  These proposed regulations assure the Secretary that the integrity of the program is protected from fraud and other misuse of program funds.
These proposed regulations are a result of regulatory review of the program regulations to reduce administrative burden for program participants, provide benefits to Title IV recipients, and protect the taxpayers' interest. This request is for approval of reporting and recordkeeping requirements contained in the attached proposed regulations related to the administrative requirements of the Regulations Governing Institutional Eligibility; the Student Assistance General Provisions; and the General Provisions for the Federal Perkins Loan Program, Federal Work-Study Program, and Federal Supplemental Educational Opportunity Grant Program.  The information collection requirements in these proposed regulations are necessary to determine eligibility to receive program benefits and to prevent fraud and abuse of program funds.

Institutional Eligibility:  (OMB control number: 1845-0012)

Section 600.31 contains information collection requirements and is currently approved by OMB.  We are proposing the following change to this section:

Section 600.31--Change in ownership resulting in a change in control for private nonprofit, private for-profit and public institutions

The proposed regulations expand the conditions under which a change in ownership and control is not considered a change for institutional eligibility purposes when the transfer is to a family member.  Under the proposed regulations, a transfer of ownership could occur without regard to the owner’s retirement or death.  The proposed regulations also expand the range of people meeting the definition of a family member. The proposed regulations also exclude a transfer of ownership upon the death or retirement of an owner to a member of management who has had an ownership interest during the preceding two years. 

The total burden hour reduction is not expected to be substantially reduced. We expect the decrease in burden to be insignificant because of the small number of institutions who annually report under this regulation and of that number the few instances where a change in ownership would meet the exemption and therefore not be required to file.

Student Assistance General Provisions: (OMB control numbers: 1845-0022 and 1845-0038)
Section 668.22 contains information collection requirements and is currently approved by OMB under control number 1845-0022.  Section 668.165 contains information collection requirements under control number 1845-0038. In proposed §668.173, we are adding a new reporting requirement to permit institutions to request the Secretary to reconsider a finding that the institution failed to make timely refunds.  The written request to the Secretary documents the reason(s) that were beyond the institution’s control substantiating the relief from a causal finding.  We are proposing the following changes to these sections: 

1845-0022

Sections 668.22--Treatment of title IV funds when a student withdraws.
The proposed regulations would clarify the definition of “an institution that is required to take attendance” and provide additional flexibility to institutions.  Under the proposed rules, an institution would only be required to insure that the sum of all leaves of absence do not exceed 180 days within a 12-month period (as opposed to the current rule where an institution must determine whether subsequent leaves of absence meet certain special terms), provided that it documents the reason for the requested leave.  There would be no significant additional burden or reduction of burden associated with this requirement.
1845-0038

Section 668.165-–Notices and authorizations.

The proposed regulation would reduce burden under this section by eliminating the "confirm receipt" requirement for a notice sent electronically to a student or parent (the notice informs the student or parent of his or her right to cancel a loan or loan disbursement).  This change does not alter the burden to institutions associated with providing notification of title IV, HEA program loan disbursements and the right to cancel all or a portion of the loan. 
1845-0022

Section 668.173--Refund reserve standard.

The proposed regulations would provide greater flexibility to an institution that is cited in an audit or review report for failing to return unearned program funds in a timely manner  (under the current rules, an institution that is cited for this reason must automatically submit a letter of credit to the Secretary to satisfy the reserve standard).  Under this proposal, the institution would be able to demonstrate that circumstances beyond its control inappropriately triggered the audit or review finding or that the finding was erroneously made.  If the Secretary determines that the finding was inappropriately or erroneously made, the institution would not have to submit a letter of credit.  The proposed rules would also provide that the Secretary or guaranty agency may delay requiring a letter of credit from the institution until the final audit or review report is issued.  In addition, the proposed rules would not require the institution to submit the letter of credit if the amount of the letter of credit is less than $5,000. 

The proposed rules could marginally increase the burden on some institutions (those that are cited in an audit or review report would have to submit documents showing that the finding was inappropriately or erroneously made).  However, because an institution that submits acceptable documents would not be required to submit a letter of credit, the cost of any burden would be small compared to the cost of securing a letter of credit that the institution would otherwise be required to submit to satisfy the reserve standard.   

General Provisions for the Federal Perkins Loan, FWS, and FSEOG Programs:  (OMB control number: 1845-0019) 

Section 673.5 contains information collection requirements and is currently approved by OMB.  We are requesting continued approval of this section under a separate paperwork package.  We are proposing the following change to this section: 

Section 673.5--Overaward.  

The proposed regulations would modify the process for referring overpayments by specifying that a student is not liable for certain overpayments less than $25.  The proposed regulations would clarify and simplify the current process by providing that an institution only has to refer the Federal portion of certain FSEOG overpayments, and by making consistent the process for reporting overpayments for all the relevant programs.  There are no new information collection requirements as a result of changing this section.   
2.  Purpose and Use of Information Collected

    Institutional Eligibility: 

   
Section 600.31 provides for the treatment of changes of ownership and establishes that an institution that undergoes a change in ownership resulting in a change in control ceases to qualify as an eligible institution until it establishes that it meets eligibility and certification requirements.  Institutions are required to report a change of ownership that results in a change of control on the electronic “Application for Approval to Participate in Federal Student Financial Assistance Programs” which is reviewed by Case Management to consider whether the institution retains its eligibility to participate in the Title IV programs.  The proposed regulation expands the definition of an “owner’s family” and expands the conditions under which a change of ownership and control is not considered a change for institutional eligibility purposes when the transfer of ownership and control is to a family member.  This is accomplished by expanding the exception to allow an owner to transfer his or her interest in an institution to a member of the owner’s family without regard to the owner’s retirement or death.  Further, upon the death or retirement of the owner, a change of ownership and control is considered an excluded transaction (for the purpose of institutional eligibility), if ownership and control is transferred to a person with an ownership interest in the institution who has been involved in the management of the institution for at least two years prior to the transfer and similarly, had established and retained an ownership for at least two years prior to the transfer.

Student Assistance General Provisions:


Treatment of title IV funds when a student withdraws –
A student on an approved leave of absence (LOA) is not treated as a withdrawal for the purposes of the Return to Title IV Funds regulations. The final regulations simplify the approved leave of absence definition by allowing multiple leaves of absence at the discretion of the institution, as long as the total number of days for all leaves does not exceed 180 days within a 12-month period.  Further, the regulations provides that an institution’s leave of absence policy require a student to submit a written request is modified to require that the request must include a reason. 

The regulations already provide that an institution must determine, before it grants a leave of absence, that there is a reasonable expectation that the student will return from the leave.  In order for the institution to make such a determination, it must know the student’s reason for requesting the leave.  The proposed language would require the institution’s formal leave of absence policy to include the requirement that the student provide the reason for the requested leave of absence for the purpose of determining that there is a reasonable expectation the student will return to his or her program of study.

Notices and authorizations –

Before an institution disburses Title IV, HEA program funds, the institution must notify the loan recipient of his or her rights to cancel a loan or loan disbursement. Previously, when the notice was transmitted electronically, the institution was required to maintain documentation of receipt confirmation.  Under the final regulations, the burden for the maintenance of this receipt is removed from the institution.

Timely return of funds –

Under the provisions of Subpart L of the General Provisions regulations, one of the standards that an institution must satisfy to be financially responsible, as provided in Section 498(c)(6)(A) of the HEA, is that the institution must have sufficient cash reserves to make required refunds.  An institution is considered to have sufficient cash reserves if it is a public institution or it is covered by a State’s tuition recovery fund.  Otherwise, we consider that an institution has sufficient cash reserves if, for its two most recently completed fiscal years, it makes required refunds in a timely manner, as required in §668.22(j).  On the other hand, an institution is not considered to have sufficient cash reserves if an audit or review finding shows that the institution did not make required refunds in a timely manner for 5 percent or more of the students sampled during the audit or review.  In this case, an institution must demonstrate that it has sufficient cash reserves by submitting a letter of credit payable to the Secretary.  

In cases where there are exceptional circumstances beyond an institution's control or where the institution believes that an auditor or reviewer made an error, the rules would provide that the institution may request the Secretary to reconsider a finding that it failed to return unearned funds in a timely manner.  In the institution’s request to the Secretary, it would need to submit documents showing that it would not have exceeded the 5 percent threshold had it not been for the exceptional circumstance or error.  The modest burden to collect the data for submission to the Secretary is more than offset should the Secretary approve the request and thereby exempt the institution from submitting a letter of credit. An institution that submits the request would not have to submit a letter of credit unless the Secretary notifies the institution that its request is denied.     

3.  Consideration of Improved Information Technology

     Institutional Eligibility: 

We maximize the use of available technology to submit an electronic application or to make modifications to the application via the Application for Approval to Participate in Federal Student Financial Aid Programs. 

General Provisions:

We have maximized the use of available technology to perform the Return to Title IV Funds calculations by providing free computation software to the public.

4.  Efforts to Identify Duplication
A thorough review of procedures indicates that current requirements are minimal and avoid duplication.  This review was done in conjunction with affected parties who have a vested interest in eliminating duplication.

 5.  Burden Minimization as Applied to Small Business
No small businesses are impacted by this collection.

6.   Consequences of Less Frequent Data Collection
Recordkeeping requirements are imposed to assure accountability of program participants for proper program administration and less frequent collection could impair accountability of program participants.

7. Special Circumstances Governing Data Collection

The collection of this information will be conducted in a manner that is consistent with the guidelines in 5 CFR 1320.5(d)(2). 

8.   Consultation Outside the Agency

These regulations have been discussed at regulatory negotiated rulemaking meetings of the Department with the financial aid community over a five-month period, as detailed in the preamble of the enclosed regulations.

9.   Payments or Gifts to Respondents
No payments or gifts will be provided to the respondents.

10. Assurance of Confidentiality 

A Privacy Act Notice is included on the Free Application for Federal Student Aid (FAFSA) application form.  In this notice, the applicant (and his parents, for dependent students) is informed of the statutory authority for collecting the information requested.  The applicant is informed we use the information provided on the form to determine if the applicant is eligible to receive federal student financial aid and the amount the applicant is eligible to receive and to verify the applicant's identity.  A listing of the persons and entities to which the information may be disclosed and for what purposes the information may be disclosed is also included.

11. Questions of Sensitive Nature
The Department is not requesting any sensitive data.

12.  Annual Hour Burden for Respondents/Recordkeepers.

Institutional Eligibility:

As explained in #1 of this supporting statement, §600.31 contains information collection requirements and is currently approved by OMB.  The proposed change to this section, however, does not change the burden hours associated with the section.  
Student Assistance General Provisions: 

Section 668.22 contains information collection requirements and is currently approved by OMB, as explained in #1.  The proposed change to this section, does not change the burden hours associated with the section.

While §668.165 contains information collection requirements and this section has  burden associated with the information collection as approved by OMB, under the proposed regulations the elimination of the requirement that an institution confirm the receipt of the electronically transmitted notice will not change the current burden assessment.

Currently, §668.173 does not have burden hours associated with it.  While the proposed regulations creates an insignificant amount of burden on some institutions, the burden of the submission of documentation of an inappropriate or erroneous finding offsets and more than eliminates the burden and expense of being required to submit a letter of credit by the institution to the Secretary. 

General Provisions for the Federal Perkins Loan, FWS, and FSEOG Programs:
As explained in #1 of this supporting statement, §673.5 contains information collection requirements and is currently approved by OMB.  The proposed change to this section, however, does not change the burden hours associated with the section.  
13. Annual Cost Burden to Respondents

Institutional Eligibility:

No changes to the current inventory. 

Student Assistance General Provisions: 

No changes to the current inventory. 

General Provisions for the Federal Perkins Loan, FWS, and FSEOG Programs:

No changes to the current inventory. 

14.  Estimated Annual Cost to the Federal Government

Institutional Eligibility:

There are no additional costs to the federal government as a result of these proposed regulations.

Student Assistance General Provisions: 

There are no additional costs to the federal government as a result of these proposed regulations.

General Provisions for the Federal Perkins Loan, FWS, and FSEOG Programs:

There are no additional costs to the federal government as a result of these proposed regulations.

15. Reasons for Changes to Burden Hour Estimated
Details of regulatory changes are contained in the enclosed regulations.  However, there is no resulting burden hour change.

16. Collection of Information with Published Results
 The results of the collection of information will not be published.

17.  Approval to Not Display Expiration Date
 ED is not seeking this approval.

18.  Exception to the Certification Statement
ED is not requesting any exceptions to the "Certification for Paperwork Reduction Act   Submissions" of OMB Form 83-1.
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