SUPPORTING STATEMENT

Information Collection

For the

Federal Perkins Loan Program

Federal Perkins Loan Master Promissory Note
A. Justification

1. Necessity of Information Collected

The Higher Education Act of 1965, as amended (HEA), established the Federal Perkins Loan Program.  The Federal Perkins Loan Program provides loans to students to pay the costs of a student's attendance at an institution of higher education.  The regulations governing the Perkins Loan Program are specified in 34 CFR Part 674.

The Department of Education has created a Federal Perkins Loan master promissory note (MPN) in consultation with schools, the Coalition of Higher Education Assistance Organizations (COHEAO) and the National Association of College and University Business Officers (NACUBO).  An MPN is a promissory note under which a borrower may receive loans for a single academic year or multiple academic years.  The adoption of the MPN in the Perkins Loan Program will simplify the loan process by eliminating the need for institutions to prepare, and students to sign, a promissory note each award year. 

2. Purpose and Use of the Information Collected

The collection of information on the MPN is necessary for eligible institutions of higher education to make Perkins loans to students, and for those institutions and the Department of Education to enforce repayment of those loans.  The specific use of the promissory note is to authorize the loan holder to provide information to schools, servicers, and the Department about the loan.  

The MPN is the means by which the student promises to repay the Federal Perkins Loan under the terms and conditions set forth in the promissory note, which is signed and agreed to by the borrower before the institution disburses the loan.   

If the Department did not conduct this collection of information, a student would not have the opportunity to obtain a Federal Perkins Loan and take advantage of benefits that this low-interest student loan program has to offer.  A justification of the data elements on this promissory note is included as an attachment to this Supporting Statement.

3. Consideration of Improved Information Technology

In accordance with the Electronic Signatures in Global and National Commerce Act (E-Sign) and the Government Paperwork Elimination Act (GPEA) the Department will be allowing borrowers to use electronic signatures when signing Federal Perkins Loan Master Promissory Notes.  As of July 1, 2001, schools and servicers may process promissory notes with electronic signatures.  The E-Sign legislation states that both parties (borrower and lender) must agree to conduct business electronically.  Some schools may choose to offer and encourage this method of originating loans, while others may wish to continue using a hard-copy MPN format.  The Department developed and published standards for processing title IV student loan promissory notes with electronic signatures in Dear Partner Letter GEN-01-06, May 2001.  

4. Efforts to Identify Duplication
A thorough review of procedures indicates that current requirements are minimal and avoid duplication.  There is no similar information available that can be used or modified for this purpose at this time.

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

6. Consequences of Less Frequent Data Collection
The MPN must be completed and signed by each borrower to receive the first Federal Perkins Loan under the MPN.  The MPN minimizes the frequency of data collection by allowing a borrower who has completed the MPN to receive subsequent loans for up to 10 years without signing another MPN.  (Please note in the Notice box at the bottom of page three of the Note that there are three conditions under which the multi-loan use of the MPN would terminate and  a new MPN would be required to be signed).  

Perkins schools will be given the option of using the new MPN or the currently approved Federal Perkins Loan promissory note during the transition 2003-2004 academic year.  Borrowers will be required to use only the MPN when the current Perkins promissory note expires on July 1, 2004.

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 1320.6.

8. Consultations Outside the Agency
This form was developed in consultation with schools, the Coalition of Higher Education Assistance Organizations (COHEAO), and the National Association of College and University Business Officers (NACUBO).

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 Federal Perkins Loan Program MPN.  In this notice, the borrower is informed of the statutory authority for collecting the information requested.  Although disclosure of the information is voluntary, the borrower is informed that in order to be considered for a Title IV loan program benefit the information must be provided.  The information provided is used to verify the borrower's identity, to determine the borrower's Federal Perkins Loan eligibility for benefits, to permit the servicing of the borrower's loan(s), and to locate the borrower and collect on the loan(s) if the loan becomes delinquent or defaulted.  

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

12. 
Annual Hour Burden for Respondents/Recordkeepers
The total annual reporting burden for this collection of information is approximately 345,000.  The MPN must be completed and signed by all borrowers for the first loan obtained under the MPN Federal Perkins Loan.  However, the collection of information in subsequent years will not be necessary since multiple loans can be made under the MPN.  Using the hourly minimum wage rate of $5.15 per hour, the estimated total annual costs to respondents for the hour burden is $1,776,750.  There is an additional annual estimated cost to respondents of  $127,650, calculated by multiplying the estimated number of respondents (345,000) by the cost of postage ($0.37) required to return the MPN.  Although this estimated cost assumes that the postage cost applies to all respondents, note that many borrowers who complete MPNs deliver them directly to school financial aid offices and thus do not have to pay for postage.   

13.
Annual Cost Burden to Respondents


There are no capital/startup costs to respondents, nor are there any annual costs to respondents associated with operating or maintaining systems or purchasing services.  

14.
Estimated Annual Cost to the Federal Government

The total estimated annual cost to the Federal government for this information collection is $1,798 for developing the MPN form.  The estimate for developing this form represents salary costs and was calculated as follows:

50 hours X $35.96 per hour = $1,798

15.
Reason for Changes to Burden Hour Estimate
Burden hours will remain unchanged during the first year of implementation because each borrower must initially complete and sign an MPN in order to receive a Perkins Loan.   In subsequent years, the MPN will reduce burden hours by eliminating the need for institutions to prepare, and students to sign, a promissory note each award year.  
16.
Collection of Information with Published Results

The results of this collection of information will not be published.

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

18. Exceptions to the Certification Statement

The Department is not requesting any exceptions to the “Certification for Paperwork Reduction Act Submissions” of OMB Form 83-1.

B. Collection of Information Employing Statistical Methods

This collection of information will not employ any statistical methods.

