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Coordinator:
Good afternoon and thank you for standing by.

All participants will be in a listen-only mode for the duration of today’s conference.


This conference is being recorded. If you have any objections, you may disconnect at this time.


I would now like to turn the call over to Christal Simms.


You may begin.

Christal Simms:
Hello, everyone and welcome to the 150% Direct Subsidized Loan Limit Review of Basics and Implementation Update Webinar.


My name is Christal Simms and I will be your moderate.


Today’s Webinar will be conducted in listen-only mode. If you have questions during the Webinar, click on the Q&A button on the menu bar at the top of your screen. A new window will open. Click on the top blank there to type your question and then click “Ask.” Please remember to include the slide number with your question.


Questions will be held until the end of the presentation where they will be read to offer then a response.

If you want to download a copy of the slides, click the Handouts icon in the top right corner.

Now I’ll turn you over to Jeff Baker to begin today’s Webinar.

Jeff Baker:
Good afternoon, everyone, or at least for most of the country it’s still morning in some parts of the country. Thank you very much for joining us today for the third in a series of Webinars on the new 150% direct subsidized loan limitation requirements.


The two earlier sets of Webinars were several months ago. In the meantime, we’ve done some work on this on how implementation is going to proceed. We published some information, which we’ll go over today, and we’ll bring everyone up to speed as we approach the beginning of this implementation of 150%.


What we’re going to do today is my colleagues, Nathan Arnold and Ian Fox, are going to take you through the slides in terms of overview, some of which we’ve had from the other Webinars.


There’s some new stuff which they’re going to go over. I might have a little bit - they gave me a little bit to do in the middle of this presentation.


And then at the end, excuse me, we’ll take, hopefully, not more than an hour for that, hopefully a little bit less, and then we’ll open it up for questions. Christal gave you the information about how to submit a question. When we’re done, I’ll ask Christal to read that again.


So with that, let me just begin a little bit before I hand it over to Nathan.


First of all, as you know, this new requirement, 150%, came out of legislation that was passed in July of 2012, the Moving Ahead for Progress in the 21st Century Act. Under that provision, the congress had said that students limited in amount of time that they can get a direct subsidized loan. That legislation provided that we did not have to comply with the master calendar, which, in terms of regulations, we did not have to go through negotiated rulemaking and PRMs and so forth. And so we issued regulations on July 16th, interim final regulations, that will implement the program.


We did request and received comments on those interim final rules. We have reviewed them. We are considering whether we’ll make any changes to the requirements. But I think it’s fair to say that if there are any changes -- if there are any changes -- they will be in the details and not in the overall structure that we’ve explained in the other Webinars, in our communications and that we’re going to talk about today.


We have established in - on our IFAP Web site electronic announcements, 150% electronic announcements. We posted the fifth one, Number 5, just a few hours ago on IFAP. And we’re still developing a process where you’ll have one click link on the home page of IFAP to get the 150% thing as much as we’ve done in the past for things like gainful employment.


So with that, let me hand it over to Nathan and we’ll begin going through the slides and the important information we’re going to provide today.

Nathan Arnold:
Thanks, Jeff.


We’re going to start with just a brief overview of some of the provisions and then get in to a little bit of the details of how some of this work before we talk about some of the implementation updates.


So to start, we’re going to be talking about who is covered by these regulations. Not all borrowers are subject to the 150% direct subsidized loan limit. It only applies to first-time borrowers as of July 1st of this year. And that means someone who has no outstanding balance on a Pell or direct loan when receiving a direct loan on or after July 1st 2013. So if a borrower has no balance on one of those loans on or after that date, they are a new borrower and they are covered by these provisions.

We’ve shown you two examples here of how borrowers can be considered a first-time borrower. The first, Example A, is the most direct. And that’s a student who had never borrowed before, they enrolled, for example, for the first time in August of this year, they received a direct loan. At the time they received the direct loan they had no balance; therefore, they are first-time borrower and they are limited to 150% of the program length.


The second example is a little more indirect. The student in this example, Example B, received a loan prior to July 1st. They paid off all of their loans after July 1st. And then they enroll in another program in 2017. When they received the new loan for the new program in 2017, they had no outstanding balance. And because they had no outstanding balance on or after July 1st 2013 because they had paid it off, they are also considered a first-time borrower.


The consequences that Jeff alluded to at the start of the presentation are twofold.


The first is loss of eligibility. A borrower loses eligibility if they received direct subsidized loans for 150% of the length of their current academic program. And when we say “current,” we mean as opposed to some prior program and we mean, for example, the program that the borrower is planning to attend based on the length of that program.


And as we note here on the slide, this is measured in time and not dollars like some other measurements such as Pell LU.


The other main consequence is once a borrower loses eligibility for direct subsidized loans, they may also lose the interest subsidy on those loans previously received.


And this graphic just demonstrates the progression of consequences, actions and consequences, that can cause that to occur.


First, a borrower loses eligibility for direct subsidized loans due to the 150% limit. They do not complete their program on time and then they enroll -- and by enroll, we mean attend coursework -- in a program that is either the same program or another program that is equal, of equal or lesser length. And this is based on enrollment, not based on application for aid, receipt of aid, failing out of FAFSA. The borrower has to attend coursework.


At that point, if they lose eligibility due to 150% and then attend, they will lose interest subsidy on the previously received loans.


So we’re going to go into a little bit more detail about the first consequence, the loss of eligibility.


And we’re going to come back to this slide. This is a bit of an overview. And this just demonstrates how we consider a borrower’s eligibility for direct subsidized loans under the limit, how much they’ve used and what they have remaining.


And these three circles represent defined terms under the regulations: The maximum eligibility period, the subsidized usage periods and the remaining eligibility period.


And what they really mean is the maximum eligibility period is the limit minus how much they’ve used and the first minus. The second is what they have left.


And as it states here, the 150% limit is met and further eligibility is lost when the remaining eligibility period is zero or less.


So we’re going to talk about each of these terms in a bit more detail and we’re going to start with the maximum eligibility period. And again, this is just another way of saying 150% of the length of the program or the limit the borrower has for direct subsidized loans under these regulations.


So the maximum eligibility period is 150% of the published length of the borrower’s current or upcoming academic program. And this is another way of saying that the limit is 1-1/2 times the length of the program. This varies from program to program. Meaning that it is different, for example, from Pell LU where a borrower has just one overall limit. The maximum eligibility period is based on the program that the borrower is enrolled in.


We calculate it by multiplying the published length of the program by 1.5 and we measure it in academic years or portions thereof. A borrower can have a fractional maximum eligibility period.


We will do the calculations and we will do those calculations based on school reporting which Ian will talk about in a bit more detail later on.


So the way to think about this is if a borrower is enrolled in a program that’s four years, multiplied by 1-1/2, that’s a maximum eligibility period of six. A two-year program has a maximum eligibility period of three. And an 18-week program has a maximum eligibility period of 27 weeks.


But we measure those in academic years as I said, not weeks. And so our next slide shows you how we calculate that. We convert - for programs that are measured in months or weeks, we convert them to years.

And the way we do that is fairly straightforward. We divide the number of days in the program by the number of days and the Title IV academic year. And that way, we determine program length. And we use the shorthand of defining a month as 30 days and a week as 7 days.


So to take that example from the prior slide, a program that is 18 weeks in length, we divide that by the Title IV academic year which would be 26 weeks. The days in each - the days in the program divided by the days in the academic year results in a program length of 0.69 years, just dividing one by the other. And if you wanted to figure out the maximum eligibility period for that program, you multiply it by 1.5 and the borrower would have a 1.04 years of maximum eligibility period for that program.

Again, this is not something you have to be particularly concerned with because we will do the calculations and you’ll be able to see the reported maximum eligibility period through the reporting systems.

Next, we’re going to talk about how we calculate the amount of time or the amount of subsidized usage the borrower had used up. And again, remember, this is just what - how we track progress towards hitting the limit that we subtract from the maximum eligibility period.


We calculate the subsidized usage period as the period of time for which a borrower receives a direct subsidized loan. This is calculated separately for each loan on a loan by loan basis. It is also measured in academic years or portions thereof and it is rounded down to the nearest quarter of the year.


I do want to note that we received some comments on this as a part of the interim final regulations and we are considering in our formulation of the final regulations those comments.


The subsidized usage period includes only periods where a direct subsidized loan is received. If a borrower is enrolled but not receiving a loan, that does not count toward their overall 150% limit. And like the maximum eligibility period, we will calculate that using score reported information. We will add all the subsidized usage periods together to track the total progress toward the limit and we will track loans received for prior programs toward the maximum eligibility for the borrower in the current program.


The way that we calculate the subsidized usage period is by dividing the number of days in the loan period for which the borrower received the loan by the number of days in the academic year. And we want to note especially here that the loan period is separate and different from the academic year. The loan period is the period of enrollment for which the loan is intended and the academic year is the period used to track annual loan limits either through a scheduled academic year or through a borrower-based academic year.


And remember that this academic year is for annual loan limit purposes, which includes breaks between terms. The most straightforward example of this is for a borrower who receives a loan with a fall and a spring term for an academic year that is also fall and spring. For that loan period and that academic year, they’re the same. So the borrower in that case would have a subsidized usage period of one.


We do think that the easiest way to understand this is just by going through a few examples.

So the first example we have here is for a program that is semester based and a scheduled academic year that includes both the fall and the spring semesters. In this example, the student receives the loan for the fall semester only. We calculate the subsidized usage period, as I said, by dividing the number of days in the loan period by the number of days in the academic year.

And if you take the dates, the calculation works out that there’s 117 days in the loan period for fall while there are 264 days in the academic year. You divide one by the other and you are left with the subsidized usage period of 0.44 years. That is rounded down to the nearest quarter, which is 0.25 years.


Again, remember that this occurs because the break between terms are considered within the calculation of the academic year.

We also have special treatment for borrowers who are enrolled on a part-time basis. And we calculate the subsidized usage period by prorating for those borrowers their subsidized usage period either by 0.75 if the borrower is enrolled on a 3/4-time basis or by 0.5 if the borrower is enrolled on a half-time basis. And if the borrower is enrolled full time, we do not prorate at all.

I want to note that the proration occurs before rounding. And once again, I think that the easiest way to understand this is by looking at an example. I do also want to note that we do this calculation on a payment period by payment period basis.


But in Example 2, we have a similar type of program -- it’s semester based -- with a scheduled academic year that includes the fall and spring semesters. The student receives the loan for both semesters while enrolled half time for both semesters. Again, the loan period dates and the academic year dates are the same. So normally, the subsidized usage period would be one year in length. But because the borrower is enrolled half time, we prorate that subsidized usage period by 0.5 and a proration of 0.5- to a 1-year subsidized usage period results in a subsidized usage period of 0.5 years.

One other exception that we have in the regulations is with respect to the annual limit exception. And this is the only circumstance where dollars are considered in calculating a subsidized usage period rather than the period of loan receipt.


So I want to remind everyone that you can receive a loan up to the annual loan limit for a period under the direct loan regulations for a period less than an academic year. And under this exception, if a borrower receives such a loan, for example, an annual loan limit for a second-year borrower in the amount of $4500 for only a term, that borrower’s subsidized usage period is one notwithstanding the fact that they’ve been enrolled for a shorter period of time than one year.

This can only occur for standard term programs or for nonstandard term programs that are substantially equal and are at least nine weeks in length. And very briefly, this is because for non-term programs and similar programs, the loan period is the shorter of the program or academic year. If the loan period is the same of the academic year, this exception does not apply because, of course, the loan period and academic year are the same.


If the program is shorter than the academic year, the loan amount is prorated. And therefore, the borrower does not receive the full annual loan limit. And again, this exception would not apply.

So just a reminder, this exception only applies if a borrower receives the annual loan limit in a standard term or certain nonstandard term programs for a period of enrollment less than an academic year.


Example 4 shows how this annual loan limit exception would work. In a semester-based program with a scheduled academic year that includes fall and spring, a third year student receives a loan for $5500 for the fall semester only. And again, this is the annual loan limit for direct subsidized loans.


Although the loan period is 117 days and the academic year is 264, the subsidized usage period is not 0.44 years. Because the borrower received the annual loan limit for that period of enrollment less than an academic year, the exception applies; and therefore, the borrower has a subsidized usage period of one year notwithstanding that shorter period of enrollment.


I want to turn it over to Ian who’s going to discuss some details we put out earlier last year in a Dear Colleague letter that concerns the calculation and proper reporting of subsidized usage periods.

Ian Fox:
Thanks, Nathan.


So we need to talk for a moment about the reporting of loan periods and academic years because as we’ve discussed so far, we’re going to assume the burden in needing to perform these calculations ourselves. Ultimately, data that schools report to us will be the driver of those calculations.

And Nathan mentioned that the subsidized usage period is generally the number of days in the loan period divided by the number of days in the academic year. So it’s important that we get those dates right.


We put out DCL GEN-13-13 earlier this year. It applies to all direct loan types but it’s especially important to direct subsidized loans for this reason. As a review, the loan period is going to be the period of enrollment for which the borrower received the loan which necessarily means that if for whatever reason the student’s actual enrollment didn’t match what you originally reported, there will be need to update that loan period.


The academic year, in contrast, is the period to which the annual limit applies. This is different in certain circumstances from the Title IV academic year. But for credit hour programs and the nonstandard term programs to which we provide equivalency, the academic year is going to correspond to the calendar period for the terms in your scheduled academic year or your borrower-based academic year.

By contrast for the clock hour programs and the nonstandard term programs that aren’t equivalent to standard term programs, the academic year is going to be the period of time that it takes or would take the borrower to complete a Title IV academic years' worth of coursework both in the weeks of instructional time and the clock for credit hours required to progress to the next annual loan limit.


So because this is all easier with examples, here we have an example of a two-year program that uses credit hours and standard terms. The academic year, the Title IV academic year is 30 weeks and 24 semester hours and the school uses a scheduled academic year to track the annual loan limit. In this case, the scheduled academic year is fall 2013 and spring 2014. And the borrower is only enrolled and receiving the loan for spring of 2014.

So the loan period is going to be spring of 2014 because this is the period for which the loan is intended and the academic year is going to be - start with the first day of fall 2013 and end on the last day of the spring 2014 semester. Remember, when you have a standard term credit hour program that uses SAY, the start and end date of your academic year is going to be the start and end date of the terms that are - that the SAY is composed of.


I’m reminded that if these were a borrower-based academic year instead of a scheduled academic year and the student started in the spring, because the borrower-based academic year is comprised of the number of terms that the SAY contains -- in this case, two terms -- the academic year for a student who is enrolled in the spring or starts enrollment in the spring is, in all cases, going to be the start of the spring term through the end of the summer term. Note the difference.


Now for clock hour example where we have an 18-week program that is non-term and around 35 clock hours per week. So we have a Title IV academic year that’s set to the minimum, 26 weeks of instructional time and 900 clock hours, and uses the borrower-based academic year because all such programs do and the borrower is enrolled for the length of the program and the borrower progresses through the payment periods on time, the loan period is going to be the beginning and ending of the 18-week program because the minimum loan period for such program is lesser of the length of the program or the academic year. And in this case, the lesser of the two is the length of the program.

The academic year is the period to which the annual loan limit applies. And so that’s going to be the period of time that it would take the student to complete a Title IV academic years' worth of coursework. So that’s going to be the beginning of enrollment in the program, so the end of how long it would take the borrower to complete 26 weeks of instructional time and 900 clock hours.

Now if for whatever reason this borrower did not progress to the payment periods on schedule, say at a certain point the borrower drops to 30 clock hours per week, you would need to extend both the loan period and academic year dates to make up for the difference between the borrower’s anticipated enrollment level and the borrower’s actual enrollment level. And so you would need to ultimately project out, in the case of the academic year, how long it would take the borrower to complete an academic year’s worth of coursework at the new pace.

Now there are going to be a number of circumstances in which the loan period must be updated. This is more or less the case whenever the period for which you originated the loan isn’t corresponding to what the borrower’s actual enrollment or eligibility is.


On this slide, there are a number of examples. The first of which is the borrower not actually enrolling for a payment period that was covered by the original loan period. So if you originated the loan, assuming the borrower would enroll for the fall and spring semesters but the borrower doesn’t show up for the spring semester, you must update the loan period so that it ends at the end of the fall semester and does not include the spring semester.


Obviously, if you didn’t do this, there would be a subsidized usage period of 1 when it should be about 0.5. And so failure to update the loan period is really going to harm a number of borrowers.

Another example is where a student withdraws in the middle of a payment period and all funds are returned to the department through the R2T4 calculation.


Now if any funds are kept after the R2T4 calculation is performed, then the days in the loan period remain and you don’t need to update it. But if all the loan proceeds are returned, the loan period must be updated. This is the concept of in for a penny, in for a pound. If you keep a dollar of your loan proceeds for a payment period, the loan period is untouched.


Now students also have the right to cancel all or a portion of the loan and for whatever reason a student requests that all or a portion of their loan be cancelled, it may be necessary to update the loan period for that reason as well.


Another example is a student who simply is no longer eligible for direct subsidized loans for another reason, say, they’re not meeting satisfactory academic progress. And so they can’t get a direct subsidized loan for a term or a payment period that you originally included in the loan period. You have to update the loan period so that it only includes periods during which the borrower is actually receiving a direct loan.


This was - the last example was one that we covered in one of the actual examples. It’s a student who’s not progressing to the next payment period that’s scheduled where instead of shortening the loan period, you’re going to need to lengthen the loan period to account for the fact that the student is taking a longer period of time to progress than was originally anticipated.


Academic years need to be updated on a far less regular basis. But there are two reasons why you’re probably going to need to update the academic year.


The summer term at standard term schools is a good example. If the student wasn’t anticipated to attend for summer, then there’s no reason to include the summer term in the originally reported academic year. But if the student subsequently decides to attend for summer, that period is now captured under the annual loan limit, and so you would need to update the academic year, and in the case of a student who’s attending and receiving a loan, the loan period as well, but you would need to update the academic year to include the summer term.

Now I should note that this would only need to be the case in situations where the summer term is not a “required term” at your school or it’s a term where you don’t expect students to regularly attend or attendance isn’t anticipated as part of enrollment in the program.


If for whatever reason you have a year-round program and students are regularly expected to attend in the summer, then you should include summer as a header or trailer as appropriate at the outset of originating a direct loan.


The other example is for students in clock hour programs or non-term programs where the student is not progressing to the next payment period as scheduled where you would need to extend the academic year in much the same way you would need to extend the loan period.


Now the guidance in GEN-13-13 applies to all direct loans that are first disbursed on or after July 1st of this year. Even though it’s really important for direct subsidized loans, it’s also important for all other types of direct loans because the academic year especially is going to be used to track annual loan limits, which is something that has existed forever. So it’s really important to have all of your loan periods and academic years accurate for that reason. It applies to all students whether or not they’re first-time borrowers and applies to all eligible programs and coursework, graduate, undergraduate, preparatory coursework, teacher certification programs, all of them.


And we will be watching you. We’re going to monitor compliance with these requirements. And if we find that schools are systemically having problems or if we even have report of one school not doing it quite right, then we’ll be getting in touch with you and figuring out what the problem is and how we can help you rectify the problem.


And with that, I’m going to turn it back over to Nathan.

Nathan Arnold:
Thanks, Ian.

So just to remind everybody where we’ve been and where we’re going, we talked about the maximum eligibility period, which is the total 150% basis for which a borrower is eligible for direct subsidized loans, and we talked about subsidized usage period and Ian talked a bit about how to properly report those dates.


And now we’re going to be talking about remaining eligibility period, which is the way we calculate the difference between the two, and when the remaining eligibility period is zero or less -- and we’ll talk about how it can be less -- the borrower is no longer eligible for direct subsidized loans.


One thing I’ll say before I go into the details here is that this limit on eligibility exists in addition to, not instead of, other limits on eligibility such as aggregate loan limits, satisfactory academic progress. So whichever limit the borrower hits first, that is the controlling eligibility limit.

So with that, let’s talk about how the remaining eligibility period is calculated.


The remaining eligibility period again is simply how much eligibility a borrower has left under the 150% limit and it’s calculated as the difference between the maximum eligibility period and the sum of the subsidized usage periods. This accounts for direct subsidized loans received in all enrollment in all programs except for teacher - certain teacher certification programs, which we’ll talk about a little later on.


As I said, eligibility is lost when the remaining eligibility period is zero or less. And like maximum eligibility periods and subsidized usage periods, we will do the calculations based on information that you report.


Some examples I think will clarify how this works in practice and the first is the most straightforward. For a student who receives five full years of direct subsidized loans in a four-year BA program, we first calculate the maximum eligibility period for the full year program at six years, 150% of four years. You subtract the direct subsidized loan periods that the borrower has used, which is five years. Six minus five is one. So the borrower has one year of remaining eligibility for direct subsidized loans in this program.

The second example is what’s commonly referred to as a forward transfer, a transfer from a shorter program to a longer program.


In a two-year program, a borrower receives three years of direct subsidized loans. After receiving those three years of direct subsidized loans, the student then transfers to a four-year program.


Let’s start with the two-year program. In that program, the maximum eligibility period is three years, 150% of two years. They received all three years of their eligibility. So in that program, they had no more remaining eligibility.


But upon transfer, their maximum eligibility period is recalculated to six years, which is 150% of the length of the four-year program. The three years of loans they had previously received continue to count against their new maximum eligibility period which is now six minus three. And so the remaining eligibility period is three years.

Finally, this example shows what is commonly referred to as a reverse transfer, a transfer from a relatively longer period of enrollment to a relatively shorter program.


A student receives one year of direct subsidized loans in a two-year program. The student then transfers to a one-year clock hour program. In the first program, in the - after the first year, the student has two years of remaining eligibility. Three minus one is two. When they transfer to the shorter program, their maximum eligibility period is recalculated as 1-1/2 years. They’ve already used one. So they have half a year of remaining eligibility.

But as we note here on the slide, they are not actually technically eligible to receive this remaining loan because the minimum loan period length in a clock hour program is the lesser of the length of a program or an academic year; and therefore, the school cannot disburse a direct subsidized loan to this student.


The second consequence, which we touched on very briefly earlier, is the loss of interest subsidy. And to remind you, this happens when the first - at first, the borrower has no remaining eligibility period under the regulations, they do not complete the program on time, they then attend a program, either the same program or another program of equal or lesser length, they will lose interest subsidy on all previously received direct subsidized loans. And again, this is based on the triggering attendance rather than receipt of loan or application for aid.


There are three - broadly speaking, three ways that a student can lose interest subsidy.


The first is the most straightforward. A borrower loses eligibility in a program and they continue enrollment in that program at least half time. They’ve lost eligibility. They continue attendance. They lose interest subsidy on the previously received loans.


The second is a student that loses eligibility and they go on to attend another program that is of equal or lesser length. When they enroll in that second program, they still have no more eligibility because it is a reverse transfer. Because they have no more eligibility and then they attend, they lose interest subsidy.


And third, a student has remaining eligibility at a particular program. They then attend a sufficiently short program, which renders their remaining eligibility period either zero years or less, and therefore they have no remaining eligibility and they’re attending, and they therefore lose interest subsidy on their loans.


There are a few types of attendance that never cause the loss of interest subsidy. Enrollment in a graduate or professional program because borrowers are not eligible for direct subsidized loans in those programs. Attendance in those programs did not cause loss of interest subsidy.

Similarly, enrollment in preparatory coursework for graduate or professional programs does not cause loss of interest subsidy. And enrollment in teacher certification programs where the school does not award an academic credential, that enrollment does not cause loss of interest subsidy. And we will talk in a bit more detail about those types of programs in a few minutes.


We also want to clarify which interest is the borrower’s responsibility. And this slide indicates that interest that accrues before the subsidy lost is the responsibility of the department. But once a borrower loses interest subsidy, that becomes the borrower’s responsibility. So if, for example, a borrower has been getting in-school subsidy for a number of years and then at the tail end of their academic career lose interest subsidy, they will not lose interest subsidy retroactive to the beginning of their academic career. They will only lose interest subsidy from the date of the triggering attendance.


And that loss of interest subsidy includes periods of in-school deferment, other types of deferment such as economic hardship, certain periods of subsidized interest such as income-based repayment or pay as you earn. All of that which would have otherwise been our responsibility to pay and subsidize becomes the borrower’s responsibility when they lose interest subsidy.


A few more examples to illustrate how this works. A student received six years of subsidized loans while enrolled in a four-year program. The student does not complete that program and goes on to continue attendance in the seventh year.


As the graphic indicates, all of these conditions are met. And therefore, the borrower loses interest subsidy. After six years, they have no remaining eligibility, they enroll with no remaining eligibility without completing, they lose interest subsidy on all previously received loans.


This example shows a transfer context. In this example, the student is enrolled in a two-year program and receives three years of subsidized loans. The student enrolls for one more semester in the same program and then transfers to a four-year program.


So before the transfer to the four-year program, the borrower enrolled and received the loan for three years. They enrolled after they lost eligibility and so they lose interest subsidy on those loans received for that first program.

When they transfer to the four-year program to the longer program, their maximum eligibility period expands. They have additional eligibility for three more years of direct subsidized loans and they continue to have, of course, subsidy on those new direct subsidized loans but the loans previously received in the first program, the loans that already lost interest subsidy, that interest subsidy stays lost at the new program.


Finally, a student that receives five years of subsidized loans in a four-year program. A student completes the program and then enrolls in a two-year program. So at the end of Year 5 of the four-year program, the borrower has received five years of loans out of a possible six. So they have one year of remaining eligibility and they graduated at that point. So they completed the program on time before losing eligibility for direct subsidized loans and before losing interest subsidy. So the borrower keeps the interest subsidy on those loans. And upon transfer to the shorter program, the borrower has no remaining eligibility. In fact, it’s a negative remaining eligibility period.


The new maximum eligibility period is three years for the two-year program. The borrower had already received loans for five years. Three minus five is negative two. So their remaining eligibility period is less than zero. They have no remaining eligibility and they’re attending. But because the borrower completed the previous program on time, those loans are protected from loss of subsidy.


So if a borrower completes their program on time and then enrolled in another shorter program, they still hang on to that interest subsidy. And that’s because when crafting this law, the congress intended this to be an incentive for borrowers to complete their programs on time.


Example 13 shows a student that receives five full years of direct subsidized loans in a four-year program does not complete the program and then goes to a two-year program. So this is very similar to the prior example.


When the borrower goes to the second program, they’ve used five years of eligibility but they did not complete the program on time. They transferred or dropped out before attending the second program. Because the borrower did not complete that first program, their loans are not protected from loss of interest subsidy. And because the borrower has no remaining eligibility period in that second program and attends, they do not have any remaining eligibility period and they lose interest subsidy on the previously received loans.


So I’m going to turn it back over to Ian who’s going to talk about a few special provisions that we touched very briefly on and then some other issues.

Ian Fox:
Thanks, Nathan.


So when we say “special provisions,” we’re talking about two different things. The first is the special rules for specific types of programs that we wrote into the regulations and then there are special provisions relating to how we need to implement the 150% limit for the ‘13-‘14 year because, as I’m sure you’ve all realized, the supplies now, we’re not really having you do much of anything related to the 150% limit quite yet.


The first type of special provision relates to preparatory coursework. And there’s two types of preparatory coursework: Coursework that’s required for under - for enrollment in an undergraduate program and coursework that’s required for enrollment in a graduate professional program.

The first difference between the two relates to what program the maximum eligibility period is based upon. Usually it’s based upon the length of the current educational program.


Preparatory coursework is not a program. It’s a series of coursework that’s required to get into a program.


And so for undergraduate level preparatory coursework, we are setting the maximum eligibility period based on the length of the program that the coursework is preparing the student to enter.


Conversely, for the graduate professional level, we’re basing the maximum eligibility period on the length of the program for which the borrower most recently received a direct subsidized loan.


Now subsidized usage periods are created for direct subsidized loan borrowing in both types of coursework and both count against the overall maximum eligibility period limit. However, there’s a difference between whether enrollment will count toward the loss of interest subsidy or not.


For undergraduate level preparatory coursework, it will count toward a loss of interest subsidy. And for graduate level preparatory coursework, enrollments in that program will never - or in that coursework will never cause the loss of interest subsidy.

The second type of special program that we’ve made provisions for are teacher certification programs.


Now it’s true that most schools don’t have these types of programs. But it’s really important to understand exactly what type of program we’re talking about. These are programs that do not need to a degree a certificate that is offered by the school but lead to a state-based credential that is required for teaching in the state. So if you offer a certificate for your teacher certification program, we are not talking about you. We are only talking about you if you do not forward a degree or certificate.


Now for teacher certification programs, the special type of teacher certification programs, broadly, there are two maximum eligibility periods that matter and there’s two buckets of usage that matter.

If you got a loan in the special type of teacher certification program, it’s only going to count against the maximum for teacher certification programs. In other words, loans received for other types of programs or other types of coursework do not count against the maximum eligibility period for teacher certification programs and vice versa.


If you get a loan in a teacher certification program and then transfer back to an undergraduate program, the loan you got in the teacher certification program doesn’t count against the maximum for the other type of undergraduate coursework.


Now, similarly, students cannot lose interest subsidy by enrolling in this type of program ever, both on loans received for prior undergraduate programs like a bachelor’s degree program or for loans received in the teacher certification program itself.


Now we’re going to talk for a few minutes about some of the special requirements for 2013-2014.


As I mentioned, there’s two types of buckets against which we will track usage. There’s a bucket for teacher certification programs and there is a bucket for all other types of programs and coursework. We have no information that would help us determine what loan a bucket should count against. And so we need you to tell us.


And in order to have you tell us, we are going to institute an ad hoc reporting requirement to the COD system. We expect this functionality to be available in schools to start reporting starting in February of 2014. But both because it is unlikely that a first-time borrower is going to be in a teacher certification program, the special type of teacher certification programs in 2013-14, we don’t think there are many types or there will be less reporting required in the end.


This was covered in the 150% Electronic Announcement Number 4. And you can get more information there. But before we segue, we expect the ad hoc reporting file to include things like borrower last name, borrower first name, Social Security number, date of birth or word ID and some sort of indicator telling us that, yes, this loan was for the special type of teacher certification program.

Now if for whatever reason a school submitted a record for students saying that they were in this type of program and that was not true or the opposite is true, all school would need to update that, resubmit a file with the opposite indicator, yes where it should have been no or yes where it was no before and nowhere it was yes before.


Another area where we need to institute some sort of special handling for 2013-14 are special programs.


Now borrowers are always eligible to receive their first subsidized loan under the 150% limit. And because most borrowers are not going to receive a second loan using today’s “schema” or the 2013-14 software that you’re using today, it doesn’t matter for most people because by the time 2014-15 rolls around, COD will have all of the functionality it needs to track progress against the 150% limit.


But for those who are receiving a second loan using 13-14 software and who are enrolled in short-term programs, we’re going to be asking schools to make their own determinations regarding remaining eligibility.


Now we developed a worksheet that does all of the math for you with a limited number of input on your part. But you’re not required to use this spreadsheet. We make it available for you to make it easier because we do acknowledge that this is an additional burden at a time when you already have quite enough to be getting along the way. At the same time, more information about this type of special handling is available in the 150% EA Number 5, which is the electronic announcement that, as Jeff mentioned, we posted just a few hours ago.


Now when we say “short-term programs,” we mean a specific type of program. It’s a program that is shorter than, if it’s measured in years, 1-1/2 years; if it’s measured in months, 10 months; or if it’s measured in weeks, 40 weeks.

Now for the same reason that we expect the teacher certification work to be limited, we also expect this type of work to be limited because it only applies to first-time borrowers and short-term programs for receiving a second direct subsidized loan in 2013-14 and who are submitting that loan to COD using the 2013-14 software. The student would need to meet all of these criteria in order for the school to need to do any sort of additional work. And we think that there are few cases where this would be true. But there are a few that we came up with and there are examples up in the electronic announcement.


Now the last type of special handling that we are dealing with is prorating loans or subsidized usage periods for loans based on enrollment status.


Now for 2014-15, schools are going to be reporting enrollment status to COD in quarter - including 3/4-time enrollment. But for 2013-14, COD isn’t collecting this information today. But we do have this type of information in NSLDS. And so instead of having you report this information to us when we already have information that’s pretty close, we’re going to rely on the information that we have that’s pretty close.


And so we are going to look at NSLDS for first-time borrowers who’ve received direct subsidized loans and who are enrolled in the enrollment status of at least 1/2 time but less than full time.


And if there’s any enrollment that is reported to NSLDS during any day in the loan period that we’re evaluating, we will prorate the entire loan subsidized usage period on the basis of 1/2-time enrollment. So we will miss students who are enrolled 3/4 time but benefit them by prorating their subsidized usage periods on the basis of 1/2 time enrollment. More information about this is available on the 150% Electronic Announcement Number 3.


And with that, I’m going to turn it over to Jeff.

Jeff Baker:
Thanks.

So we’re getting toward the end of this, folks. So bear with us. And then we’ll be able to take your questions.


What this title slide says is ‘Unsubsidized Loan Eligibility.” This is a reminder. This is nothing really new and not new because of the 150% but it’s come up in the past because of schools thinking creatively.

Bottom line on this is that a student cannot receive direct unsubsidized loans for the loan period unless they have received the maximum subsidized loans for which they are eligible.


We always want to make sure that if a student is interested in borrowing and they’re eligible for subsidized loans, they get the maximum.


So you see this little chart here. Is the student able to receive direct subsidized loan? And let’s assume they’re yes here. Did they receive all of the subsidized loan they were eligible for? Yes. Then the student can move on to direct unsubsidized loan. So the answer is no, the student did not receive it. Then the student may not receive direct unsubsidized loan.

Now in a couple of years, the very first question may be no, not because the student didn’t have a loan of ESC or high enough cost of attendance but because the student was not eligible because of this new rule in which case they were not eligible to receive - I’m sorry, the middle one, not eligible to receive direct subsidized loans so they could get a direct unsub.

A couple of quick examples to demonstrate this. Here we have a student that’s eligible for the full amount of direct subsidized loans as a second year student of $4500. Over on the left, the base amount is $4500 and that’s what the student received.


There is no additional base amount of unsub because the full $4500 was met with subsidized loans and the student chose to get the extra $2000 in additional unsub. That’s okay. That’s fine. The student can get that $2000.


On the right-hand side, we have a student that even though the annual loan limit is $4500, this student chose to only take $4000 in subsidized loans and therefore cannot get any unsubsidized loan either as additional base or as additional that - the additional $2000. This happened to be a dependent student.


And then just to take a little bit further, here’s a student who even though the maximum base subsidized for a second year student is $4500, because of the student’s ESC, the student is only eligible for $4000.


So over on the left, the student got their $4000 in sub and can get the additional base amount of $500 in unsub and then if interested the extra $2000.


But over on the right-hand side, even though the student has eligibility for $4000, you’ll see what’s going to happen here only took $3800 for whatever reason cannot get any unsubsidized loans.


Bottom line, the student has to get maximum eligibility - the maximum subsidized loan for which they are eligible before they can get unsubsidized loan.


So Ian is going to take us through implementation and then we’ll open it up for questions.

Ian Fox:
Thanks, Jeff.


So first up is COD reporting requirements. We told you earlier that COD is going to assume the burden in doing a lot of the tracking and calculations. In order to have all of that happen, we need additional data from you.


We already have loan period dates and academic year dates. But we’re also starting with 2014-15 going to be requiring schools to report the following information: Zip code, credential level, program length, length of the Title IV academic year and weeks of instructional time; a flag for preparatory coursework; a flag for the special type of teacher certification program, these are the non-credential teacher certification programs; enrollment status, full time, 1/2 time, 3/4 time; and the payment period begin dates.


Now we’re going to be making other changes to the COD system as well. And part and parcel of tracking all of the calculations is making sure that those who have lost eligibility for direct subsidized loans under the 150% limit don’t get anymore. So if the borrower is a first-time borrower and a school submits an origination record to COD and all of the borrower’s subsidized usage periods are greater than the student’s remaining eligibility period, then COD will reject the loan. So the student cannot receive additional loan proceeds.

Now each time schools submit an origination or disbursement record to COD, it’s going to perform all of the calculations and will inform the school of the results of all of the calculation.


Now in addition to informing you and all of the ways that is going to do that, COD is also going to start informing borrowers of some of this data in the disclosure statement that students get close to when they’re going to receive their loan.


The triggers for when a disclosure statement is going to go out will not change. And so at best, the information that students receive in the disclosure statement could be considered a point in time sort of - it’s a snapshot at what their eligibility will be if the loan that you originated comes to fruition.

Now in addition to reporting additional data to COD, we are going to have you report additional information to NSLDS. And the reason that we’re going to require information being reported to both systems is because they’re doing different things. COD is going to determine eligibility for new loans but NSLDS is going to determine loss of interest subsidy because that’s based only on enrollment. So we need to know a lot of the same information that you are going to start reporting to COD to NSLDS as well.


Enrollment status, you already report, 1/2 time and full time. But we’re going to add 3/4 time to that. And in addition, we will ask for CIP credential level, program length, length of Title IV academic year, also weeks of instructional time and the flags for preparatory coursework and teacher certification programs.


Another thing that NSLDS is going to start doing is it’ll modify the professional access and student view to display the current, most up-to-date snapshot of the 150% related information be that whether a loan has lost subsidy, the maximum eligibility period, the subsidized usage periods, all of it.


It’s also going to start providing additional information in the reports that currently exist related to 150% and we may or may not add additional reports related to 150%. I’m getting none from NSLDS people. There will be additional reports related to 150%.


In addition to that, NSLDS will pass to CPS certain information about the subsidized usage periods and whether the student is a first-time borrower so that you can determine yourself whether or not you should package the student with a direct subsidized loan at all.

Now we can only tell you about the subsidized usage period because at the time the SAR or ISIR is generated, neither we -- or maybe even you -- do not know the length of the program that the student will ultimately be attending.


In addition, NSLDS will be informing the direct loan servicers about loss of subsidy and the direct loan servicers will then actually apply the loss of subsidy and correspond with the borrower.


Now, we realized that there’s a lot of additional data here and there will be a lot of new business rules associated in COD and NSLDS with how and when those data are reported to us. COD should have technical references available very, very soon prior to the FSA conference and NSLDS will be following suit in some form around the same time. So keep your eyes peeled for both of those types - those sorts of information.


And with that, we’re done with implementation. But I want to take a quick moment before we open it up for questions to talk about loan counseling.


All first-time borrowers are required to go through entrance and exit counseling on all of the things related to 150%. There’s a lot of detail in the interim final regulations about exactly what students need to receive but our StudentLoans.gov Web site currently contains a PDF in the entrance counseling flow and the exit counseling flow related to 150%. So I’d encourage you to look there for guidance and all sorts of information that you should tell your students.

That PDF is also included in the 150% Electronic Announcement Number 1 which we posted on May 16th.


And coming soon in December, we expect to better integrate the information that is currently in our PDF on StudentLoans.gov into the flow, excuse me, of entrance and exit counseling itself so that it flows more seamlessly for borrowers.


Now if we can’t get to your question today, we’ve established a 150% mailbox where you can ask questions relating to both the regulation or how we intend on implementing it. We’ll do our best to be sure that it’s answered in a timely fashion.


If you do send us an e-mail to this mailbox, in the subject line, please include the name of the organization that you’re affiliated with. Sometimes signatures don’t include it or we can’t figure it out from the e-mail address itself. And knowing who’s sending us the question frequently helps.


So with that, I’m going to turn it over to Jeff or Christal...
Jeff Baker:
Okay.

Ian Fox:
...who will wrap it up.

Jeff Baker:
Yes. Thanks.


Yes. So thanks, everyone, and thanks, Nathan and Ian, for all of that information.

Christal is going to remind you all how to submit questions. If you would, please?

Christal Simms:
All right. If you have questions, please click on the Q&A button on the menu bar at the top of your screen. A new window will open. Click in the top blank there to type your question and then click “Ask.” Please remember to include the slide number with your question.

Jeff Baker:
Thanks, Christal.


And before we start taking the questions, I just want to comment.


We know that this is complex. They’re always complex, our regulatory effort. We try to simplify things. But - and this presentation in the hour, all of the information that was provided, can be a little bit overwhelming. But keep in mind a couple of important things.


One is we’re going to do virtually all of the calculations. You’re going to have to carry that when we give you the results. But we’re going to do all of the calculations. All those examples will take care of that.


You do - some schools will have to do a few things during 13-14, as Ian mentioned, with the teacher and short-term programs and some enrollment status things.


And one of the reasons for the complexity is that we wanted to make sure that we were giving flexibility -- as much flexibility the law and the regulations allow us -- to assist students and to assist schools. And we don’t want to hinder our students’ educational pursuit if we can possibly avoid it. And when you try to do that, you sometimes make things what appear to be very complex on this surface.


So that said, let - I think we have some questions. Ian and Nathan are going to read questions and either one of the three of us or we actually have some people online from COD and from NSLDS and from our loan servicing areas, some Federal Student Aid staff if they want to jump in and help answer a question or correct something that one of us said.

So what do we have?

Man:
We want to start with something that actually I neglected to say during the presentation. It’s very important. And it’s in the form of the following question.


If a borrower loses eligibility under the 150% limit, can they still receive unsubsidized loans?


And, of course, the answer to that is yes. And I apologize for not saying that earlier. It’s very important to remember that if a borrower loses eligibility for sub loans under the limit, not only are they eligible to receive unsubsidized loans for which they’re otherwise eligible but they’re also eligible to receive unsubsidized loans in the amount that they would otherwise have in sub loans had they not lost eligibility under the 150% limit.

Jeff Baker:
Yes. Thanks. And actually in the one of the slides that I went over, it wasn’t the intent but it did show that a student - I mentioned if a student - the question is about is a student eligible for subsidized loans. The answer may be no because of this 150% rule. But that was a good one to make clear.


One other thing related to that, we may have a question here, when a student loses interest subsidy on the loans, that does not turn that loan into an unsubsidized loan. It’s a subsidized loan without subsidy. It sounds a little bureaucratic but it’s, first of all, technically what happens and then it has to do with loan limits and it used to have to do -- and still quite a little bit -- with interest rates. But it’s not an unsubsidized loan. It’s a subsidized loan without subsidy.

So what do we have?

Man:
Next relates to Slide 15 and 16.


Regarding the enrollment status exception, the presenter said that the exception was made on a term by term basis or payment period by payment period basis. How will I calculate the exception when a student is enrolled, for example, 1/2 time in the fall and 3/4 time in the spring?

So in the slide that we covered related to the additional data that schools will need to report to COD was the payment period begin date for the loan. This is going to be reported every time the school makes a disbursement of a loan. And so every time the student enters a new payment period, we will know about it if you report that data to us correctly. And we will then use that data to apply the enrollment status exception at the payment period level.


And so if you have a student who’s enrolled for the full year and getting a loan for the full year and was enrolled 1/2 time in the fall and 3/4 time in the spring, the portion of the loan that’s attributable to the fall term will be prorated on the basis of 1/2 time enrollment and the portion of loan attributable to the spring term will be prorated on the basis of 3/4 time enrollment.

Jeff Baker:
Okay.

Man:
We have a few questions regarding GEN-13-13. So I think we can just take a few of them now.


First is a bit straightforward. If a student graduates in a fall semester, is the academic year both fall and spring or is it only fall?
Jeff Baker:
Well, the loan period is - I think Ian went over. The loan period is the student graduated at the end of fall is the fall.

Now you may have thought it off thinking the student was not going to graduate you made the loan period the entire year but now you have to change it to be just the fall semester. But the academic year, assuming you’re on scheduled academic year, would remain fall-spring.

Borrower-based gets a little more complicated. But that’s the whole point that if that student was only - only received the loan for half of the year, they should only be assessed 0.5 of the usage period.

Man:
If the school has a standard academic year and the summer is a trailer and the fall-spring is the traditional academic year and the borrower attends from August to May, what is the academic year for a student who enrolled only in spring and summer? Is their enrollment from January to the end of the summer or is it only the spring?

Man:
So if you’re doing a scheduled academic year and the student enrolls for spring and summer and is getting a loan for spring and summer, the loan period will be spring and summer.


Now because the student is enrolled in the summer and getting a loan in the summer, the academic year also includes summer. But because it’s a scheduled academic year, that academic year in total needs to be composed of the fall, spring and summer terms.

Jeff Baker:
And that’s very important and that’s how scheduled academic years' work. And if you didn’t do that and you made the academic year spring and summer, that student would have been assessed 1.0 usage period when in fact it’s something like 2/3 depending on how the dates break out.


Scheduled academic year is exactly that. Whatever the schedule is at the beginning and the end, you might have to extend the scheduled academic year for a student in the summer but you wouldn’t ignore the first term even if the student was not there.

Man:
And just one last GEN-13-13 question, if a student has all or part of their loan cancelled, changes the loan period, they’re wondering if only part of the loan is cancelled, does that change the loan period?

Jeff Baker:
It depends on any kind of a regular term-based program. If the amount that was disbursed -- either never disbursing, cancelled or disbursed and then the money came back -- was for just one of the semesters, then it’s like the student never got it, it’s like a student who graduated and you would change the loan period but not the academic year.

That’s more likely to happen. Ian gave a couple of examples when a student doesn’t show up or decide they don’t want the loan or, unfortunately, they have another eligibility problem like FAS progress.


It’s possible but not very likely that this could happen as a result of a return of Title IVA because if a student showed up at all, they earned something and depending upon the other aids, it’s unlikely that all of the loan would have been returned.

Another way of saying that is if even as a result of return of Title IVA there’s still a few dollars left in the loan that was not returned, then that loan was received for that period, that payment period, and there is no adjustment to be made.

Man:
The next question: What if a - what program does a school use if the student has declared both a certificate and a degree program?

Jeff Baker:
Well, it’s not so much what they declare. It’s what they enrolled in. But assuming that they enrolled in both, I don’t know, guys. Do we have an answer for that?

Man:
We do. And to the COD system, we’re going to ask schools to report the longer - the longest program in which the student is enrolled in and getting a loan for.


And then to NSLDS, it’s slightly different and that NSLDS is planning on constructing an entire new program level enrollment record that would enable you to report multiple programs that a student is enrolled in if they happen to be enrolled in more than one at the same time. And so we would request schools to report enrollment in both programs to NSLDS and the longest program to COD.

Jeff Baker:
And the importance of that to COD is that’s where the calculation will be done of usage periods and maximum eligibility. And this gives the student an advantage and that we would be looking at the longer program and therefore 150% of that is longer and therefore comparing usage periods is more likely to leave some eligibility.


So this is an example of where I said we make things which on the surface looked a little complicated but it’s to give the student the benefit of the doubt whenever we can.

Man:
The flipside of that same coin even though we are going to ask for both programs and NSLDS, we will only - if the student is enrolled in multiple programs at the same time and one program is longer than another, when it comes to losing interest subsidy or not, we will similarly look only at the longer of the two programs to, like Jeff said, give the student the benefit of the doubt.

Man:
There’s a question about COD ad hoc reporting. Do we only have to do the COD ad hoc reporting if we have a teacher program?
Jeff Baker:
Only if you have a teacher preparation program. As Ian explained, that does not lead to a degree, certificate or other credential awarded by the institution. This is a situation where it’s a set of coursework, as Ian mentioned, that the student, upon successful completion, can take to the state to get a teaching credential. Those will be the ones. So if you only - so if you have such a - and we call our program but it’s a set of coursework.


If you have that, then you need to report using this ad hoc reporting for 13-14 assuming that obviously only for students who received subsidized loans.


In 14-15, you know, the COD system will have you - when you originate the loan for 14-15 and beyond, you’ll tell us that the student is in this kind of program and we’ll make sure we calculate properly and put them in the right bucket to use the term that Ian explained.

Man:
And to emphasize, for example, if a borrower is getting enrolled in a bachelor’s program for, you know, English postsecondary education, that borrower is not covered under this ad hoc reporting because they received a degree. It’s only if they were in a program that prepares them for certification by the state. So there are a great number of teacher preparation programs that do not have to do ad hoc reporting.

Jeff Baker:
But those programs, the - one school offers the degree, that’s a regular undergraduate program and all of the regular rules and the history of the student and the future of the student is all tied up. So the fact that is a - that didn’t have to be in a major like Nathan mentioned. It could be a school that offers a degree in elementary education. That’s a degree program. And that will count towards subsidized usage periods and maximum eligibility and so forth. It’s only the ones where the school does not award any kind of credential.

Man:
Next question. How we’d know if the borrower completed the program?

Jeff Baker:
Well, just the part of the NSLDS reporting that was mentioned. We will ask you to provide that to us. So just as now you receive enrollment rosters, files from NSLDS to - for you to come back and tell us whether the student is still enrolled, and if so, at what level. And if not enrolled, did they withdraw, did they graduate, whatever. You’ll be doing that on a program by program basis. So the answer to the question is, because the school is obligated to tell us through the enrollment reporting NSLDS whether the student enrolled for subsequent program and whether they completed, withdrew or whatever.

Man:
If a student does not want to subsidize loan in the fall but is eligible for subsidized loans in the fall, can they choose not to be awarded a subsidized loan and only take out unsubsidized loans?
Jeff Baker:
No. Without anything further said.

Man:
Well, that simple.


Next question. If a student goes to a four-year program and borrowed subsidized loans for all four years and then graduate at the end of the fourth year and then the student enters an undergraduate certificate program that is two years in length, would the student have subsidized eligibility?

Jeff Baker:
Let’s add a second part to that. And whether or not will the student lose interest subsidy.
Man:
Right.

Jeff Baker:
The answer is no and no.

Man:
Right. There would be no eligibility remaining because the student is in a two-year program, which is a maximum of three, and the student receives loans for four years. Three minus four is negative one. So there’s definitely no eligibility left.


But because the student graduated from his prior program on time, i.e. before losing interest subsidy on those loans, then moving to another program that’s so short that there’s no eligibility will not cause the loss of interest subsidy.

Man:
This question is similar. If a student is enrolled in a two-year program and receives a loan for one year, switches to another degree program that is also two years, do they lose eligibility or subsidy?
Jeff Baker:
Well, an example given. And as we try to say you look at the program the student is enrolled in or about to be enrolled in and I think in this example, no matter what they were before, they’re going to enroll or they are enrolled in a two-year program. The maximum eligibility of a two-year program is three. You subtract from that the usage, which, in this example, was just one. The student has two more years of eligibility in that second program.


So the question is interesting because it does point out that the person who asked this understands that the usage rolls - just rolls forward into the program. But each program has a maximum eligibility. Each program has - and from that, you subtract the usage from any program and you see if there’s any remaining eligibility.
Man:
So we have a question about what the academic year should be when the student transfers into another institution during an academic year. This is one of the most asked questions related to anything I think that we’ve put out on any of this since it all started.

Jeff Baker:
Right. So this is an ongoing thing. This isn’t particularly related to 150% because as you know -- and as Ian I think pointed out -- academic year is based upon when the student is able to get a - met another loan that enough weeks have passed. And so we have - always have the challenge about what happens when the student transfers from one school to another and received some loan funds at the first school out of the second school. And Ian is going to enlighten us on this.

Ian Fox:
Yes. So as with all things, it depends. And it depends on the type of program that the student is transferring into. If the student is transferring into a term-based program, the academic year would be the dates of the academic year at your school. You don’t need to look at the academic year at - of the prior loan from the prior school. You just use your academic year dates and it’s that simple.

If the student is transferring into a non-term-based program, then what academic year you report depends on whether you accept credit hours or clock hours from the prior school.


If you accept credit or clock hours from the prior school, the start date and the end date of the academic year is the start date and the end date of the academic year at the old school.


If you do not accept credit hours or clock hours from the prior program at the prior school, then the start date and the end - the start date of the academic year is the start date of the academic year at the prior school and the end date of the academic year at your school.

Jeff Baker:
Why don’t you give us the sites so they can...
Ian Fox:
This was discussed in the FSA handbook on Volume 3, Pages 112 to 115. I would further note that the loans to final regulation that was just published earlier this month will change this a little bit.


Those regulations are effective July 1 of next year. However, this is also a subject matter that we gave schools the ability to implement early. So if you choose to opt for the “loans to treatment” of this issue early, i.e. now, you can do so. And whatever treatment you provide is going to depend on whether you opt in to those new regulations early. So the treatment that I outlined is the pre-loans to treatment.

Jeff Baker:
And that the preamble to the final rule of loans to that we published on November 1st does address that and you also can go back to the NPRM that preceded the final to get more information on it. In fact, we’ll update our handbooks and everything else as we go along.

Man:
So we got a request to repeat some of the information regarding during what periods interest subsidy is lost. So just briefly to repeat some of that, when a borrower loses interest subsidy by triggering attendance, the interest subsidy is not lost going back to this start date that the student began their academic career. Interest is only lost as of the date that the attendance triggers the loss of interest subsidy.

So for example, if the borrower received six years of loans in a four-year program and then attended the seventh year, as soon as the borrower attends in that seventh year, from that date forward, the borrower loses interest subsidy and interest accrued and is the responsibility of the borrower during all periods that they would otherwise be eligible for subsidy. And that includes periods of eligible deferment and it includes other periods such as during certain periods, during the IBR repayment plan and the pay as you earn repayment plan.


For the first three years of those repayment plans during certain circumstances, the department is responsible for paying the interest subsidy on direct subsidized loans. But if a borrower loses interest subsidy, that becomes the responsibility of the borrower.


We also got a question about how this impacts PLUS loans generally and whether these reporting requirements impact PLUS loans.

Jeff Baker:
Well, 150% does not affect PLUS loans because it’s about subsidized loans, direct subsidized loans. Number one. Number two, only a student can receive - an undergraduate student can receive direct subsidized loans and PLUS loans are only available to parents or graduate students. So it does not affect that.

Is there another question...
Man:
The question about the reporting.

Jeff Baker:
Yes, we have - and I think this was mentioned by even Nathan or Ian. It’s not that half reporting and special reporting to get through 13-14 but the reporting - correctly reporting loan periods and academic years and zip codes and credential levels and the level of the program. We want that for all loans, subsidized, unsubsidized and PLUS. And for PLUS, if it’s a graduate student, of course, you want it for the graduate student. If it’s a parent, we want it for those students for whom they are.


And this is an opportunity. We think it’s easier for schools and software to develop it for all loans that they’re originating. So we don’t have differences and somebody could make a mistake. It also provides us with important information for analytics.

Man:
Next question that I think will be quick. Do all of the 150% subsidized limit rules also apply to foreign schools?

Jeff Baker:
Yes.

Man:
Next question. If a subsidized loan borrower receives a loan while attending half time, so the usage is prorated at 50%, what happens if they drop a class so that their enrollment is less than half time? Is the usage still prorated at 50% or at 25%?

Jeff Baker:
There is no 25%.

Man:
Right.

Jeff Baker:
It’s 50%, 75% or 100%. We do give the - correct me, guys. We do give the borrower again the benefit of the doubt that if they change enrollment, like, from full time to 3/4 time any time during the payment period, we’ll use the 3/4 time or lesser of them to give the student a little bit of a benefit. Correct?
Man:
Close. What we will do from - I think from a systematic perspective is the first enrollment status that is reported as of the time that the school disburses a portion of the loan for a payment period will govern the proration for that payment period.

Jeff Baker:
Payment period by payment period.

Man:
Right.

Jeff Baker:
Okay.

Man:
But - and then to expand on the 25% less than half time, students are ineligible for direct loans if they’re enrolled less than half time. And so if the student dropped below half time, they wouldn’t be eligible for the next disbursement.

Man:
We had the following question a few times. And although we can’t expand on it generally, we did want to address it. The question is: If a borrower is enrolled half time for one semester and therefore their subsidized usage period is 0.22, does their subsidized usage period round down to zero?


And as I alluded to a moment ago, we received a number of comments about this as part of the comments to the interim final regulations and we are considering those comments as we formulate the final regulation.

Man:
We got another question about reporting details. And the question is: Whether COD and/or NSLDS would include an indicator supplied by the school saying whether the summary is a trailer or a header?

Jeff Baker:
I don’t think so. And (Sara) from COD and (Eric) from NSLDS, they can jump in. But no, because we don’t - we leave this up to the school. So if you treat it as a trailer, then you have to do the things that Ian mentioned about extending the loan period and the academic year. If you treat it as a header, you probably know going in so you wouldn’t have to change anything. You’d start off with the loan period beginning, let’s say, in May for the summer as a header going through, you know, summer, fall and spring or whatever. And even in some ways if you switch your header/trailer between years, you could have a summer-fall, spring-summer loan.


We don’t really - we don’t even have the concept very much of header/trailer that some of the schools have come up with. But we’re assuming you will report properly and make sure that you update the dates of academic year and loan period when these things happen.
Man:
To expand very briefly on the concept of correct reporting of summary, it occurs to me that we haven’t given a very good example of how school will need to handle summer. So I made a given example where the student was enrolled for fall and spring and was not expected to attend for summer and the schools treat summer as a trailer to its scheduled academic year.

Initially, the loan would have had a loan period of fall and spring and an academic year of fall and spring. When the student shows up for summer and request and is eligible for a loan for summer, schools have two options. They can either originate an entirely new loan with the summer-only loan period and an academic year of fall, spring and summer. But if they choose to do that, they must update the academic year of the fall-spring loan so that the academic year is also fall, spring, summer.


Otherwise, the subsidized usage periods would add up to be greater than one for a period that is equivalent to one academic year and we can’t have that.


The other way of reporting summer-only loans is to not report it as a separate loan at all but instead to take what was previously the fall-spring loan and extend the loan period and academic year to cover the summer term and then add another disbursement for the summer term.

Man:
We had two other quick related questions about reporting requirements. The first is, please address the timing of the school reporting for updates to loan period or enrollment status. Does the 15-day time frame apply?

Jeff Baker:
Yes. This is really important. And you’re going to have to do this right in order to be a good citizen with your colleagues.


If the information to COD is not as current as possible, when you actually or more importantly I think another school attempts to originate a loan or subsidized loan, we’re not going to be able to do all that editing that was mentioned and we may make a mistake and tell the next school or even your own record will reject because we think the student has already used all the subsidized loan eligibility.

Or -- and I don’t know if this is worse -- we would not see a problem, allow the school to make the disbursement and then find out later that you shouldn’t have and then we’ll have to worry about liability.


So we would like it even more frequent than every 15 days. We think with electronics now and the way your systems work, they should be reported very, very promptly so that we can have the latest information. This is not similar from what we are encouraging schools to do for Pell Grant for the lifetime eligibility issues as well. We need the most current information.
Man:
So to expand on that or add just one caveat, I think what you said is true as a general matter and I think everyone would agree that more data, more timely is better. We have said and acknowledged that for clock hour or non-term programs where the student’s progression through payment periods to a large extent will dictate both how frequently and ultimately what the loan period and academic year dates do need to be. I think we’ve acknowledged that schools could delay ultimately updating the loan period and academic year into the student - until the student is either done with that loan entirely or the student just is no longer enrolled at your school because there could be circumstances where you would just be updating again and again and again and for little reasons.

Jeff Baker:
Right. Thanks.


I think we have time for maybe two or three. I think you can find a couple of guys that are quick and then we’re going to have to wrap this up.
Nathan Arnold:
Sure. These are hopefully both quick ones. But I want to put in one more plug for the Web site. It’s for the e-mail address you see on your screen. If we were not able to get to your question, we apologize. But please do make use of that e-mail address and we’ll try to get to all of your questions.


The last two here, the first one is, do I have to change the academic year loan period dates on all student loans or just the ones flagged as “first-time borrowers” and just for sub loans or for all direct loans?

Jeff Baker:
I think we had a slide here that said that those changes apply to all direct loans, sub, unsub, PLUS - for all subsidized, unsubsidized, all of that, yes. We want the information for all loans.

Man:
And we need it to edit properly for annual loan limit purposes.

Man:
And the last one here, for scheduled academic year reporting, should we include a summer trailer on every loan or only for the loans with funds are disbursed during the summer trailer?

Jeff Baker:
No. I’m going to make sure I understand this question because we had - we found out before that some schools -- and maybe this is where this is coming from -- just start off because they have a summer session and some reasonable number of their students go. They start off when they’re awarding this for fall-spring. They automatically make the academic year fall, spring, summer. You can’t do that.


You can only extend the academic year if the student is getting a loan for the summer and you’re also there for extending the loan period or doing a separate loan.


If you don’t, if you think about it, and I’m going to use third, it’s not that simple, if you had a fall-spring loan, which - and you schedule academic year, that should equal 1, 1.0. If you tell us the academic year includes, you know, three or four months in the summer, we’re going to think that’s a 0.75 or 0.67 or something usage period and that is incorrect.

And when those kinds of mistakes are made and students get loans that they should not, it’s going to - I hate to end it on this note, there’s going to be liabilities to the school. So we need to pay attention to that.


So it’s 3 o’clock and we want to thank you all very much. As Nathan said, we have this question mailbox. We’ll try to respond as quickly as we can.


We’re going to do this again on Thursday. Now it’s the same material. Obviously, the questions might be a little bit different. You’re certainly welcome to join your colleagues. I think we have plenty of spaces.


And we’re hopeful we’re going to see many of you at the Federal Student Aid Conference in Las Vegas in the first week of December.


Thanks again.

Coordinator:
Thank you.


This does conclude today’s conference call. You may disconnect at this time.
END

