10/14/2013

MAP-21: 150 percent subsidy rule
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Learning objectives

» Learn about the 150 percent subsidized loan limit
* Investigate new terminology
* Look in-depth at the necessary calculations

» Explore situations in which a borrower loses
subsidized loan eligibility and interest subsidy
benefits

* Understand school and ED responsibilities
* Review helpful resources
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Overview of the 150 percent subsidy rule
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Statutory basis

* Moving Ahead for Progress in the 215t Century Act
(MAP-21)
— Signed on July 6, 2012
— Established a limit on Direct Subsidized loan eligibility
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Implementation of new interim rules

» Not subject to negotiated rulemaking

* ED issued interim final rules on May 16, 2013
— Effective upon publication
— Revised §§§ 685.200, 685.202, and 685.304
— Provided subsequent guidance and training
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« First-time borrowers who receive a first
disbursement of a Direct Sub loan on or after July 1,
2013:

— May receive sub loans for a period not to exceed
150% of the published length of the educational
program

— Once the period is exceeded, the borrower is

* No longer eligible for sub loans for the remaining
portion of the program, and

* Responsible for paying the accruing interest on sub
loans during certain periods
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New terminology
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New terminology

* Maximum Eligibility Period: 150% of the published
length of the educational program in which borrower
is currently enrolled

* Subsidized Usage Period: Period of time for which a
borrower received a Direct Sub loan

* Remaining Eligibility Period: Difference between the
Maximum Eligibility Period and the total of all
Subsidized Usage Periods
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Illustration

Maximum Subsidized Remaining

Eligibility Usage Eligibility
Period Period Period

16

Maximum

Eligibility
Period

Maximum eligibility period

TC



Maximum eligibility period

» Each academic year has a Maximum Eligibility
Period that is based on the length of the borrower’s
current educational program
— May be reported in years, months, or weeks

— Common Origination Disbursement (COD) system will
determine based on school-provided information

* Published length of program in academic years

multiplied by 1.5
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Examples of maximum eligibility period
Program Length Maximum
Eligibility Period

5-year Bachelor’s Degree

4-year Bachelor’s Degree

2-year Associate’s Degree

1-year Certificate
Program

18-week Certificate
Program

X1.5

X1.5
X1.5

X1.5

X1.5

7.5 years

6.00 years
3.00 years

1.50 years

27 weeks
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Conversion of months and weeks to years

« ED will convert published length of program to years
if school reported it in weeks or months

* Calculation:

Number of days in months or weeks
Number of days in Title IV academic year

* Month = 30 days
* Week =7 days

16

Conversion of months to years

+ Examples—assume Title IV academic year (AY) of
30 weeks; equates to 210 days

Program published Conversion calculation: Program published length
length in months (Numerator = # of days in months) | converted to years
(Denominator = # of days in AY)

7 months (x 30 days) 210+ 210

1.00 years
12 months (x 30 days) 360 + 210 1.71 years
15 months (x 30 days) 450 + 210 2.14 years

TC
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Conversion of weeks to years

+ Examples—assume Title IV academic year (AY) of
26 weeks; equates to 182 days

Program published Conversion calculation: Program published
length in months (Numerator = # of days in weeks ) | length converted to
(Denominator = # of days in AY) years
18 weeks (x 7 days) 126 + 182 0.69 years
35 weeks (x 7 days) 235+ 182 1.35 years
48 weeks (x 7 days) 336 + 182 1.85 years
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Subsidized

Usage
Period

Subsidized usage period
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Subsidized usage period

« Subsidized Usage Period: Period of time for which a
borrower received a Direct Sub loan

— Calculated on a loan-by-loan basis

— Measured in academic years and rounded down to
nearest quarter of a year

— Includes only periods in which borrower receives
Direct Sub loans

— COD to calculate based on school reported
information

— Not related to amount of the loan (with one exception)
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Calculation of subsidized usage period

» Calculation:

# of days of loan’s loan period
# of days in loan’s academic year

* Type of academic years (used for annual loan limit
progression)
— Scheduled academic year (SAY)
— Borrower-based academic year (BBAY)

— See Volume 3, Chapter 5 of the 2013-14 FSA
Handbook for more details on SAY and BBAY
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Example # 1: calculation of subsidized usage period

* Situation:
— Semester-based school’s SAY is the fall and spring term
— SAY begins August 27 and ends May 17
— 264 calendar days in the academic year
— Student receives Direct Sub loan for both fall and spring
— Loan period begins August 27 and ends May 17
— 264 calendar days in the loan period

Subsidized Usage Period calculation:

#of days of loan’s loan period = 264 = ;..
# of days in loan’s academic year 264
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Example # 2: calculation of subsidized usage period

* Situation:
— Semester-based school’'s SAY is the fall and spring term
— SAY begins August 27 and ends May 17
— 264 calendar days in the academic year

— Student receives portion of Direct Sub loan for only the
fall term

— Loan period begins August 27 and ends Dec 21
— 117 calendar days in the loan period

Subsidized Usage Period calculation:

# of days of loan’s loan period = 117 - 0.44rounded
# of days in loan’s academic year 264 down to 0.25 year

16
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Exception for enrollment less than full time

» Subsidized Usage Period is prorated for enrollment
that is less than full-time

— Three-quarter-time enroliment: Subsidized Usage
Period is multiplied by 0.75

— Half-time enrollment: Subsidized Usage Period is
multiplied by 0.50
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Example: exception for enrollment less than full time

+ Situation:
— Semester-based school’s SAY is the fall and spring term
— SAY begins August 27 and ends May 17
— 264 calendar days in the academic year

— Student attends both fall and spring on a half-time basis
and receives a Direct Sub loan

— Loan period begins August 27 and ends May 17
— 264 calendar days in the loan period

Subsidized Usage Period calculation:

# of days of loan’s loan period = 284 - |y 05 = o5
# of days in loan’s academic year 264 year

16
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Exception for full annual limit borrowed for period less
than full academic year

* Subsidized Usage Period is set to 1.0 year if both:
— Student borrows full annual loan limit, and
— Loan period is less than full academic year
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Example: exception for full annual loan limit for period

less than full academic year

* Situation:
— Semester-based school’s SAY is the fall and spring term
— SAY begins August 27 and ends May 17
— 264 calendar days in the academic year

— Student attends only fall term on a half-time basis and
receives a full annual loan limit for Direct Sub loan

— Loan period begins August 27 and ends Dec 21
— 117 calendar days in the loan period (fall only)

Subsidized Usage Period calculation:

# of days of loan’s loan period = 117 = 44 g5 = 0.22:
# of days in loan’s academic year 264 exception = 1 year

16
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Remaining

Eligibility
Period

Remaining eligibility period
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Remaining eligibility period

 Difference between the Maximum Eligibility Period
and the total Subsidized Usage Period

— Considers the time the student has already received
Direct Sub loans for enrollment in any program

+ 150 percent limit met when Remaining Eligibility
Period equals zero or less than zero

* If a borrower’s Remaining Eligibility Period is less
than the minimum permissible loan period
associated with the borrower’s program of study,
the school may not disburse a Direct Sub loan to
that borrower

16
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Example # 1: remaining eligibility period

e Sijtuation:

— Maximum Eligibility Period for a two-year program
equals 3. (2 X1.5=23)

— Student receives 3 full years of Direct Sub loans;
Subsidized Usage Period equals 3.

e Calculation:

Maximum Subsidized Remaining
Eligibility Usage Eligibility
Period Period Period
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Example # 2: remaining eligibility period

e Sijtuation:

— Student starts a two-year program; then transfers to a
four-year program. Maximum Eligibility Period equals 6.
(4X15=6)

— Student received 3 full years of Direct Sub loans for the
two-year program; Subsidized Usage Period equals 3.

Maximum Subsidized Remaining

° Calculatlon, Eligibility Usage Eligibility

Period Period Period

TC
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Example # 3: remaining eligibility period

e Sijtuation:

— Student starts a four-year program; then transfers to a
two-year program. Maximum Eligibility Period equals 3.
(2X15=3)

— Student received 4 full years of Direct Sub loans for the
four-year program; Subsidized Usage Period equals 4.

Maximum Subsidized Remaining

e Calculation; FEERLE Usage Eligibility

Period Period Period
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Example # 4: remaining eligibility period

« Situation:
— Student starts a two-year program; then transfers to a

one-year certificate program. Maximum Eligibility Period
equals 1.5. (1 X1.5=1.5)

— Student received 2 full years of Direct Sub loans for the
two-year program; Subsidized Usage Period equals 2

Maximum Subsidized Remaining
Eligibility Usage Eligibility

° Cal CU | atl 0 n . Period Period Period

TC
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Loss of interest subsidy benefits
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Loss of interest subsidy benefits

+ Afirst-time borrower, who has no remaining
eligibility for subsidized loans, loses interest
subsidy on these loans if:

— Did not complete the program and

¢ Continues enrollment on at least a half-time basis
in the same program, or

« Enrolls in another program of the same or shorter
length on at least a half-time basis

16
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Loss of interest subsidy benefits

Borrower no longer eligible Does borrower lost interest
for subsidized loans AND... subsidy benefits?

» continues enroliment in —/
current program

+ did not graduate, and
enrolls in an —
undergraduate program
equal to or shorter than
previous program
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Loss of interest subsidy benefits

Borrower no longer eligible Does borrower lost interest
for subsidized loans AND... subsidy benefits?

+ withdraws from current program

+ graduates and enrolls in an
undergraduate program that is the
same length or shorter than prior
program

« graduates and enrolls in a graduate
or professional program

« graduates and enrolls in preparatory
coursework required to enroll in a
graduate or professional program

16
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Loss of interest subsidy benefits

Borrower no longer eligible
for subsidized loans AND...

» enrolls in a teacher certification
program at a school that does
not award an academic
credential

+ enrollsin any program on a less
than half-time basis

+ enrolls in any program at a
school that does not participate
in the Title IV loan programs

Does borrower lost interest
subsidy benefits?

16

Loss of interest subsidy benefits

* Borrower responsibility for interest triggered from
the date of continued enroliment or subsequent
enrollment in same program or one of lesser length

» Responsibility for interest regardless of whether the
student continues borrowing under FDLP

* Previous loans will continue to remain Direct Sub

loans

* Unpaid accrued interest is capitalized just like

unsubsidized loans

16
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Loss of interest subsidy benefits

 After losing interest subsidy, responsible for future
accruing interest during—
— In-school period
— Grace period
— Deferment periods
— Certain periods when repaying under the Pay As
Earn or Income-Based Repayment

» Once interest subsidy is lost on a loan, it cannot
be regained
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Example # 1: loss of subsidy benefits

e Sijtuation:

— Borrower enrolls in four-year program; Maximum Eligibility
Period equals 6 years

— Receives 6 years of Direct Sub loans; Subsidized Usage
Period equals 6 years

— Has zero Remaining Eligibility Period
— Continues enroliment in same program

» Result: borrower triggers loss of interest subsidy
effective on date of continued enrollment

Maximum Subsidized Remaining
Eligibility Usage Eligibility —_
Period Period Period 6 — 6 — O

16
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Example # 2: loss of subsidy benefits

+ Situation:
— Borrower enrolls in four-year program; Maximum Eligibility
Period equals 6 years
— Receives 4 years of Direct Sub loans; Subsidized Usage
Period equals 4 years

— Does not complete four-year program; transfers to a two-
year program; Maximum Eligibility Period equals 3 years

* Result: borrower triggers loss of interest subsidy
effective on date of continued enrollment in shorter
program

Maximum Subsidized Remaining 3 —_ 4 = _1
Eligibility Usage Eligibility
Period Period Period
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Example # 3: loss of subsidy benefits

* Situation:
— Borrower enrolls in four-year program; Maximum Eligibility
Period equals 6 years
— Receives 4 years of Direct Sub loans; Subsidized Usage
Period equals 4 years
— Completes four-year program; then enrolls in new two-
year program

* Result: borrower has no Remaining Eligibility Period; but
does not lose interest subsidy because of prior program
completion

Maximum Subsidized Remaining 3 —_ 4 = _l
Eligibility Usage Eligibility
Period Period Period

16
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Example # 4: loss of subsidy benefits

* Situation:
— Borrower completes four-year program; Maximum
Eligibility Period equals 6 years;
— Receives 6 years of Direct Sub loans; Subsidized Usage
Period equals 6 years
— Enrolls in a graduate /professional program

* Result: borrower has no remaining eligibility; but does
not lose interest subsidy because loss only relates to
enrollment in undergraduate programs

Maximum Subsidized Remaining
Eligibility Usage Eligibility —
Period Period Period - -_—

16

Preparatory coursework and teacher certification

16
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Preparatory coursework for program of study

» Direct Sub loans are included in Subsidized Usage
Period calculation

« Maximum Eligibility Period depends on type of
program the student’s preparatory coursework is for

— Undergraduate program—Maximum Eligibility Period
is based on program the borrower seeks to enter

— Graduate program—Maximum Eligibility Period is
based on most recent undergraduate program in
which borrower received Direct Sub loan
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Preparatory coursework for program of study

* Loss of interest subsidy benefits:

— Undergraduate program of study— borrower
becomes responsible for accruing interest only if no
Remaining Eligibility Period in the program for which
the coursework is required

— Graduate program—borrower not responsible for
accruing interest

16
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Example # 1: preparatory coursework

e Sijtuation:

— Student enrolls in preparatory coursework for a four-year
undergraduate program. Maximum Eligibility Period equals
6: (4X1.5=6)

— Student receives one full year of Direct Sub loans;
Subsidized Usage Period equals 1

Maximum Subsidized Remaining

e Calculation; FEERLE Usage Eligibility

Period Period Period
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Example # 2: preparatory coursework

* Background:

— Student previously completed a two-year
undergraduate program

— Student received 3 full years of Direct Sub loans for
prior program; Subsidized Usage Period equals 3

— Student seeks to enroll in a new two-year
undergraduate program but needs preparatory
coursework

— Maximum Eligibility Period for new two-year
undergraduate program equals 3 (2 X 1.5 = 3)

16
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Example # 2 (cont): preparatory coursework

« Calculation:

Maximum Subsidized Remaining
Eligibility Usage Eligibility
Period Period Period

» Result: Borrower not eligible for new Direct Sub
loans; but does not lose interest subsidy benefits
because of previous program completion
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Teacher certification program

* Rules apply to teacher certification programs in
which school does not award credential

— The Subsidized Usage Period will only include Direct
Sub loans received for teacher certification programs

— No loss of interest subsidy benefits for enrollment in
a teacher certification program

— Loans for teacher certification programs do not count
against maximum usage periods for any other eligible
program in which the student may enroll

* If school awards credential, normal rules apply

16
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Example: teacher certification program

e Sijtuation:

— Student previously completed a four-year undergraduate
program

— Student enrolls in a two-year teacher certification program;
Maximum Eligibility Period for the teacher certification
program equals 3: (2 X 1.5=3)

— Prior borrowing for the four-year program is excluded from
the Subsidized Usage Period

— Subsidized Usage Period equals 0

16

Example (cont): teacher certification program

e Calculation:

Maximum Subsidized Remaining
Eligibility Usage Eligibility
Period Period Period

* Result: The Remaining Eligibility Period is 3 years
16
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School responsibilities
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School responsibilities for 2013-14 award year

» Correctly report and update COD system with:

— Loan periods for all loans and all borrowers where
loan has first disbursement of July 1, 2013 or later

— Academic years (SAY/BBAYS)
* Incorrect reporting may result in borrower loss of
eligibility for subsidized loans and interest benefits
« See Dear Colleague Letter (DCL) GEN 13-13 for
wide range of examples on reporting loan periods
and academic years
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School responsibilities for 2013-14 award year

* Provide new information in entrance and exit
counseling for first-time borrowers (§685.304)

— Encouraged to provide new information to borrowers
who completed counseling prior to July 1, 2013
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Entrance counseling

* New required items for entrance counseling include:

— Possible loss of eligibility for additional Direct Sub
loans

— How a borrower’s Maximum Eligibility Period,
Remaining Eligibility Period, and Subsidized Usage
Period are determined

— Potential responsibility for all accruing interest on
Direct Sub loans during in-school periods, grace
periods, periods of deferment, and certain income-
driven repayment plans

— Impact of borrower responsibility for accruing interest
on the borrower’s total debt
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Exit counseling

* New required items for exit counseling include:
— All entrance counseling requirements
— The sum of the borrower’s Subsidized Usage Periods

— Accessing NSLDS to determine whether borrower has
become responsible for accruing interest on Direct Sub
loans and whether the borrower is eligible to receive
additional Direct Sub loans;

— Possible consequences of receiving additional Direct Sub
loans for additional undergraduate programs; and

— The potential responsibility for all accruing interest on
Direct Sub loans during certain periods even if the
borrower does not receive an additional Direct Sub loan
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School responsibilities for 2014-15 award year

* Schools will report to COD and to NSLDS:
— Student’s Enroliment Level (FT, TQT*, HT)
— Classification of Instructional Program Code (CIP)
— Credential Level (Certificate, Diploma, Degree)
— Length of Program — years, months, weeks

— Special Program Flag — Teacher Certification,
Preparatory coursework

16
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ED responsibilities

16

ED responsibilities

« ED will:
— Calculate and report to schools
« Maximum Eligibility Period
 Subsidized Usage Period
* Remaining Eligibility Period
— Determine when a student is no longer eligible

for Direct Sub loans and interest benefits based
on program

— Inform all parties including schools, students,
and federal servicers

16

29



150 percent subsidy rule resources
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150 percent subsidy rule resources

* Interim Rules published on May 16, 2013
* Dear Colleague Letter GEN-13-13
* E-Announcements:

— #1 posted May 16, 2013

— #2 posted June 20, 2013

— #3 posted August 30, 2013

16
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150 percent subsidy rule resources

« ED webinar #1—Academic Year and Loan Period
Reporting

« ED webinar #2—OQOverview of Provisions

http://www?2.ed.gov/offices/OSFAP/training/specific.html
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Questions?

To order additional copies, or to request permission
to reproduce any of the information provided, please
call TG Communications at (800) 252-9743.
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