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Ple; e refer to the "Dear Cuaranty Agency Directors” letter, March 16, 1894, for the ~Principles to Determine
the Trequency for Annual Loan Limits® for more information.

Pay | Moran, U.S. Department of Education {USDE), has reviewed these written questions and answers on the
fre uency of annual loan limits and the transition from the w7.months rule.” Her comments have been

inc ;rporated Into these materials, The presenter gratefully acknowledges the time and assistance of Pam
M¢ ;an in the review and preparation of these materials,

Sc ipol Polictes and Flexibility—

! Does an institution have the authority to change policies betwee the Scheduled Academic Year and a
Borrower-Based Academic vear, and between the summer a5 a leader” or a “trafler™?

Yes. The institution may change it policy on the frequency of annual loan limits at any time. The
institution's policy should be clearly stated in writing and identlfy an effective date for

administrative and compliance purposes. The institution must also ensure that 1t does ntot create any
overlapping academic years that cause an overaward fof anniual loan limits in any transition between
internal policies. For example, If the institution originally certifled a summer loan as 4 leader” for
its current Scheduled Acadernic year for a particular bormower, then decided to change its policy (o add
the summer as a “trafler,” the institution would have to make sure that the amount of a loan for the
next summer plus any amounts received during the Scheduled Academic Year and the previous
summer do not exceed the annual loan imit, However, the summer joan, which was originaily a
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leader,” may also be re-assigned as a “trailer” to the previous Scheduled Academlc Year i the
reassignment does not produce an overaward for annual loan limits for the previous Scheduled
Academic Year and “trailer.”

May the tnstitution use professional judgment to make exceptions to its policy for annual loan
limits? :

Because the institution chooses it own policy on the frequency of annual loan limits within the
published guldelines, the mstitution may include a provision to allow exceptions on a case-by-case
basis in its policy. Again, the institutton must ensure that it does not create any overlapping academic
years that cause an overaward for antvaal loan Hmits when it makes an exception to its policy. For
example, the institution may have an scross-the-board policy that uses the Scheduled Academic Year
and the summer as an add-on “trafler.® However, for a particular borrower, the institution may have
certifled a loan for the maximum annwal loan limit for the Scheduled Academic Year, but because the
student is accelerating his/her study, the institution may choose to start a Borrower-Based Acadernie
Year for this borrower for the summey instead of treating the summer as an add-on “trafler,” Please
pote that such 8 Borrower-Based Academic Year for this borrewer would consist of the suramer term
and_fall semester of the following Scheduled Academic Year, or the summer term, and fall and winter
quarters of the following Scheduled Avademic Year, Becaunse this Borrower-Based Academie Year
includes terms of the following Scheduled Academie Year and, therefore, overlaps with it, the
institution cannot certify a new maximum annual Joan limit for the following Scheduled Academic
Year. However, the Institution could start another Borrowet-Based Academic Year, which would begin
with the following spring semester or quarter for this borrower, and certify another maxtmum annusal
loan Imit for that new Borrower-Bas:d Academic Year as applicable.

The institution may elect to establish a policy that permits no exceptions. During the transition
between the “7-months rule” and the new policy. the institution may elect to permit exceptions only
for transitionzl lssues (see questions heginning with number 43 for more information on the
transition from the “7-months rule”).

May the mstitution have different pclicies for different programs of study or groups of borrowers?

Yes. As long as each application of the institution's policies does not produce any gverawards, and the
institution has the administrative capabllity to monitor multiple policies for annual loan limits, the
mstitution may have different polictes for different programs of study or groups of borrowers. tof
course. such polictes may not diseritinate against borrowers based upon race, national origin, sex.
religion, or other prohibited discriminatory crteria.) For example, a medical school may use a
Scheduled Acadernic Year with the summer as a “trafler” for the students’ first two years of study, then
switch to a Borrower-Based Academic Year for the students’ last two years of medical school because
the students then attend year round.

Miy a term institution treat a studeut undera Borrower-Based Academic Year for the first year and
then switch to a Scheduled Academ): Year for the next year?

Yes. As long as the academic years do not gverlap, the Institution may change between any academic
years for the student, Inciuding the fwnmer add-on component. If during a change, an overlap is
unavoidable, the student may not recelve more than one maximurm annual lnan Hinit between the
overlapping academic years.,

It is not necessary for the Borrower-Based Academic Year to cotTespond to the award year for Pell and
campus-based ald. Does this also apply to the Scheduled Academic Year?

The “Principles to Determine the Frequency for Annual Lozn Limits™ do not specify that the
Scheduled Academic Year must correspond to the award year, although in most cases the Scheduled
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Academic Year will be completely contaned within a particular award year. For example, the
Scheduled Academic Year will often bejin in August with a fall term and conclude in May with the
spring term, which is completely within the award year which begins July 1 and concludes the
following June 30. However, some academic calendars may have a Scheduled Academic Year which
starts in one award year and concludes in the following one. For example, a continuing education
program of one academic year in length may begin in September of one award year and conclude the
following August in the following award year.

Must institutions define academic year and terms?

In order to administer the new guidelines, the institution must choose among the available options,
and therefore, should create a written policy. Since non-term institutions must use the Borrower-
Based Academic Year, the written poli:y expressing the institution’s cholce is unnecessary, but still
advisable. In order to process any loans. the institution must have defined its academic year, or
accepted the minimum statutory definition, and identifled its terms to determine the loan period [cf.
34 CFR §682.603()].

Tern nstitutlon—

7.

£0 'd

Does a student have to atiend all termis ina Scheduled Academic Year before regaining FFEL program
loan eligibility?

No. Provided the student enters a new Scheduled Academic Year and its summer add-on component as
a “leader” or “traller,” or enters a Borrower-Based Academnic Year, the student regains eligtbility
regardless of the student’s attendanct: In all or part of the terms contained in the Scheduled Academic
vear. Also note that a student need riot attend all terms within a Borrower-Based Academdie Year, but
the student must attend the first term of a Borrower-Based Academic Year. After the first term, if the
borrower does not attend all the remalning terms of a Borrower-Based Academic Year, the institution
must ensure that the entire Borrower-Based Academic Year has elapsed before processing & new
maximum annual loan Lmit, The student need not attend the first term of a Scheduled Academic
Year.

If a student only has one semester rematning (e.g.. spring) for graduation and the student had already
borrowed the maxmum annual loan limit for a Borrower-Based Academic Year consisting of the
summer and fall terms, may the school determine a new Borrower-Based Academic Year even though
there are less than two semesters rernaining in the student’s program of study?

ves. The institution may use a Borrower-Based Acadertic Year even though the student will graduate
before that academic year elapses. For the above example, the institution may create a Borrower-
Based Academic Year consisting of the spring and following summer terms although the loan period
will be for the spring term only (pleas: note that this borrownr is subject to prorated annual loan
tmits). [f the student should re-enmll for the summer in another program of study ot not graduate as
planned. the institution would subtract the gross loan amount received for the spring term from the

applicable annual loan limit to determine the student's maximum eligibllity for a loan pericd for the
suruner tertl. '

It appears that regular term institutions are at a disadvantage since thetr students can get only two
loans in two years, whereas non-terms institution’s students can get three loans in two years or five
loans in three years.

If a term Institution elects to use Borrower-Based Academic Years. then borrowers may be eligible for
more than two loans in two years. 1 the term institution’s academnie structure results (n g new
academi¢ year every 30 weeks, then borrowers at a term institution have the same {requency for
annual loan limits as a non-term institution which also completes an academic year every 30 weeks.
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“Non-i 'rm Institution—
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11.

12.
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For a non-term institution, does the Borrower-Based Academlc Year have to begin with the beginning
of the student enroliment? If yes, when will the next academic year begin If the student attends
¢ontnuously?

Yes, the Borrower-Based Academic Yea: begins at the same Hme as the student’s enrofiment. The next
Borrowet-Based Academic Year begins with the next fnstructional class date following the concluslon
of the fimt Borrower-Based Academic "ear (In hours gad weeks of instructional time).

ls a non-term, proprietary institution vligible to receive loans for students every 30 weeks?

Not necessarily. If the institution's Borrower-Based Academic Year meets the statutory definition for
required clock or credit hours and 15 30 consecutive weeks of instructional time, the student will start
a new Borrower-Based Acadernic Year every 30 weeks {provided the required clock or credit hours are
also completed) and regain eligibill with each new academic year However, if the institution’s
definition is longer than 30 weeks of instructional time or there are weeks that do not have
Instruction within the period of study, the student ¥l not regain eligibility until the tnstitution’s
definition of the academic year elapse:, For example, the institution may have an academic year
definition of 900 clock hours in 35 werks of instructional time, and there are two weeks of vacation
during the academic year, In such a cuse, the student would not regain eligtbllity untit 37 weeks have
elapsed (35 weeks of instructional time plus two weeks on non-instructional time).

If a beauty school has a 1500 clock-hour program of study split into 900 hours and 600 hours, and a
student findshes the 900 hours before 30 weeks, may the institution cerilfy a loan for 600 hours? When
can they apply and what dates would e used for the loan period?

The Borrower-Based Acadernic Year must meet the statutory definition and elapse before the student
regains eligibility. If the beauty school has an academic year definition of 800 clock hours in 30 weeks
of instructional time, both the clock hours and the 30 weeks of instructional time must elapse before
the student regains eligibility. Therefure, the student who completes 900 clock hours prior to the
completion of 30 weeks of instructional time does not regain eligtbility until the 30 weeks of
imstructional time also elapse. At the conclusion of the 30 weeks of Instructjonal time, the Institution
must determine the number of clock hours rematning in the 1500 hour program to determine the
student's remaining loan eligibility. 1 the student completed 1200 clock hours in the first 30 weeks of
instructional time, then only 300 clock hours are remaining in the student’s program of study for
which the student is eligible. Accordingly, the institution may certtfy a loan for eligibility based upon
300 hours instead of 600 hours. The loan period begins at the beginning of the second Borrower-Based
Academic Year, the thirty-first week of nstructlonal time for this student, through the student's
anticipated graduation date for the program of study. The institution may certify the new loan as soon
as the number of clock hours remaining In the student's program of study are determined.

In this example of the beauty school, may a student borrow the difference between grade levels upon
complating 900 clock hours?

This student must complete 00 clock hours and 30 weeks of instructional time to complete the
academic year and, therefore, progress to the next grade level, If the student completes 900 clock hours
In less than 30 weeks of instructional time, then the student bas not progressed a grade level but
remalns at grade-level one until the 50 weeks of instructional time arc also completed. Accordingly,
borrowing for & difference in grade levels does not apply sinee the student must progress {0 a new
academic year (in both clock hours and weeks of instructional time) at the same time he or she
progresses to a higher grade level. Al:o see next question.
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“m page 18 of the *Princtples to Determine the Frequency of Annual Loan Lunits® for non-term
~rograms using the Borrower-Based Acadetnic Year, the last sentence in the third bullet and the last
sentence in the last bullet seem to be in conflict. Is there a reasin for the distinction between the two?

Third bullet reads: “For a program of study longer than an Academic Year, the student regains
sUgibility for each Borrower-Based Acaclemic Year provided at least 30 weeks of instructional time
~lapse and the appropriate nurnber of ¢clock hours or credit hours is earned for each prior Academic
‘fear in the program of study. Note: Borrowing the difference for grade-level progression during the
harrower's Academic Year does not apply.”®

Last bullet reads: "If the Loan Perlod iy shorter than the Academic Year (for programs or remaining
halance of programs that are less than the Academic Year), at least 30 weeks from the beginning date
of the Loan Perlod must elapse for a student to regain eligibility for a new Annual Loan Limit (for
grade level or program of study with a higher Annual Loan Limit, the difference could be borrowed
prior to the explration of the 30 weeks.)”

These two bullets refer to different circumstances. fHe third bullet refers to loan periods within a
program of study. Because the loan period for a non-term institution must correspond to the acadermc
year or the program of study or its remaining balance if less than an academie year, the student may
only progress to a higher grade level at the same time he or she progresses to a new academic year. or
always be at grade level one If the program is less than an acadsmic year., Thus, there can be no grade-
level progression during an academnic year but only at the start of the a following acadernic year.
Accordingly, borrowing during the acarlemic year for the difference for a grade-level progression does
not apply because it does not occur. (If the guaranty pertmits by policy, the lvan period may be up to 12
months If the program is longer than an academic year but less than two, but the student would have
only one loan under such a policy.) A state may also require Lhat a certificate program remains at
grade-level one regardiess of how many academic years the program may take.

The last bullet refers strictly to loan periods for programs of study that are legs than an academic yezar.
if a student completes such a progratn and then re-eryolls in a new Program with a higher annual lezn
limit or at a higher grade-level (which sometimes occurs when student re-enroll tn an assoclate degrz2
program after completing a certiflcate program in the same subject), then the student may borrow the
difference during the academic year.

Hall tme—

15.

G0

'd

Wwill the frequency for term schools te the same for full-time students as it is for hall-time students Lor
a Borrower-Based Academic Year?

Yes. If the term Institution’'s Borrower-Based Academic Year meets the criteria for equivalence, thez
the institution may apply the Borrower-Based Academic Year to both full-time and half-time
students. '

Plense note: The new definition 1n Part 668—Student Assistunce General Provisions of a “full-time
student” applies per academlic term, Including the summer tezrm, and to all Title 1V, HEA programs {cf
34 CFR 8668.2, published April 29, 1994). Thercfore, effective July 1, 1994, the instiation may not s
a different definition for full-time and hall-time for the surmmer term which may be less than the
hours used for the institution's deflnition of full-time and half-time during the institution’s
Scheduled Academic Year.
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17.

May a half-time student at a non-term institution borrow again after the Instructional time, but not
the credit or clock hours, for an academic year has explred?

No. Like the Federal Peil Grant, the student must complete the entire number of elock or cred!t hours
and the weeks of instructional tine in order to regain eligibility in a new academic year.

If a half-time student at a term Institilion is projected to take 18 months to complete the amount
equivalent to a first-year student, may the Institution set the academic year to equal that 18 months?

By statute, an academic year may not be less than 30 weeks of Instructional me, or 28 weeks of
instructional time with USDE approvil, but the statute does not establiah p mardmum time fame for
an academic year [cf. HEA §481(d)2)l. Bome institutions have academic years in excess of 12 calendar
months although, by regulation, a loax). period may not exceed 12 months [cf. 34 CFR §682.603(0(2].
Generally, such clrcumstances are found in non-term institutions. For example, the Inatitution may
define its academic year as 900 clock hours in 30 weeks of instructional time. A full-time student
taking 30 hours per week would complete the academic year In the 30 weeks of instructional time,
However, a half-time student taking only 12 hours per week [24 hours per week for full-time is the
regulatory minimum and, thus, 12 honrs per week 153:the haif-time minimum (ef 34 CFR §882.200)),
would complete the 9500 hours In 735 veeks of instructional time, or about 18 months in duration,
Likewise, a term institution may elec| & slmilar policy although such practice would generally be
difficult to admintster.

If the academic year may be longer thin 12 months, but the loan period cannot exceed 12 months, then
how does an institution certify a loan perlod for such an academic year?

For a term institution, the loan perioil could correspond to terms that singly or In combination do not
exceed 12 months, and the Institotion must ensure that the maximum annual an limit is not
exceeded any combination of loan perlods within the entire academic year.

For o non-term Institution, the loan period i3 shortened to exnctly 12 months, and only the costs of
attendance for the the first 12 monthy are included in the loan perlod. If the borrower does not recejve
the marimum annuat loan limit for the loan perod for the first 12 months, then the institution may
certify another application with a loan period that begins immediately after the fimst 12-month loan
period and ends with the scheduled completion date of the program of study (or another 12 months if
applicable), In the case of tuition, fees, and other charges asuessed upon entry (“front-loading™), only
non-institutional costs {iving expenses) are included in the cost of attendance for any subsequent
loan period. 1If the Institution certifies a subsequent applicaton(s), the Institution must ensure that
the madmuom annual loan limit is not exceeded for any combination of loan periods within the entire
academic yesr.

Sun mer Term—

19.

20,

a0

For the same program at an institution with a Scheduled Academic Year, may some students have a
Scheduled Academic Year with the suummer as a “leader” and some students in the same program have
& Scheduled Academic Year with the jummer as a “traller™?

Yes. As Indicated above, the Instituiion has this flexdbility. The institution muost track such students
to ensure that the institution does oot inadvertently create overlapping academic years for them. For
inatance, the institution would not certify 8 summer loan period with the summer as & “trailer” for the
preceding Scheduled Arademic Year, and then certify another loan period for the summer and fall
term with the summer as & “leader” {o the following Scheduled Academlic Year.

If the academic year begins for summer term and the student begins in the summer, and the period of
loan 1s 6/93-8/95, and the student does not continue school In the fall, does the student get the full
loan amount, for Instance $2625, even though he went only two months? If so, in the case of non-term
institutions, may they certify a loan for two months without. proration U they claim that thetr
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o .cademlc year continues for another five months, and then allew the student another joan if he stanis
. [ter that Tive months is over for another term?

ror either a term or non-term Institution, the frequency of annual loan Umits has an incidental
hearing to whether or not a loan is subject to proration. Fundamentally, the loan is subject to
syroration if the loan is for a program o study, or its remaining balance, that is less than an academic
rear. Therefore, for either this summer loan or non-term loan, the (nstitution must prorate if the
srogram, or its remalining balance, is less than an academnie year. If the loan {s subject to proration,
‘hen the academic year to which the arinual loan lmit apples will not have expired when the loan
sertod ends. Until the applicable Scheduled Academie Year and its summer add-on component, or a
Borrower-Based Academic Year, explres, the student may only borrow the difference for a later loan
period between the applicable annual lvan limits for that loan period and any gross loan amount
borrowed earlier that was subject to pruration. Upon entering a new academic year or summer add-on
component, the student is eligible for a new annual loan limit. For a term institution, proration is
pased upon the Scheduled Academic Year. For & non-termn institutton, proration is based upon the
Borrower-Based Academic Year.

21, May the institution still determine which year's Freg Application for Federal Student Aid (FAFSA)
information to use to determine loan eligibility for the summer term? Does it matter if the summer
term Is a “leader.” “trailer,” or partofa Borrower-Based Academic Year (Le., 1993-94 for summer and
1994-95 for fall)?

The institution may still determine which year's FAFSA to use for the summer. However, there are
some practical considerations. A student may be applying for a loan for the summer but cannot
complete the FAFSA for the previous award year because the May deadline has past and, hence, cannot
obtain an offictal Expected Family Contribution (EFC) for that award year. Accordingly, the
institution may elect to apply the suminer as a -leader” instesd as a “tratler” in order to obtaln an

N official EFC from the FAFSA for the upcoming award year and make the loans conststent with other

Title [V awards. Generally, if the loan period crosses the July 1 date for award years, the institution
may use elther award year for the officlal EFC. If a Borrower-Based Academic Year crosses award
years, but the loan period is in the latter award year (e.g., the Borrower-Based Academic Year is
composed of the summer and fall semester, but the loan period is for the fall onty), the offictal EFC
must be used from the award year in which the loan period is wholly contained. However, the
institution retatns the authority to use professional judgment and adjust data elements for an official
EFC in any of these circumstances. ‘

22 The “Principles to Determine the Frequency for Annual Loan Limits® states that all summer mini-
terms are to be counted as one term. Does this mean that ali mini-terms will be collectively referred to
as one term?

Far the purposes of determining anninal loan Umits. all mint-tenms within a summer term may be
considered to be one term collectively, and must be considered as one term if the summer is included in
an equivalent Borrower-Based Apcadernle Year. (The “Principles to Determine the Frequency of
Annual Loan Limits® refer to summer mini-terms 28 one tern collectively only for the purpose of
determining equivalence for Borrowir-Based Academic Years.) However. for academice
considerations. loan periods, or other considerations, the institution may refer to mini-terms
individually mather than as one term.

23,  May an institution that divides its aummer seasion into two mini-terms, with the first mind-term
' ending prior to July 1 and the second mini-term beginning on or after July 1, have a Scheduled
Academic Year with the first mini-term as a “traller” for the preceding Scheduled Academic Year and
the second minj-term as a “leader” t the following Scheduled Academic Year?

Yes. Although this particular model Is not exemplified in the “Principles to Determine the Frequeacy
of Annual Loan Limits,” the institution may choose to have both a “leader” summer minj-term and a
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. traller” summer minl-term to its Scheduled Academic Year. lease note, however, that the
Institation may not divide its summer yession lato both a “leavder” and & *traller” for the purposes of
determining an equivalent Borrower-Based Academic Year. Fora Borrower-Based Academlic Year, the
mini-terms are considered to be one term in the formula to determine equivalence to the Scheduled
Academic Year. Also note that i the Inatitution ehooses to have a “leader” mini-term and a “trailer”
mini-term, then the Institution is making an exception to its policy if it certifies one loan period for
both mini-terms. Accordingly, the institution must make sure that it does not inadvertently create
any overlapping academic years If it certifies a loan period encompassing both mini-terms,

24.  Assuming all mini-terms are collectively considered one term. how does an institution certify a loan
application for a student that may be altending the first and third mini-terms but not the second?
Does the school certify the loan pertod for the entire duration (including the second unattended mini-
term) but prorate the cost of attendance (for the first and third mini-term)?

The institution may certify a loan for an entire summer terttt that includes all the mini-terms, or it
may certify the mini-terms singly or in combination depending upon the student’s planned
enrollment. If the Institution elects to certify a loarifor the entire summer, the institution must
reduce the cost of attendance for any mini-term for which the student does not plan to enroll (for
instance, the second mini-term).

25. If an institution using a Borrower-Based Academic Year certifled a loan for the summer term only and
limited the amount to one-half or one-third of the maximum znnual foan itmit that a student could
borrow for the academitc year, may the institution then certify another loan for the following
Scheduled Academic Year {fall/spring semesters or fall/winter/spring quarters) for the full annual
loan limit knowing that the student would “not recetve” more than the maximum In the Scheduled

e Academlic Year?

If the Borrower-Based Academic Year cloes not overlap the Scheduled Academic Year, then the student
regains ellgibility with the Scheduled Academic Year. Any proration for the surnmer term would not
have been necessary If the student was enrolled tn a program of study that was greater than one
academic year and the student was not considered to be in his/her remalning balance of the program
of study that was less than an academuic year, Also note that the Borrower-Based Acaderie Year must
begin with a term that the student attends or attended, and. therefore, in order for a borrower to regain
eligibility for the Scheduled Academic Year, the above student would have had to have attended the
spring semester (or winter and spring ruarters) as well as the summer term in order for the Borrower-
Based Academic Year to have elapsed with the end of the summer term. If the above student started
school with the summer term, the Bortower-Based Academic Year would include the summer term and
fall sernester [or fall and winter quarters), making the use of the Scheduied Academic Year lmpossible
as the next applicable academic year {or borrowing,

Equl alence—

26. Sumumer terms for many schools are ondy 6-8 weeks, and when added to a fall or spring semester total
only about 21-23 weeks of instructional Ume. May such a surnmer term plus the fall or spring
semester constitute an academic year since it s not 30 weels?

Yes. If the institution's Scheduled Academnic Year meets the statutory definition in both credit or
clock hours and 30 weeks of instructional time, a Borrower-Based Academic Year which includes the
surtuner tern may not necessarily be 30 weeks In duration. The Borrower-Based Academic Year is
determined by equivalence to the Scheduled Academic Year, rather than an equatfon to 1t. To
determine equivalence for the Borrower-Based Academic Year, the tnstitution follows the guidelines
In the “Principles to Determine the Frequency of Annual Loan Limits™ using the number of tertns and
at least half-time status. The Institution does not have to determine the number of ¢redit hours or
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27.

.

30.

v seks of Instructional time for an equivijent Borrower-Based Acadernic Years as it does for the
1 ~heduled Academic Year.

" pes the Borrower-Based Academic Year have 10 meet the statutory definition of an academic year (in
ock or credit hours and instructional flme]?

‘or a term institution with a Scheduled Acadernie Year that meets the statutory definition of an
zademnie year, the Borrower-Based Acardemic Year may be equivalent as indicated above.

“or a non-term institution, the Borrower-Based Academic Year rnust meet at least the statutory
Jefinition of an academic year in both clock or credit hours and 30 weeks of instructional tine.

it a student attends continuonsty throughout the years including summers at a term-based institution,
:nd the institution decides to use Borrowrer-Based Academic Yenrs for the student (using two semesters
'3 the Scheduled Academic Year and at least haH-time status far equivalence) would the academic
rears be as follows: Fall and Spring, Summer and Fall, Spring and Summer, and 50 on?

vea. Please note, however, that this patiern may be.l;:ttmupted if the student does not attend a term
since the student must always attend the frst term of & Borrower-Based Academic Year.

May & term institution set a Borrower-Ensed Academic Yesar to be measured by the mmnber of credit
hours completed by a student?

The determination of equivalence for & Borrower-Based Academie Year does not use the number of
sredit hours completed by the student. Rather, equivalence is based wpon the pumber of terms In the
Scheduled Academic Year and at least half-time status of the student. If, however, a term Institution
elects to define its academic year as intinding actual completed hours, rather than hours that a full-
time student I8 expected to complete au gtpulated In the statute, then a Borrower-Based Academic Year
may be measured by the number of credit hours completed by n student provided the Borrower-Based
Acadernic Year also meets the eriteria for the number of terms and at least halfitime status. Sucha
definition, however, would be difficult to administer because the Borrower-Bagsed Academic Year may
then last beyond the number of terms in the Scheduled Acadernic Year In order for the student to
complete the credit hours required by Lhe Institution.

If a Borrower-Based Academic Year is 110t equivalent to the Scheduled Academic Year, may the
institution still use a Barrower-Based Academic Year if it prorates the loan?

No. Glven the guidelines tn the “Principles to Determine the Frequency of Annual Loan Limits.” the
Borrower-Based Academnic Year must always result in equivalence to the Scheduled Academic Year.

Tran ‘ers and Restarts—

3L

60

How does the institution determine the annual loan limit for a transfer student?

Upon receipt of a Financial Atd Tronscript (FATY, the institution must determine (f the academic year
at the prior institutlon overlaps with an intended loan period tm the institution’s own Scheduled
Academic Year, or summer add-on component if the institution 1s certifying a loan for the summer
term, or intended Borrower-Based Academnic Year if the institution is using such academic years. The
determination may be made In two ways:

First, the (nstitution may add 30 weeks to the beginning date for the loan period (indicated on the FAT

to compute the ending date of the pring institution's academic year. (This first method assumes that
the loan period was for the beginning of the academic year, and the acadermnic year was exactly 30
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weeks 1n duration.) If the lpan period began on a Wednesday, the academic year Is calculated to end on
the Tuesday In the 30th week. Note: If the Joan period’s end dale on the FAT ts more than 30 weeks
from the loan period's beginning date, then the prior institution’s academic year 15 considered to have
ended with the loan period's end date.

Second, the Institution may obtaln documentation from the prior tnstitution which identifies the
academic year used for the loan reported on the FAT. For a summer loan on the FAT at the prior
institution, the documentation may consist of information on whether the prior institution
considered the summer to be a “leader” or “trailer” for a Scheduled Academic Year. Such
documentation may be particularly desirable If the above computation of adding 30 weeks to the
beginning of the previcus loan period ri:sults in an overlap with a planned loan period in the
institution’s own academic year. In particular, the loan period on the FAT may not have actually
begun with the prior institution's academic year (e.g., a loan period on the FAT from 1/15/94 to
5/15/94 may actually be for a spring t¢rm which the prior insiitution considers to be the last term of
its academic year). Even {f the institution elects to obtain this documentation, it may still use the
computations for adding 30 weeks to the beginning of the loan period to determine the borrower's
eligibility. - - .

If the tnstitution determines that the prior Institution's academic year overlaps with the loan peried
in the tnstitution's own academic year (using etther caleulations or documentation}, then the
{nstitution must subtract the gross loan amount received during the prior Institution's academic year
from the applicable annual loan Uimit {or that loan period to be certifled. (Note: the prior Institution
should have reduced the amount on the FAT for any cancellations or refunds to reflect the gross loan
amount.) For example, if the FAT has 4 subsidized Federal Staflord Loan for $1000, and an overlap 13
determined. then the student s eligible for a $1625 substdized Stafford Loan as a {lrst-year student for
the loan period that overlaps. If there is a later loan period within the institution’s ownt academic
year that does not overlap with the prior institution's academic year, the borrower is eligible for the
difference during institution's own academic year. For example, the fall term may overlap, but the
spring term does not, &ad is in the institution’s own Scheduled Academic Year. Therefore, the student
may borrow for the fall term only the difference in the applicable annual loan mit less the amount
received at the prior institution, but may borrow again for the spring term the difference In the
applicable annual loan Umit less the amount recetved for the fall term within its own acadermic year.

Note: If the institution elects to obtalri documentation {rom the prior tinstitution, it does not need to
consider the summer term as an add-on “leader” or “trailer” {f the FAT does not reflect a summer loan
period in determining an everlap. For example, if the prior institution reports a Scheduled Academic
Year that ends 5/15/94 with the sumnmier as an add-on “traller” ending 8/15/94. but the student did not
borrow at the prior institution for the summer “trafler,” a loan period for a summer term beginning
6/1/94 at the new institution, for a Schrduled Academic Year with the summer as a “leader” or fora
Borrower-Based Academic Year beginning in the summer, is not considered to actually overlap the
prior institution's academic year since there was no summer loan to add-on to the prior institution’s.
academic year. Had the student borrowed at the prior institution for the summer, then this prior
institution's academic year with the “{railer” would have caused an overlap.

Tor a Schedunled Academic Year with the summer as a “trailer,” an additional calculation may be
necessary. Please see next question.

If a student transfers into & summer term that the institution considers to be a “tmailer” to its
Scheduled Academic Year that the stutlent did not attend, may the student recelve a marimum annual

loan Hmit for that summer term and pnother maximum annual loan Umit for the following
Scheduled Academic Year? ‘

First, the institution must determine |{ the student borrowed at the prior institution for a loan perlod
that overlaps its Scheduled Academic Year and “trafler.” (Of course, If the loan period on the FAT ends

10
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’n or after the begin date of the intende:d loan period at the new institution, an overlap has already
‘»epn determined) Although the “Principles to Determine the Frequency of Annuat Loan Limits™ state
‘hat “the institution must consider the Academlic year of the previous institution to have begun with
‘he most recent loan period on the Finnncial Ald Transcript {FAT) and to have been of at least 30
weeks in duration, the Principles do not exemplify how to determine an gveriap for this situation,

Using the calenlation method, the instiiution must add 30 weeks to the beginning of the most recent
loan period on the FAT, If the calculated end date for the prior Institution’s academic year s on or
after the beginning date of the Intended loan period at the new institution, then there is an overlap of
the new Institution’s summer “traller” and/or Scheduled Academic Year with the prior instiintion's
academic year, The Institution must then subtract the gross loan amount for the loan period indicated
on the FAT that produces the overlap fiom the maximum annual loan limit for the intended loan
period. The result might be zero eligihiHty if the student recetved the same maximum annual Joan
Umit at the prior Institution,

If the above calculation does not produce an overiap, then the Institution must perform another 30-
week calculation because its summer “iraller” 18 attached toa time period that has past at the time of
the transfer. Since the summer “trajlur” is &n add-oh to the preceding Scheduled Academic Year (a
time period that has past), the institution must also count backwards 30 weeks into the past from the
end of the summer term to see If there is an overlapping academic year for a loan period at a prior
institution. In other words, the institution is determining a beginning date of a possible academlc
year that s 30 weeks In duration rather than the ending date as ordinarily calculated. If the loan
period on the FAT expired on or after the calculated begin date of the academic year, then the
institution has determined that the prior acadentc year overlaps with its academle year and sumumer
“tyailer.” Accordingly, the institution must subtract the gross loan amount on the FAT for the
overlapping loan period from the mazimum annual loan Hmit for its summer “traller.” This
calculation 1s not necessary \f the insiitution has already detzrmined an overlapping academic year
using the ordinary method of calculating from the beginning of the prior loan period on the FAT

. because an adjustment for overlappiny academic years is already required. Also, this additional

calculntion 1s not applicable to a Scheduled Academic Year with the summer as a “leader™ ot to
Borrower-Based Academic Years since such academlc years eonstitute time periods which measure
annual loan Bmits into the future for i summer loan perlod—such academic years may be alternatives
to using the summer as a "trailer” to the Scheduled Academi: Year If this additional calculation
produces an overlapping academic year,

For an Ingtitution that chooses docurtientation and considers the summer to be a “traller” to its
Scheduled Academic Year, the Institiition would conslder any loan amounts for loan perlods at the
prior institution that overlap or are contatned within its own preceding Scheduled Academlic Year as
applicable to a swnmer loan perdod and, bence, subtract the gross loan amounts from the maximum
annual loan lmit for the summer, The FAT would generally be sufficient documentation in this case.

May the institution use Its own academic year to determine the annual loan limit for a transfer
student?

The institution may not use its academic year exclusively for determining eligibUlity if an academic
year at a prior institution overlaps with a loan period within the institution's own academic year as
determined abave.

If a studeit transfers from a program of study which was less than an academc year in length. how
would the new instiution determine when the academic year at the prior institution would expire. to
ensure that the student is not overawarded?

Although the program of study or its remaining balance is less than an academic year, the academic
year 15 still considered (o be at least 30 weeks tn duration. Therefore, the institution must compute the

i1
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. g date of the prior institution’s academic year by adding 30 weeks lo the beginning date of the loan
»riod indicated on the FAT, and adjust the borrower's eligibility for any overlap as indicated above.

| a borrower's loan has been prorated at a prior (of sarne) mstitution because the prograrm of study or
's remaining balance was less than the length of the academic year, may the student access additional
nan funds before 30 weeks has elapsed from the beginning of the previous loan period at a new
stitution or in new program of study al the same institution?

rovided the program of study at the new institution {or the re-start in a new program of study at the
.ame Institution) has a higher annual loan limit than the gross loan amount received at the prior
institution {or prior program of study at the same institution), the student may borrow the difference
Letween the higher annual loan lLmit ani the prior amount borrowed before 30 weeks has elapsed.

‘day institutions survey other tnstitutions' policles for the frequency of annual lnan Umits to
Aocument ellgibility for transfer students?

res. Accordingly, if the institution hae survey data Tor a prior mstitution's academic year or sutlmer
add-on component, no further documerntation i required for dstermining a transfer student’s
«ligibility. However, such survey data must be assured to be accurate, For example, If an institution
on the sutrvey has an across-the-board policy the uses the Scheduled Academic Year with the sumimer
as an add-on "leader.” then the institution must also tndicate that it does not make exceptions to
convert a borrower to a Scheduled Acacdemic Year with the summer 2s a “trailer” or to a BorTower-
Based Academic Year. Such exceptions would imvalldate the survey data. Because of the flexdbility to
choose ang revise policies for the frequency of annual loan lmits, such survey data may need to be
updated often, or an agreement to provide information on forthcoming changes to policies between all
institutions participating in such survey data would be necessary.

May an institution provide informatlon on its academnic year on the FAT to assist other institutions?

ves. To assist other institutions, this practice is recomnmended. The institution may include, for
instance, the end date for the academit: year applicable to the loan period Indicated on the FAT. or
indicate the end date of the =trafler” if lhere is a summer loan period on the FAT.

May an institution use uncovered costs of attendance at a prior tnstitution if the prior institution’s
academile year overlaps a loan period within the institution own academic year and lUmits the

student's ability to borrow for that term?
No. The statute specifies that the cost of attendance applies to costs at the current institution only.

An institution has already recelved ita Finsncial Aid Transcripts for incoming transfer students for

cither this current summer session oy upcoming fall term. What is the institution’s responsihifity for
obtaining a new FAT which includes nan perlods? Is there g liability to the tnstitution for delivering
any loan disbursements prior to obtalning the new FAT if the application hag aiready been submitted

for loan guarantee?

The current FAT and its immediate predecessor, as prepared by NASFAA, both have the necessary
information to calculate eligibllity fora transfer student. The current FAT references “Loan Period,”
and its predecessor references the »prrod of the loan,” which Is also the loan period. Most computer
generated FAT's follow the NASFAA nrder and format. Additionally, the loan-period Information is
required by regulation fef. 34 CFR 86¢.1%cX10)]. Hence, it should not be neceagary to obtain new FAT's
for transfer students, If the prior insidtution did not complete the loan-period information, then the
transcript is incomplete and should be returned or corrected with documentsation if there is
{insuffcient information to determine loan eligibiilty.

12
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e 1 rovided the FAT ls processed correctly, there Is no institutions] Uability. If the institution has

) 'ason to belleve that the student recelved a loan at the prior institution that was not reported on the

| 4T, or has Information that creates a discrepancy in the amount borrowed at the prior institution,

| hen the institution has the responsibility to resolve the discrepancy prior to delivering any loan

. shurgements directly to the borrower o crediting the student’s account [cf. 34 CFR §682.603(d)(1) and
' 468.14(0]. Such a regolution may conslit of obtaining a new FAT or documenting corrections to the
AT,

Guaran 1} Agency Edits—

40, g of July 1, 1994, what system edits may a guaranty agency use to determine the frequency of anhual
aan Umits?

senerally, the guaranty agencies will rernove specific system edits that were based upon seven months
ir longer periods (e.g.. 211 days or 11 menths plus 1 day), and will not be able to tnstitute similar edits
'n monitor the frequency of annual loan limnits. However, the guaranty agencles must maintain the
logical parameters for eligtbility as indlvated In the edit matrix, for the common loan application {the
rmatrix is under review). For example, the edits for annual loan lmits based upon the grade level and
‘pan type must be maintained. One loglcal edit is a check for gverlapping loan periods {including a
wmaller loan period wholly conitained within a larger loan period) since the annual loan limit cannot
‘ve exceeded within a loan period or overlapping loan periods. The guaranty agency's edit would
dentify a loan period that overlaps with a previous loan period (for a loan it has guaranteed), then
subtract the gross loan amount for the pricr loan from the applicable annual joan Itmit for the new
.oan, and guarantee up to that diference. Wwithout additional data elements on the institution’s

o academic year, the edit for overlapping loan periods may be the only applicable frequency edit, other

‘han a related edit that ensures that the: loan perod does not exceed 12 months. The guaranty agency
may provide information 1o institutions for loans that appear to violate the minimum standards for
the frequency of annual loan lmits. but may not reject or reduce the guaranteed amount based upona
frequency edit if there is no overlapping loan period.

Guaranty agencles must implement the minimum standards no later than July 1, 1994, and may
implement the changes earller. Additionally, a guaranty agency may develop a policy that is longer
that an institution’s academic year (e.g.. 12 months minimum). but policies that depart from the
minimumn standards require the prior approval of the U.5. Department of Education. Nevertheless,
there seems to be a general consensus Among guaranty agencles that the minimum standards will be
unformly tmplemented, Please note that the the guaranty agency is not required to seek approval for
any grade-level progression criteria that it may retain.

41. We have read that many guaranty agencies have removed thelr edits for annual loan Umits. What
happens if there is an over-guarantee?

The guaranty agency should not remove all of its edits for anraal loan limits, but only change or
delete those edits which conflict with the minimum standards for the frequency of annual loan limits.
With the proper frequency edit for overlapping loan periods and other edits for annual loan Umits in
the matrix for the common loan apphication, there should not be an approval that guarantees a loan
in excess of annual loan ltmits that 1s a resuit of guaranty agency error. :

Please note that the edit matrix for the common appHcation has not been finalized, and any specific
edit for overlapping loan periods is subject to change.

-2 It appears, in the case of transfer studints, one guaranty agency has a 210-day edit based on loan

period end dates (as a revolving 210-diy edit), We recently removed all our edits specific to loan
frequency, yet they retalned theirs. How is this posstble? Does the agency have an Institutional data
matrix built to know what “option™ the institution has employed (for example, the Scheduled

13
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neademic Year with a “traller,” or Waader,” or o Borrower-Bosed! Asndemiec Year, ate) If not, how can 2
\evolving 210-day edit based on previous loan period end date be effective especially since the loan
.eriod certified does not have to match exactly the academic yosr?

rhere do not appear to be any guaranty agencles that are attempting o retain a 210-day or similar edit
'or the new guldelines on the frequency of annual loan limits, including transfer situations, As
referenced above, sume guaranty agencies have an edit for averlapping loan periods which identifies
;o application that had a loan period hegin date that ls earlier than the end date of & prior loan for the
atme borrower—-whick logleally indicates that an geademic yer or its add-on componeat is
sverlapping and, therefore, only one wiaximum annual Joas Hmit ia applicable between the
averlapping 1oan periods, Sucha edit would be particularly useful for transfer students, Additionaily,
glven the flexibility that institutions have in choosing polictes for the frequency of ennual loan
{lmits, an institutional data matrix indicating the applicable seademle year for each institution
would be of value only for those {nstituiions that have one, “no-sxceptions” policy that does not use
Borrbwer-Based Academic Tears. Since other institiitions may have different policles for differeat
programs or othex gronps of students, ur make exceptions for different gltuations, the data matrix
pould not encompass all slituations.

rice or Operations (Audit v. Edil-

Can the guaranty agency apply the anriual loan limit frequeancy requirements through audit of the
institution rather than through edit of the loan application? The burden of compliance would then
rest with the educational institution.

This question was submitted by the Ofies of Student Flnancial Asststance for the State of Loulisiana
to Pam Moran, USDE, on Aprii 21, 1994, [ses attachment). Her answer is reproduced below: '

Under the requirements of the Higher Sducation Act, schools have always had the primary
responsibility for ensuring that a borrower did not recetve loan proceeds i1 excess of applicable
annual or aggregate loan limits. Guaranty agencles have glwiys had a secondary responsibility as
part of their guarantee function to screen applicants to ensurs that ineligible applicants did not
recelve laans, Although a guarantor's abiltly is greatly dimirdshed as it relates to annual loan limits
in light of the new policy gu idelines, guarantors are to monitor annual and aggregate limits to the
extent possible, For annual limits thatl may be only editing for overlapping loan periods where a
student has been certified twice for full annual Limits.

What are the lendet’s responstbilities, if any, for tracking the frequency of annual loan lmits?

Agaln, the primary responsibllity for monitoring the frequency of arnual loan lmits rests with the
Imstitution. The lender may rely upon the certification of the institution unless it has conflicting data
regarding the applicant’s eligibility. The lerider, or servicer, may assist the institution for obvious
erTors in loan certification to facilitats loan origination, but 18 not required to scresn loans for the
frequency of annual loan lmits, ‘

Trar «iHon from the “7-months rule*—

45.

EE

Pl

How I3 the transition from the «7_months rule” considered when adopting the new guidance on the
frequency of annual loan {lmits? Does the institution take into account the old poliey and any loans
prior to July 1. 1994, in determining the student's ellgibtiily. or {3 there a “lresh start” or “clean slate”
in determining eligibility after the new guieilnes are umplemented?

Under either the old or the new policies, the institution may not certlly amounts in excess of the
annual loan mits. Accordingly, during the {ransition period, the institution must take into
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. snsideration any loan made prior to July 1. 1894, If that loan hecomes a loan applicable to the policy
. chooses under the new guidelines. There Is no completely “fresh start”® or “clean glate” although an
nstitution may take steps to minimize tle impact, For example, if the institution certified a summer
»an prior to July 1, 1994, under the “7-yonths rule,” and then chooses, as its policy, the Scheduled
.cadernic Year with the summer term as a “leader,” then the summer loan, though certified under the
1ld policy, would be included Lo determining eligibility under the new guidelines for any additional
nan during that summer or 1994-95 Scheduled Academnic Year.

46. 7hat options arc recommended to institutions for the transition into the new policy this summer?

sroviding the institution did not certify tnore than one maximum annual loan limit for each of its
.tudents during the 1993-94 Scheduled Academic Year (excluding summer), the following information
.pplies. See additional question if the a student received more than one maximuim annual loan limit

Juring the terms of the 1993-94 Scheduled Academic Year.

“yuring the transitton for an institution that chooses the Scheduled Academic Year with elther the
summer as a “leader” or “trafler,” this key question must be asked: Is there a loan period which is for
‘he 1994 summer term or Includes this summer term?,. If there no such loan period, then the
nstitution may implement the Scheduled Acadernie’Year with elther the “trailer” or “leader” without
any further transitional concern. If there is a loan period for or {ncluding the summer, then the
.nstitutfon may consider the following information in determining its cholces during the transilion

TI'he choice of the Scheduled Academic Year with the summer term as a “leader” may be the easlest to
admintster for term institutions. Since most guaranty agencies have used an edit to compute the
student’s eligibility for a summer only loan period based upon “.months or longer (e.g., 211 days or 11
months plus 1 day). the student would rot have been eligible for a new loan under the old policy untd
sometime durlng the institution's 1994-95 Scheduled Acadermie Year (e.g,, a summer loan beginning
— June 6, 1994, plus 211 days is January 3, 1995). Likewise, the institution would not have certified

' another loan under the old policy until well into the echool's academic year. With the cholce of the
summer as a “leader,” the institution would simply subtract arty gross loan amount recetved for a
summer loan period to determine the student's eligibility during the 1994-95 Scheduled Academic
Year, regardless of whether the summe: loan was approved under the old =7.months rule” or the new
frequency guldellines.

Even with this cholce of the Scheduled Academie Year with the summer “leader.” it may not
necessarily encompass all cireumstances. For example. the institution may have included a preceding
term with the summer in the loan pericd appraved under the old policy {e.g. the loan pertod was for the
1994 spring semester and the summer]. In this case, the sumraer must be treated as I it was originally
4 “trafler” to the 1993-94 Scheduled Arademnle Year of which the prior term(s) 1s tneluded, or, if
possible, as a Borrower-Based Academic Year, {If the institution chooses the Scheduled Academic
Year and the summer as a “leader” or "traller.” then amy loan peried that includes the summer and
another term will automatically be assigned to the Scheduled Acadermnie Year of which the other term
15 a part.) If the institution always processes summer loans separately from the acadernic year, then
the institution may choose the 1994-85 Scheduled Academic Year with the summer “leader” without
this concert.

In choosing the Scheduled Academic Vear with the summer “ratler,” the institution must be diligen
to determine if a 1994 summer loan czn be applied appropriately to the 1993-94 Scheduled Academic
Year as its “trafler.” If the student recelved the maximum annuat loan Umit during the 1993-94
Scheduled Academic Year, then any lean for the 1994 summer cannot be applied as a 1993-94 "trater”
since it would then produce an overaward on the annual loan limit for that year. Hence, such a
summer loan would have to be applied as a “leadet” to the 1994-95 Scheduled Academic Year; or
possibly, the summer term might be constdered to be the flrst term of a Borrower-Based Academic
Year. Likewise, If a loan period includes the summer and a {ollowing termis) (e.g.. the 1984 summer
and fall semester), then the summer cannot be considered as & “trafler” to 1993-94 but must be a

T “leader” to the 1094-95 Scheduled Acndemic Year, or included in a Borrower-Based Academic Year.
Although not necessarily as easy to aimunister during the trensition as a “leader,” the Scheduled
Academnle Year with the summer as a “trafler” does permit a student with no previous loans during the

15
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193-94 academic year to quallfy for a full annual loan lmit for the summer (the end of the 199394
. ~heduled Academic Year and “trailer”), and then to re-quallfy for another full annual loan limit in
| +e fall {the beginning of the 1994-95 Scheduled Academic Year with the "trailer” to follow tn the 1995

L mmer),

. Borrower-Based Academic Year has other considerations at a term institution. In addition to

ssuring that it meets the statutory definition of an academic year, or Its equivalence as indicated in
e guidelines, the institution must also determine when precisely 10 hegin a Borrower-Based
ccademic Year, particularly during the transition period. If the student has no prior loans, then the
Astitution may begin a Borrower-Based Academic Year with any term the student attends, regardless
whether or not the student will obtain i loan for that term. I the student has a 1994 summer only
‘:an perfod, then the summer may begin a Borrower-Based Academic Year, If a loan perled tncludes
we sunmer term and a pror term(s) from the 1993-94 academle year, then the institution may be able
4 consider that a Borrower-Based Acadernic Year has concluded with the summer, and then begin a
‘ew Borrower-Based Academic Year with the 1994 fall term. The Borrower-Based Academic Year

13y also conclude with the summer if the student attended a prior term(s) but did not borrower for

nuch terms.

‘he Borrower-Based Academic Year for lhe 1994-95 dward cycle may also be an effective way to
ansition between the old policy and 2 semester institution’s ultimate chotce of a Scheduled
scademic Year with the summer as a “traller.” Because a student may have recetved a full annual loan
mit for the 1993-94 academic year and another full annual loan iimit for the 1994 summer term
nder the old policy, the use of the Scherluled Academic Year would dictate that the summer loan be a
‘leader” for the 1994-95 Scheduled Acadlemic Year to avold an overaward for the 1993-94 year and its
‘\rafler.” However, the institution could alsc choose to place a summer borrower on a Borrower-Based
icadernic Year consisting of the 1994 summer and fall semester, and another Borrower-Based
rcademic Year for the spring semester and 1995 summer (provided the student attends the spring
semester). After 1994-95, all students would then be aligned to begin the 1995-96 Scheduled Academlc
vear with lts summer “traller.” For quarter schools, the same possiblllty exdsts. However, the
Aligriment would not occur untdl the 1996-97 Scheduled Academic Year,

*or non-term Institutions, the loan perind must correspond to the academic year, or the program of
study or its remainder if it 15 less than an academic year. Some guaranty agencies have permitted loan
neriods up to 12 months which may have been longer than an academic year. Because of the criteria
‘or the loan period, non-term institutions have been using Borrower-Based Acadernic Years, in effect,
wven under the “7-months rule.* Accoriingly, the transition to the new guidellnes should have little
impact for new or continuing students.

A student at grade-level three received a $5500 subsidized Federal Stafford Loan for the loan period
3/15/93 to 5/15/94 (academic year). The same student at grade-level four then recetves a $5500
subsidized Stafford for the summner loan perfod 6/1/94 to 8/10/94, What is the student’s eligibility at
grade-level four for Fall ‘94 going to be?

For any institutional choice under the niew guidelines, this student's eligibtlity for the fall term Is
rero. However, the same is true under lhe old *7-months rule” since the fall term will end prior to the
expiration of seven months. In reviewing the options, the institution may use a 1994-95 Scheduled
Academic Year with the summer as a “leader,” In which case, the student will not regain eligibdity
until the following summer since he/she has already borrowed the maximum subsidized amount. The
nstitution may not use a Scheduled Academic Year with the summer as a “traller” because this
student would then have exceeded the annual loan limit for the 1983-94 year. The institution could
determine that the surnmer is the first term of an equivalent Borrower-Based Academie Year (summer
plus fall semester, or summer plus fall and winter quarters), in which case, the student would regain
eligibility with the spring semester or (uarter {or another Borrower-Based Academic Year.

Had the student in this emmple been #1 grade-level one for the academic year and summer loan
periods, then progressed to grade-level two for Fall 94, then the student could borrow the difference
between the two gtade levels for Fall ‘9.
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49.

Fina

L1

v the institution certified more than one 'tﬁa:dxnum annual loan limit under the “7-months rule” for
{ : 1993-94 Scheduled Academic Year, what options apply during the transition. For example—

; [reshman student at a four-year institulion borrowed $2625 for Fall 1993. Seven months elapse on
/il 3, and the student Is permitted to borrow a full $2625 again for Spring 1994 (retroactive to
. unuary 1994). As of Summer 1994, the student has achleved sophomore status.

| 1sing a Scheduled Academic Year—if the institution conslders the summer as a “trafler.” would the

" udent be eligible for $875 (the difference between grade-level one and grade-level two). I the
.stitution considers the summer as a "wader,” may the student recelve another maxmum loan
:3500) for Summer 19947 Would the student next regain eligibility for a maximum student loan as of
Lummer 19959

Jsing a Borrower-Based Academic Year--Would the student be ineligible until Fall 1994 since two
'wrms had not passed since the student's maximum loan (Spring 1694) had been approved? Could the
hstitution consider Fall 1893 and Spring 1994 the student's academic year. and allow the student to
Lormow up to $3500 for Summer 19947

[3ecause the institutlon certifled consecutive and rétfoactive maximum annual loan Hmits under the
~7.months rule,” which under the new guidelines would have resulted fn an gveraward for the 1993-94
3cheduled Academic Year, the student is neligible for a summer 1oan regardless of whether the
‘nstitution chooses the summer as a “tratler* or “leader” to its teheduled Acadernie Year or 2
norrower-Based Academic Year, as Its policy. In the example given, seven months from April 3 will
not elapse until October 4—most likely {0 be In the fall term. Therefore, the student 1s not eligible until
the fall termn although under the new guidelines, the {nstitution may certify a loan period beginning
with the fall prior to October 3. In effect, the institution’s oplions during the transition are between
choostng the 1994-95 Scheduled Academlc Year with a summer “trailer” or a Borrower-Based
Academic Year beginning with the fall term (If the student attends the fall} for any student in the above
clrcumstance.

May a guaranty agency choose to make the new annual loan limit guidelines effective for pericds of
enroliment beginning on or after July 1, 19947 I a guarantor chooses this option, would a school
remain under a “good-faith affort” for the prior *7-months rule’ for summer loan perjods?

The U.S. Department of Education expects the new policy to be implemented by July 1, 1994, without
any additional qualifications.

~tal Ald Syslems—
How are an institution's financial ald systems possibly affected during the transition period?

Flnancial aid systems may not provide all the necessary edits for the institutlon to determine annuati
Joan limits for the new guidelines. However, 1n general, systeins could not monitor the time frames
for the “7-months rule” either, some tnanual computations were required. A Scheduled Acadernic
Year with the summer as a “leader” or “tratler” should adapt readily to financial ald systems because
the annual loan Umits would be very similar to programming amounts and time periods for other
forms of state and Title TV financial assistance. During the transition, of if an institution should
later change its policy, there may be some limitations becaus: a loan recorded on the system In one
year (e.g., 1993-84 for the summer term) may actually be applicable to the following year (e.g.. 1994-95,
to prevent an overaward for 1993-94}, and the system cannot compare the two years. In that instance,
the institution may find it necessaty to identify borrowers with potentlal problems. For instance, the
institution may wish to generate a Ust of all 1894 summer bofrowers and review any subsequent loan
applications for them for 1994-95 carefully.
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.Y ‘ow does the use of a Borrower-Based Atademic Year affect systemas at the institution?

sost financial aid systems at term institutions will have difficulty with a Borrower-Based Academic
‘war sinee such years may cross award yzars, and the systems cannot read between different years
rg., 1993-94 and 1994-95 loan screens), Hence, a financtal atd system may not be able to edit for an
sstitutional policy using Borrower-Based Academic Years, The institution may wish to change to

1orrower-Based Academic Years at a later date when additional programming may be completed.
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Additional Questions
The fc ..owing questions are currently under riview by Pam Moran:
Trams s and Restarts—

52. A student transfers to a non-term instilution in a prograim of study of one academnic year, and the
planned loan period at the institution overlaps with the prior institution's academic year. At the
point the 30 weeks for the prior institution’s academic year elapses, the remaining balance of the
student's program of study at the new institution is less than one academic year. Must the institution
prorate for the remaining balance of the program of study, or may it process a loan for the entire
program? May the institution include tultion charged up front in the cost of attendance even if that
beginning period during which tuition is charged will not be yncluded in the loan period certified by
the institution?

Per the request of Pam Moran, case studies for this'situation have been submitted to the U.5,
Department of Education to evaluate ihe impact of different possible answers.

®a,  For a npon-term institution with a 1500 clock-hour program of study and an academic year of 900
clock hours and 30 weeks of instructicnal time, how is the academic year affected if the student
completes 500 clock hours in 20 weeks, then withdraws, and later restarts in the same program?

gd4. If a restarting student in ata pon-teria institution did not recelve a maximum annual oan lmit prior
to his or her withdsawal during the fr5t academic year, may the {nstitution certify a loan for the
difference in eligibility for the remalining balance of the frst academic year when the student
returns? What would be the loan petind?

%5,  Some students at pon-term institutions who withdraw prior to completing an academic year re-start
at the Institution years later, 18 thert a time period after which the institution !s no longer required to
gee if the student had completed an i.cademic year to make adjustments for eligibility for a re-start?

Gro e LE‘L'E!—

%5. A student that progreases toa grade-level with a higher mazimum annual loan imit during the
academlc year may borrow the difference betweesn the two rnaximum annual loan Hmits for the
different grade levels. For example, it student is at grade-level one for the fall semester and at grade-

level two for the spring semester for & Scheduled Academic Year consisting of those two terms. The
difference is $8785 for a subsldized Fedaral Stafford Loan ($3500 - $2625). Once the student has
progressed to the higher grade-level, may the institution certify this loan for the difference using 2
loan period retroactive to the beginring of the academic yesr?

Ce “ification and Delivery of Loan Proceeds—

57 Are there any changes in the certification of loan applecaticns and delivery of student loan proceeds to

botrowers, or crediting the student’s account, as a result of the “Principles to Determine the Frequency
of Annual Loan Limits"?

G ranty Agency Edits—

e B If a guaranty agency edits just for ovetlapping loan periods for the frequency of annual loan limits,

what recommendation is suggested for the following: An lLastitution has four quarters with the
summer quarter as a “traller” to the Scheduled Academic Year, That institution then certifies four
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1 :parate loan periods corresponding to exch guarter—all at grade fevel two and for the maximum
1 nnual loan Hmit for a subsidized Federal Btafford Loen (Fall £3300: Winter: $3500; Spring: $3500;
i 1id Summer: §3500). There are no overlipping loan periods In this sttuation, but, obviously, the

| -stitution is certifylng loans in excess of the annual loan Wmits. What is the guaranty agency's

s npponsibility?
Term Iy Htutlon—
m9.  ly institution has an unusual academie itructure which is term based. We have an assoclate degree
in which each fall semester is 13 weeks in duration and each

irogram that is two academic years long

ipring semester i 17 weeks bngfnrltmt:udaoweeh of Instructional time, We have introduced an
oeelerated bachelor's degree progrim yhich 18 an additional four semesters of 13 weeks in duration
'neh. Studenumnycnmpletetheummempmmmmwnmmmm second spring
pmester (after 13 weeks) and enroll fmmediately in the accelerated bachelor's degree program. This
.ew enroliment in the first semester of {he bachelor's degree program then overlaps with the last four
eeks of the assoclate degree program’s 1ust semester because the students completed the last semester
rarly, Bow may the institution procéas mew loans for these accelerating students? May the institution
sonaldered the new term which overlaps with the last-term of the associate degree progras tobe an
radd-on” to the Scheduled Academic Yeux? May this new averlapping term be co

Lerm of a Borrower-Based :
onth summer bireak in which no classes are ofered for them although some

erm, they have & two-m

Iasses in other associate degree prograins are offered during a fummer session on a different
wcheduled from the accelerated prograni, May the institution sl use @ Borrower-Based Apademic
rear and considered the summer tobe o “break” and not a period of non-enrollment during the
jummer since no classes are pffered for them?
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