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this section who remained enrolled
after subtracting the number of students who subsequently withdrew or
were expelled from participating institutions and received a 100 percent refund of their tuition under the institutions’ refund policies;
(4) Dividing the number of students
determined in paragraph (h)(1) of this
section by the number of students determined in paragraph (h)(3) of this
section;
(5) Making the calculations described
in paragraphs (h)(1) through (h)(4) of
this section for students without a
high school diploma or its recognized
equivalent who enrolled in participating institutions.
(i) For purposes of paragraph (h) of
this section, the applicable award year
is the latest complete award year for
which information is available that immediately precedes the date on which
the State requests the Secretary to approve its State process, except that the
award year selected must be one of the
latest two completed award years preceding that application date.
(Approved by the Office of Management and
Budget under control number 1840–0627)
(Authority: 20 U.S.C. 1091(d))
[60 FR 61843, Dec. 1, 1995, as amended at 61
FR 31035, June 19, 1996]

Subpart K—Cash Management
SOURCE: 61 FR 60603, Nov. 29, 1996, unless
otherwise noted.
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§ 668.161 Scope and purpose
management rules).

(cash

(a) General. (1) This subpart establishes the rules and procedures under
which a participating institution requests, maintains, disburses, and otherwise manages title IV, HEA program
funds. This subpart is intended to—
(i) Promote sound cash management
of title IV, HEA program funds by an
institution;
(ii) Minimize the financing costs to
the Federal Government of making
title IV, HEA program funds available
to a student or an institution; and
(iii) Minimize the costs that accrue
to a student under a title IV, HEA loan
program.

§ 668.162
(2) The rules and procedures that
apply to an institution under this subpart also apply to a third-party
servicer.
(3) As used in this subpart—
(i) The title IV, HEA programs include only the Federal Pell Grant,
ACG, National SMART Grant, TEACH
Grant, FSEOG, Federal Perkins Loan,
FWS, Direct Loan, and FFEL programs;
(ii) The term ‘‘parent’’ means a parent borrower under the PLUS programs;
(iii) With regard to the FFEL Programs, the term ‘‘disburse’’ means the
same as deliver loan proceeds under 34
CFR part 682 of the FFEL Program regulations; and
(iv) A day is a calendar day unless
otherwise specified.
(4) An institution must follow the
disbursement procedures in 34 CFR
675.16 for paying a student his or her
wages under the FWS Program instead
of the disbursement procedures in
§§ 668.164(a), (b), and (d) through (g),
and 668.165.
(b) Federal interest in title IV, HEA
program funds. Except for funds received by an institution for administrative expenses and for funds used for
the Job Location and Development
Program under the FWS Programs,
funds received by an institution under
the title IV, HEA programs are held in
trust for the intended student beneficiaries, the Secretary, or lender or a
guaranty agency under the FFEL programs. The institution, as a trustee of
Federal funds, may not use or hypothecate (i.e., use as collateral) title IV,
HEA program funds for any other purpose.
(Authority: 20 U.S.C. 1070g, 1094)
[61 FR 60603, Nov. 29, 1996, as amended at 64
FR 58291, Oct. 28, 1999; 71 FR 38003, July 3,
2006; 72 FR 62028, Nov. 1, 2007; 73 FR 35493,
June 23, 2008; 74 FR 55947, Oct. 29, 2009]

§ 668.162

Requesting funds.

(a) General. (1) The Secretary has sole
discretion to determine the method
under which the Secretary provides
title IV, HEA program funds to an institution. In accordance with procedures established by the Secretary, the
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§ 668.162

34 CFR Ch. VI (7–1–10 Edition)

Secretary may provide funds to an institution under the advance, reimbursement, just-in-time, or cash monitoring payment methods.
(2) Each time an institution requests
funds from the Secretary, the institution must identify the amount of funds
requested by program and fiscal year
designation that the Secretary assigned to the authorization for those
funds.
(b) Advance payment method. Under
the advance payment method—
(1) An institution submits a request
for funds to the Secretary. The institution’s request for funds may not exceed
the amount of funds the institution
needs immediately for disbursements
the institution has made or will make
to eligible students and parents;
(2) If the Secretary accepts that request, the Secretary initiates an electronic funds transfer (EFT) of that
amount to a bank account designated
by the institution; and
(3) The institution must disburse the
funds requested as soon as administratively feasible but no later than three
business days following the date the institution received those funds.
(c) Just-in-time payment method. Under
the just-in-time payment method—
(1) For each student or parent that
an institution determines is eligible for
title IV, HEA program funds, the institution transmits electronically to the
Secretary, within a timeframe established by the Secretary, records that
contain program award information for
that student or parent. As part of those
records, the institution reports the
date and amount of the disbursements
that it will make or has made to that
student or that student’s parent;
(2) For each record the Secretary accepts for a student or parent, the Secretary provides by EFT the corresponding disbursement amount to
the institution on or before the date reported by the institution for that disbursement;
(3) When the institution receives the
funds for each record accepted by the
Secretary, the institution may disburse those funds based on its determination at the time the institution
transmitted that record to the Secretary that the student is eligible for
that disbursement; and

(4) The institution must report any
adjustment to a previously accepted
record within the time established by
the Secretary in a notice published in
the FEDERAL REGISTER.
(d) Reimbursement payment method.
Under the reimbursement payment
method—
(1) An institution must first make
disbursements to students and parents
for the amount of funds those students
and parents are eligible to receive
under the Federal Pell Grant, ACG, National SMART Grant, TEACH Grant,
Direct Loan, and campus-based programs before the institution may seek
reimbursement from the Secretary for
those disbursements. The Secretary
considers an institution to have made a
disbursement if the institution has either credited a student’s account or
paid a student or parent directly with
its own funds;
(2) An institution seeks reimbursement by submitting to the Secretary a
request for funds that does not exceed
the amount of the actual disbursements the institution has made to students and parents included in that request;
(3) As part of the institution’s reimbursement request, the Secretary requires the institution to—
(i) Identify the students for whom reimbursement is sought; and
(ii) Submit to the Secretary or entity
approved by the Secretary documentation that shows that each student and
parent included in the request was eligible to receive and has received the
title IV, HEA program funds for which
reimbursement is sought; and
(4) The Secretary approves the
amount of the institution’s reimbursement request for a student or parent
and pays the institution that amount,
if the Secretary determines with regard to that student or parent that the
institution—
(i) Accurately determined the student’s eligibility for title IV, HEA program funds;
(ii)
Accurately
determined
the
amount of title IV, HEA program funds
paid to the student or parent; and
(iii) Submitted the documentation
required under paragraph (d)(3) of this
section.
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(e) Cash monitoring payment method.
Under the cash monitoring payment
method, the Secretary provides title
IV, HEA program funds to an institution under the provisions described in
paragraph (e)(1) or (e)(2) of this section.
Under either paragraph (e)(1) or (e)(2)
of this section, an institution must
first make disbursements to students
and parents for the amount of title IV,
HEA program funds that those students and parents are eligible to receive, before the institution—
(1) Submits a request for funds under
the provisions of the advance payment
ethod described in paragraph (b) of this
section, except that the institution’s
request may not exceed the amount of
the actual disbursements the institution made to the students and parents
included in that request; or
(2) Seeks reimbursement for those
disbursements under the provisions of
the reimbursement payment method
described in paragraph (d) of this section, except that the Secretary may
modify the documentation requirements and review procedures used to
approve the reimbursement request.
(Authority: 20 U.S.C. 1070g, 1094)

erowe on DSK5CLS3C1PROD with CFR

[61 FR 60603, Nov. 29, 1996, as amended at 62
FR 62876, Nov. 25, 1997; 71 FR 38003, July 3,
2006; 73 FR 35493, June 23, 2008]

§ 668.163 Maintaining and accounting
for funds.
(a)(1) Bank or investment account. An
institution must maintain title IV,
HEA program funds in a bank or investment account that is Federally insured or secured by collateral of value
reasonably equivalent to the amount of
those funds.
(2) For each bank or investment account that includes title IV, HEA program funds, an institution must clearly identify that title IV, HEA program
funds are maintained in that account
by—
(i) Including in the name of each account the phrase ‘‘Federal Funds’’; or
(ii)(A) Notifying the bank or investment company of the accounts that
contain title IV, HEA program funds
and retaining a record of that notice;
and
(B) Except for a public institution,
filing with the appropriate State or
municipal government entity a UCC–1

§ 668.163
statement disclosing that the account
contains Federal funds and maintaining a copy of that statement.
(b) Separate bank account. The Secretary may require an institution to
maintain title IV, HEA program funds
in a separate bank or investment account that contains no other funds if
the Secretary determines that the institution failed to comply with—
(1) The requirements in this subpart;
(2) The recordkeeping and reporting
requirements in subpart B of this part;
or
(3) Applicable program regulations.
(c) Interest-bearing or investment account. (1) An institution must maintain
the Fund described in § 674.8(a) of the
Federal Perkins Loan Program regulations in an interest-bearing bank account or investment account consisting predominately of low-risk, income-producing securities, such as obligations issued or guaranteed by the
United States. Interest or income
earned on Fund proceeds are retained
by the institution as part of the Fund.
(2) Except as provided in paragraph
(c)(3) of this section, an institution
must maintain Direct Loan, Federal
Pell Grant, ACG, National SMART
Grant, TEACH Grant, FSEOG, and
FWS program funds in an interestbearing bank account or an investment
account as described in paragraph (c)(1)
of this section.
(3) An institution does not have to
maintain Direct Loan, Federal Pell
Grant, ACG, National SMART Grant,
TEACH Grant, FSEOG, and FWS program funds in an interest-bearing bank
account or an investment account for
an award year if—
(i) The institution drew down less
than a total of $3 million of those funds
in the prior award year and anticipates
that it will not draw down more than
that amount in the current award year;
(ii) The institution demonstrates by
its cash management practices that it
will not earn over $250 on those funds
during the award year; or
(iii) The institution requests those
funds from the Secretary under the
just-in-time payment method.
(4) If an institution maintains Direct
Loan, Federal Pell Grant, ACG, National SMART Grant, TEACH Grant,
FSEOG, and FWS program funds in an
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