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(i) Except in the case of a PLUS loan,
the Secretary processed a SAR or ISIR
with an official expected family con-
tribution; and

(i) (A) For a loan under the FFEL or
Direct Loan programs, the institution
certified or originated the loan; or

(B) For an award under the Federal
Perkins Loan or FSEOG programs, the
institution made that award to the stu-
dent.

(3) Making a late disbursement. Pro-
vided that the conditions described in
paragraph (g)(2) of this section are sat-
isfied—

(i) If the student withdrew from the
institution during a payment period or
period of enrollment, the institution
must make any post-withdrawal dis-
bursement required under §668.22(a)(3)
in accordance with the provisions of
§668.22(a)(4);

(i) If the student successfully com-
pleted the payment period or period of
enrollment, the institution must pro-
vide the student (or parent) the oppor-
tunity to receive the amount of title
1V, HEA program funds that the stu-
dent (or parent) was eligible to receive
while the student was enrolled at the
institution. For a late disbursement in
this circumstance, the institution may
credit the student’s account to pay for
current and allowable charges as de-
scribed in paragraph (d) of this section,
but must pay or offer any remaining
amount to the student or parent; or

(iii) If the student did not withdraw
but ceased to be enrolled as at least a
half-time student, the institution may
make the late disbursement of a loan
under the FFEL or Direct Loan pro-
grams to pay for educational costs that
the institution determines the student
incurred for the period in which the
student was eligible.

(4) Limitations. (i) Generally, an insti-
tution may not make a late disburse-
ment later than 120 days after the date
of the institution’s determination that
the student withdrew, as provided
under §668.22, or, for a student who did
not withdraw, 120 days after the date
the student otherwise became ineli-
gible. On an exception basis, and with
the approval of the Secretary, an insti-
tution may make a late disbursement
after the applicable 120-day period, if
the reason the late disbursement was
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not made within the 120-day period was
not the fault of the student.

(ii) An institution may not make a
second or subsequent late disbursement
of a loan under the FFEL or Direct
Loan programs unless the student suc-
cessfully completed the period of en-
rollment for which the loan was in-
tended.

(iii) An institution may not make a
late disbursement of a loan under the
FFEL or Direct Loan programs if the
student was a first-year, first-time bor-
rower unless the student completed the
first 30 days of his or her program of
study. This limitation does not apply if
the institution is exempt from the 30-
day delayed disbursement require-
ments under §682.604(c)(5)(i), (ii), or
(iii) or §685.303(b)(4)(i)(A), (B), or (C) of
this chapter.

(iv) An institution may not make a
late disbursement of a Federal Pell
Grant unless it received a valid SAR or
a valid ISIR for the student by the
deadline date established by the Sec-
retary in a notice published in the FED-
ERAL REGISTER.

(Authority: 20 U.S.C. 1094)

[61 FR 60603, Nov. 29, 1996, as amended at 64
FR 59042, Nov. 1, 1999; 67 FR 67073, Nov. 1,
2003]

§668.165 Notices and authorizations.

(a) Notices. (1) Before an institution
disburses title 1V, HEA program funds
for any award year, the institution
must notify a student of the amount of
funds that the student or his or her
parent can expect to receive under each
title 1V, HEA program, and how and
when those funds will be disbursed. If
those funds include Direct Loan or
FFEL Program funds, the notice must
indicate which funds are from sub-
sidized loans and which are from un-
subsidized loans.

(2) If an institution credits a stu-
dent’s account at the institution with
Direct Loan, FFEL, or Federal Perkins
Loan Program funds, the institution
must notify the student, or parent of—

(i) The date and amount of the dis-
bursement;

(ii) The student’s right, or parent’s
right to cancel all or a portion of that
loan or loan disbursement and have the
loan proceeds returned to the holder of
that loan. However, the institution
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does not have to provide this informa-
tion with regard to FFEL Program
funds unless the institution received
the loan funds from a lender through
an EFT payment or master check; and

(iii) The procedures and the time by
which the student or parent must no-
tify the institution that he or she wish-
es to cancel the loan or loan disburse-
ment.

(3) The institution must send the no-
tice described in paragraph (a)(2) of
this section in writing no earlier than
30 days before, and no later than 30
days after, crediting the student’s ac-
count at the institution.

(4)(i) A student or parent must in-
form the institution if he or she wishes
to cancel all or a portion of a loan or
loan disbursement.

(ii) The institution must return the
loan proceeds, cancel the loan, or do
both, in accordance with applicable
program regulations if the institution
receives a loan cancellation request ei-
ther—

(A) Within 14 days after the date the
institution sends the notice described
in paragraph (a)(2) of this section; or

(B) If the institution sends the notice
described in paragraph (a)(2) of this
section more than 14 days prior to the
first day of the payment period, by the
first day of the payment period.

(iii) If a student or parent requests a
loan cancellation after the period set
forth in paragraph (a)(4)(ii) of this sec-
tion, the institution may return the
loan proceeds, cancel the loan, or do
both, in accordance with applicable
program regulations.

(5) An institution must inform a stu-
dent or parent in writing or electroni-
cally regarding the outcome of any
cancellation request.

(b) Student or parent authorizations. (1)
If an institution obtains written au-
thorization from a student or parent,
as applicable, the institution may—

(i) Disburse title 1V, HEA program
funds to a bank account designated by
the student or parent;

(i) Use the student’s or parent’s title
1V, HEA program funds to pay for
charges described in §668.164(d)(2) that
are included in that authorization; and

(iii) Except if prohibited by the Sec-
retary under the reimbursement meth-
od, hold on behalf of the student or
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parent any title IV, HEA program
funds that would otherwise be paid di-
rectly to the student or parent under
§668.164(e).

(2) In obtaining the student’s or par-
ent’s authorization to perform an ac-
tivity described in paragraph (b)(1) of
this section, an institution—

(i) May not require or coerce the stu-
dent or parent to provide that author-
ization;

(ii) Must allow the student or parent
to cancel or modify that authorization
at any time; and

(iii) Must clearly explain how it will
carry out that activity.

(3) A student or parent may authorize
an institution to carry out the activi-
ties described in paragraph (b)(1) of
this section for the period during which
the student is enrolled at the institu-
tion.

(4)(i) If a student or parent modifies
an authorization, the modification
takes effect on the date the institution
receives the modification notice.

(ii) If a student or parent cancels an
authorization to use title 1V, HEA pro-
gram funds to pay for authorized
charges under §668.164(d)(2), the insti-
tution may use title IV, HEA program
funds to pay only those authorized
charges incurred by the student before
the institution received the notice.

(iii) If a student or parent cancels an
authorization to hold title IV, HEA
program  funds under paragraph
(b)(1)(iii) of this section, the institu-
tion must pay those funds directly to
the student or parent as soon as pos-
sible but no later than 14 days after the
institution receives that notice.

(5) If an institution holds excess stu-
dent funds under paragraph (b)(1)(iii) of
this section, the institution must—

(i) Identify the amount of funds the
institution holds for each student or
parent in a subsidiary ledger account
designed for that purpose;

(ii) Maintain, at all times, cash in its
bank account in an amount at least
equal to the amount of funds the insti-
tution holds for the student; and

(iii) Notwithstanding any authoriza-
tion obtained by the institution under
this paragraph, pay any remaining bal-
ance on loan funds by the end of the
loan period and any remaining other
title 1V, HEA program funds by the end
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of the last payment period in the award
year for which they were awarded.

(Approved by the Office of Management and
Budget under control number 1845-0038)

(Authority: 20 U.S.C. 1094)

[61 FR 60603, Nov. 29, 1996, as amended at 62
FR 27128, May 16, 1997; 65 FR 65675, Nov. 1,
2000; 67 FR 67074, Nov. 1, 2003]

§668.166 Excess cash.

(a) General. (1) The Secretary con-
siders excess cash to be any amount of
title IV, HEA program funds, other
than Federal Perkins Loan Program
funds, that an institution does not dis-
burse to students or parents by the end
of the third business day following the
date the institution received those
funds from the Secretary. Except as
provided in paragraph (b) of this sec-
tion, an institution must return
promptly to the Secretary any amount
of excess cash in its account or ac-
counts.

(2) The provisions in this section do
not apply to the title IV, HEA program
funds that an institution receives from
the Secretary under the just-in-time
payment method.

(b) Excess cash tolerances. (1) If an in-
stitution draws down title 1V, HEA
program funds in excess of its imme-
diate cash needs, the institution may
maintain the excess cash balance in
the account the institution established
under §668.164 only if—

(i) In the award year preceding that
drawdown, the amount of that excess
cash balance is less than—

(A) For a period of peak enrollment
at the institution during which that
drawdown occurs, three percent of its
total prior-year drawdowns; or

(B) For any other period, one percent
of its total prior-year drawdowns; and

(if) Within the next seven days, the
institution eliminates its excess cash
balance by disbursing title IV, HEA
program funds to students or parents
for at least the amount of that balance.

(2) For the purposes of this section, a
period of peak enrollment at an insti-
tution occurs when at least 25 percent
of the institution’s students start
classes during a given 30-day period.
For any award year, an institution cal-
culates the percentage of students who
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started classes during a given 30-day
period by—

(i) For the prior award year in which
the 30-day period began, determining
the number of students who started
classes during that period;

(ii) Determining the total number of
students who started classes during the
entire award year used in paragraph
(b)(2)(i) of this section;

(iii) Dividing the number of students
in paragraph (b)(2)(i) of this section by
the number of students in paragraph
(b)(2)(ii) of this section; and

(iv) Multiplying the result obtained
in paragraph (b)(2)(iii) of this section
by 100.

(3) For the purpose of determining
the total amount of title IV, HEA pro-
gram funds under paragraph (b)(1)(i) of
this section, an institution that par-
ticipates in the Direct Loan Program
may include, for the latest year for
which the Secretary has complete data,
the total amount of loans guaranteed
under the FFEL Program for students
attending the institution during that
year.

(c) Consequences for maintaining excess
cash balances. (1) If the Secretary finds
that an institution maintains in its ac-
count excess cash balances greater
than those allowed under paragraph (b)
of this section, the Secretary—

(i) As provided in paragraph (c)(2) of
this section, requires the institution to
reimburse the Secretary for the costs
the Secretary deems to have incurred
in making those excess funds available
to the institution; and

(ii) May initiate a proceeding to fine,
limit, suspend, or terminate the insti-
tution’s participation in one or more
title IV, HEA programs under subpart
G of this part.

(2) For the purposes of this section,
upon a finding that an institution has
maintained excess cash, the Sec-
retary—

(i) Considers the institution to have
issued a check on the date that the
check cleared the institution’s bank
account, unless the institution dem-
onstrates to the satisfaction of the
Secretary that it issued the check
shortly after the institution wrote the
check; and

(i) Calculates, or requires the insti-
tution to calculate, a liability for
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