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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 IV, 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 

(ii) 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 

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 

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

VerDate Jan<31>2003 11:12 Jul 17, 2003 Jkt 200130 PO 00000 Frm 00530 Fmt 8010 Sfmt 8002 Y:\SGML\200130T.XXX 200130T



531

Off. of Postsecondary Educ., Education § 668.167

maintaining excess cash balances in 
accordance with procedures established 
by the Secretary. Under those proce-
dures, the Secretary assesses a liability 
that is equal to the difference between 
the earnings that the excess cash bal-
ances would have yielded if invested 
under the applicable current value of 
funds rate and the actual interest 
earned on those balances. The current 
value of funds rate is an annual per-
centage rate, published in a Treasury 
Financial Manual (TFM) bulletin, that 
reflects the current value of funds to 
the Department of Treasury based on 
certain investment rates. The current 
value of funds rate is computed each 
year by averaging investment rates for 
the 12-month period ending every Sep-
tember. The TFM bulletin is published 
annually by the Department of Treas-
ury. Each annual bulletin identifies the 
current value of funds rate and the ef-
fective date of that rate. 

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

[61 FR 60603, Nov. 29, 1996, as amended at 63 
FR 40626, July 29, 1998]

§ 668.167 FFEL Program funds. 
(a) Requesting FFEL Program funds. In 

certifying a loan application for a bor-
rower under § 682.603— 

(1) An institution may not request a 
lender to provide it with loan funds by 
EFT or master check earlier than— 

(i) Twenty-seven days after the first 
day of classes of the first payment pe-
riod for a first-year, first-time Federal 
Stafford Loan Program borrower as de-
fined in § 682.604(c)(5); or 

(ii) Thirteen days before the first day 
of classes for any subsequent payment 
period for a first-year, first-time Fed-
eral Stafford Loan Program borrower 
or for any payment period for all other 
Federal Stafford Loan Program bor-
rowers; and 

(2) An institution may not request a 
lender to provide it with loan funds by 
check requiring the endorsement of the 
borrower earlier than— 

(i) The first day of classes of the first 
payment period for a first-year, first-
time Federal Stafford Loan Program 
borrower as defined in § 682.604(c)(5); or 

(ii) Thirty days before the first day of 
classes for any subsequent payment pe-
riod for a first-year, first-time Federal 

Stafford Loan Program borrower or for 
any payment period for all other Fed-
eral Stafford borrowers; and 

(3)(i) An institution may not request 
a lender to provide it with loan funds 
by EFT or master check for any Fed-
eral PLUS Program loan earlier than 
13 days before the first day of classes 
for any payment period. 

(ii) An institution may not request a 
lender to provide with loan funds by 
check requiring the endorsement of the 
borrower for any Federal PLUS Pro-
gram loan earlier than 30 days before 
the first day of classes for any payment 
period. 

(b) Returning funds to a lender. (1) Ex-
cept as provided in paragraph (c) of 
this section, an institution must return 
FFEL Program funds to a lender if the 
institution does not disburse those 
funds to a student or parent for a pay-
ment period within— 

(i) Ten business days following the 
date the institution receives the funds 
if the lender provides those funds to 
the institution by EFT or master 
check on or after July 1, 1997 but before 
July 1, 1999; 

(ii) Three business days following the 
date the institution receives the funds 
if the lender provides those funds to 
the institution by EFT and master 
check on or after July 1, 1999; or 

(iii) Thirty days after the institution 
receives the funds if a lender provides 
those funds by a check payable to the 
borrower or copayable to the borrower 
and the institution. 

(2) If the institution does not dis-
burse the loan funds as specified in 
paragraph (b)(1) or (c) of this section, 
the institution must return those funds 
to the lender promptly but no later 
than 10 business days after the date the 
institution is required to disburse the 
funds. 

(3) If an institution must return loan 
funds to the lender under paragraph 
(b)(2) of this section and the institution 
determines that the student is eligible 
to receive the loan funds, the school 
may disburse the funds to the student 
or parent rather than return them to 
the lender provided the funds are dis-
bursed prior to the end of the applica-
ble timeframe under paragraph (b)(2) of 
this section. 
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