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the secondary level if any of the fol-
lowing entities determine that course 
to be below the secondary level: 

(i) The State agency that legally au-
thorized the institution to provide 
postsecondary education. 

(ii) In the case of an accredited or 
preaccredited institution, the nation-
ally recognized accrediting agency or 
association that accredits or 
preaccredits the institution. 

(iii) In the case of a public postsec-
ondary vocational institution that is 
approved by a State agency recognized 
for the approval of public postsec-
ondary vocational education, the State 
agency recognized for the approval of 
public postsecondary vocational edu-
cation that approves the institution. 

(iv) The institution. 
(d) Except as set forth in paragraph 

(f) of this section, an institution may 
not take into account more than one 
academic year’s worth of noncredit or 
reduced credit remedial coursework in 
determining— 

(1) A student’s enrollment status 
under the title IV, HEA programs; and 

(2) A student’s cost of attendance 
under the campus-based, FFEL, and Di-
rect Loan programs. 

(e) One academic year’s worth of non-
credit or reduced credit remedial 
coursework is equivalent to— 

(1) Thirty semester or 45 quarter 
hours; or 

(2) Nine hundred clock hours. 
(f) Courses in English as a second lan-

guage do not count against the one- 
year academic limitation contained in 
paragraph (d) of this section. 

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

[52 FR 45724, Dec. 1, 1987, as amended at 56 
FR 36698, July 31, 1991; 58 FR 32202–32203, 
June 8, 1993; 63 FR 40624, July 29, 1998] 

§ 668.21 Treatment of title IV grant 
and loan funds if the recipient does 
not begin attendance at the institu-
tion. 

(a) If a student does not begin attend-
ance in a payment period or period of 
enrollment— 

(1) The institution must return all 
title IV, HEA program funds that were 
credited to the student’s account at 
the institution or disbursed directly to 
the student for that payment period or 
period of enrollment, for Federal Per-

kins Loan, FSEOG TEACH Grant, Fed-
eral Pell Grant, ACG, and National 
SMART Grant program funds; and 

(2) For FFEL and Direct Loan 
funds— 

(i)(A) The institution must return all 
FFEL and Direct Loan funds that were 
credited to the student’s account at 
the institution for that payment period 
or period of enrollment; and 

(B) The institution must return the 
amount of payments made directly by 
or on behalf of the student to the insti-
tution for that payment period or pe-
riod of enrollment, up to the total 
amount of the loan funds disbursed; 

(ii) For remaining amounts of FFEL 
or Direct Loan funds disbursed directly 
to the student for that payment period 
or period of enrollment, including 
funds that are disbursed directly to the 
student by the lender for a study- 
abroad program in accordance with 
§ 682.207(b)(1)(v)(C)(1) or for a student 
enrolled in a foreign school in accord-
ance with § 682.207(b)(1)(v)(D), the insti-
tution is not responsible for returning 
the funds, but must immediately notify 
the lender or the Secretary, as appro-
priate, when it becomes aware that the 
student will not or has not begun at-
tendance so that the lender or Sec-
retary will issue a final demand letter 
to the borrower in accordance with 34 
CFR 682.412 or 34 CFR 685.211, as appro-
priate; and 

(iii) Notwithstanding paragraph 
(a)(2)(ii) of this section, if an institu-
tion knew that a student would not 
begin attendance prior to disbursing 
FFEL or Direct Loan funds directly to 
the student for that payment period or 
period of enrollment (e.g., the student 
notified the institution that he or she 
would not attend, or the institution ex-
pelled the student), the institution 
must return those funds. 

(b) The institution must return those 
funds for which it is responsible under 
paragraph (a) of this section to the re-
spective title IV, HEA program as soon 
as possible, but no later than 30 days 
after the date that the institution be-
comes aware that the student will not 
or has not begun attendance. 

(c) For purposes of this section, the 
Secretary considers that a student has 
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not begun attendance in a payment pe-
riod or period of enrollment if the in-
stitution is unable to document the 
student’s attendance at any class dur-
ing the payment period or period of en-
rollment. 

(d) In accordance with procedures es-
tablished by the Secretary or FFEL 
Program lender, an institution returns 
title IV, HEA funds timely if— 

(1) The institution deposits or trans-
fers the funds into the bank account it 
maintains under § 668.163 as soon as 
possible, but no later than 30 days after 
the date that the institution becomes 
aware that the student will not or has 
not begun attendance; 

(2) The institution initiates an elec-
tronic funds transfer (EFT) as soon as 
possible, but no later than 30 days after 
the date that the institution becomes 
aware that the student will not or has 
not begun attendance; 

(3) The institution initiates an elec-
tronic transaction, as soon as possible, 
but no later than 30 days after the date 
that the institution becomes aware 
that the student will not or has not 
begun attendance, that informs an 
FFEL lender to adjust the borrower’s 
loan account for the amount returned; 
or 

(4) The institution issues a check as 
soon as possible, but no later than 30 
days after the date that the institution 
becomes aware that the student will 
not or has not begun attendance. An 
institution does not satisfy this re-
quirement if— 

(i) The institution’s records show 
that the check was issued more than 30 
days after the date that the institution 
becomes aware that the student will 
not or has not begun attendance; or 

(ii) The date on the cancelled check 
shows that the bank used by the Sec-
retary or FFEL Program lender en-
dorsed that check more than 45 days 
after the date that the institution be-
comes aware that the student will not 
or has not begun attendance. 

(Authority: 20 U.S.C. 1070g, 1094) 

[72 FR 62027, Nov. 1, 2007, as amended at 73 
FR 35493, June 23, 2008] 

§ 668.22 Treatment of title IV funds 
when a student withdraws. 

(a) General. (1) When a recipient of 
title IV grant or loan assistance with-

draws from an institution during a 
payment period or period of enrollment 
in which the recipient began attend-
ance, the institution must determine 
the amount of title IV grant or loan as-
sistance that the student earned as of 
the student’s withdrawal date in ac-
cordance with paragraph (e) of this sec-
tion. 

(2) For purposes of this section, ‘‘title 
IV grant or loan assistance’’ includes 
only assistance from the Federal Per-
kins Loan, Direct Loan, FFEL, Federal 
Pell Grant, Academic Competitiveness 
Grant, National SMART Grant, TEACH 
Grant, and FSEOG programs, not in-
cluding the non-Federal share of 
FSEOG awards if an institution meets 
its FSEOG matching share by the indi-
vidual recipient method or the aggre-
gate method. 

(3) If the total amount of title IV 
grant or loan assistance, or both, that 
the student earned as calculated under 
paragraph (e)(1) of this section is less 
than the amount of title IV grant or 
loan assistance that was disbursed to 
the student or on behalf of the student 
in the case of a PLUS loan, as of the 
date of the institution’s determination 
that the student withdrew— 

(i) The difference between these 
amounts must be returned to the title 
IV programs in accordance with para-
graphs (g) and (h) of this section in the 
order specified in paragraph (i) of this 
section; and 

(ii) No additional disbursements may 
be made to the student for the pay-
ment period or period of enrollment. 

(4) If the total amount of title IV 
grant or loan assistance, or both, that 
the student earned as calculated under 
paragraph (e)(1) of this section is great-
er than the total amount of title IV 
grant or loan assistance, or both, that 
was disbursed to the student or on be-
half of the student in the case of a 
PLUS loan, as of the date of the insti-
tution’s determination that the stu-
dent withdrew, the difference between 
these amounts must be treated as a 
post-withdrawal disbursement in ac-
cordance with paragraph (a)(5) of this 
section and § 668.164(g). 

(5)(i) A post-withdrawal disbursement 
must be made from available grant 
funds before available loan funds. 
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