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(2) Seeks reimbursement for those 
disbursements under the provisions of 
the reimbursement payment method 
described in paragraph (d) of this sec-
tion, except that the Secretary may 
modify the documentation require-
ments and review procedures used to 
approve the reimbursement request. 

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

[61 FR 60603, Nov. 29, 1996, as amended at 62 
FR 62876, Nov. 25, 1997]

§ 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 in-
vestment account that is Federally in-
sured or secured by collateral of value 
reasonably equivalent to the amount of 
those funds. 

(2) For each bank or investment ac-
count that includes title IV, HEA pro-
gram funds, an institution must clear-
ly identify that title IV, HEA program 
funds are maintained in that account 
by— 

(i) Including in the name of each ac-
count the phrase ‘‘Federal Funds’’; or 

(ii)(A) Notifying the bank or invest-
ment 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 
statement disclosing that the account 
contains Federal funds and maintain-
ing a copy of that statement. 

(b) Separate bank account. The Sec-
retary may require an institution to 
maintain title IV, HEA program funds 
in a separate bank or investment ac-
count that contains no other funds if 
the Secretary determines that the in-
stitution 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 ac-

count. (1) An institution must maintain 
the Fund described in § 674.8(a) of the 
Federal Perkins Loan Program regula-
tions in an interest-bearing bank ac-
count or investment account con-
sisting predominately of low-risk, in-

come-producing securities, such as ob-
ligations 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, FSEOG, and FWS program 
funds in an interest-bearing bank ac-
count or an investment account as de-
scribed in paragraph (c)(1) of this sec-
tion. 

(3) An institution does not have to 
maintain Direct Loan, Federal Pell 
Grant, FSEOG, and FWS program 
funds in an interest-bearing bank ac-
count 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, FSEOG, and 
FWS program funds in an interest-
bearing or investment account, the in-
stitution may keep the initial $250 it 
earns on those funds during an award 
year. By June 30 of that award year, 
the institution must remit to the Sec-
retary any earnings over $250. 

(d) Accounting and internal control sys-
tems and financial records. (1) An insti-
tution must maintain accounting and 
internal control systems that— 

(i) Identify the cash balance of the 
funds of each title IV, HEA program 
that are included in the institution’s 
bank or investment account as readily 
as if those program funds were main-
tained in a separate account; and 

(ii) Identify the earnings on title IV, 
HEA program funds maintained in the 
institution’s bank or investment ac-
count. 

(2) An institution must maintain its 
financial records in accordance with 
the provisions under § 668.24. 

(e) Standard of conduct. An institu-
tion must exercise the level of care and 
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diligence required of a fiduciary with 
regard to maintaining and investing 
title IV, HEA program funds. 

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

§ 668.164 Disbursing funds. 
(a) Disbursement. (1) Except as pro-

vided in paragraph (a)(2) of this sec-
tion, an institution makes a disburse-
ment of title IV, HEA program funds 
on the date that the institution credits 
a student’s account at the institution 
or pays a student or parent directly 
with— 

(i) Funds received from the Sec-
retary; 

(ii) Funds received from a lender 
under the FFEL Programs; or 

(iii) Institutional funds used in ad-
vance of receiving title IV, HEA pro-
gram funds. 

(2) If, earlier than 10 days before the 
first day of classes of a payment pe-
riod, or for a student subject to the re-
quirements of § 682.604(c)(5) or 
§ 685.303(b)(4) earlier than 30 days after 
the first day of the payment period, an 
institution credits a student’s institu-
tional account with institutional funds 
in advance of receiving title IV, HEA 
program funds, the Secretary considers 
that the institution makes that dis-
bursement on the 10th day before the 
first day of classes, or the 30th day 
after the beginning of the payment pe-
riod for a student subject to the re-
quirements of § 682.604(c)(5) or 
§ 685.303(b)(4). 

(b) Disbursements by payment period. 
(1) Except as provided in paragraph 
(b)(2) of this section, an institution 
must disburse title IV, HEA program 
funds on a payment period basis. Ex-
cept as provided in paragraph (g) of 
this section, an institution may dis-
burse title IV, HEA program funds to a 
student or parent for a payment period 
only if the student is enrolled for class-
es for that payment period and is eligi-
ble to receive those funds. 

(2) The provisions of paragraph (b)(1) 
of this section do not apply to the dis-
bursement of FWS Program funds. 

(3) For a student enrolled in an eligi-
ble program at an institution that 
measures academic progress in clock 
hours, in determining whether the stu-
dent completes the clock hours in a 
payment period, an institution may in-

clude clock hours for which the student 
has an excused absence if— 

(i) The institution has a written pol-
icy that permits excused absences; and 

(ii) The number of excused absences 
under the written policy for purposes 
of this paragraph does not exceed the 
lesser of— 

(A) The policy on excused absences of 
the institution’s accrediting agency or, 
if the institution has more than one ac-
crediting agency, the agency des-
ignated under 34 CFR part 600.11(b); 

(B) The policy on excused absences of 
any State agency that licenses the in-
stitution or otherwise legally author-
izes the institution to operate in the 
State; or 

(C) Ten percent of the clock hours in 
the payment period. 

(4) For purposes of paragraph (b)(3) of 
this section, an ‘‘excused absence’’ is 
an absence that a student does not 
have to make up. 

(c) Direct payments. An institution 
pays a student or parent directly by— 

(1) Releasing to the student or parent 
a check provided by a lender to the in-
stitution under an FFEL Program; 

(2) Issuing a check or other instru-
ment payable to and requiring the en-
dorsement or certification of the stu-
dent or parent. An institution issues a 
check by— 

(i) Releasing or mailing the check to 
a student or parent; or 

(ii) Notifying the student or parent 
that the check is available for imme-
diate pickup; 

(3) Initiating an electronic funds 
transfer (EFT) to a bank account des-
ignated by the student or parent; or 

(4) Dispensing cash for which an in-
stitution obtains a signed receipt from 
the student or parent. 

(d) Crediting a student’s account at the 
institution. (1) Without obtaining the 
student’s or parent’s authorization 
under § 668.165, an institution may use 
title IV, HEA program funds to credit a 
student’s account at the institution to 
satisfy current charges for— 

(i) Tuition and fees; 
(ii) Board, if the student contracts 

with the institution for board; and 
(iii) Room, if the student contracts 

with the institution for room. 
(2) After obtaining the appropriate 

authorization from a student or parent 
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