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(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 Federal Perkins 
Loan, FSEOG, and Federal Pell 
Grant program funds if the recipi-
ent withdraws, drops out, or is ex-
pelled before his or her first day of 
class. 

(a)(1) If a student officially with-
draws, drops out, or is expelled before 
his or her first day of class of a pay-
ment period, all funds paid to the stu-
dent for that payment period for insti-
tutional or noninstitutional costs 
under the Federal Pell Grant, FSEOG, 
and Federal Perkins Loan programs 
are an overpayment. 

(2) The institution shall return that 
overpayment to the respective title IV, 
HEA programs in the amount that the 
student received from each program. 

(b) For purposes of this section, the 
Secretary considers that a student 
drops out before his or her first day of 
class of a payment period if the institu-
tion is unable to document the stu-
dent’s attendance at any class during 
the payment period. 

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

[52 FR 45727, Dec. 1, 1987, as amended at 63 
FR 40624, July 29, 1998]

§ 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 (not including Federal Work-
Study or 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) that the student earned 
as of the student’s withdrawal date in 
accordance with paragraph (e) of this 
section. 

(2) 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. 

(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 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)(4) of this 
section and § 668.164(g)(2). 

(4)(i)(A) If outstanding charges exist 
on the student’s account, the institu-
tion may credit the student’s account 
in accordance with § 668.164(d)(1), (d)(2), 
and (d)(3) with all or a portion of the 
post-withdrawal disbursement de-
scribed in paragraph (a)(3) of this sec-
tion, up to the amount of the out-
standing charges. 

(B) If Direct Loan, FFEL, or Federal 
Perkins Loan Program funds are used 
to credit the student’s account, the in-
stitution must notify the student, or 
parent in the case of a PLUS loan, and 
provide an opportunity for the bor-
rower to cancel all or a portion of the 
loan, in accordance with § 668.165(a)(2), 
(a)(3), (a)(4), and (a)(5). 

(ii)(A) The institution must offer any 
amount of a post-withdrawal disburse-
ment that is not credited to the stu-
dent’s account in accordance with 
paragraph (a)(4)(i) of this section to the 
student, or the parent in the case of a 
PLUS loan, within 30 days of the date 
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of the institution’s determination that 
the student withdrew, as defined in 
paragraph (l)(3) of this section, by pro-
viding a written notification to the 
student, or parent in the case of PLUS 
loan funds. The written notification 
must— 

(1) Identify the type and amount of 
the title IV funds that make up the 
post-withdrawal disbursement that is 
not credited to the student’s account 
in accordance with paragraph (a)(4)(i) 
of this section; 

(2) Explain that the student or parent 
may accept or decline some or all of 
the post-withdrawal disbursement that 
is not credited to the student’s account 
in accordance with paragraph (a)(4)(i) 
of this section; and 

(3) Advise the student or parent that 
no post-withdrawal disbursement will 
be made to the student or parent if the 
student or parent does not respond 
within 14 days of the date that the in-
stitution sent the notification, unless 
the institution chooses to make a post-
withdrawal disbursement in accordance 
with paragraph (a)(4)(ii)(D) of this sec-
tion. 

(B) If the student or parent submits a 
timely response that instructs the in-
stitution to make all or a portion of 
the post-withdrawal disbursement, the 
institution must disburse the funds in 
the manner specified by the student or 
parent within 90 days of the date of the 
institution’s determination that the 
student withdrew, as defined in para-
graph (l)(3) of this section. 

(C) If the student or parent does not 
respond to the institution’s notice, no 
portion of the post-withdrawal dis-
bursement that is not credited to the 
student’s account in accordance with 
paragraph (a)(4)(i) of this section may 
be disbursed. 

(D) If a student or parent submits a 
late response to the institution’s no-
tice, the institution may make the 
post-withdrawal disbursement as in-
structed by the student or parent or de-
cline to do so. 

(E) If a student or parent submits a 
late response to the institution and the 
institution does not choose to make 
the post-withdrawal disbursement in 
accordance with paragraph (a)(4)(ii)(D) 
of this section, the institution must in-
form the student or parent electroni-

cally or in writing concerning the out-
come of the post-withdrawal disburse-
ment request. 

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

(b) Withdrawal date for a student who 
withdraws from an institution that is re-
quired to take attendance. (1) For pur-
poses of this section, for a student who 
ceases attendance at an institution 
that is required to take attendance, in-
cluding a student who does not return 
from an approved leave of absence, as 
defined in paragraph (d) of this section, 
or a student who takes a leave of ab-
sence that does not meet the require-
ments of paragraph (d) of this section, 
the student’s withdrawal date is the 
last date of academic attendance as de-
termined by the institution from its 
attendance records. 

(2) An institution must document a 
student’s withdrawal date determined 
in accordance with paragraph (b)(1) of 
this section and maintain the docu-
mentation as of the date of the institu-
tion’s determination that the student 
withdrew, as defined in paragraph (l)(3) 
of this section. 

(3)(i) An institution is ‘‘required to 
take attendance’’ if the institution is 
required to take attendance for some 
or all of its students by an entity out-
side of the institution (such as the in-
stitution’s accrediting agency or state 
agency). 

(ii) If an outside entity requires an 
institution to take attendance for only 
some students, the institution must 
use its attendance records to determine 
a withdrawal date in accordance with 
paragraph (b)(1) of this section for 
those students. 

(c) Withdrawal date for a student who 
withdraws from an institution that is not 
required to take attendance. (1) For pur-
poses of this section, for a student who 
ceases attendance at an institution 
that is not required to take attend-
ance, the student’s withdrawal date 
is— 

(i) The date, as determined by the in-
stitution, that the student began the 
withdrawal process prescribed by the 
institution; 

(ii) The date, as determined by the 
institution, that the student otherwise 
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provided official notification to the in-
stitution, in writing or orally, of his or 
her intent to withdraw; 

(iii) If the student ceases attendance 
without providing official notification 
to the institution of his or her with-
drawal in accordance with paragraph 
(c)(1)(i) or (c)(1)(ii) of this section, the 
mid-point of the payment period (or pe-
riod of enrollment, if applicable); 

(iv) If the institution determines that 
a student did not begin the institu-
tion’s withdrawal process or otherwise 
provide official notification (including 
notice from an individual acting on the 
student’s behalf) to the institution of 
his or her intent to withdraw because 
of illness, accident, grievous personal 
loss, or other such circumstances be-
yond the student’s control, the date 
that the institution determines is re-
lated to that circumstance; 

(v) If a student does not return from 
an approved leave of absence as defined 
in paragraph (d) of this section, the 
date that the institution determines 
the student began the leave of absence; 
or 

(vi) If a student takes a leave of ab-
sence that does not meet the require-
ments of paragraph (d) of this section, 
the date that the student began the 
leave of absence. 

(2)(i)(A) An institution may allow a 
student to rescind his or her official 
notification to withdraw under para-
graph (c)(1)(i) or (ii) of this section by 
filing a written statement that he or 
she is continuing to participate in aca-
demically-related activities and in-
tends to complete the payment period 
or period of enrollment. 

(B) If the student subsequently 
ceases to attend the institution prior 
to the end of the payment period or pe-
riod of enrollment, the student’s rescis-
sion is negated and the withdrawal 
date is the student’s original date 
under paragraph (c)(1)(i) or (ii) of this 
section, unless a later date is deter-
mined under paragraph (c)(3) of this 
section. 

(ii) If a student both begins the with-
drawal process prescribed by the insti-
tution and otherwise provides official 
notification of his or her intent to 
withdraw in accordance with para-
graphs (c)(1)(i) and (c)(1)(ii) of this sec-
tion respectively, the student’s with-

drawal date is the earlier date unless a 
later date is determined under para-
graph (c)(3) of this section. 

(3)(i) Notwithstanding paragraphs 
(c)(1) and (2) of this section, an institu-
tion that is not required to take at-
tendance may use as the student’s 
withdrawal date a student’s last date 
of attendance at an academically-re-
lated activity provided that the insti-
tution documents that the activity is 
academically related and documents 
the student’s attendance at the activ-
ity. 

(ii) An ‘‘academically-related activ-
ity’’ includes, but is not limited to, an 
exam, a tutorial, computer-assisted in-
struction, academic counseling, aca-
demic advisement, turning in a class 
assignment or attending a study group 
that is assigned by the institution. 

(4) An institution must document a 
student’s withdrawal date determined 
in accordance with paragraphs (c)(1), 
(2), and (3) of this section and maintain 
the documentation as of the date of the 
institution’s determination that the 
student withdrew, as defined in para-
graph (l)(3) of this section. 

(5)(i) ‘‘Official notification to the in-
stitution’’ is a notice of intent to with-
draw that a student provides to an of-
fice designated by the institution. 

(ii) An institution must designate 
one or more offices at the institution 
that a student may readily contact to 
provide official notification of with-
drawal. 

(d) Approved leave of absence. (1) For 
purposes of this section (and, for a title 
IV, HEA program loan borrower, for 
purposes of terminating the student’s 
in-school status), an institution does 
not have to treat a leave of absence as 
a withdrawal if it is an approved leave 
of absence. A leave of absence is an ap-
proved leave of absence if— 

(i) The institution has a formal pol-
icy regarding leaves of absence; 

(ii) The student followed the institu-
tion’s policy in requesting the leave of 
absence; 

(iii) The institution determines that 
there is a reasonable expectation that 
the student will return to the school; 

(iv) The institution approved the stu-
dent’s request in accordance with the 
institution’s policy; 
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(v) The leave of absence does not in-
volve additional charges by the institu-
tion; 

(vi) It is the only leave of absence 
granted to the student in a 12-month 
period, except as provided for in para-
graph (d)(2) of this section; 

(vii) The leave of absence does not 
exceed 180 days in any 12-month period; 

(viii) Upon the student’s return from 
the leave of absence, the student is per-
mitted to complete the coursework he 
or she began prior to the leave of ab-
sence; and 

(ix) If the student is a title IV, HEA 
program loan recipient, the institution 
explains to the student, prior to grant-
ing the leave of absence, the effects 
that the student’s failure to return 
from a leave of absence may have on 
the student’s loan repayment terms, 
including the exhaustion of some or all 
of the student’s grace period. 

(2) Notwithstanding paragraph 
(d)(1)(vi) of this section, provided that 
the total number of days of all leaves 
of absence does not exceed 180 days in 
any 12-month period, an institution 
may treat— 

(i) One leave of absence subsequent to 
a leave of absence that is granted in ac-
cordance with (d)(1)(vi) of this section 
as an approved leave of absence if the 
subsequent leave of absence does not 
exceed 30 days and the institution de-
termines that the subsequent leave of 
absence is necessary due to unforeseen 
circumstances; and 

(ii) Subsequent leaves of absence as 
approved leaves of absence if the insti-
tution documents that the leaves of ab-
sence are granted for jury duty, mili-
tary reasons, or circumstances covered 
under the Family and Medical Leave 
Act of 1993. 

(3) If a student does not resume at-
tendance at the institution on or be-
fore the end of a leave of absence that 
meets the requirements of this section, 
the institution must treat the student 
as a withdrawal in accordance with the 
requirements of this section. 

(4) For purposes of this paragraph— 
(i) The number of days in a leave of 

absence are counted beginning with the 
first day of the student’s initial leave 
of absence in a 12-month period. 

(ii) A ‘‘12-month period’’ begins on 
the first day of the student’s initial 
leave of absence. 

(iii) An institution’s leave of absence 
policy is a ‘‘formal policy’’ if the pol-
icy— 

(A) Is in writing and publicized to 
students; and 

(B) Requires students to provide a 
written, signed, and dated request for a 
leave of absence prior to the leave of 
absence. However, if unforeseen cir-
cumstances prevent a student from 
providing a prior written request, the 
institution may grant the student’s re-
quest for a leave of absence, if the in-
stitution documents its decision and 
collects the written request at a later 
date. 

(e) Calculation of the amount of title IV 
assistance earned by the student. (1) Gen-
eral. The amount of title IV grant or 
loan assistance that is earned by the 
student is calculated by— 

(i) Determining the percentage of 
title IV grant or loan assistance that 
has been earned by the student, as de-
scribed in paragraph (e)(2) of this sec-
tion; and 

(ii) Applying this percentage to the 
total amount of title IV grant or loan 
assistance that was disbursed (and that 
could have been disbursed, as defined in 
paragraph (l)(1) of this section) to the 
student, or on the student’s behalf, for 
the payment period or period of enroll-
ment as of the student’s withdrawal 
date. 

(2) Percentage earned. The percentage 
of title IV grant or loan assistance that 
has been earned by the student is— 

(i) Equal to the percentage of the 
payment period or period of enrollment 
that the student completed (as deter-
mined in accordance with paragraph (f) 
of this section) as of the student’s 
withdrawal date, if this date occurs on 
or before completion of 60 percent of 
the— 

(A) Payment period or period of en-
rollment for a program that is meas-
ured in credit hours; or 

(B) Clock hours scheduled to be com-
pleted for the payment period or period 
of enrollment for a program that is 
measured in clock hours; or 

(ii) 100 percent, if the student’s with-
drawal date occurs after completion of 
60 percent of the— 
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(A) Payment period or period of en-
rollment for a program that is meas-
ured in credit hours; or 

(B) Clock hours scheduled to be com-
pleted for the payment period or period 
of enrollment for a program measured 
in clock hours. 

(3) Percentage unearned. The percent-
age of title IV grant or loan assistance 
that has not been earned by the stu-
dent is calculated by determining the 
complement of the percentage of title 
IV grant or loan assistance earned by 
the student as described in paragraph 
(e)(2) of this section. 

(4) Total amount of unearned title IV 
assistance to be returned. The unearned 
amount of title IV assistance to be re-
turned is calculated by subtracting the 
amount of title IV assistance earned by 
the student as calculated under para-
graph (e)(1) of this section from the 
amount of title IV aid that was dis-
bursed to the student as of the date of 
the institution’s determination that 
the student withdrew. 

(5) Use of payment period or period of 
enrollment. (i) The treatment of title IV 
grant or loan funds if a student with-
draws must be determined on a pay-
ment period basis for a student who at-
tended a standard term-based (semes-
ter, trimester, or quarter) educational 
program. 

(ii)(A) The treatment of title IV 
grant or loan funds if a student with-
draws may be determined on either a 
payment period basis or a period of en-
rollment basis for a student who at-
tended a non-term based educational 
program or a nonstandard term-based 
educational program. 

(B) An institution must consistently 
use either a payment period or period 
of enrollment for all purposes of this 
section for each of the following cat-
egories of students who withdraw from 
the same non-term based or non-
standard term-based educational pro-
gram: 

(1) Students who have attended an 
educational program at the institution 
from the beginning of the payment pe-
riod or period of enrollment. 

(2) Students who re-enter the institu-
tion during a payment period or period 
of enrollment. 

(3) Students who transfer into the in-
stitution during a payment period or 
period of enrollment. 

(f) Percentage of payment period or pe-
riod of enrollment completed. (1) For pur-
poses of paragraph (e)(2)(i) of this sec-
tion, the percentage of the payment pe-
riod or period of enrollment completed 
is determined— 

(i) In the case of a program that is 
measured in credit hours, by dividing 
the total number of calendar days in 
the payment period or period of enroll-
ment into the number of calendar days 
completed in that period as of the stu-
dent’s withdrawal date; and 

(ii) In the case of a program that is 
measured in clock hours, by dividing 
the total number of clock hours in the 
payment period or period of enrollment 
into the number of clock hours— 

(A) Completed by the student in that 
period as of the student’s withdrawal 
date; or 

(B) Scheduled to be completed as of 
the student’s withdrawal date, if the 
clock hours completed in the period 
are not less than 70 percent of the 
hours that were scheduled to be com-
pleted by the student as of the stu-
dent’s withdrawal date. 

(2)(i) The total number of calendar 
days in a payment period or period of 
enrollment includes all days within the 
period, except that scheduled breaks of 
at least five consecutive days are ex-
cluded from the total number of cal-
endar days in a payment period or pe-
riod of enrollment and the number of 
calendar days completed in that period. 

(ii) The total number of calendar 
days in a payment period or period of 
enrollment does not include days in 
which the student was on an approved 
leave of absence. 

(g) Return of unearned aid, responsi-
bility of the institution. (1) The institu-
tion must return, in the order specified 
in paragraph (i) of this section, the 
lesser of— 

(i) The total amount of unearned 
title IV assistance to be returned as 
calculated under paragraph (e)(4) of 
this section; or 

(ii) An amount equal to the total in-
stitutional charges incurred by the stu-
dent for the payment period or period 

VerDate jun<06>2002 12:30 Jul 19, 2002 Jkt 197128 PO 00000 Frm 00440 Fmt 8010 Sfmt 8010 Y:\SGML\197128T.XXX pfrm15 PsN: 197128T



441

Off. of Postsecondary Educ., Education § 668.22

of enrollment multiplied by the per-
centage of title IV grant or loan assist-
ance that has not been earned by the 
student, as described in paragraph 
(e)(3) of this section. 

(2) For purposes of this section, ‘‘in-
stitutional charges’’ are tuition, fees, 
room and board (if the student con-
tracts with the institution for the 
room and board) and other education-
ally-related expenses assessed by the 
institution. 

(3) If, for a non-term program an in-
stitution chooses to calculate the 
treatment of title IV assistance on a 
payment period basis, but the institu-
tion charges for a period that is longer 
than the payment period, ‘‘total insti-
tutional charges incurred by the stu-
dent for the payment period’’ is the 
greater of— 

(i) The prorated amount of institu-
tional charges for the longer period; or 

(ii) The amount of title IV assistance 
retained for institutional charges as of 
the student’s withdrawal date. 

(h) Return of unearned aid, responsi-
bility of the student. (1) After the insti-
tution has allocated the unearned 
funds for which it is responsible in ac-
cordance with paragraph (g) of this sec-
tion, the student must return assist-
ance for which the student is respon-
sible in the order specified in para-
graph (i) of this section. 

(2) The amount of assistance that the 
student is responsible for returning is 
calculated by subtracting the amount 
of unearned aid that the institution is 
required to return under paragraph (g) 
of this section from the total amount 
of unearned title IV assistance to be re-
turned under paragraph (e)(4) of this 
section. 

(3) The student (or parent in the case 
of funds due to a PLUS Loan) must re-
turn or repay, as appropriate, the 
amount determined under paragraph 
(h)(1) of this section to— 

(i) Any title IV loan program in ac-
cordance with the terms of the loan; 
and 

(ii) Any title IV grant program as an 
overpayment of the grant; however, a 
student is not required to return 50 per-
cent of the grant assistance that is the 
responsibility of the student to repay 
under this section. 

(4)(i) A student who owes an overpay-
ment under this section remains eligi-
ble for title IV, HEA program funds 
through and beyond the earlier of 45 
days from the date the institution 
sends a notification to the student of 
the overpayment, or 45 days from the 
date the institution was required to no-
tify the student of the overpayment if, 
during those 45 days the student— 

(A) Repays the overpayment in full 
to the institution; 

(B) Enters into a repayment agree-
ment with the institution in accord-
ance with repayment arrangements 
satisfactory to the institution; or 

(C) Signs a repayment agreement 
with the Secretary, which will include 
terms that permit a student to repay 
the overpayment while maintaining his 
or her eligibility for title IV, HEA pro-
gram funds. 

(ii) Within 30 days of the date of the 
institution’s determination that the 
student withdrew, an institution must 
send a notice to any student who owes 
a title IV, HEA grant overpayment as a 
result of the student’s withdrawal from 
the institution in order to recover the 
overpayment in accordance with para-
graph (h)(4)(i) of this section. 

(iii) If an institution chooses to enter 
into a repayment agreement in accord-
ance with paragraph (h)(4)(i)(B) of this 
section with a student who owes an 
overpayment of title IV, HEA grant 
funds, it must— 

(A) Provide the student with terms 
that permit the student to repay the 
overpayment while maintaining his or 
her eligibility for title IV, HEA pro-
gram funds; and 

(B) Require repayment of the full 
amount of the overpayment within two 
years of the date of the institution’s 
determination that the student with-
drew. 

(iv) An institution must refer to the 
Secretary, in accordance with proce-
dures required by the Secretary, an 
overpayment of title IV, HEA grant 
funds owed by a student as a result of 
the student’s withdrawal from the in-
stitution if— 

(A) The student does not repay the 
overpayment in full to the institution, 
or enter a repayment agreement with 
the institution or the Secretary in ac-
cordance with paragraph (h)(4)(i) of 
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this section within the earlier of 45 
days from the date the institution 
sends a notification to the student of 
the overpayment, or 45 days from the 
date the institution was required to no-
tify the student of the overpayment; 

(B) At any time the student fails to 
meet the terms of the repayment 
agreement with the institution entered 
into in accordance with paragraph 
(h)(4)(i)(B) of this section; or 

(C) The student chooses to enter into 
a repayment agreement with the Sec-
retary. 

(v) A student who owes an overpay-
ment is ineligible for title IV, HEA pro-
gram funds— 

(A) If the student does not meet the 
requirements in paragraph (h)(4)(i) of 
this section, on the day following the 
45-day period in that paragraph; or 

(B) As of the date the student fails to 
meet the terms of the repayment 
agreement with the institution or the 
Secretary entered into in accordance 
with paragraph (h)(4)(i) of this section. 

(vi) A student who is ineligible under 
paragaraph (h)(4)(v) of this section re-
gains eligibility if the student and the 
Secretary enter into a repayment 
agreement. 

(i) Order of return of title IV funds. (1) 
Loans. Unearned funds returned by the 
institution or the student, as appro-
priate, in accordance with paragraph 
(g) or (h) of this section respectively, 
must be credited to outstanding bal-
ances on title IV loans made to the stu-
dent or on behalf of the student for the 
payment period or period of enrollment 
for which a return of funds is required. 
Those funds must be credited to out-
standing balances for the payment pe-
riod or period of enrollment for which 
a return of funds is required in the fol-
lowing order: 

(i) Unsubsidized Federal Stafford 
loans. 

(ii) Subsidized Federal Stafford 
loans. 

(iii) Unsubsidized Federal Direct 
Stafford loans. 

(iv) Subsidized Federal Direct Staf-
ford loans. 

(v) Federal Perkins loans. 
(vi) Federal PLUS loans received on 

behalf of the student. 
(vii) Federal Direct PLUS received 

on behalf of the student. 

(2) Remaining funds. If unearned funds 
remain to be returned after repayment 
of all outstanding loan amounts, the 
remaining excess must be credited to 
any amount awarded for the payment 
period or period of enrollment for 
which a return of funds is required in 
the following order: 

(i) Federal Pell Grants. 
(ii) Federal SEOG Program aid. 
(iii) Other grant or loan assistance 

authorized by title IV of the HEA. 
(j) Timeframe for the return of title IV 

funds. (1) An institution must return 
the amount of title IV funds for which 
it is responsible under paragraph (g) of 
this section as soon as possible but no 
later than 30 days after the date of the 
institution’s determination that the 
student withdrew as defined in para-
graph (l)(3) of this section. 

(2) An institution must determine 
the withdrawal date for a student who 
withdraws without providing notifica-
tion to the institution no later than 30 
days after the end of the earlier of 
the— 

(i) Payment period or period of en-
rollment, as appropriate, in accordance 
with paragraph (e)(5) of this section; 

(ii) Academic year in which the stu-
dent withdrew; or 

(iii) Educational program from which 
the student withdrew. 

(k) Consumer information. An institu-
tion must provide students with infor-
mation about the requirements of this 
section in accordance with § 668.43. 

(l) Definitions. For purposes of this 
section— 

(1) Title IV grant or loan funds that 
‘‘could have been disbursed’’ are deter-
mined in accordance with the late dis-
bursement provisions in § 668.164(g). 

(2) A ‘‘period of enrollment’’ is the 
academic period established by the in-
stitution for which institutional 
charges are generally assessed (i.e. 
length of the student’s program or aca-
demic year). 

(3) The ‘‘date of the institution’s de-
termination that the student with-
drew’’ is— 

(i) For a student who provides notifi-
cation to the institution of his or her 
withdrawal, the student’s withdrawal 
date as determined under paragraph (c) 
of this section or the date of notifica-
tion of withdrawal, whichever is later; 

VerDate jun<06>2002 12:30 Jul 19, 2002 Jkt 197128 PO 00000 Frm 00442 Fmt 8010 Sfmt 8010 Y:\SGML\197128T.XXX pfrm15 PsN: 197128T



443

Off. of Postsecondary Educ., Education § 668.23

(ii) For a student who did not provide 
notification of his of her withdrawal to 
the institution, the date that the insti-
tution becomes aware that the student 
ceased attendance; 

(iii) For a student who does not re-
turn from an approved leave of ab-
sence, the earlier of the date of the end 
of the leave of absence or the date the 
student notifies the institution that he 
or she will not be returning to the in-
stitution; or 

(iv) For a student whose rescission is 
negated under paragraph (c)(2)(i)(B) of 
this section, the date the institution 
becomes aware that the student did 
not, or will not, complete the payment 
period or period of enrollment. 

(v) For a student who takes a leave of 
absence that is not approved in accord-
ance with paragraph (d) of this section, 
the date that the student begins the 
leave of absence. 

(4) A ‘‘recipient of title IV grant or 
loan assistance’’ is a student for whom 
the requirements of § 668.164(g)(2) have 
been met. 

(Approved by the Office of Management and 
Budget under control number 1845–0022) 

(Authority: 20 U.S.C. 1091b) 

[64 FR 59038, Nov. 1, 1999]

§ 668.23 Compliance audits and au-
dited financial statements. 

(a) General. (1) Independent auditor. 
For purposes of this section, the term 
‘‘independent auditor’’ refers to an 
independent certified public account-
ant or a government auditor. To con-
duct an audit under this section, a gov-
ernment auditor must meet the Gov-
ernment Auditing Standards qualifica-
tion and independence standards, in-
cluding standards related to organiza-
tional independence. 

(2) Institutions. An institution that 
participates in any title IV, HEA pro-
gram must at least annually have an 
independent auditor conduct a compli-
ance audit of its administration of that 
program and an audit of the institu-
tion’s general purpose financial state-
ments. 

(3) Third-party servicers. Except as 
provided under this part or 34 CFR part 
682, with regard to complying with the 
provisions under this section a third-
party servicer must follow the proce-

dures contained in the audit guides de-
veloped by and available from the De-
partment of Education’s Office of In-
spector General. A third-party servicer 
is defined under § 668.2 and 34 CFR 
682.200. 

(4) Submission deadline. Except as pro-
vided by the Single Audit Act, Chapter 
75 of title 31, United States Code, an in-
stitution must submit annually to the 
Secretary its compliance audit and its 
audited financial statements no later 
than six months after the last day of 
the institution’s fiscal year. 

(5) Audit submission requirements. In 
general, the Secretary considers the 
compliance audit and audited financial 
statement submission requirements of 
this section to be satisfied by an audit 
conducted in accordance with the Of-
fice of Management and Budget Cir-
cular A–133, ‘‘Audits of Institutions of 
Higher Education and Other Nonprofit 
Organizations’’; Office of Management 
and Budget Circular A–128, ‘‘Audits of 
State and Local Governments’’, or the 
audit guides developed by and available 
from the Department of Education’s 
Inspector General, whichever is appli-
cable to the entity, and provided that 
the Federal student aid functions per-
formed by that entity are covered in 
the submission. (Both OMB circulars 
are available by calling OMB’s Publica-
tion Office at (202) 395–7332, or they can 
be obtained in electronic form on the 
OMB Home Page (http://
www.whitehouse.gov). 

(b) Compliance audits for institutions. 
(1) An institution’s compliance audit 
must cover, on a fiscal year basis, all 
title IV, HEA program transactions, 
and must cover all of those trans-
actions that have occurred since the 
period covered by the institution’s last 
compliance audit. 

(2) The compliance audit required 
under this section must be conducted 
in accordance with— 

(i) The general standards and the 
standards for compliance audits con-
tained in the U.S. General Accounting 
Office’s (GAO’s) Government Auditing 
Standards. (This publication is avail-
able from the Superintendent of Docu-
ments, U.S. Government Printing Of-
fice, Washington, DC 20402); and 
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