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for the ‘‘Grant Overpayments’’ portion
of § 668.22(h).

Changes: None.

Grant Overpayments
Comments: Several commenters

believed that Title IV, HEA grant
overpayment amounts should be
minimized as much as possible. To this
end, many of these commenters
supported the non-federal negotiators’
interpretation of the law that the statute
should be read to relieve the student of
50 percent of the amount of grant funds
that were originally disbursed or that
could have been disbursed to the
student, rather than the Secretary’s
interpretation of the statute that would
provide that a student does not have to
repay 50 percent of the student’s grant
repayment amount. A few commenters
believe that 50 percent of a student’s
Pell Grant funds should be protected
up-front and not included at all in the
calculation of earned aid.

The commenters opposed the
Secretary’s position for the following
reasons:

• Grant recipients, who are the students
who are least able to repay an overpayment,
will lose eligibility for future Title IV, HEA
program aid if they do not repay the grant.
A loss of Title IV, HEA program eligibility
will prevent these students from re-enrolling
in a postsecondary institution because they
will not have the financial resources to do so.
This will deny education to the people who
need it most.

• Disadvantaged students will be
discouraged from enrolling. They will not
want to risk assuming an overpayment if they
are forced to withdraw for reasons beyond
their control.

• Grant recipients will be prevented from
transferring to another postsecondary
institution that may better meet their needs.

• Defaults will increase. Students will be
forced to take out Title IV, HEA program
loans to avoid possible Title IV, HEA grant
overpayments if they withdraw. Many of the
students will not have the resources to repay
the loans and will default. The same will be
true for students who owe both a grant
overpayment and a loan debt and do not have
the resources to satisfy both. A student may
also owe the institution under the
institution’s refund policy, further limiting
the student’s ability to repay a loan.

• Up-front costs are not sufficiently
acknowledged.

• The proposed rules are punitive to
students who withdraw from an institution,
regardless of the reason. The implication that
Title IV, HEA grant recipients are trying to
take advantage of the Title IV, HEA programs
is unfounded. Our position is not in line with
stated goal for negotiated rulemaking which
is, ‘‘to develop policies that promote
opportunity with responsibility.’’

• Our position undercuts the intent of the
Pell Grant program, which is to give
financially disadvantaged students the
opportunity to succeed. The Pell Grant

Program is an incentive program, an access
program and a second chance program.

• Students at low-cost institutions would
be the hardest hit because most of a student’s
Title IV, HEA grant funds are given directly
to student.

• Every Title IV, HEA grant recipient who
withdraws should not have a grant
overpayment, as our position would require.
Although a Title IV, HEA grant recipient who
withdraws should not be considered to have
completely earned the funds, the amount of
the student’s overpayment should be
minimized as much as possible.

• Society will be impacted negatively.
There will be a greater need for social
programs for the students who are not able
to continue their education because of a loss
of Title IV, HEA program eligibility. The
number of educated citizens to fill technical
jobs will decrease.

A few commenters specifically argued
that the statute can be read to support
the nonfederal negotiators’
interpretation. Some maintained that
the statutory language is ambiguous.
One commenter asserted that the phrase
‘‘that is the responsibility of the student
to repay’’ refers to the grant programs to
which repayments must be attributed,
and it does not limit the 50 percent
discount to 50 percent of the student’s
grant repayment amount. A few
commenters noted that other similar aid
recipients, such as scholarship
recipients, are not asked to return any
aid funds upon withdrawal. Some of
these commenters asserted that monthly
social security payments are not repaid
if a recipient does not live out the entire
month for which the payment has been
received. The commenters noted that
other entitlement aid sources recognize
that the aid generally only funds a small
portion of the expenses for which they
are intended. A few commenters noted
that the requirements for students to
maintain satisfactory academic progress
has safeguards to prevent students from
abusing Title IV, HEA program funds
through frequent withdrawals, because
students not maintaining satisfactory
academic progress will lose eligibility
for Title IV, HEA program funds. A few
commenters asked how to treat a
situation where a grant repayment is
owed and the student has a credit
balance on his or her account, including
whether a student would get the full
benefit of a 50 percent reduction in the
repayment amount in those
circumstances.

Some commenters requested changes
to the existing repayment terms for
students who owe a grant overpayment
to ensure that students who cannot
repay remain eligible for additional
Title IV, HEA program funds. The
commenters made the following points:

• It is inequitable to allow a student to
repay loan funds under the terms of a
promissory note, but insist on repayment of
a grant overpayment under more immediate
and punitive terms.

• We should provide terms that are similar
to loan repayment terms, such as a grace
period, periods of deferment and forbearance,
and the ability to repay over a longer period
of time.

• The institutional collection effort would
be too burdensome and costly to an
institution. An institution should not have to
collect Title IV, HEA program overpayments
for us.

• We should consider community service
as an alternative to repayment of an
overpayment.

Several commenters requested
clarification of the applicable
requirements for repaying a Title IV,
HEA grant overpayment. Specifically,
the commenters wanted to know how
long a student will lose eligibility if he
or she owes an overpayment. One
commenter urged us to not overregulate
the repayment process and let
institutions work with students to
provide satisfactory repayment
arrangements.

Discussion: We continue to believe
that 50 percent of the student’s grant
repayment amount provides the level of
relief to the student that the statute
intended, while it requires a student to
return a portion of the unearned grant
assistance. As stated in the preamble to
the NPRM, we believe that the
conference report language for the 1998
Amendments supports this
interpretation.

We note that the difference in
position between the commenters and
the Secretary for purposes of the
proposed rules is limited to the question
of how much grant overpayment should
be forgiven, with the Secretary
proposing to forgive half of the grant
repayment amount rather than half of
the total grant amount the student
received. The suggestions from
commenters arguing against holding
students accountable for making any
grant repayments are not permitted
under the law. To the extent that the
law could be read to support either
position, we believe that we have
adopted the better reading. We also note
that the proposal to discount by half the
amount of any grant repayment is
simpler to explain to students and
consistent with the principle that the
repayment is a shared responsibility.

The commenters suggestion to reduce
grant overpayments by half of the total
grant amounts would instead create a
fixed amount of grant funds that the
student was never required to earn,
regardless of when the student
withdrew. For example, a student who

VerDate 29-OCT-99 15:33 Oct 29, 1999 Jkt 190000 PO 00000 Frm 00021 Fmt 4701 Sfmt 4700 E:\FR\FM\A01NO0.233 pfrm02 PsN: 01NOR6



59036 Federal Register / Vol. 64, No. 210 / Monday, November 1, 1999 / Rules and Regulations

was disbursed or could have been
disbursed $2,000 in Title IV, HEA grant
funds would be given $1,000 of the
grant funds in addition to whatever
amounts were earned regardless of
whether he or she withdrew after 5 days
of attendance or 25 days.

In response to the observation from
commenters that other sources of aid are
not subject to repayment requirements,
such as scholarships or monthly social
security benefits, the statutory basis for
this grant repayment requirement
distinguishes it from those programs.

We note that the requirements for
students to maintain satisfactory
academic progress further the goals of
the Title IV, HEA programs by
establishing maximum timeframes for
students to complete their program, but
these requirements do not replace the
proposed repayment structure that is
designed to allow students to earn over
time the aid provided for a payment
period or period of enrollment.

When a student owes a grant
overpayment and there are funds
available on the student’s account as a
credit balance, the institution would be
expected to use those funds to apply
toward repaying the student’s grant
overpayment. The actual amount of the
grant repayment would still be
determined under the return calculation
by applying the 50 percent discount to
the amount of unearned grant funds.
Any funds left as a credit balance after
satisfying the grant repayment would be
handled in accordance with Subpart K-
Cash Management of the Student
Assistance General Provisions
regulations.

We agree with the commenters who
suggest that we revise the existing
repayment terms for students who owe
a grant overpayment to ensure that
students who cannot repay have the
opportunity to continue their eligibility
for Title IV, HEA program funds. Under
changes that are included in these final
regulations, a student who owes an
overpayment as a result of withdrawal
will retain his or her eligibility for Title
IV, HEA program funds for 45 days from
the earlier of the date the institution
sends a notification to the student of the
overpayment, or the date the institution
was required to notify the student of the
overpayment. During those 45 days, the
student will have the opportunity to
take action that can continue his or her
eligibility for Title IV, HEA program
funds. A student may do this in one of
three ways: (1) the student may repay
the overpayment in full to the
institution, (2) the student may sign a
repayment agreement with the
institution, or (3) the student may sign
a repayment agreement with the

Department. If a student does not take
one of these three actions during the 45
day period, the student becomes
ineligible for Title IV, HEA program
funds on the 46th day from the earlier
of the date that the institution sends a
notification to the student of the
overpayment, or the date the institution
was required to notify the student of the
overpayment. The student will remain
ineligible until the student enters into a
repayment agreement with the
Department that re-establishes the
student’s eligibility.

We are sensitive to the concerns of
some commenters that collection on
behalf of the Department may be unduly
burdensome and costly to the
institution. We note that an institution
is never required to enter into a
repayment agreement with a student,
and may refer an overpayment to the
Department at any time after the student
has had the opportunity to pay off the
overpayment in full to the institution or
sign an agreement with the Department.
Because we are concerned with an
institution’s ability to continue to track
a student to obtain payment, these final
regulations provide that an institution’s
repayment arrangement must provide
for repayment of the entire overpayment
within two years of the date of the
institution’s determination that the
student withdrew. Any amount of the
overpayment that remains at the end of
the two years must be referred to the
Department. Other times that an
institution must refer an overpayment to
the Department are: (1) If the student
did not satisfy any of the required
actions for extending his or her
eligibility during the 45 day period; and
(2) if at any time a student does not meet
the requirements of his or her
repayment agreement with the
institution.

A student who wishes to sign a
repayment agreement with the
Department will do so by contacting the
Department directly. We acknowledge
that an institution may not know if a
student chooses to sign a repayment
agreement with the Department within
the 45 days. Therefore, if a student does
not repay the overpayment in full to the
institution or sign a repayment
agreement with the institution within
the 45 days, when the institution refers
the overpayment to the Department, it
must report the overpayment to the
National Student Loan Data System
(NSLDS) as a referred overpayment (an
institution can refer to Dear Colleague
Letter GEN–98–14 for more information
on reporting overpayment information
to NSLDS). We will check to see if the
student signed an agreement with the

Department and report the final status of
the overpayment to NSLDS.

A repayment agreement with the
Department will include terms that
permit the student to repay the
overpayment while maintaining his or
her eligibility for Title IV, HEA program
funds. We will seek to develop terms
that will include a grace period and are
sensitive to a student’s financial
situation. We encourage institutions that
choose to enter repayment agreements
with students to do the same.

We would like to stress that any
overpayment resulting from a student’s
withdrawal remains an overpayment
until the overpayment is repaid in full.
We will provide further guidance on the
repayment of overpayments through
appropriate Department publications.

Changes: Section 668.22(h)(4) has
been revised to provide repayment
terms for students who owe a grant
overpayment to ensure that students
who cannot repay have the opportunity
to continue their eligibility for Title IV,
HEA program funds.

Section 668.22(j) Timeframe for the
Return of Title IV, HEA Program Funds

Comments: A few commenters
support the 30-day timeframe for an
institution to return all Title IV, HEA
program funds for which it is
responsible. In particular, the
commenters felt that it is reasonable to
expect that FFEL Program funds be
returned at the same time as all other
Title IV, HEA program funds. The
commenters believed that this should
not be significantly burdensome to
institutions because most FFEL Program
funds are delivered electronically. A
couple of commenters contended that
an institution should be allowed 45
days, rather than 30 days to return all
Title IV, HEA program funds for which
it is responsible. The commenters
asserted that 30 days is not enough time
for an institution to adjust a student’s
account and perform all of the
administrative functions necessary to
process funds. A few commenters
believed that 30 days is not a sufficient
amount of time to determine if a student
has unofficially withdrawn from the
institutions. The commenter felt that
more time was needed to permit the
institution to contact professors and
students.

Discussion: We agree with the
commenters who believe that it is not
unduly burdensome for an institution to
return Title IV, HEA program funds,
including FFEL Program funds, within
30 days of the date of the institution’s
determination that the student
withdrew because these funds are often
delivered electronically. This 30 day
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period should also be enough time for
the institution to contact professors and
students, as needed, to meet these
responsibilities.

Changes: None.

Section 668.22(k) Consumer
Information

Comments: A few commenters felt
that the requirements for determining a
student’s earned Title IV, HEA program
aid upon withdrawal would be too
difficult for a student or potential
student to understand, especially since
the student is likely to be subject to an
institutional refund policy as well. Two
commenters believe that it will be
difficult to communicate to a student
the actual amount of Title IV, HEA
program assistance that they will
receive because it will vary depending
on if and when a student withdraws.
One commenter asked if information on
determining a student’s earned Title IV,
HEA program aid upon withdrawal
would be in The Student Guide, our
publication for students that provides
general information on Title IV, HEA
program assistance. One commenter felt
that the requirements for determining a
student’s earned Title IV, HEA program
aid upon withdrawal will be more easily
explained to students than the current
Title IV, HEA refund requirements.

Discussion: We do not agree that the
requirements for determining the
treatment of Title IV, HEA program
funds when a student withdraws will be
too difficult for a student to understand.
We note that a general write-up on the
treatment of a student’s Title IV, HEA
program funds when he or she
withdraws is contained in The Student
Guide for the 2000–2001 award year.

Changes: None.

Section 682.207 Due Diligence in
Disbursing a Loan

Comments: One commenter believed
that the social security number of a
parent borrower should be added to the
information that a lender must provide
to an institution when the lender
disburses a loan directly to a borrower
for attendance at a foreign institution, if
the loan disbursed is a PLUS loan. The
commenter felt that a parent’s social
security number is necessary for
recordkeeping and access purposes. The
commenter noted that if the institution
must return funds to the lender or
correspond with lender regarding an
inquiry about the PLUS loan, the
institution will need the parent’s social
security number to ensure proper
identification and/or application of the
funds.

Discussion: We agree that a parent’s
social security number is information

that an institution must have for proper
recordkeeping and identification of
PLUS loan funds.

Changes: Section
682.207(b)(1)(v)(E)(2) has been amended
to require that a lender must provide the
social security number of a parent
borrower that was provided on the
PLUS loan application to an institution
when the lender disburses a loan
directly to a borrower for attendance at
a foreign institution, if the loan
disbursed is a PLUS loan.

Executive Order 12866

We have reviewed these final
regulations in accordance with
Executive Order 12866. Under the terms
of the order we have assessed the
potential costs and benefits of this
regulatory action.

The potential costs associated with
the final regulations are those resulting
from statutory requirements and those
we have determined to be necessary for
administering this program effectively
and efficiently.

In assessing the potential costs and
benefits—both quantitative and
qualitative—of these final regulations,
we have determined that the benefits of
the regulations justify the costs.

We have also determined that this
regulatory action does not unduly
interfere with State, local, and tribal
governments in the exercise of their
governmental functions.

We summarized the potential costs
and benefits of these final regulations in
the preamble to the NPRM (34 FR
43037–43038).

Paperwork Reduction Act of 1995

The Paperwork Reduction Act of 1995
does not require you to respond to a
collection of information unless it
displays a valid OMB control number.
We display the valid OMB control
numbers assigned to the collections of
information in these final regulations at
the end of the affected sections of the
regulations.

Assessment of Educational Impact

In the NPRM, we requested comments
on whether the proposed regulations
would require transmission of
information that any other agency or
authority of the United States gathers or
makes available.

Based on the response to the NPRM
and on our review, we have determined
that these final regulations do not
require transmission of information that
any other agency or authority of the
United States gathers or makes
available.

Electronic Access to This Document

You may view this document in text
or Adobe Portable Document Format
(PDF) on the Internet at the following
sites:

http://ocfo.ed.gov/fedreg.htm
http://www.ed.gov/legislation/HEA/

rulemaking/
http://ifap.ed.gov/csblhtml/

fedlreg.htm
To use the PDF you must have the
Adobe Acrobat Reader Program with
Search, which is available free at the
first of the previous sites. If you have
questions about using the PDF, call the
U.S. Government Printing Office (GPO)
toll free, at 1–888–293–6498; or in the
Washington, D.C., area at (202) 512–
1530.

Note: The official version of this document
is the document published in the Federal
Register. Free Internet access to the official
edition of the Federal Register and the Code
of Federal Regulations is available on GPO
Access at: http://www.access.gpo.gov/nara/
index.html
(Catalog of Federal Domestic Assistance
Numbers: 84.007 Federal Supplemental
Educational Opportunity Grant Program;
84.032 Consolidation Program; 84.032
Federal Stafford Loan Program; 84.032
Federal PLUS Program; 84.032 Federal
Supplemental Loans for Students Program;
84.033 Federal Work-Study Program; 84.038
Federal Perkins Loan Program; 84.063
Federal Pell Grant Program; 84.069 LEAP;
84.268 William D. Ford Federal Direct Loan
Programs; and 84.272 National Early
Intervention Scholarship and Partnership
Program.)

List of Subjects in 34 CFR Parts 668 and
682

Administrative practice and
procedure, Colleges and universities,
Student aid, Reporting and
recordkeeping requirements, education,
Loan programs—education, vocational
education.

Dated: October 25, 1999.
Richard W. Riley,
Secretary of Education.

The Secretary amends parts 668, 682,
and 685 of title 34 of the Code of
Federal Regulations as follows:

PART 668—STUDENT ASSISTANCE
GENERAL PROVISIONS

1. The authority citation for part 668
is amended to read as follows:

Authority: 20 U.S.C. 1001, 1002, 1003,
1085, 1088, 1091, 1092, 1094, 1099c–1,
unless otherwise noted.

2. Section 668.8 is amended by
revising paragraph (f)(2) to read as
follows:
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§ 668.8 Eligible program.

* * * * *
(f) * * *
(2) Subtract from the number of

students determined under paragraph
(f)(1) of this section, the number of
regular students who, during that award
year, withdrew from, dropped out of, or
were expelled from the program and
were entitled to and actually received,
in a timely manner a refund of 100
percent of their tuition and fees.
* * * * *

3. Section 668.14 is amended by
revising paragraph (b)(25)(ii) to read as
follows:

§ 668.14 Program participation agreement.

* * * * *
(b) * * *
(25) * * *
(ii) Returns of title IV, HEA program

funds that the institution or its servicer
may be required to make; and
* * * * *

4. Section 668.16 is amended by
revising paragraphs (h)(3) and (l)(2) to
read as follows:

§ 668.16 Standards of administrative
capability.

* * * * *
(h) * * *
(3) The rights and responsibilities of

the student with respect to enrollment
at the institution and receipt of financial
aid. This information includes the
institution’s refund policy, the
requirements for the treatment of title
IV, HEA program funds when a student
withdraws under § 668.22, its standards
of satisfactory progress, and other
conditions that may alter the student’s
aid package;
* * * * *

(l) * * *
(2) Were entitled to and actually

received in a timely manner, a refund of
100 percent of their tuition and fees;
* * * * *

5. Section 668.22 is revised to read as
follows:

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

(a) General. (1) When a recipient of
title IV grant or loan assistance
withdraws from an institution during a
payment period or period of enrollment
in which the recipient began
attendance, the institution must
determine the amount of title IV grant
or loan assistance (not including Federal
Work-Study or the non-Federal share of
FSEOG awards if an institution meets its
FSEOG matching share by the
individual recipient method or the
aggregate 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 paragraphs
(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 payment
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 greater
than the total amount of title IV grant or
loan assistance, or both, 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, the difference between these
amounts must be treated as a post-
withdrawal disbursement in accordance
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 institution
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
described in paragraph (a)(3) of this
section, up to the amount of the
outstanding charges.

(B) If Direct Loan, FFEL, or Federal
Perkins Loan Program funds are used to
credit the student’s account, the
institution must notify the student, or
parent in the case of a PLUS loan, and
provide an opportunity for the borrower
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
disbursement that is not credited to the
student’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
of the institution’s determination that
the student withdrew, as defined in
paragraph (l)(3) of this section, by
providing 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
institution sent the notification, unless
the institution chooses to make a post-
withdrawal disbursement in accordance
with paragraph (a)(4)(ii)(D) of this
section.

(B) If the student or parent submits a
timely response that instructs the
institution 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
paragraph (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
disbursement 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 notice,
the institution may make the post-
withdrawal disbursement as instructed
by the student or parent or decline 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
inform the student or parent
electronically or in writing concerning
the outcome of the post-withdrawal
disbursement 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
required to take attendance. (1) For
purposes of this section, for a student
who ceases attendance at an institution
that is required to take attendance,
including 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
absence that does not meet the
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requirements of paragraph (d) of this
section, the student’s withdrawal date is
the last date of academic attendance as
determined 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
documentation as of the date of the
institution’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 outside
of the institution (such as the
institution’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
purposes of this section, for a student
who ceases attendance at an institution
that is not required to take attendance,
the student’s withdrawal date is—

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

(ii) The date, as determined by the
institution, that the student otherwise
provided official notification to the
institution, 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 withdrawal
in accordance with paragraph (c)(1)(i) or
(c)(1)(ii) of this section, the mid-point of
the payment period (or period of
enrollment, if applicable);

(iv) If the institution determines that
a student did not begin the institution’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 beyond the
student’s control, the date that the
institution determines is related 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
absence that does not meet the

requirements 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
paragraph (c)(1)(i) or (ii) of this section
by filing a written statement that he or
she is continuing to participate in
academically-related activities and
intends 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 period of
enrollment, the student’s rescission 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 determined under
paragraph (c)(3) of this section.

(ii) If a student both begins the
withdrawal process prescribed by the
institution and otherwise provides
official notification of his or her intent
to withdraw in accordance with
paragraphs (c)(1)(i) and (c)(1)(ii) of this
section respectively, the student’s
withdrawal date is the earlier date
unless a later date is determined under
paragraph (c)(3) of this section.

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

(ii) An ‘‘academically-related activity’’
includes, but is not limited to, an exam,
a tutorial, computer-assisted instruction,
academic counseling, academic
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
paragraph (l)(3) of this section.

(5)(i) ‘‘Official notification to the
institution’’ is a notice of intent to
withdraw that a student provides to an
office 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 withdrawal.

(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
approved leave of absence if—

(i) The institution has a formal policy
regarding leaves of absence;

(ii) The student followed the
institution’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
student’s request in accordance with the
institution’s policy;

(v) The leave of absence does not
involve additional charges by the
institution;

(vi) It is the only leave of absence
granted to the student in a 12-month
period, except as provided for in
paragraph (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
permitted to complete the coursework
he or she began prior to the leave of
absence; and

(ix) If the student is a title IV, HEA
program loan recipient, the institution
explains to the student, prior to granting
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
accordance 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
determines 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
institution documents that the leaves of
absence are granted for jury duty,
military reasons, or circumstances
covered under the Family and Medical
Leave Act of 1993.

(3) If a student does not resume
attendance at the institution on or
before 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—
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(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
policy—

(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
circumstances prevent a student from
providing a prior written request, the
institution may grant the student’s
request for a leave of absence, if the
institution 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) General. 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 described in
paragraph (e)(2) of this section; 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
enrollment 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
determined 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
enrollment for a program that is
measured in credit hours; or

(B) Clock hours scheduled to be
completed 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
withdrawal date occurs after completion
of 60 percent of the—

(A) Payment period or period of
enrollment for a program that is
measured in credit hours; or

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

(3) Percentage unearned. The
percentage of title IV grant or loan
assistance that has not been earned by
the student 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
returned is calculated by subtracting the
amount of title IV assistance earned by
the student as calculated under
paragraph (e)(1) of this section from the
amount of title IV aid that was
disbursed 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
withdraws must be determined on a
payment period basis for a student who
attended a standard term-based
(semester, trimester, or quarter)
educational program.

(ii)(A) The treatment of title IV grant
or loan funds if a student withdraws
may be determined on either a payment
period basis or a period of enrollment
basis for a student who attended 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
categories of students who withdraw
from the same non-term based or
nonstandard term-based educational
program:

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

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

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

(f) Percentage of payment period or
period of enrollment completed. (1) For
purposes of paragraph (e)(2)(i) of this
section, the percentage of the payment
period 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 enrollment
into the number of calendar days
completed in that period as of the
student’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 completed by
the student as of the student’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
excluded from the total number of
calendar days in a payment period or
period 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,
responsibility of the institution. (1) The
institution 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
institutional charges incurred by the
student for the payment period or
period of enrollment multiplied by the
percentage of title IV grant or loan
assistance that has not been earned by
the student, as described in paragraph
(e)(3) of this section.

(2) For purposes of this section,
‘‘institutional charges’’ are tuition, fees,
room and board (if the student contracts
with the institution for the room and
board) and other educationally-related
expenses assessed by the institution.

(3) If, for a non-term program an
institution chooses to calculate the
treatment of title IV assistance on a
payment period basis, but the
institution charges for a period that is
longer than the payment period, ‘‘total
institutional charges incurred by the
student for the payment period’’ is the
greater of—

(i) The prorated amount of
institutional 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,
responsibility of the student. (1) After
the institution has allocated the
unearned funds for which it is
responsible in accordance with
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paragraph (g) of this section, the student
must return assistance for which the
student is responsible in the order
specified in paragraph (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
returned under paragraph (e)(4) of this
section.

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

(i) Any title IV loan program in
accordance 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
percent of the grant assistance that is the
responsibility of the student to repay
under this section.

(4)(i) A student who owes an
overpayment under this section remains
eligible 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 notify 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 agreement
with the institution in accordance 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 program
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
paragraph (h)(4)(i) of this section.

(iii) If an institution chooses to enter
into a repayment agreement in
accordance 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 program
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
withdrew.

(iv) An institution must refer to the
Secretary, in accordance with
procedures 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
institution 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
accordance with paragraph (h)(4)(i) of
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 notify 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
Secretary.

(v) A student who owes an
overpayment is ineligible for title IV,
HEA program 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
regains 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
appropriate, in accordance with
paragraph (g) or (h) of this section
respectively, must be credited to
outstanding balances on title IV loans
made to the student 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 outstanding balances for
the payment period or period of
enrollment for which a return of funds
is required in the following order:

(i) Unsubsidized Federal Stafford
loans.

(ii) Subsidized Federal Stafford loans.
(iii) Unsubsidized Federal Direct

Stafford loans.

(iv) Subsidized Federal Direct Stafford
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
paragraph (l)(3) of this section.

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

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

(ii) Academic year in which the
student withdrew; or

(iii) Educational program from which
the student withdrew.

(k) Consumer information. An
institution must provide students with
information 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
determined in accordance with the late
disbursement provisions in § 668.164(g).

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

(3) The ‘‘date of the institution’s
determination that the student
withdrew’’ is—

(i) For a student who provides
notification 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 notification of withdrawal, whichever
is later;

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

(iii) For a student who does not return
from an approved leave of absence, 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 institution;
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
accordance 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)

6. Section 668.24 is amended by
revising paragraph (c)(1)(iv)(C) and
(c)(1)(iv)(D) to read as follows:

§ 668.24 Record retention and
examinations.

* * * * *
(c) * * *
(1) * * *
(iv) * * *
(C) The amount, date, and basis of the

institution’s calculation of any refunds
or overpayments due to or on behalf of
the student, or the treatment of title IV,
HEA program funds when a student
withdraws; and

(D) The payment of any overpayment
or the return of any title IV, HEA
program funds to the title IV, HEA
program fund, a lender, or the Secretary,
as appropriate;
* * * * *

7. Section 668.25 is amended by
revising paragraph (c)(4)(ii) to read as
follows:

§ 668.25 Contracts between an institution
and a third-party servicer.

* * * * *
(c) * * *
(4) * * *
(ii) Calculate and return any unearned

title IV, HEA program funds to the title
IV, HEA program accounts and the
student’s lender, as appropriate, in
accordance with the provisions of
§§ 668.21 and 668.22, and applicable
program regulations; and
* * * * *

8. Section 668.26 is amended by
revising paragraph (b)(7) to read as
follows:

§ 668.26 End of an institution’s
participation in the title IV, HEA programs.

* * * * *
(b) * * *
(7) Continue to comply with the

requirements of § 668.22 for the
treatment of title IV, HEA program
funds when a student withdraws.
* * * * *

9. Section 668.83 is amended by
revising paragraph (c)(2)(ii)(C) to read as
follows:

§ 668.83 Emergency action.

* * * * *
(c) * * *
(2) * * *
(ii) * * *
(C) The institution, or servicer, as

applicable, lacks the administrative or
financial ability to make all required
payments under § 668.22; and
* * * * *

10. Section 668.92 is amended by
revising paragraph (b)(2) to read as
follows:

§ 668.92 Fines.

* * * * *
(b) * * *
(2) Required refunds, including the

treatment of title IV, HEA program
funds when a student withdraws under
§ 668.22.
* * * * *

11. Section 668.95 is amended by
revising paragraph (b)(2)(i) to read as
follows:

§ 668.95 Reimbursements, refunds, and
offsets.

* * * * *
(b) * * *
(2) * * *
(i) Refunds or returns of title IV, HEA

program funds required under program
regulations when a student withdraws.
* * * * *

12. Section 668.164 is amended by
revising paragraph (g)(1) to read as
follows:

§ 668.164 Disbursing funds.

* * * * *
(g) * * *
(1) Ineligible students who may

receive a late disbursement. (i) An
institution may make a late
disbursement under paragraph (g)(2) of
this section, if the student became
ineligible solely because—

(A) For purposes of the Direct Loan
and FFEL programs, the student is no
longer enrolled at the institution as at
least a half-time student for the loan
period; and

(B) For purposes of the Federal Pell
Grant, FSEOG, and Federal Perkins
Loan programs, the student is no longer
enrolled at the institution for the award
year.

(ii) Notwithstanding paragraph
(g)(1)(i) of this section, a student who
withdraws from an institution during a
payment period or period of enrollment
can receive additional disbursements of
title IV, HEA program funds in
accordance with the requirements of
§ 668.22 only.
* * * * *

13. Section 668.171 is amended by
revising paragraph (b)(4)(i) to read as
follows:

§ 668.171 General.

* * * * *
(b) * * *
(4) * * *
(i) Refunds that it is required to make

under its refund policy, including the
return of title IV, HEA program funds
for which it is responsible under
§ 668.22 and the payment of post-
withdrawal disbursements under
§ 668.22; and
* * * * *

14. Section 668.173 is amended by
revising paragraphs (a) introductory
text, (b) introductory text, (b)(1)(i) and
(b)(1)(ii) to read as follows:

§ 668.173 Refund reserve standards.

(a) General. The Secretary considers
that an institution has sufficient cash
reserves (as required under
§ 668.171(b)(2)) to make refunds that it
is required to make under its refund
policy, including the return of title IV,
HEA program funds for which it is
responsible under § 668.22 and the
payment of post-withdrawal
disbursements under § 668.22 if the
institution—
* * * * *

(b) Timely refunds. An institution
demonstrates that it makes required
refunds, including payments required
under § 668.22, if the auditor or auditors
who conducted the institution’s
compliance audits for the institution’s
two most recently completed fiscal
years, or the Secretary or a State or
guaranty agency that conducted a
review of the institution covering those
fiscal years—

(1) * * *
(i) The institution made late refunds

to 5 percent or more of the students in
that sample. For purposes of
determining the percentage of late
refunds under this paragraph, the
auditor or reviewer must include in the
sample only those title IV, HEA program
recipients who received or should have
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received a refund or for whom a
repayment of unearned title IV, HEA
program funds was made or should have
been made under § 668.22; or

(ii) The institution made only one late
refund or repayment of unearned title
IV, HEA program funds for a student in
that sample; and
* * * * *

Appendix A to Part 668 [Removed]

15. Remove and reserve appendix A
to part 668.

PART 682—FEDERAL FAMILY
EDUCATION LOAN (FFEL) PROGRAM

16. The authority citation for part 682
continues to read as follows:

Authority: 20 U.S.C. 1071, to 1087–2,
unless otherwise noted.

17. Section 682.207 is amended as
follows by:

A. Adding a new paragraph
(b)(1)(v)(E).

B. Revising the OMB control number
following the section.

§ 682.207 Due diligence in disbursing a
loan.

* * * * *
(b) * * *
(1) * * *
(v) * * *
(E) If a lender disburses a loan

directly to the borrower for attendance
at an eligible foreign school, as provided
in paragraph (b)(1)(v)(D)(1) of this
section, the lender must, at the time of
disbursement, notify the school of—

(1) The name and social security
number of the student;

(2) The name and social security
number of the parent borrower, if the
loan disbursed is a PLUS loan;

(3) The type of loan;
(4) The amount of the disbursement,

including the amount of any fees
assessed the borrower;

(5) The date of the disbursement; and
(6) The name, address, telephone and

fax number or electronic address of the
lender, servicer, or guaranty agency to
which any inquiries should be
addressed.
* * * * *
(Approved by the Office of Management and
Budget under control number 1845–0022)

18. Section 682.209 is amended by
revising paragraph (i) to read as follows:

§ 682.209 Repayment of a loan.

* * * * *
(i) Treatment by a lender of

borrowers’ title IV, HEA program funds
received from schools if the borrower
withdraws. (1) A lender shall treat a
refund or a return of title IV, HEA
program funds under § 668.22 when a

student withdraws received by the
lender from a school as a credit against
the principal amount owed by the
borrower on the borrower’s loan.

(2)(i) If a lender receives a refund or
a return of title IV, HEA program funds
under § 668.22 when a student
withdraws from a school on a loan that
is no longer held by that lender, or that
has been discharged by another lender
by refinancing under § 682.209(f) or by
a Consolidation loan, the lender must
transmit the amount of the payment,
within 30 days of its receipt, to the
lender to whom it assigned the loan, or
to the lender that discharged the prior
loan, with an explanation of the source
of the payment.

(ii) Upon receipt of a refund or a
return of title IV, HEA program funds
transmitted under paragraph (i)(2)(i) of
this section, the holder of the loan
promptly must provide written notice to
the borrower that the holder has
received the return of title IV, HEA
program funds.
* * * * *

19. Section 682.604 is amended by
revising paragraph (c)(4) to read as
follows:

§ 682.604 Processing the borrower’s loan
proceeds and counseling borrowers.

* * * * *
(c) * * *
(4) A school may not credit a

student’s account or release the
proceeds of a loan to a student who is
on a leave of absence, as described in
§ 668.22(d).
* * * * *

20. Section 682.605 is amended by
revising paragraphs (a) and (b) to read
as follows:

§ 682.605 Determining the date of a
student’s withdrawal.

(a) Except in the case of a student who
does not return for the next scheduled
term following a summer break, which
includes any summer term or terms in
which classes are offered but students
are not generally required to attend, a
school must follow the procedures in
§ 668.22(b) or (c), as applicable, for
determining the student’s date of
withdrawal. In the case of a student who
does not return from a summer break,
the school must follow the procedures
in § 668.22(b) or (c), as applicable,
except that the school shall determine
the student’s withdrawal date no later
than 30 days after the first day of the
next scheduled term.

(b) The school must use the
withdrawal date determined under
§ 668.22(b) or (c), as applicable for the
purpose of reporting to the lender the

date that the student has withdrawn
from the school.
* * * * *

21. Section 682.607 is amended to
read as follows:

§ 682.607 Payment of a refund or a return
of title IV, HEA program funds to a lender
upon a student’s withdrawal.

(a) General. By applying for a FFEL
loan, a borrower authorizes the school
to pay directly to the lender that portion
of a refund or return of title IV, HEA
program funds from the school that is
allocable to the loan upon the
borrower’s withdrawal. A school—

(1) Must pay that portion of the
student’s refund or return of title IV,
HEA program funds that is allocable to
a FFEL loan to—

(i) The original lender; or
(ii) A subsequent holder, if the loan

has been transferred and the school
knows the new holder’s identity; and

(2) Must provide simultaneous
written notice to the borrower if the
school makes a payment of a refund or
a return of title IV, HEA program funds
to a lender on behalf of that student.

(b) Allocation of a refund or returned
title IV, HEA program funds. In
determining the portion of a refund or
the return of title IV, HEA program
funds upon a student’s withdrawal for
an academic period that is allocable to
a FFEL loan received by the borrower
for that academic period, the school
must follow the procedures established
in part 668 for allocating a refund or
return of title IV, HEA program funds.

(c) Timely payment. A school must
pay a refund or a return of title IV, HEA
program funds that is due in accordance
with the timeframe in § 668.22(j).
(Authority: 20 U.S.C. 1077, 1078, 1078–1,
1078–2, 1082, 1094)

PART 685—WILLIAM D. FORD
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22. The authority citation for part 685
continues to read as follows:

Authority: 20 U.S.C. 1087 et seq., unless
otherwise noted.

23. Section 685.211 is amended by
revising paragraph (c) to read as follows:

§ 685.211 Miscellaneous repayment
provisions.

* * * * *
(c) Refunds and returns of title IV,

HEA program funds from schools. The
Secretary applies any refund or return of
title IV, HEA program funds that the
Secretary receives from a school under
§ 668.22 against the borrower’s
outstanding principal and notifies the
borrower of the refund or return.
* * * * *
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24. Section 685.215 is amended by
revising paragraph (k) to read as follows:

§ 685.215 Consolidation.

* * * * *
(k) Refunds and returns of title IV,

HEA program funds received from
schools. If a lender receives a refund or
return of title IV, HEA program funds
from a school on a loan that has been
consolidated into a Direct Consolidation
Loan, the lender shall transmit the
refund or return and an explanation of
the source of the refund or return to the
Secretary within 30 days of receipt.
* * * * *

25. Section 685.305 is amended to
read as follows:

§ 685.305 Determining the date of a
student’s withdrawal.

(a) Except as provided in paragraph
(b) of this section, a school shall follow
the procedures in § 668.22(b) or (c), as
applicable, for determining the student’s
date of withdrawal.

(b) For a student who does not return
for the next scheduled term following a

summer break, which includes any
summer term(s) in which classes are
offered but students are not generally
required to attend, a school shall follow
the procedures in § 668.22(b) or (c), as
applicable, for determining the student’s
date of withdrawal except that the
school must determine the student’s
date of withdrawal no later than 30 days
after the start of the next scheduled
term.

(c) The school shall use the date
determined under paragraph (a) or (b) of
this section for the purpose of reporting
to the Secretary the student’s date of
withdrawal and for determining when a
refund or return of title IV, HEA
program funds must be paid under
§ 685.306.
(Authority: 20 U.S.C. 1087 et seq.)

26. Section 685.306 is amended to
read as follows:

§ 685.306 Payment of a refund or return of
title IV, HEA program funds to the
Secretary.

(a) General. By applying for a Direct
Loan, a borrower authorizes the school

to pay directly to the Secretary that of
a refund or return of title IV, HEA
program funds from the school that is
allocable to the loan. A school—

(1) Shall pay that portion of the
student’s refund or return of title IV,
HEA program funds that is allocable to
a Direct Loan to the Secretary; and

(2) Shall provide simultaneous writ-
ten notice to the borrower if the school
pays a refund or return of title IV, HEA
program funds to the Secretary on be-
half of that student.

(b) Determination, allocation, and
payment of a refund or return of title IV,
HEA program funds. In determining the
portion of a student’s refund or return
of title IV, HEA program funds that is
allocable to a Direct Loan, the school
shall follow the procedures established
in 34 CFR 668.22 for allocating and
paying a refund or return of title IV,
HEA program funds that is due.

(Authority: 20 U.S.C. 1087a et seq.)
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