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" UNITED STATES DEPARTMENT OF EDUCATION . o
OFFICE OF THE, ASSISTANT SECRETARY FOR POSTSECONDARY EDUCATION

March 1984 {7

. : e . o STUDENT .
R : - " . "FINANCIAL ASSISTANCE
R " . . S PROGRAMS o

| . GEN-84-2
“ Dear: Colleague: . - < g 4
. Each institution paﬁticipating in the Title IV $tudent_afh programs is.requived ,

to disburse funds to,students in. accordance with regulatory® requirements. In>
addition, each institution is required, as.a means for dealimg with students who =
receive financial aid and later terminate their enrallment, to have pqlicie5'~ ’
which evaluate the student's obligations to the institution,, the amount 6f aid

that the student is entitled to retain, and the amount that is to be returned to

the Title IV programs. | .

)

,{his monograph, A Guide-to Disbursement, Refund, and Repayment,‘ summarizes and
provides guidance in the iqte?pretation of the regulatory requirements regarding
.. disbursement. -The monograph also‘reiterates the.higher education community's

self-regulation initiatives relative to refund and repayment as well as c1%rifiesﬂ

the -Department's regulations in this area. - T

. . " , - L - R - - . + . -

This is the 'third of three monographs to be distributed between' December, 1983
.and March, 1984. The first of these, The Use of Automated Data Management in the
Institutional Delivery of Student Financial Aid, was-mailed to financial aid

administrators and fiscal.officers in_December 1983. The second monograph, A
» = Guide to the Repayment of Multiple National Direct Student toaﬁs,,was mailed to
* ‘institutions in February 1984. ~ ' o i C

]

. - ' 3y - .

ﬂany individuals have helped in the .preparation of this publication. The primary"
authors -are Marty Guthrie’ dnd Renee Rappaport, Assistant Directors for the
Student Financial Assistance Training Program - (SFATP)., The effort was
coordinated by Barbara J. Kay, Director, SFATP. Staff- in the Office of Student:

e Financial Assistance contributed to and reviewed the monograph. v
L Sincerely, -
M - . ) . ' - ) ‘ . ' Lot . o - )
) T X U V.. N " - e
BedRF -~ Hod i
' Daniel R. .Lau : : : L Edward M. Elmendorf
Acting Director . v Assistant Secretary for
Program Services . Postsecondary Education
. . . |
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: : o . INTRODUCTION-

Ay - . . o

“a R : . ~

This monograph provides’ informatiof for institutional personnel on °

disburéement,'refund,,a 4 repayment requirements for programs authorized
under Title IV of the Higher Educatfon Act of 1965, as amended. Section

One, '"Disbursement," summarizes ard provides guidance in the 'interpretation

of -the tegulatory requirements regarding the disbursement of Title IV aid,

Section Two i$ titled "Refund.and Repayment." This section.reiterates the '
higher education community's self-reqgulation *initiatives in this area, as

well as clarifies the Department of < Education's regulations relative to

refunds and repayments. . : ‘ N ’

. . \ \

" Within the context of thﬂs’publication, the term "disbur%ement" relates

to .the délivery of autﬁoqﬁZed aid to students and, not to tpe flow of.

authdrized dollars to institutioqs from EDPMTS by either cash -advance

rdquest or letter of _credit., The term "refund" relates to. any money

applied. against institutiondl. dharges (i.e., dollars appiied~to the

student's account) and the \term "repayment" relates to cash’ disbhursements

of aid made directly to the student foér use for- non-institutional costs.

. . . ~ . .

-

. . i v : ¥
The final section of this monograph contains thrée appendices,
Appendix A gives examples of refund policies which have been developed by -
various types of institutions., Appendices B.and C include case studies to
provide self-learning .applications of~the information presented in Section
Two. - Appendix B'Contéinsitgpee/déée”étudies which ‘demonstrate . the
calculation of refunds- and ‘repayments at traditional institutions.
Appendix C cgntains,threevqase.stUdigs which demonstrate the calculation of
refunds ‘and ?epaernts at non;term°ba§ed and clock hour institutions.

2y \

v

The.inforﬂétion provided in théﬁmdﬁbgraph_should help the reader to:

l. =~ Disburse stjudent aid funds in accordance with the Title IV
" regulations; . _ ' . . .
2. Be awarexof some Of the routine disbursement problems and how
. to alleviate them; . . ' - . .
T 3. Develop an.institutional refund and“repayment policy; .and
4., Calculate refunds and repayments. ' > ;

: . " ) s . . . ‘a
The Student’ Financial  Assistance Tralning Program wishes™ to express -
appreciation to those%of our,colleagues who'so willingly;shared their --

institutional refund and repayment policies with us for inclusion in this
) F e . ] . i .

monograph., . X 1.
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'SECTION ONE

1 . . '4' 1
The disbursement of student financial aid funds is a- complex -process
involving both the ‘financial aid office and the fiscal office. ' The term
"disbursement" is defined as the institutional transfer of funds awarded to
a student. It is the: purpose of this section to detail disbursement

requirements for the Title IV student  aid programs. Some of. the:
information contained herein, however,; might be useful for non-Title IV 'aid

sources as well. ‘ o

Disbursement b
The disbursement proceés begins when~aid is awarded., "% isﬂgwarded‘by"
the financial aid office, based upon financial need and ti. funds that are

available at the - -institution. A student's award is the maximum .amount of

money' that the-institution is able to offer a student. for a designated

- period of. enrpllment. The student is notified by an award letter.
Information on how, when and where to claim the- awards may be included with

the award letter. .(This informatiop.should also be availabie as, students

arfive at the .institution.)’ Dependirng upon institutional-policy, the,

student may accept (or  decline) all or a part vof his/her awards, .usually

via an acceptance/declination form, and must notify the institutior in

writing of hi§/her-decision. : ’ .

_ Once aid is accepted, the disbursement proces: formally begins. It way

.. be accomplished in a variety of methods which w:. . be discussed in greazter

detail throughout this section. . . - .

. . - " . ‘ A

"It is important to note that regulatidns require that awardin® and
disbursing aid must be carried out independently. . wording in_the Gencral:
Provisions regulations, (Seqtion 668.16(d), December 31, 1980 ;equiqu
that these functions be located in two differeht offices. The .funrdamsntal
separation here, however, - is that of decision-making. FEinal dezisions in
these two functions must not be made by the same person. An' inztitution's
internal control procedures must provide for this requirement.. ’

-
» »

. _ v

\\ Establishing Policies‘and Procedures for Disbursement of Student aid B
5 ™ ., “ . ) i i , y ‘\/ : \ .

Due .to the complex nature of the disbursement process, it is very
important that the institution set _clear “and uniform policies .and
procedures to guide the financial aid and fisgal offices.. Dc¢ing so will
assist the institution in cemplying with federal guidelings governing the
Title IV aid programs. As an aid to establishing the necessary policies
‘and procedures,. the disbursement requirements®commen to: all programs will
be discussed here. Disbursement requirements specific to each program will

.‘be reviewed "under the program heéadings. S~

. P . .
, Aid disbuyrsement should, be coordinat«d with the institution's bi.ling
cycle. ‘Ify this is not possible, ysome wmeans must be found to cai¢: the
student until +his or her aid’ award is..received. " All disbursement
‘transactions that occur must be carefully-documentrd to provide a complete
récord for each student and to insure institution.. accountability for aid

funds. , ; . L
' . * [} . ’ ’ * .
. - N ’ e
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Institutions begin billing students as early as two months before the
start of classes. 'Although award funds may be assigned to specific charges
on the student'sg master’ ‘record, 'the award itself may be revised several
times before classes begin. For this eason, aid should not'be applied as

“the student's invoicesM r tuition, fees and housing are being prepared. v
- " one of the major procblems in the disbursement process is to achieve
sufficient coordination so that institutional fiscal needs are met, .
students rereive funds when they need them, and no. overawards that occur go
undetected. One way to help insure coordination is to establish’:a central
iquent data base that 'can be used by the entire institution._ This may

_ @ither be® housed in file folders or be part of a computer-based system. A
ceéntral file insures that information in the ‘financial aid office and”
fischl- office is the same; thus the potential for errors stemmjng from .~
incomplete, incorrect, or inconsistent’ data is decreased. e

N +

A master record should be established -for each atd recipient recording:

v

° Ald awarded, accepted, and disbursed; T
. . RN
. o
°. Institutional charges;
'R Room and board charges; '
c . D
® Refunds; and .
! . t " . " -
® ' Other aid-related transactions.
. ‘ o qm ,
Disbursement Prccess ' - “
3 ) . . ) “w
The disbursement process consists of gpree.phaseszi g !
- e Phase One: Authorization of the payment of aid; ‘
. ° Phase 'Two: Assignment and application of aid to institutiond¥':'
charges; and
) o Phase Three® Payout of ény remaining balances to student.

s

. »
' Phase- Qne S 1 . . ' :
Prior to.the actual authorization of the payment of aid, the student's -
eligibility for payment must be verified. It 'is the responsibility of the
financial aiB office to determine that a student .is ‘registered and is
carrying the ‘minimum required number. of credit hecurs to maintain
eligibility for aid. The financial aid administrator must aléo verify that.
a student is making actual progress toward the completion of his/her
educational .objective, .

@

)
h

"Although federal regulation; governing the.Title IV programs provide
the parameters for the .establishment and- enforcement of- satisfactory
progress. standards at institutions, the" standards are to be devéloped by
the institution. So as institutions vary, satisfactory progress standards
will vary; however, standards at all institutions will have some tommop .
elemggts“ These elements, which enable'saqiéfactgry progress to be
., . . . N . . “ ’v

Y
a °

Qo - : ’ . S . ) : '
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measured, ‘include the follow1ng which were 1nd1cated in the October 6, 1983
% Qeneral Provisions regulations, Sect1on 668.16(e) (3) (i) through (v):

(i) Gredeeﬁ.“work projects completed or compar- .
able factors which are measurable.against a
norm; ) ‘ : -
' (ii) ' A maximum time frame in which the student

‘ . mpst complete his or her educat1onal objec—
tive, degree, or certificate. The time
.frame shall be'--"

‘(A) - Determined by the institution,
(B) pased'on the_studeht‘&‘enrollment
status, and , .

(C) Divided intd increments ‘not to exceed
‘ one academic year..At the end of eacH
. ' ' increment, the dinstitution °"shall
’ determine whether the student has oy
successfully completed a minimum ‘per- X ¥
~ centage of work toward his or. her
' educational objectlve, degree, or . .
certificate for all increments com- - ﬁ
pleted. ! The minimum percentage of . |
work shall be the percentage repre- ' sl
sented by’ the number of increments P
\ completed by the' student = compared to »
\\he maximum time frame eet * by ‘the. , -\

P

nstltutlon,
o N .
Pgease note: Based on comments £
, . ceived after these regqulations were ’ o
- o ) published on*October 6, 1983, Section ' .
. - 668.16 (e)(3)(11)(c) was subsequently : :
.clarified by a December 21, '1983 "Dear ’ - :
Colleague" letter. In lieu of a ~

published specific  percentage of .
completion, the institution will be ' i
.required to establish a schedule ° . '
designating the minimum percentage or ‘ o
) amount of work that a student must, ‘
g successfully complete at the end of
each increment in order to complete the

educat1onal objective, degree, or. . .

! cert1f1cate within the established Lo
maximum time frame. At the end of each™ =~ . 7/
increment, the ~institution would then :

: ¢ be required to determine that the
' ) student  had successfully completed at

least the appropriate percentage or
v o . ‘amount of work accord1ng to the :~
% T schedule. : ' / g '
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(iv)

(v)
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Note also that, not withstanding the
response to the related comiment on page
45672 of the ,Federal Register, the
Department will allow an institution to
-set a maximum number of ‘credits
attempted, to be used as the functional
equivalent of its maximum.time frame,
For /example, an institution may wish to
establish 5 years as its maximum time

frame for a full-time student. It may

then equate that maximum time frame to
a Specified number of hours attempted,
e.g., ‘160 semester hours, Then, once a
student has attempted 160 $emester

hours, he or she will be considered to-
haVe‘gttended the ihstitution for the

. &
maxl%pm time allowed.- The use of a

maximum number of hours attempted for
the maximum time frame i$ more workable
for many institutions since the problem
of frequent modification of the length
of the time frame, for frequent changes
in the *student’'s enrollment ‘'status,
ceases tq exist. Ji '
Further, in conjunction with the use of
a maximum number ' of credits attempted,
a school may wish to. set.a dertain
required completion-ratée for work
attempted each term or each academic

year (e.g., stating that 75% of the-

work.attempted during the academic year
has to be successfully completed).
This would satisfy the requirement for
‘an  incremental measurement of the
student’s progress and thus could. be

above.. | v »
x . ) '. . . . Pd {—).v\ '
Consistent 'application of' staddardSto all

.students within categori@s of students,
- e.g., f 11-time¢ part-time, undergraduates,
-graduate .students, and programs established

by the institution; -,

Y . N
Specific ‘policies defining the effect of
course iNncompletes, withdrawals,
repetitions,\ and noncredit remedial coutses
on satisfactory progrc=a; and . ¢

-Specific procedures . for éppeal of a

determination- that student is not making
satisfactory pxogress and for reinstatement
of aid; . S

o > . .' ) ’ )

used in lieu of a schedule,. as no'ted .



_computer files. -
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/ |

"In addition, such standards must conform with those of the

]

‘institution's nationally recognized a.creditﬁng agency, if, the institution
1y 1%

must, be "accredited and if the agency has such standards. «Finally, the
standards must be the same or stricter than the institution's standards for
students who are in the same academic program and tho are not receiving aid
under a Title IV. program.

| )

The preamble to the October 6, 1983 General Provisions regulations
regarding satisfactory academic progress speaks to the times at.which .
sati$factofy progress must be verified. It states that "...the institution’
must make the determination: tthat the student. is maintaining satisfactory
progress .for each payment period and for institutional certification ‘of
each Guarantéed Student Loan or PLUS Loan applicatiqgn or Pell Grant ADS
Request for Payment form." ' (p.-.45671) - R

o . N . . " .
Once the,figéﬂcial aid office has determined that the student is
registered, is carrying the minimum-required number of credit hours to
maintain eligibility for aid, and is making satisfactory academic progress,

_the financial aid office verifies the student's eligibility for payment."

This information; communicated to the fiscal office, is the first phase of’

disbursement. . The‘verification may be tranhsmitted in a variety of. forms
ranging from manually-prepared lists to automated. ‘transfers between

4

| ’ ~ . .

" on authorization, the aid funds may’be charged to, the gpprogriate fund
control accounts. hlthough thi's phase may begin just prior to the start of
classes, the actudl ‘disbursement should not begin until the beginning of-
the term: This includes, the on-campus registration, period for the
semester, trimester or gyarter. It doés not include the mail-in
registration if this occurred in the previous semesters, trimester,or
quarter. ) .

. Phasé Two , ’ ,

The second phase in the disbursement process ig the application of aid
to institutional charges. The institution should establish a priority
order for assigning the aid. First priority in, assignment might be tuition
and fees, followed by room -and board, with the remaining balance paid out
direct yrto the student. =~ - ‘ . .

The institution may also wish to establish a policy which states in

"what order (i.e. programs), aid is credited to .a student's account. °~ (Some

types of aid may be restricted to covering tuition®and fees only or
institutional chardes only. Such--restrictions may preclude cash payments
to students.) This information could be useful:in determining the
composition of a student's cash payment in the event of withdrawal and the
necessity to repay funds received. This problem is dealt with in more
detail in the discussion of repayments in Section Two of this publication.

&,

Phase Three - , . . B -

’

. ¢ . :
Prior to completing the third phase of the disbursement process, that
of paying the remaining balance to thHe student, the financial aid office
should again make certain thdat the student is. registered for the' required
number of-hqgrs; Federal regulations {January 19, 1981 NDSL, CW-S and SEOG
regulations, Sect%gnsg§74.9, 625.2,*676.9, respect?vely; and De;ember 3a,

v
.

v
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“198¢ Pell Grant requlations, Section 69#.4) require that institutions have
a procedure for determining that a student is eligible for payment prior to
disbursement. When at least half-time status is required, the minimum

‘requirement at institutions with standard academic termg is 6 credit hours
per semester, trimester or quarter. At ‘schools which measure progress in
clock, hours, the minimum requirement is 12 clock hours per wecok,

1> the student's engollment status is.in order, the actual disbursement
of funds may be accomplished. This may be done in any of several methods

¥

(or combinations):

&  Check; ;
;

® Payment voucher; or

. Cash,

At some poiné during phase two or phase three in the disbursement
process, the student should be given some variation of a "disbursement
advice form." The form should state: ‘ '
" ®¢ - The amount and type of aid received;

]
. e The amount of aid (if any) applied to tuition, fees, room or
board charges; and '

. The amount of aid remaining to be paid to the student. o

All institutionally .controlled aid should be included on one form. It
should be noted that such a form can fulfill the receipt srequirements for
NDSL and. féderal grant funds credited to a student's accoupt.

The timing of disbursements is mandated by federal regqulation. The
academic year and payment period for each program of study must be clearly
defined in writing. The institution's policy on the frequency of
disbursements within a. payment period myst also be clearly defined in
writing. (January 19, 1981 NDSL, CW-S and SEOG regulations, Sections
674.16; 675.16 and 676.16 respectively; and December 3¢, 1980 pell Grant

regulations, Section 696¢.3.) - f\

Federal regulaﬁjons regarding the audit trails for the Title 1v
programs contain specific requirements related to disbursement, An
institution is required to retain any cancelled checks as supporting
documentation for all payments made by check. 1In addition, an institution
must retalin supporting documentation for all payments made from a federal
atcount to the student's account via credit voucher. (January 19, 1981
NDSL, 'CW-S and SEOG regulations, Sections 674.16, 674.19; 675.16, 675.19;
and 676.16, 676.19 respectively; and December 3¢, 198¢ Pell Grant
regulations, Section:690.78.) ' . ‘ \

Methods of Disbursing Financial Aid
L As stated earlier} sactual disbursement of student financial aid funds
can be accoﬁplished by one of several means, i.e., cash, payment voucher or
check, or credit to a student's account. When estabYishing a method of
disbursement, there are several variables that an institution may wish to

H

\J

Q ',' i ‘ | 9 11




consider
resources,

Cash

If an

N

in order to choose the method that best suits its needs and
Some of these factors include the following:

N, '
The number of students who receive Title 1V aid;

The capabilities of the institutional system of student
accounts;

The personnel resources available in the financial aid and
fiscal offices;

The manner in which checks and balances may be instituted in
the system; and

The status of institutional automation.

\

institution disburses student aid funds in cast, additional

‘'security and internal control measures are necessary. . Whon disbursing
funds in cash, it is advisable to use a separate cash voucher, signed by
the student and processed by the cashier, as a cash-out item. Provisions
should also be made to accommodate student requests for paym=2nt in the form

of a check.

Check

Funds

/
J

7

may also be disbursed via.gﬁe:k. Using this method, the -

financial aid office, after authorizing the award, completes a check
request (or some other form of a request for payment) and forwards it to
the business office. The check is written and forwarded to the cashier's
office where it may be picked up by the student. When it is picked up, the
student may apply funds toward institutional charges. If a student

requests cash,

an institution using the check-writing method may allow the

student the option of cashing the check at the time it is picked up.

D1sburs1ng funds by check has several advaw*ages'

The institution does not have to keep large amounts of cash
on hand during the disbursement period; ‘

Errors in counting and making change are eliminated;

It is quicker to hand a student a check than to count out
cash;

oY
The student does not have a large amount oﬁ cash at one time;

'and

Proof of disbursement is .provided which may be useful in‘thn
event of litigation in NDSL cases.

Payment Voucher

An EﬁﬁtltUtlon which has no system of student accounts or open student
receiva %s may wish to disburse funds via a payment voucher. After a

[Kc
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tudent's award is authorized, the~financialsaid dffice prepares a“.voucher.:
t is generally a’'multi-part form . which the student brings to the -cashier's

office along with his/her'.bill. ‘The student signs the voucgher :in the
“‘presence of the cashier ahd the amount on the Voucher is applied toward the "'
~‘student's” institutional ‘chargés.. If the student has paijd all charges prior
.'to receiving the voucher, it could be sent directly to the business office
where a check could be prepared for the full amcunt. . . ) LA

o . . ' o
" Credit to Student's Account ‘ .

' Most of the funds awarded a student under the Title IV programs may be
applied to the student's account. A notable exception to-this is ‘the
~ federal share of CW-S wages. Such-amounts may not be applied to the .
‘student's account but-must be paid directly to the student. Aid funds

applied to the stddent's account should cover educational or educationally-
related .charges due .the institution including but not limited to: S

¢  Tuition and fees; and )

o 3
e Room and board.
3 It éhoﬁ1d be,notedfﬁhat NDSL and SEOG ‘recipients must be given a
‘receipt when these funds ‘are credited“directlyAtq their accounts.
According to the Depattmeqt of Education's May 12, 1981 Q & A Newsletter,.
-award letters are considered sufficient receipts for both NDSL and SEOG.
~However,  the. award letters. must state that the awards will be credited. to:
-the student's account and the award letters must be signed by the.student. -

s !

. . & Pd . o ‘ .
", , Although the federal share of ‘CW-S wages may not be credited to a
‘student's .account, the institutional portion of CW-S wages .may be paid in
‘this manner. CW-s recipients who earn the institutional’ share of their
.CW-S5 wages in the form of tuition, fees, services, or equipment (a non-cash
‘contribution) must be given a receipt. -This receipt must 1list the dollar .
~amount of the items earned through the institution's share of their CW-SA
wages. Such receipts must be distributed before the close of the student's
-final payroll period. N R L~ - : : ' E

This method of disbursement is possiBle at an institution ‘which is:

J <

‘automated and has a system of student accounts. The advantages of this

system include: . -
A , .

, - ‘ ~ _ a _
® “Assurance ‘that Title IV funds are being used to cover
educational costs;’

o

< " 'e. ~ There is no check to be lost or misplaced;
s Data'remains qonétant on¢e'éntered ihfo the computer system;ij
. @ . ~ Less qeégéfor large‘amqﬁhts of cash on haﬁd; and
) ° ‘If aid is\Euth;riéeélby the finadéiaL aid office ‘and;E

disbursed by thé‘bgsiness office, the system is in compliance
with the federal .regulations requiring the separation of
those functions: el N : o B




 student's need.” The.payment period at an RDS institution is. determined by

”vﬁfégulations wére}publishéd which concérn payment periods and disbursement,
The first is contained in .Section 690.3(d) (5) and changes the definition éof
. 'a_payment ‘period for part-time students ‘at RDS institutions which do not

s~

_~4se academic terms, .Previously, the definition of a payment .period for a.

- Report  (SAR), the institution requests that the studentucompléte-ED;Fprmfg

" respons§ible for forwarding the 'form to the Department of Education, where

.directly to the institution and the instit

. Section 69G.3(d)UJ)'state_tbat-tbére'must be two payment periods for 9acbm

" full-time student differed from the payment period definition fogx a part:

r

Disbursement of Péllfgzants' 74_ —e

o T A

' There are two types“%f'disbufgément~under the Pell Grarnt Program: -

Altermate Dispursement System (ADS) “and’ the  Redular Disbursement: &

(RDS).C' ) '_ . . ..- . . .
. ‘ T, . ' _ 3 ,
: Alternate Disbursement System . . e
'y . . K - .

. .Under the Alternate Disbursement System (aDS), Pell Grant funds are
disbursed by the Department of Education rather -than the institution. Most =
institutions elect ADS when they have no finaficial aid office or they have
a very small’number of Title IV aid.recipients. { . o

. . g -0 ' ‘ - . L
Under ADS when the student enrolls and presents his/her Student Aid

304, the Request’for Payment of ‘a Pell Grant Award. The institution then
certifies that -the student is eligible, ” is-making satisfactory progress, .
‘owes no Title IV refund and is-.not' in default on any loan. The'student is

an award’-is calculated, and” the Department disburses the-money directly to
the student. The institution does not rpeceive a digect payment. S
' /. . . o . 3 v

. e - » . . © . .
" Régular Disbursement) System _ L . _ o . o

“ LW

. = . . o ) p . .
. - . . ‘ L ! i M : & = € )

" Under the Regular Disburseéemnment Sységm (RDS),'PelI Grant  funds go

tion disburses the funds to the

student. T T, -

At .an RDS institution, Peli Grant funds may be disbufséd in each .:

payment period at the times, and in .the installments,. that best meet the.

‘the type of 'adademic term that is used-and the mannér in-which progress is;:
measured. ' : ' , ' . _ . " _%j

"If an institution is_term&bésed; then the. payment pefiod'is,tbéﬁ
semeéster, trimester, quarter or other academic term.  If an institution is =
non-term .based, the regulations |(December 3@, 1980 Pell Grant regulat}onsgg

academic year, -or for each program which is less.than an academic. .year:

The payment period- would be the.period between the beginning and the .mid

point and between the mid-point and the end of the academic year. If ‘an

. N ;

institution measures a student's progress in clock hours, a student may not:

be paid for -a subsequent payment/ period until he/she completes the|hours of:,

the previous.payment period for|which he/she has already been’paid. ° .
. N ! ‘ . o ¢ - ‘4 -

7 .

" In the October 6, 1983 Federal Register, two changes in the Pell Gran

time student. This difference made it necessary to make twice as many

;//payments to a part-time student as compared to a full-time student. Under.:
t

he revised regulations, the definition of a payment period -is the same for.

} ;part—time students and full-time students, thus reducing the number of

payments an institution.must make <to part-time students while preserving

o, : T o o . B : , . RIS
/ o - . : . ) ’ ‘ N . -7 /
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the rlght of an 1nst1tut10n to have more than- the minmimum of two . payment -
perlods in an academi@ year.

A 3
A N ' v e

The’ second change concerns the calculatlon of Pell Grant awards for
+ payment periods which crossover ‘award years and is contalned in Section
690.66. Previously, if a payment period occurred in. two .award years,:
institutions had the optlon of placing the entire payment perlod in either’
award year; however, the. placement of a payment perlod had to be applied
consistently to all Rell Grant recipients enrolled in the same program ‘who
began a payment period on the 1 me day. Under the new regulations, an; 5
institution may make a separate determination of award year for each Pell,
Grant/ rec1p1ent who begins a payment period which occurs- in two award
years. -;This issue is pertinent to the current discussion because if a.
payment period is designated to-be in the. second. award .year, .payment may
hot be disbursed until after July 1 of that year even though the payment ¢
perlod may begin prior to July 1.” In making a determination ofxthe award_;*
Year in which the payment period occurs, institutions will want, to consider '
how disbursements after July 1 mlght impact theit students. For example,” if
"an institution enrolls students on ‘a Weeklyyor Wonthly basisg), ‘and bills:
~them accord1ngly, then, a student who €nrolls in 'June and ‘does not receive -
his/her "Pell Grant disbursement until after July 1, Tffay be unable to pay.
“for h1s/her classes at the time of epnrollment. It should ~also be noted -
that, in determining . in which. award year a Payment period may occur,‘the///
regulations mandate that if more than six montlis of the payment,peffhd }
_occur™™na an award-year, the: payment per1od shall be placed 1n/that award."
year. _ . , L

3

.

‘ The earliest an ‘institution can- dlrectly pay Pell Grgnt funds to

registered 'student is 19 days before . the first day of class in a payment
perrod The earliest the Pell Grant can be credited to a student's account
is three weeks before the first day of classes. However, if the student’
withdraws, J6r is expelled before clAasses begin, these funds must be\
.returned to the Pell Grant account. The institution may .not, however, pay_\

-a student unt11 hé/she is reg1stered fOr that paymen@ period. L
[

L

The 1nst1tut10n may pay a student e1ther directly by a éheck or by

crediting the student's account. The: 1nst1tut1on must notify the student
how much he/she will be paid., If the institution :pays the award directly
to the student, the student must be notified when the funds w be

available. ‘If after 15 days the student has not picked up the checR¥ the
‘institution may credit the student's account for any amount owed the
1nst1tut10n. However/if funds &are credlted for this reason and not picked ;
up, the institution must make avajilable to the student any balance‘:f
rema1n1ng for 15 days after the date the student's enrollment for the award
year ends, - after this 15-day period ends, the student forfeits. the right

to receive the proceeds of the check. However, if the institution chooses,

it may, - through the next payment period (even if. this occurs -in the. next
award yearLJ pay the student who did not pick up the gheck. It is
important to“note that even though the actual disbursement may be -in the
next award year, it is to be paid from and recorded ‘against the award year
for which the SAR was submitted. L R

' If a student attended at least one day of classes and subm1tted a va11d IR
SAR while enrolled, but at the time of disbursement has withdrawn or is no
longer carrying the minfmum number of credit hours’ to be e11g;b1e, ‘the

- ! -

[:lz\v(:-gsg 0-84 -3 o e oo , oo
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’school may pay. the student only the amount that could have been used for .
educationally- related expenses before the student became 1nellglble. . ‘g

a

It is poss1ble for: a delay to occur in~the payment of Pell Grant .funds
to an institution, so that some students may complete a program or the”f

academic year -before receiving the Pell Grant award. ‘\In this s1tuat1on,.
the 1nst1tut1on must, as soon as it receives its funds, pay.all those’

students who submitted a val1d SAR to- the- f1nanc1al aid office by the

deadl1ne. i . . . :
-~ ! . - ;
|

/

o Tho institution. may pay funds due a student for any complete
. one lump sum. The student s enrollment status will bge determined accord1ng
to work already cémpleted — . = . o

period in

L

~
3 [
A

Records Requ1rement L . T .
* . O . ‘-‘ R I

!

i

The Pell Grant Program equires that account1ng records of spec1f1cf

d1sbursements be maintained, The regulations (December 30, 80 Pell Grant!

regulat1ons, Section 69@ 83). require that cancelled checks“be retained as’v
documentation of disbursements by check and that -ifstitutiogs have

documentation of payments made drrectly to students accounts. / !

f
i

! . f
i
1
|

1

«\1

-

In add1t1on, the 1nst1tut1on must keep adequate recordsz1nd1cat1ng (for;
"each aid rec1p1ent) : ‘ , ‘ f'

s

51 Name, social secur;?y number and amount -paid; = “‘@:
(] uﬁThe amount and date of each payment; e ' - \\\"g’
° The amount and date of any overpayment that has been restoref
: ~to the program account, S ; . | : f
e The student s SAR; ‘\y ; A ;
. °o The!cost ofJattendance;i ; u \a .
°® Ho% the enrollment status uas:dEterminedfpand . ’ L
° The enrollment period. _ I : - "li E X’
These .records and t;e accouﬁt1ng records for the! aﬁfrd year must be §éptg
une 30 Instituti al

_for five years after the institution submits the
) Payment Summary (IPS) for the' year. The 1nst1tut1on must also keep Fnyj

record 1nvolved in a cla1m or involved in ‘an aud1t question. :

I

Dlsbursement of Supplemental Lducat1onal Opportunlty Grants
i

4

number of semesters, trimesters, quarters or. other terms in . the . acadlec

year. The student may not receive more than half of the award befor% the
mid-point. in the)academic yeats If an institution is not term-based, the
stldents must be pa1ﬂ at least twice during the academic year:y; once in the "
beginning and onc€ at the mid- ~point. Within each payment period,

‘“institutions may make d1sbursements at the times and in the installfments
.that best meet the student's need. If the/SEOG award is less than S301.
dollars, then, whether an institution is®’term-based or not, onvy one:

{

e : . 7
: S e . . : :
. . ) . ° -
A} | :

';_f N Y 16 o /};*‘

N r
A student's SEOG award should be d1sbursed equally accord1ng to}the;




,.a.; o v “ {- o
payment per award, yedry is- necessary. It should be noted that a six- month- :
~vocatignal training program is equ1valent to a full acadeplc year for SEOG
d1sbursement purpoge’s. _ e - _ : '
SEOG awards may be disbursed d1rectly to a student by check, or can be
cred1ted to & student's account. SEOG recipients must be given a rece1pt~
when funds are credited d1rect1y to the1r accounts. An- award letter is
considered a sufficient recelpt “f 'it states that the award will be
cred1ted to the student's accoun? and it is s1gned'by the student.

e
’

Records Requ1rement : s - - . .

- / - I .~ o . . . - . . .
Records requirements for the SEOG programs requ1re that 1nst1tut1dns
estab11sh and. maintain separate accounts for federal programs aqd for each

SEOG recipient, 1dent1fy' o

¢ .
. - 7
v - < f

s 7 e The account and status'including'separation of initial and S
' continuing grant amounts; T ‘ o . o
. ° «The eligibility bf each aided student; ‘ ﬁ
¥ : ' ) o . N By
= ® The amount bf need and how it was met; and * ao
. [ The financial aid adm1n1s rator who-.made the .need
- determination. ’ : a4 ‘

' «

T
_ The institution must keep all SEOG records for five years after the
institution subm1ts its Fiscal Operations Report for that year,' unless &
record is 1nvolved in an ‘unresolved aud1t S - : ’

§D1sbursement of "Ndtional D1rect Student Loans

»
o

A student s Natloaal D1rect Student Loan is port1oned out equally
accord1ng to the number of semesters,rtr1mesters, quartersﬂnr ‘other terms
in the academic year. The student may not receive more than half the award

before the Wmid-point. If an institution is not term-based, the students
must be paid at least twice during the academic year: once 1in, the
beg1nn1ng and once at fhe\m1d -point. Within each payment per1od

institutions ‘can make disbursements at .the times and in the thtallments
that best meet tire’ student's need. (Section. 674. le, January 19, 1981.) If
the NDSL is less than $3@1 dollars, on1y one payment per aw rd year is
necessary.- It should be noted that a six-month vocational tra1n1ng ‘program.
is equ1va1ent to a full academ1c year for NDSL disbursement purposes :

NDSL funds are to be 1n1t1a11y dﬁsbursed at -the beginning of the -
semester, trimester or quarter. This includes the on-site reg1strat1on\
period for the semester, trimester or quarter., It does not include the"
mail registration period i¥f this occurred in the previous semester,
tr1mester, or quarter. NDSL funds canmot be applied until the student
signs for an advance. and completes «any.other required documents.

The . loan may be disbursed d1rectly to the student borrower in the form:
of a check,s or it can be credited to the student's account. In accordance
with federal regulat1ons, as mentioned previously, if the student's account
is credited, then the“ 1nst1Lut1on must, give the borrower a rece1pt The
d1sbursement adv1ce form may act as a receupt for this purpose. Regardless

s
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,of the method chosen, the institution must keep cancelled "checks or.
vouchers to document payment. : : ’

. / 4 .o v A - : . V g . . '.
'Disrlésure Reqhirements . : J o (’“ ' \\ .

. Before d1sburs1ng an NDSL awatd, the institution must make the borrower
aware of his/her rights and responS1b111t1es and obligation to repay the
loan. . At many institutions, this is accomplished through a "Statement of
Borrower Rights and Responsibilities." To satisfy documemtat1oncrequ1red
by regulations, such. a .formswould include: . ' -

® The principal amount of the loan;
. . e o .
\ . . . ] : IS
! -® ' The stated interest rat@lon the lcan;
’ e The yearly and cumulative maximum amounts‘that may be

. borrowed' v - Y

° An explanat1on of when reoayment of -the loan will be required’
» » and when the borrower will be obligated to pay interest thatw
. v accrues .on the loan;

9 A statement as’ to ‘the minimum and maximum repayment‘term
. ‘ which the institution may 1mpose and the,m1n1mum monthly
s payment requ1red by law; . .

‘s
'I '

® An explanation ,of any special ‘options the bhorrower may. have
. for loan corsolidation or other ref1nanc1ng wf the loan; Qﬂ

° " A statement titat- the borrower has the r;ght to prepay all or
part of. the loan, at any time, without penalty and a summary
of the circumstances in which repayment of the loan or

- interest that accrues on the loan may be deferred and a brief
notice of cancellation prcvisions: for specified military:
service; _ . °

- - <

[
° - def1n1t10n of defa%Nt and the consequences to the borrower,

if. the borrower defaults, including a statement that the
N Fefault may be reported to a credrt bureau .or cred1t
report1ng aqencyk and : . 3 . v
° "The effect of accepting the loan on the el1glb111ty of the
N borrower foroother forms of studeﬁt as51stance.

) add1t1on, the ehactment ‘of the Student Loan Consolldat1on and
, Tecnnical Amendments Act of 1983 (P.L. 98-79) requires the follow1ng
‘ 1nformat10n to be prov1ded ‘to the student borrowers: _ \

Sy

»
'@ ' The amount of any charges collected\by the 1nst1tut1on at or

prior to the disbursal of the loan and whether such charges’
are deducted from the. nroceeds f the loan or pald segprately

by the borrower; and s y#ﬁJ - o | .

' An explana%ﬁon of any.cost the borrower may incur in the
mak1ng or collection of the loan. v

T

16 ., e
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All of .the items stated above . mustl prov1ded in wri:ing to the
-borrower at or pr1or to the t1me’the Loan is made: :
« | ’ e As part of the appl1cat1on maté}aal prov1ded-- ] R
lo | As part of the prom1ssory note ev1denc1ng the loan, or N
, ® ' {On a separate form. B o .4 . “
§g£g§4 | - v . ; i . N
An open-end note does not. conta1n the speL1f1c loan amount on t 2 face -

"of the note.| A ‘schedule of advances is made part .0of the note. At tne time
. of eaéh d1sbursement, the borrower enters the amount rece1ved, the date and
his or her s1gnature in the schedule of advances © The yadvantage of an -
open-end note is that the institution does not Hhave ua exécute a new note .
each time an: advance is made, uriless amendments t the‘iaw change repayment '
terms. Before an 1nst1tutlon elects to use an - open .end note, 1t should

, s el
cons1der° . o .o LN " ~ -T : *-;;
< \ /- g/ v . € & .

- * \

® ‘The tlme necessary to reth1eve the note\from the f1le prl&’ﬁf?
’ - to each advance; : . . ~ < S
Y % e The t1me necessary to manually add the loan advance to the wh
note, andf’ : N . . : BEaE | . e
- u . - : ! B
. ® The securagy necessary for the note unt1l 1t is returned to.
‘the file. ¥ . o . S
A closed end note generally covers one academ1c year off one award
period. The specific loan amount appears on the face of the‘note. The*
"loan amount ;may be disbursed’in increments, however, and the borrower may-
heve to sign and date each disbursement. The advantafé of the closed- end,
notsuné;\that this note ‘affords less:  chance for an omission errér,
par arly since these funds are d1sbursed by an off1cerseparate from the ity
financial a1d off1ce. ‘ . — ~ : -

2 on' both bpen and closed end notes, - the student borrower s s1gnature‘
should” appedr at the end of the loan terms thus. signi*fying that the
borrower accepts the terms. The- student also signs for each advance,

1nclud1ng the first. . - 1 . ST _ o ° E N

It is }mportant to d1fferent ate between a loan and an. advance. A 1dan
is the amount that the institatio al official has approved for the bdrrower E
for the’academic period. An advagce is ‘the amount of the disbursement,. On‘5;
‘an open-ended note each advance must be noted by: the date and amount’ and
signature®of the borrower on the schedule of advances.y ‘ o .
. oS , . o L
Records Requ1remente S . T, ’

In addition to the prom1ssory note.: .and the Statement of Borrowers
Rights and Respons1b111t1es, .the 1nst1tut1on must keep the d1sclosure‘
statement, -repayment schedule, any repayment changes, deferment documents,
cancellation records and documentation of - all\the due d1l1gence procedures
in the student's file. - The file must be retained’ for five years after .
submission of the Fiscal Operatlons Report for that year. Loan repayment .

Tt Providsd by ERIC
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records 1nc1u&rng cancellatlon and deferment requestb, mas be reta1ned for
at least five years from the date of the loan's, as wignment or final.
repayment or cancellatlon. Records unresolved 1n aadit must be also
retained., . X , , : v

+ . -

-Dlsbursement of College Work-S'tudy

The requxJements for: the. method and -form of payment for College Work-
Study (CW-S) rec1p1ents differ from the disbursement requirements of the
other Title IV programs. Colleqye Work -Study wages are comprised of the
federal share and the institutional®&hare., Students must be paid the’
federal share of thelr Colieye Work-Study wages directly by checK or
s1m11ar instrument that the student can cash on his. or her own endorsement

.at least once a month. .The institdtion should have proof that -the studént
received the payment,- in the form of éancelled’ checks$, avajlable .for audit.
purposes. I1f the student ‘earns hls/her 1nst1tut10na1 share of CW-85 wages

in the form of tuition, fees, services. or equpoent (2 non-cash -
contribution) "then he/she must be paid &irectly or recelwe a recelpt‘*
llstlng the amount earned - , o :

The 1nst1tut10n may use any oayroll period, provided the student igd

paid -at least monthlx. For 6 rzporting and cantrol purposes, it is'v

_ preferable ‘to . distinguish the cw 'S payroll - from “other payroll accOunts“H;
'CW-S wages should be entered on a separate ‘voucher or, if listed on the;k
institution's genheral payroll account, should be grouped separately.

4

‘The payroll vouche r should.lnclude the follow1ng:'

o - The 1nst1%ut10n s name and address; S e
* ' i:_ The beglnnlnc aixd endlng date of the payroll;
,/ ® The‘student s name, ‘; ‘
- ° \. The sﬁudentfs job; . ﬂ@; ..  ' ui',
® The numner of hours worked; . - ;
v :o The hourly wage;F:H vt _ ‘}_‘. “)
_ _ .o~
.. . »  The gross earnings; S - ot : ’ .
Jn‘ : e Monies‘witnheldaier federal,ﬂstate,~county orueﬁty taxes; (f
o ”Non—caSh'payments; | ‘ »
‘e Net earnings' ana T
e Check number. ) N f ‘ )

" The student, must also submit ver1f1cat10n 6? satlsfactory wgrk

" performance -ifi~the form of a statement signed by an official of thefL
' institution or off-campus agency. (Sectlo‘ 675. 19(b)(2)hJ(B), Jangary 19,\5

"1981.)

J
-
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Records Requirement

In addition to the payroll voucher, the receipt for non-gash
contribution, and the verification.of satisfactory performance, the items
mentioned earlier (i.e., the student's account and " status) must be retained
in .the student's file for five years after the institution submits ‘the
Fiscal)Operations Report for that year. .Files that are involved in
uncesolved audit questions must be retained until the audit iswrésolved.

Disbursement gﬁ Guaranteed Student Loans " . ' : /;f

.
1

Guaranteed Student . Loans can be disbursed in a variety of forms.
However, even before the GSL is made, the institution must certify the
student's loan application, verifying that the student is enrolled or

".accepted for enrollment on at_least a half-time basis. § The, institutipn
-must provide the cost of attendance data, the period of time of the loan,,
-and"an estimate of other financial aid to be awarded for thd loan period.
Generally, -the lending -institution will send a. check, made payable to the
educational institution and the Sstudent borr%ger, directly ¢to the
educational ‘institution where the student is enrdfled or plans to enroll.
The ‘school may either endorse the check and deliver- it to the 'student, .or
‘obtain the student's endotsement :prior to.its own endorsement, retain that-
~portion of the loan to- pay any  educational costs (i.e., tuitiop ‘and -feés) :
;the stuient may.owe and then disbursé the remaining’balance to thef?tudent. e
. (See Section 6§3.667,-GSL regulations), In either case, the educational .
institution must deliver the check to the student promptly. If the
educational institution receives the check before the student enrolls, the
‘institution must hold the check, then follow the above procedures once the
student enrolls. . : ' v ' Vo

»

]

* . . : . . .
.  The lending inStitution'may also send a check made payable to the
‘institution and the stpdent 'directly ‘to ‘the student, or make the check .-
payable to the.student only, 1In the case of a direct payment.to-a student
the lending institution or the guarantee agency is Yequired teo notify ‘the
school 'of the amount of the loan that has been .insured and of the .name of _
"the lender. Theé method of check disbursement is usually controlled by
guaranteeq agency policy. - oL g . ‘

It is wvery important for the school, if it must process the check at
any time, to verify that the student is gnrolled at least half-time. ° -
x . o ' s : -, .
X " If the student fails to enroll on a least a hal f-time Efsis, or fails
to pick up-his/her check, the institution mustgadvise’the lerdder and? return
the check within 30 days. - o
- oo . TP _ - _ '
The Guaranteed Sfﬁdent'Loan check may be- issued” for the entire amoun:\?;;
.to be loaned’ for the academic period, or the lending. institution may make
installment payments (i.e., payments made at the beginning of each academic
peri.Od) - ) - v ° ' . ’ . : ® " :
. 9 » N .. N .

-

‘Records Requirement - : : o

.
~ . The institution must maintain adequate records and document the . .

following information'for“each-student; ' , | -
. LTy e !
'S The name and address of the borrower; - - .¥
° ) _ L
)




° }he”name and address of the lender; - . -
e \ The amount of the loan; . B (.
° The academic period the loan covers;
° The data'used to determine the .cost ofuattendance;
® The amount of the tu1t1on and fees paid fof“thatrperlod; .
e ‘The date the student pa1d the tulblon and fees,
! 7
® If loan is d1sbursed through- the school, the date)the school
received the loan check; . Voo~ _ , R
. . ,,L “ . -, \ .
® If the loan is d1sbursed through the school, the date. the
N, s check 1is gaven to the student, ' B *;
~ N . : Lo
.o "If the school is a .co- payee,athe date the school endorsed the »
. - check; . - . )
\ . . o : . . 3 ]
° If the school -is a co- payee and the "student, endorsed the’

check prior 'to the school endorsement, the date of t e;j

d159051t1on of the loan, and . Bt

. ) l . R . o -

- ® The record of the " student s job placement, if the student
_ ‘ uses the institution's employment placement service.

{ : . : 0

The 1nst1tutlon must retain these records for five. years after a studenti'

graduates, withdraws, or fails to .enroll on at least a ‘half-time basis. ) :

E

§) Documentation of Dstursement Transactlonsfm\hél

/ t

" As indicated throughout this sectlon, federal regulations mandate'
certain fecord requirements. All disbursement transactions m@st be

documented. The 1nst1tut1on must ma1nta1n adequate records to pro ide a -
clear - aud1t trail.’ ' _ , _ _ g L
IS SRR F - .

There are some general record requ1rements for all of the campus-based
‘programs. The institution must keep general accounting. ‘ledgers and. related
~_accounts independent of other 1nst1tutlonal f1nanc1al act1v1t1es.'¢Theseﬂz

records must: Lt e - s
\ 1 - i :
\ ) .'Identlfy each- student's acco%nt ‘and- 1ts status, i.e.,- amounts :
' : awarded, d1sbursed, ‘etc.. (For SEOG, thxs 1ncludes initial™
and" cont1nu1ng grant amounts), ' "
\

: e Be reconclled at least monthly,.
. é\, ® .- ~Show the amount of need and how it was met,
) ; “,The‘student's elag1b1llty,. - ® b
. e -AIdénﬁifj,th \aldradministratOr uho'determined'thevstudent's

need; and ‘ _ o _—
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e - Contain a.copy of the acceptance or deé¢lination of an SEOG or
CW-S" award. ‘ r ' ' '
; S o ? S : .
" In addition, there' are specific requirements for the NDSL and CW-S
programs. For the NDSL Program, records must include, for each borrower, a *
repayment history which must state: : : ‘

¥

_\' . The date and am unt of each repayment; K
(N ) . o
R " © Y The amount of each payment applied-to principal and the
© '| amount applied to interest; : : - :
) . . “b i * 1 . ‘
® . Documentation of all contact.with the borrower made in the
* ' collection of an overdue loan; and . 7
" “’A n ‘ ‘ ‘ - »
: ) Copies of all correspondence with the borrower, or endorser} /
" except for routine billing and form letters. \
s For the CW-S Program, ;eéords must contain: . ﬁ o o ; ' _
J ) ' . : - . ' . : T T e
.. - ) ‘A signed certification that the .work was performed and
£, v« ‘ whether it was pe;formea-satisfactorily, and that the student
. € ~ earned the amount being pai¥d; - o .
Val : . \ . ) v’ N ) . - . 3
® A copy,of the student's time sheet; . A
) : X % : o , ) ' T
* ®  Acpayroll voucher that indicates all disbursements; and
. * : A record of non-cash ‘contribution ‘to show whether an -
-ﬁnstitution paid its share of the student's®earnings in the
form of services and-equipment. ’ ’ : C
\ . /‘ . K}
Verification of Enrollment §tatus J° : ' . ) ':>f

After registration is complete and claises begin, the enrollment status
of students who have been awirded financ#al aid must be monitored. = The
financial aid office and the fiscal office should verify with the
registrar's offfce that such studénts are actually enrolled, are attending
.Classes, and are registered for .the minimum required number of credit hours. -

-.. _Enrollment monikoring shofild not-be’considered only part of the
sconclyding phases|of the disbirsement process and.should be on-going- .
throughodut the term. This procedure verifies that students continue to
qualify for aid awarded and disbursed. Aid awards to “those students ‘who -
did not register must be cancelled. Aid awards made to students who did
«not register for the minimum required number of credit hours, o whg‘;f
‘withdrew, dropped out or were expelled Wwill also require review and may
require adjustment. The review and adjustment process is the ‘topic of the
next section of this publication. ’

-

2
>
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f SECTION TWO . L ?

’ ’ - o s .. .
. . ! . . e

To receive aid from the Title IV vaid programs, students must meet
general eligibility criteria set forth in the regulations., One of the
criteria indicates that students must maintain a specific enrollment status
to continue aid eligibility. 1If aided students withdraw, drop out, or: are-
expelled, their eligibility for aid may change. ' o ]

: ) C

Each institution partidipating in the Title IV ,aid programs is"
required, as a means of dealing with such occurrences, to have policies
which” evaluate the student's obligations to the institution, the amount of
aid that the student is entitled to rétain, the amount that is ‘to be
returned to the Title IV programs, and the amount” that is returned to non-
Title IV aid programs. The process of this evaluation of refunds and
. repayments 1s the~topic of this portion of this publication. In this
‘regard the term "refund" relates to any mone “applied against

'1nst1tpt1onal charges (i.e., dollars applied to the student's account) and
the term "repayment” relates to cash disbursements made directly to- the-

student for a551§€ance ‘with non-instltutlonal costS.n v P
' ¢ -

Refunds

-

/

: . P ‘ "
‘ .For students who receive financial aid and lat%f terminate their
enrollment (e.g., drop out, withdraw,: or are expellged), 'and who had -a
portion of their Title IV financial aid applied to their institutional.
charges, the regulations require institutional review to determirfe’ what
funds, if any, are to be refunded, 1In this context, for €urposes of .
Section 668.21 of the General Provisions regulations, .the «term "refund" may
be. defined as the amount paid for 1nst1tut1’nil/charges by a’id anﬁ/or cash
payments minus_ the amount retalned by the instution for the student's
actuad period of enrollment. ~ If all or a- portion of- the refund is
comprised sof f1nanc1al ;aid funds, thé applicable portion of the refund must
bi attributed to the approprlate Title IV programs. Thics does not mean to
, mply that, if the student/ 'did not receive financial aid funds, there- is né
®* need to determine if there is a refund. ~In. such an, instance, the
“calculated refund would be returned to the student, hoWever[ a detailed
"~ discussion of this top1C/1s beyond the scope of this publ1cat1on.

r/ 1

o . 4 .
PN SR -

S e J— , PR R .. " T - / . ) . )
Establishing an‘Institutional Refund Policy'- B N

v The institution should have a refund policy whic applies to all of its

- students who receive aid and terminate-their enrollment during the term.

Tt must be a written policy; it must be fair, equitable, and un1formly
applied; “and it must be disseminated to currently enrolled and prospect1v°
students. - : \ ' .

The regulatlons governing the Title 1V programs spell - out the formulas

‘o be used to determine the portion of the refund due the Title IV programs.'
However, . the régulations do not specify how that portion of the refund is

to be allocated among the various programs, except for’ the follow1ng'

¢

f’f";'zzzd, - |
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statements which appear in Section 668.21(b) (1) of the December 31, 198¢
Geneéral Provisions regulations: ~ |

"The institution shall develop written policies

allocating the Title IV portion of the refund to

the various Title IV programs from which the

student received aid. These policies shall be

applied on a consistent basis to all students

receiving Title IV funds."

Eadh participating institution needs to develop two policies. The

first relates tb the amount of the refund due to students who complete only
" a part of the academic term for which they were charged. The second policy
must address how refunds are to be allocated among the programs from which
the student .received aid. The only restriction in the regulation states
that: ' ' .

) "The portion of a refund allocated to a program may
not exceed the amount a student received fromthat T
program." (Section 668.21(b)(2) December 31, 1988
Federal Register.)

It is anticipated that the General Provisions will be further clarified

indicating that no portion of -«the refund may be allocated’ to the College
Work-Study Program. *\ T ‘

Requirements of an Institutional Refund Policy

n

. The institution's refund policy must conform with specific standards -
published by its nationally reggﬁnized accrediting agency. If noe such.

standards exist, the institution mdst adopt either:

2,
&,
e

- 1. 'The specific refund policy standards in Appendix A to Section
, 682.608; or .

4

\ g .
2. Specific refund,policy standatds set by another association

of institutions of postsecondary education and approved by_;

the Department of Education.

In an effort *to lessen the regulatory burden on-institutions, the:. .
postsecondary education community is developing guidelines in several areasi':
of mutual concern. The National Association of College and University -
Business Officers (NACUBO) established a set of standards on fair and
equitable refund policies that was accepted by the Department of Education

for use in the GSL program. These were published as Appendix A to 34 CFR

Part 682 in the January 16, 1981 Federal Register. The standards a:e”f

appropriate for all Title IV programs.

The complete set of standards was reprinted in the Federal Register. A
refund policy including at a minimum - numbers 6, 7 and 8 was considered by

the Secretary of Education to be a fair and equitable school refund policy. .

- . i

(1] . (S
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The guidelines, in brief, are as follows:

1.

?.

The governing board of the institution should review and
approve the schedule of all institutional charges and refund
policies applicable to students.

Institutions should seek consumer views in the process of
establishing and amending charge and réfund structures.

Institutions should publish a current schedule of all student
charges, a statement of the purpose for such charges, and
related refund policy and have them readily available, free
of charge, to current and prospective students.

Institutions should clearly designate all optional charges as
"optional™ in all published schedules and related materials.,
Clearly, charges that are mandatory and charges that are
optional must be plainly d1fferent1ated in all printed
materials.

Institutions shr .4 clearly identify charges and dep051ts,~“”ﬁ

that are nonret -hle as "nonrefundable" on all pub11shed
schedules.

Institutions should refund housing rental charges, less a
deposit, so long as written notification of cancellation is
made prior to a well-publicized date that provides reasonable
opportunity to make the space available to other students.

Institutions should refund board charges in full, léss a’J”"

depos1t, if written notification of cancellation is made
prior to a well-publicized date that falls on or before the

‘beginning of the term of the contract. Subsequent board

charges should be refunded on a pro rata basis less a
withdrawal fee.

The institution's tuition refund policy for an academic
period should include the following minimum guidelines: '

a. The institution should refund 100
percent of the tuition charges, less
a deposit  fee, if written
notification of cancellation is made
prior to a well-publicized date that
falls on or before the first day of
classes.

b. The institution should refund at
least 25 percent of the tuition
charge if written notification of

! withdrawal is made within the first
25 percent of the academic period.

The institution should assess no penalty chérges where. the
institution, as opposed to the student, is in error. The

24
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institution should make‘refunds in cases~where the
institution has assessed charges in error. ' : :

1. Institutions should advise students that any notification of

. withdrawal or cancellation and requests for refund must be in

- © writing and addressed to the designated institutional
officer. ' o y L - .

w1l. 1Institutions should pay or credit refunds due on a timely
basis. :
{ i i .
12. Institutions should pub11c1ze, as a part of their
U dissemination of information on_charges and refunds;’ that an
appeal process exists for students. or parents who feel that
1nd1v1dua1 circumstances warrant exceptions from published

policy. .The informational materials should include the namey.

title, and address of the official respons1b1e.

It is 1mportant that 1nst1tutions understand the'necessity for separate

polic1es as follows:

° The policy governing the determination of the amount of

refund due a student who completes only a portlon of a term

for which he/she has charged; and

] The policy regarding the allocation of. refunds among the:

programs.
e R SR : s
It is also necessary for these polic1es to be cons1stent1y applied.
Similar applicant circumstances should be treated in thejsame manner.‘

As an aid in developing ‘and constructing an 1nst1tutiona1 refund

policy, samples of refund p011CLes at different types of institutions
appear in-Appendix A. Keep in mind that  the determination: of an institu-

tional refund policy is, to a degree, a subjective act1v1ty.n While certain
policies and procedures are effective at one institution, they may not be"
effective at another.; These samples are provided for illustrative purposes

only. ‘
Calculation of Refunds o .- . <
To calculate the amount of refund due;the Title IV programs, the -
institution must know; . o K ¢ T
¢ The institutionalﬁrefund policy; ) |
) An itemization of the student;S’specific charges;_
® The student's*termination date; | | . -
o‘ The student s f1nanc1al a1d awards, and |
° The amount of financ1a1 aid app11ed against 1nst1tutiona1

charges. . . DU
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i
4

The actual’calcPlation'procedure involves four.steps: A
e Determine the dbllar amount of thq,refund;7
] \Determ{ﬁe the portioj?&f the refund to be returnedvto Title
: IV programs; . ‘ - o | e
® Allocate the’refundyamong the Title 1IV §iograms frbm which

tpe.student receivémeaid (not to exceed the amount
disbursed); and 3 ‘ i

. Allocate the remaining portion'of the refund.

-  26. . 238




‘Step One - Determlnatlon of refund amount :
O : . A
This step requires that the amount of the refund-_be determined

according to the institution's refund policy. (Figures' 1 and—2._provide
examples of credit hour and clock hour Qnstltutlonal refund policies’
respectively.) The amount of tuition and‘fees and room and/or board (if

- contracted with the institution) that the student actually was or will be
charged for thle portion. of the term which he/she attended must be
calculated. This amount. will be subtracted from the total of the student's
institutional charges that have been paid for the term. The result is the
amount of the refund

£l . E )t H N }
Flgure'14 Sample refund policy Figure 2: Sample refund policy '
for a credit hour® institution for a clock hour institution

° >Tu1t10n_and fees are refunded o . Tuition is- {efunded . based on ’the

according to %the following . 'percentage of clock hours comple-
schedule: : ~ted re' tive to the following sche-
. b o , oo dule: ~
Before the end of the R ' _ .
.registration period: 190% ||~ % total tuition
Within the first week: 80% % ¢lock hours- retained by
* Within the second week: 60% : completed institution -
Within the third week: 40% 7] , . 0%
. Within the fourth week: 20% o1 - 4,9% 20%
After the “fourth week: g . ) .5 -9.9% 30%
: - . 16 -14.9% | 40%
° Inst1tut10na1ly—contracted . 15 -24.9% { 45% .
' rooa\ and board are refundedj}]. -- 25 -49.9% 70% :
on a\\pro-rata“ basis of 15 50% and above . . 190% =
( weeks per term. -
. . N | ® The one time fee of $1G0 is nonre-
“The following are applicable - to fundable. .

the tepayment recalculation: : }
S The following are applicable to the
e Living expenses - (including repayment calculation:
off-campus _ room and board) _ :
are prorated based upon a 15]|f{ e Living expenses a¥e prorated based

week term (30 week academic: . upon the length of time the student

year) . ’ : attends. If a student attends any

: ;, portion of a week, the &ntire week

e Half of the academic . vyear -, 1s counted for purposes of prora-
allowance for books, supplies tion.

N >

and miscellaneous expenses is , ; .
considered to be used at, the ® Books, supplies and miscellaneous
. beginning of each term. C - expenses are considered to be in-~-
. _ . curred equally at the beginning of
: . each payment period (i.e., if there
are two 'payment periods, one-half
would be incurred at the beg1nn1ng
‘of each payment perlod)

N .- xRy | )




Step Two - Determination of Title IV portion

‘ : A

Step two in the refund calculation requires that the institution
determine what portion of thé refund (as calculated in step one) must be
"returned to the Title IV programs. This is accompllshed by multiplying the
amount determined in step one by the formula in Section 668.21 (a) (2), of “the
‘December 31, 1988 General Provisions regulatlons. The formula determ1nes
the fraction to be used. It is displayed in Figure 3° and illustrated in
Figures 4 and 5: .

Figure 3: Refund formula

Total amount of T1tle IV aid (minus work
earnings) awarded for the payment.period
Total amount of aid (minus work earnlngs)
awarded for the payment perlod

Total amount of Title IV aid would 1nclude any Pell Grant, . Nat1onal
Direct Student Loan, Supplemental Educational Opportunity Grant, Guaranteed.
Student' .Loans and PLUS loans as well as State Grants which 1nclude State.
S;udent,Incentive Grant funds. Although College Work-Study is asTitle 1V
‘program, it is excluded from the formula because of the fact that the

student must be paid for hours workedg o N 4
Figure ii Credit hour example' Flgure 5: Clock hour example °

Amount of-refund:“\/,, . 81,690 .|| Amount of refund: ,B ‘,. $ - 460
Title IV aid: - ’ $2,619 || Title IV aid: . _ . $1,988
Total aid: - " 83,019 - Total'aid' . $2,588
$2,619 : $1,988 : : .
§3.919 = 87% 57,588 = 17% : - ‘ g
$1,690 x .87 = $§1,4748 $460 x 7ﬂ = $354 : b o .
Title IV portion of refund: $1,478|] Title IV portion.of refund'r '$ 354

A payment period in the Pell, NDSL,[SEOG, and SSIG program% is
considered to be "a semester, trimester, or quarter" or for an institution
not using those academic periods, "the.period between the beginning and the
midpoint or. between the midpoint and the end of the academic year)‘

A

In regards to these definitions, the GSL and PLUS programs pose some
spec1al problems. In the context of GSL and PLUS, the term payment period
is generally thought of as the loan period itself. 1In sp1te of how the
loan may actually be disbursed, as a guideline for con51stency in the
agglxcatlon of the formula onl institutions might use 1n the formula,
“that pOIthn )f the GSL that 1s proportionate to the payant Period as
defined for the other Title 1V programs. For example, if dur1ng the Fall, -~
a student reckived a $2,588 GSL intended for use in, the Fall - and Sgrlng/.
terms and then withdrew during the Fall term, -the 1nst1tut10n might use’
$1,25@¢ in the. 7é?und formula. The specifics of the max1mum amount  which
may be attributed to GSL in such a case will be dlscussedlxn step three .

below. /

o s
- It should be noted that if the 1nst1tut10n is part1c1pat1ng in the Pell
Grant .Program under the Alternate Disbursement System, - ‘then' any Pell’ Grant»
funds awarded would be excluded from both the numerator and/the denominator

-of the equation. Total aid, Ii.e., the denominator of the equatlon, would

o f b . b { g | 28 ' 30 ' ; -
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" inclu’e &dny institutional scholarships, vocational rehabilitation, state
aid, etc. It is important to remember that payments made by the student or
the student's parents toward institutional charges are not included in the
refund formula. This is because the family contribution is considered to
be "used" before student aid. (However, in the attribution of the refund,
it is possible that a portion may be allocated to.the i}udent)

AN g

aStep Three - Allocation of refund to Title IV programs

Step three involves the allocation of the refund due the Title IV
programs among the programs from which the student:received aid. This
allocation is done according to institutional policy. (See Figures 6 and'7
for examples.) The polic¢y covering this area must be applied on” a
consistent basis to all students recéiving Title IV funds. ~(As noted
eartier, CW-S funds are excluded from the refund formula calculat1on
because stqdents must be paid for work they perform. - Therfe ’is no

~regulatory prohibition regarding the attribution of refunds to CW-S;
however, it is anticipated that. the General Provisions regqulations will be
further ckarified indicating that no port1on of the refund may be allocated
to the College Work-Study Program.) :

F1gure 6: Sample allocation pol- Figure 7: -+ Sample allocation policy
icy for a credit hour institution for a clock hour institution

The institution's allocatlon The institution's allocation policy is
policy is as follows' as follows: o .

- :

- lst to NDSL o - lst to SEOG . —
e 2nd to SEOG ° 2nd to NDSL
¢ 3rd to GSL : ° 3rd to .GSL T .
° 4th to Pell Grant : . ® ° 4th to Pell Grant "
e 5th to State Grant (includes.| | , S
SSIG funds) . : SN
®  6th to Institutional scholar- N _ . :
ship '

° 7th to Student/famlly ) !

[ .

Once. again, some d1scussion about GSL refunds is approptiate. It
should be -noted that Section 668.21(b)(3) Of the December 31, 1980 General
Provisions regulations contains a reference to the GSL and PLUS programs

~‘which indicates that-the port1on of a refund allocable .to GSL or PLUS shall

be returned to the student's lender. This reference does not mean that the.

refund must first be allocated to GSL or PLUS, or that the formula in

Section 682.610(b)(2) should be used in place of the formula delineated in

step two above. Rather, if, according ‘to the institution's reallocation

formula, a refund is attr1buted to GSL or PLUS, it must be returned to the -
student's lender.

~

The question now becomes, if the institution attributes a portion of
the refund to GSL, what is the maXimum amount attributable to GSL? 1Is, the .
‘‘institution bound by the amount included in the formula in step two above"
or can the institution refund-up to the maximum amount received by the
student and paid to the institution to satisfy institutional char¥ges? . In
.spite of what was used in 'the formula, the institution can refund to the -
lender up to the full amount received by the student and paid to the
institution for. satisfaction of institutional charges. Any GSL funds not
paid " to the 1nst1tut;/p for this purpose are presumably part of cash
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d1sbursed to the student to be used for non- 1nst1tut1on@l .costs and are
d1scussed 1n the repayment sectiond of this monograph.

If funds are returngd to-the NDSL Program.as a result of the
application of the refund formula, certain adjustments are recommended in

terms of the prom1ssory note. If a refund to NDSL is made with, the sairffe
award year, it is considered a reduction in the amount lent the note
should be revised to reflect the decreased amount.. The student. should

1n1t1al‘the changes. 1If the NDSL refund is made in a subsequent award
year,ait would be considered a reduction in loan principal (or pre-
payment), and the promissory note would rgqu1re no adjustment )

In develop1ng an attr1but1on policy, the inst'itution w1ll likely want
to take ihto consideration several factors. These include the need or
.demand for particular types of aid and the composition of the student body
among other things, The institution may choose to return funds to the1r
fixed allocation prggrams (i. e”‘%DSL or SEOG) rather than to the GSL or
Pell Grant progfams.. Tn determining 'the priority among the campus-based
programs, if the institution's SEOG fund is low but ample NDSL funds exist,
the institution «might choose to refund to SEOG first. Other possibilities
include: refunding +o~GSL first, as it is often viewed as the "least"
des1rable form of aldtgt\kefund1ng to loan programs 4(NDSL or .GSL) first, if
the composition of the student body is such that students “who ‘drop out are
‘unlikely to have the means to repay loans. Also, if SSIG funds are part of
the Title IV funds, there may be a prestribed. way of dealin§ with SSIG
funds according to the state/institutional agreementd It should be noted
that Seéction 668.21 of the General Provisions regulations does not prohibit-
the return of Title IV refunds.to the” SSIG Program according to the
aforementioned agreement, and the 1nst1tutlon s wr1ﬂten pclicies.

4 . e L

These factors are m%rely presented for cons1derat1on. It is not the
intent of this d#scussion to recommend or suggest spec1f1c attribution
policies, but merely to provide examples.

Though not required by federal regulations, after allocating the refund
to the Title IV programs, the institution will want to determine how to
distribute any remaining refund. This procedure should be written into the
attribution” policy: This step would be necessary only if the student
received aid from non-Title IV sources or if the student f(and/o the
student's fam1ly) contributed funds for the satisfaction of 1nst1tul§bna},
chargés. Any remaining refund would also@be dlstr15hted accord1ng to the
institution's pol1cy, with possibilities 1nclud1ng return1ng dollars to the
stuéent or to the non-Title IV a1d source. :

[

- Répayments R

Students who recéive financial aid and laterx terminate their enrollment
(e.g., drop out, withdraw or are expelled), and: who rece1ved ‘cash
disbursements of Title IV financial aid for payvment of their non=
institutional ,costs require institutional review to determine if there has
been an overpayment,_and therefore, if a repayment is required. . Thus,
repayment“rdes1gnates the amount that ‘a. student szt(repay, of the funds

he/she recéived in cash, that could not have reasonably been spent for non-. =

institutional costs dur1ng the port1on of the term that the student. was

wll Toxt Provided by ERIC




enrolled. Asfiwith refunds, repayments must{ be attributed: to the
appropriate Title 1V programs, according to institutional policy.

Establishing an Institutional Policy ¢

The institutional policy .regarding repayment applies to -students who

receive c¢ash disbursements of Title IV financial aid for payment of non- ,
institutional costs and terminate their enrollment during the :term. (In.

this r®dgard, "non-institutional” costs may include, but are not limited: to:
off-pampus room and board (if not contracted for with .the 1nst1tut10n),
books, supplies, transportatibn, and miscellaneous expenses. The
institution must establish a written policy. The allocation pollcy must be
unlformly applied; however, the method Jf calculating whether ‘a repaYment
is due may vary according to individual students' situations (e a
handicapped student might have additional expenses).

to e used to determine the amount of the repayment. However, the
regu ations do not specify how the repayment is to be allocated among the
various programs except for the follow1ng statements which appear in
Section '668.21(d)(l) of the Dlecember "31, 1980 General Provisions
regulations: ' : ) \

*\ghe regulations governingthe Title IV programs spell out the formulas

"The institution shall develop written
policies allocating the Titlé 1V portion of

y thes overpayment owed by the student to® the
various Title IV programs from which the
student received aid. These policies shall be
appl1ed on 'a consistent basis to all stgdents
receiving Title IV a1d" s o

(4 . ‘

The December 31, 1980 General Provisions regulations provide
information that an institution must use in determining.the repayment
policy. The following statement, which appears in Section 668.21(c),
deflnes one example of an overpayment' . ' ‘

]
"Any cash that an~1nst1tution disbursed to a
student for a payment period under any Title
IV program other than the College Work-Study,

. Guaranteed Student Loan or PLUS Program

becomes an overpaymengt if before the first day-
of classes of that payment period the student -
off1c1a11y withdraws, <drops out or 1is o”
expelled. : ' :

C % . ) ,

The institution must establish certain items before a determination can
be made as to whether an overpayment has been made and, therefore, whether
a repayment may be necessary. The institution must determine:

B '§'> The student?sAfinancialfaid awards; -,
S R LN . .
: o \ ‘
. ° The amount and composition of the student's cash
disbursément; : ' ' e :

™ ‘The student's termination date; and




™~ % . . ‘ A,
° The amount that could reasonably be spent on educational
expenses during the portion of ‘the term that the student was

enrolled. ) < T

As indicated in Section 668.21(c)(2) of the December 31, 1980 General®
Provisions regulations, if the student receives a cash disbursement of
Title IV aid (other than CW-S, GSL or PLUS) and terminates enrollment on or
after the first day of classes, the institution must determine whether the
student. received. an overpayment. To do this, the institution should use

the guidance found in Sections 668.21(c) (3) and 668.21 (c) (4) which state:

"In determining whether a student received an
overpayment for purposes of paragraph (c)(2)
of this section, and the amount of that
overpayment, the institution shall subtract s
from thke cash disbursed to the student for
non-inst:itutional costs, the non-institutional
co~ts tnat were to be paid by the disbursement
for the portion of the payment period during

which the student was> enrolled. Non-
institutional educational costs may include, A -
- but are mot limited to, room and board (if not

contracted for with the institution), books
and supyrlies, transportation and miscellaneous
expenses.. “

If a student drops out, th?\Enstitution shall
use the last recorded day of class attendance
by the student as the end of the student's
‘enrollment. However,"lf it is unable to
document: the student's last day of attendance,
any cash it disbursed, to that student for that
payment period is an overpayment."

.

The .institution should first determine the portion of the payment
period during wihich the student was enrolled which was covered bye¢the aid
‘award and the reasonable expenses for this portion of the payment period.
Each institution must determine what expenses are "reasonable." To make
this determination, the institution must ‘have a means of determining on
what basis the costs are incurred. Some expenses may be incurred at the
beginning of the semester or term (i.e., books and supplies) while other
expenses occur throughout the term on a regular basis. For the latter,
proration mlght‘be appropriate. ' This may be done in several ways,
including monthly proration, proration according to a published schedule or

proration according to the percentage of the term the student was enrolled.

An institution might also determine that all .of the cash payment to the
student was used up. If it is reasonable that all funds were used, there
would be no overpayment.) This determination is also made by the
institution. : I ' ‘ : ' . :

" Once the reasonable exbenses for the period of enrollment ‘have been

determlned the institution must subtract th1s amount from\the total cash

disbursed to the student for the payment perle~S The compdsition of the
_cash disbursement must be known prior to this_subtraction because any
GSL/PLUS funds (as well as any CW-S earnings) must be excluded. The
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resulting figure is the overpayment and from this, through the application
of the repaymont formula discussed in the following paragraph, the amount
of the student's repayment is determ1ned.

Once it has been determ1ned that-a student rece1vcd an overpayment,
that portion which must be returned to the Title IV programs must be
calculated. That|portion of any cash disbursed to a student which must be
returned to the Title IV programs is determined by multiplying the amount
of the overpayment by the formula in Section 668.21(c)(5)' of the December

31, 1980 General Provisions regulations, The formula 1is similar tg €
refund formula except that it excludes GSL. and PLUS loans as well he
work earnings, from both the numerator and the denominator. The la

determines the fraction to be used andwis as follows:
Total amount of Title IV aid (minus work ,
earnings and GSL ‘and PLUS loans) , : A
awarded for the payment period '
Total amount of aid (minus work earnlngs L . g
and GSL and PLUS loans) awarded for the
payment period. :

As with the refurd calculation, the final step ' in the repayment

" calculation requires the attribution of the repayment among the Title IV

programs. It should be noted that, as with the refund attribution, the

.total amount of the refund and repayment to a program may - not exceed the

amount the student rece1ved from the program.

At institutions which credit all aid to a student's account at one time
and then issue a check fo the student for any amount in excess of that owed .
to the institution, "'it may be necessary to have a policy which states in
what order (i.e., programs) aid is credited to a student's account. This ¢

'is a necessary step if the institution is to be able to determine what type-

of funds are included in cash disbursed to the student. An alternative
would be 'to assume that the cash disbursed to the student is -a
proportionate combination of programs. from which the student received aid.
Information on what funds are included in the cash disbursed to the student
is necessary because GSL/PLUS funds must be excluded from. the repayment
calculatlon.* :

o

NS

w

.Collection from the Student

The .institution is responsible for collecting any repayment from the
student and should have a written policy regarding the recovery of
repayments from students. The institutional responsibility for collection
includes billing the student, if necessary, and maintaining a receivable
account until the obligation is paid.

¥ In order to comply with the regulation, institutions must have a methodology (although

. not necessarily the methodolpgy described above)’ to determine the composition of cash
disbursements to students. Instltutlons which do jnot have such 2 methodology may be
,assessed liabilities beglnnlng with the 1984-85 award year.

¢
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: Until the obligation 1is repaid, the institution has/ other
responsibilities regarding requests for information by the student. The
dnst1tut10n must maintain records showing the repayment owed- and must
report this information to other postsecondary institutions via the
Financial. Aid Transcript. -The institution may also withhold Financial Aid
Transcripts or academic ‘transcripts as a result of a repayment owed,. if
such procedures have been stated as institutional policy. In addition, it
should be made clear to students that failure to resolve the overpayment
will impact on their ab111ty to receive future federal Title IV student
assistance at that institution.,

If & student owes a repayment of Pell Grant funds and has failed to
repay the amount due, the institution may refer the overpayment to the
Department of Educatlon for collection, ‘according to ‘the 1983584 Pell Grant
Validation Handbook, pages. 54-57, Per these procedures, thegDepartment of
Educéﬁ:on will attempt to recover overpayments if the follow1ng two-

conditions apply: - . _ N
\r{ !
] The oveérpayment was not made as a result of an 1nsb1tut1onal
error; and
- 7
° The instltution has .attempted to recover the overpayment.
Referral to the Department of Educatlon is appropr1ate 1f )
. \
® The 1nst1tut1on has established a repayment plan and the

app11cant has d1scont1nued payment, or

N g ® The applicant has never paid.

After a case has been referred, the institution has no further
responsibility other than to continue to withhold Title IV payments to the .
-student. The Department of Education will take no collection action on
cases involving.amounts less than $100; however, these students will still
owe their overpayment and w111JCOntinue to be ineligible for federal funds:
at the institution at which the overpayment occurred.

K}
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Thls appendix contalns five refund and repayment p011c1es
from various types of institutions. These policies are provided
for illustrative purposes only; they are not intended to be re-
garded as the "only" way to formulate such policies. Further, ‘ g
it should be kept in mind that these policies have been extracted
from institutional publications. Therefore, the policies may con-
tain terms unfamiliar to the reader but which would become clear
in the context of the publication from which the policy was taken.

: _ N

Once again, we would like to express our appreciation to
those of our colleagues who provided their refund and repayment
policies for inclusion in this monograph.
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State University A

Refund and Repayment Policiecs

Refund Policy. The refund policy for students withdrawing is out-
lined in the catalog under "Refund-of Fees" and ranges from a 90% (//’“

refund for the first and sccond wecks following the first day of
general registration to 50% of all refundable fees during the fifth
and sixth weeks following the first day of general registration.

Students on financial aid will not receive refunds until funds
representing financial aid awards have been applied back to the re-
spective accounts. Normally the refunds will bhe rcturned to programs
on a prorated basis and according to the components of a financial
aid package. NS

Financial aid is considered to be’ used first for direct educa-
tional costs -~ tuition and fees and room and board, if in Univer-
sity Housing. Therefore, if a student withdraws and is scheduled
to-receive a refund of tuition and fees, all or part of this refund
will be used to reimburse the.financial aid program(s) f£rom which the
student received funds. '

If the student received financial aid in excess of direct costs,
a percentage of this aid may be required to be repaid, the amount de-
pending upon how many days the student was enrolled and the amount of
aid received.

Repayment Policy. Some programs have specific repayment provisions
for students who-withdraw. If the refund is insufficient to cover
the required repayment, it will be the responsibility of the student

to make the necessary repayment. !

A student owing a repayment to any federally-sponsored student
aid program cannot receive any type of federally-supported student aid
disbursement for future enrollment periods unless’ repayment arrange-
ments have been made with the Financial Aid Office. N



State University B

Financial Aid Retund Policy

e w3 8

The University Catalog states that "A student who officially with-
draws from University courses may arrange for a refund of fees by
gubmi tting to (ho University Comptroller evidence of eligibility
for a rofund. ror those students ecligible for a refund, scmester
foos will bo rnturnud in nccordance with the following quhedule:

A. TFirst Refund pPeriod: All activity feces chargable to Spe-
cial Services and all other semester fees less $2.50. This
period ends on the twelfth day following the beginning of
Ceneral Registration.

B. Sccond Refund Period: 70% of all refundable fees. This
period ends on the fifth Priday following the beginning of
General Registration.

C. Third Refund beriod: 40% of all refundable fees. The last
refund period ends on the eighth Friday following the begin-
ning of General Registration.

J
, Since Financial Aid is expected to meet or help meet educational
costs, any tuition and fee refund, up to the amount of Financial Aid
received for that ‘semester or summer session, will be refunded to the
Financial Aid Program(s) from which the student received assistance/

To determine what amount of the refund will be returned to Title
IV aid programs and what amount will be returned to the Non-Title IV .
aid programs, the following formula will be used:

Title IV Refund = (Amount of Refund) x Title IV Aid Received
Total Aid Received

Non-Title IV Refund = Amount of Refund minus Title IV Refund

" In refunding monies to the various financial aid programs, the
following priority listings will be used:

A. Title IV Programs

1. National Direct Student Loan Program. (NDSL)
2. Supplemental Educational Opportunity Grant (SEOG)
3. Pell Grant
B. Non-Title IV Programs
1. State Grants
2 Institutional Loans
3. Institutional Scholarships and/or Grants
4 Private Scholarships
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State University B-continued S - C~
\ .

Under the priority listing for Title IV funds, the NDSL Program
was listed first for two basic reasons. First, it reduces the loan
debt of a student who is a high risk as far as defaulting on loan pay-
ments is concerned. Secondly, the money returned to the NDSL Program
‘can be reawarded to needy students for whom funding was not previously
available. The SEOG Program was listed second because money returned
to this program can also be awarded to students for whom funding was
not previously availableé. This is not true with respect to the pell
.Grant Program, as all students meeting the eligibility requirementsi .

of the Pell Grant Program will receive their award. ]
As for the noé—Title IV aid programs, the State Grant Program is

listed first because these awards are always based on need, and the

money returned to the State Grant Program can be reawarded to other

-studerts. Institutional Loans were listed next so that the debt of .

the withdrawing student could be reduced. Institutional Scholarships

" and/or Grants were listed ahead of Private Scholarships because the

Financial Aid Office has control 6vér part of these funds, and the
possibility of-the funds being regwarded is probably higher.




State Universitx(:

¥

. Refund and Repayment Policy.

-

Refund Policy. Federal regulations require a proportionate refund to

federal student aid funds (programs sponsored by U.S. Department of
Education). The federal formula used in deiermining the portion of
the fee ¥efund to be applied to federal student aid funds: <

o~

Refund Schedule’

total amount of federal student aid funds
(excluding employment) awarded for the payment- perlod

total amount of aid (excluding employmen%)

awarded for the payment period -

Your refund may ﬂ%:'ffected by‘prior:oblfgations you made

before withdrawin If you have issued a bad check for
enrollment fees, the refund will cover thﬁs obllgatlon
first. .

The portion of refund remaining will be distributed to aZXl.
federal aid programs not: to exceed the amount recelved ‘by

- the student.
Any remalnlng refund not attributed to federal funds by -
using the above formula.shall be apportioned to non-federal
student aid on a pro rata basis.
Refund distribution priority:

National Direct Student Loan

Supplemental Educatlonal Opportunlty Grant

Pell Grant

Guaranteed Student Loans/PLUS Loans

Other student aid programs .

Emergency . Student Loans

Student

N ok wN

_ -S8tudents who withdraw from STATE UNIVERSITY on or before the

©. sixth Friday. of classes during the fall or sprlng semes'ter, “or before

- the-third Friday of classes. dur1ng a summer session may be” ellglble
for a fee refund. . -

-~

Amount of Refund

'Time of Withdrawal . = Fall/Sprlng _ Summer
On or betovre-the first Frlday of classes - 100% ~100%
On or before the second Friday of classes 90% - 75%
on or before the third Friday of classes -80% . - 50%
On or before the fourth Friday of classes . 70% ? 0%
On or before the fifth Friday of classes - 60% - . 0%
On. or before the sixth Friday of classes ‘J} 50% , 0%
‘After the sixth Friday of classes = . © 0% N 0%

R 3
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' Repayment ‘Schedule

.
State University C-continued ' o -

Repayment Policy. The federal formula used in determining the pomtlon
of student aid funds (excluding employment and Guaranteed Student Loan
or PLUS Loan) to be returned to the federal aid program, not to exceed
the amount advanced for the payment period:

total amount of federal student aid funds (excluding employment
and Guaranteed Student Loan and/or PLUS Loan)
~awarded for the payment period
total amount of aid (excluding employment and Guaranteed
Student Loan and/or PLUS Loan) awarded for the payment perlod

S

The priority repayment for student aid funds is:
1. National Direct Student Loan

20 Supplemental Educational Opportunlty Grant
3. Pell Grant

Failure to repay the aid w111 encumber the student's academic and
flnanc1al aid records preventlng the student from re-enrolling or ob—

" taining a/flnanc1al aid transcrlpt.

., . )

- When a_ student w1thdraws before the seventh week of classes and -
received student aid funds which exceed the fees pald ‘the student may'

'be required: to return a portion of - the aid.

‘ ; Repayment Required
Time of Withdrawal : ‘'Fall/Spring Summer

On or before the first Frlday of classes 80% - - .80%
On or before the second Friday of classes . 60% 40% .
On or before the third Friday :of classes 40% ~ 20%
On or before the fourth Friday of classes 30% . 0.
On or before the fifth Friday of .classes 20% " 0%
On or before the sixth Frlday of classes - - 10% - 0%

After the sixth Friday Of classes . . 0% , . 0%

4
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Community College

Policy for Repayment of Title IV Grant and EOP”Grant Programs

1. Grant nontuition repayment will be requ1red according to the
following schedule.
A. . 100% repayment for withdrawal prlor to first day of aca-~
demi:c term.
B. 25% repayment for withdrawal durlng flrst week of .academic
term.

o The nondirect costs incurred by the student durlng the flrst
- week of the term total 75% of the first disbursement. Students
' receive flnanc1al warrants on a monthly .basis. 'Units are moni-
tored prior to each disbursemént. Warrants are cancelled for
‘nonenrollment or fewer than 6 credits. SR
2. Tuition refunds 1nvolv1ng Tltle Iv grants and EOP grants will
be refunded so the ‘appropriate college account as’' follows:
90% duflng the. first week of instruction
75% durlng the second week of instruction
«50% during the third week of instruction )
25% durlng the fourth week of instruction
Summer -session refunds involving Title IV grants and EOP grants
will be refunded as follows:
\90% during the first week of instructio
50% during the second week of instructign

v
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4 » Technical School

o
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Cancellation and Refund Policy/Enrollment Agreement Policies

"Where prepayment arrangements are agreed to, it must be understood

that this is only for the financial conveniencde of the student. It
is not to be int rpreted as payments for any time period. ‘In ac-
cepting applicatibns, TECHNICAL SCHOOL -commits the school to furnish
a complete trainihg program with all the facilities,-staff and equip-
ment necessary to train the accepted applicants. -Accordingly, ‘having
made such a %ommitment, there exists the- following refund policy:

The school realizes that conditions do.arise that cause changes
in plans and attitudes of prospective enrollées. Under such circum-
stances provisions for cancellation!should be made. Therefore, '
Please consider the following methods of cancellation and school's
refund policy. ‘ '

A. Full refund of all monies paid if applicant is rejected by .

/ the school prior to commencement of studies. o T
B// An applicant not requesting cancellation by his scheduled . o
starting date will begtonsidered a student. Such a request ..

must be made by registered letter, by the student, direct#d

to the school. - . - B ‘

C. A -student cancelling this agreément within ten (10). busi-

- ness -days of signing of this agreement .will be refunded all
monies remitted. ‘Saturday is.considered a business day
by 'TECHNICAL SCHOOL. o L ~ ;
D. A student cancelling this agreement after ten (10) busi-
ness days have passed, but prior {to the beginning of the
resident training, must pay/ $100.Q0. . A1l additional monies
shall be refunded in accordance with specific State Laws.

E. " A student who starts class and officially withdraws ‘during

o the first  calendar week of the quarter: (12 weeks) shall be
granted a‘feﬁund of 75% of the tuition cost of that spe-

: cific quarter. ' - a . o

F. ‘A student who officially’ withdraws during the second calen-- -

dar week of the quarter (12 WeekS)'sﬁall be granted.a-re-
fund of 50% of the tuition cost of that specific quarter.

G. A student who officially withdraws during the third calen-

dar week of the quarter (12 weeks) shall be granted a re- - "
fund of 25% of the tuition cost of that specific quarter: . ™
H. A student who officially withdraws beéginning with the fourth .
calendar week of the quarter (12 weeks) will not be enti-
tled to a refund of any portion of the tuition collected
for that specific quarter. . S , .

I. Official withdrawal for refund purposes is the date of ter-
mination and is defined as: ' ‘ o '
a. The last day of. attendance if the. student is. terminated

by the school; or: : S
b. The date of receipt of written notice of withdrawal
- from. the student. ' : :

<>
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TechnicaIJSchool - contihued

¢

J. Refunds shall be returned to the student within thirty (30)
days after receipt of a written request or termination by
the institution. ' v :

K. A student acknowledges, by his signature on the School
Enrollment; Agreement, that he can provide funds needed for

v room and Board during the period of .training.

* . TN
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Calculation of Refunds and Repayments
at Traditional Institutions

Sample Case Studies
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"Fact Sheet -

The 1nst1tut10nal 1nformatlon which follows is de51qned to be
used 1n conjunction with the "Student Information" contained later
in this appendix to calculate the appropriate refund and/or Yepay-
ment.

g

Institutional Refund/Repayment Policy

° Tuition and fees are refunded accordlng to the follow1n§\\<
‘ schedule 4 < , . 3
. . » N
Before' the end S6f the registration period = ' ©100% bu\f
Within the first week . . 80%. N
Within the second week ‘ R - 6o% - ¢
Within the third week . ‘ o 40%
Within the fourth week . ' o ; . 20%
After the fourth week: ' L 0%
. o Institutionally-<contracted room and board are refunded onag
v :  pro rata basis of 15 weeks per term.
. - . ) .
e . Living expenses (including off-campus room and board) ‘are pro-*
: rated based upon a 15 week term (30 week academlc year)

o Half of the academlc year allowance for books,. supplles and
miscellaneous expenses is considered to beg used at the begln-
ning of each term. :

| Aliocation Policy

_ o : ) . .

' “The institution's allocation policy is, as follows:

e  lst.to NDSL ‘ | |

° 2nd to SEOG - ' . ot

o 3rd to GSL u C I L

o 4th to Pell Grant - . } : IR

x 5th to State Grant ST S -

) 6th to Institutional. Scholarshlp -

°. 7th to Student/Famlly : B

- Cost of Attendance for,Academic Year
e  Tuition and fees o . : : ' . $3,600
° “Room (on- campus) : 1,050
" ® Board . S 1,150

® Books, supplies and mlscellaneous ‘350

) . Transportation - . , ‘ 600 @

e Personal _ - . .- 1,200 .

Total - 4 | IA . ) ;l : : “$7)350, ’
[
S
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ﬁhst Sheet - continued

&

Paymeht and Application of Aid .

e " all students receive one-half of their total academic year
awards at the beginnihg of each semester. '

o Aid is first applied toward,tuition and fees, then toward ¢
institutionally-contracted room and/er board charges. \ :

° Remaining balances are returned to the student. j

- e a o - ‘y
"’ L3 * . o
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Student Information ¢

s N

/' N
Assume.all of the follow1ng s+udent reside on-campus in
-institutional housing and do not contract with the institution for
board. \ .
‘ - N\
Student A Y

Y

Aid awards for the academic year:

® SEOG U \ B $ 600
° NDSL. - 950
° CW-$ y | : 1,000
® Pell Grant N - - - 1,188
® Guaranteed Student Loan - o, 2,500 -
° Institutional Scholarship : 800
Total Aid ' : : §7 ,038

Student A withdraws durlng the second week.of school. This student
’ ha§ received one-half of his GSL at the time of w1thdrawal

- Student B
. Aid awards for the academic year: ' .
¢ . - ‘ . '
° SEOG ‘ T $ 600
® - NDSL ‘ ' 1950
® CwW-S ' ' L 1,000
® Pell Grant ' © 1,188
[ Institutional SChOlarShlp ' o 800
Total Aid © | | . $4,538
Student B also withdraws during the ‘'second week of school.
Student C . - S s
Aid awards for‘the academic year: ‘
. . . - R -0 ) . ) . '. O
®  State Grant (includes SSIG) . . $1,000 ,
®  Institutional Scholarship : 600
Total Aid - o S $1,600

' Student C withdraws durlnq the third week of school. : | 7-,FE




Solutions

Student A

o fhe first step involves the Jd:termination of the amount of the
refund. The refund for tuition a-.? fees is calculated as follows:

. -
&

$1,500 x .60 = $900.
Thus,. the refund for tuition and fees is $900.

The refund for rnstltutlonally ~contracted room'charges is cal~
culated by determining a weekly amount ($1,050 + 2 = $525 + 15 =
'$35). This weekly amount ($35) is multiplied by the number of weeks
- used (2) and then the result ($70) is subtracted from the total paid

for. the term ($525). The result,. $455, is the amoupt of the room
refund. : o

: The total refund is the sum of the tultlon ‘and fees refund and,
the room refund: $900 + $455 = $1,355. .

@ The second step requires the institution to determine what por-

tion of the total : -+ . ($1,255 in this case) is allocable to the

. Title IV programs. :iits is done through the use of the follow1ng

formula: .

. , ’ total amount of T1tle IV aid (mlnus work

Refund due x ~earnings) awarded for the payment period
total amount of aid (minus work earnings)

‘awarded for the payment'period

Appllcatlon of thls formula y1elds the T1tle Iv portlon of the
refund, The calculation follows ,

s1,355 x $300(SEOG) + $475(NDSL) + $594(Peil) + $L;250(GSL)
$300(SEOG) + $475(WDSL) + $594(Pell) + $1,250(GSL) +
$400(Inst1tutlonal Scholarship) : '

. $1,355 x $2,619 = $1,175 -
- $3,019 . :

‘Therefore, $l l75\of the $1,355 is “due back to the Tltle IV
programs )

[  The third step requlres the attrlbutlon of the $1, 175 among then
. Title IV programs. This is done according to the institution's pol—
icy. 1In this case, the $l,175 refund, is attributed as follows:
$475_ to NDSL' '
$300" to SEOG .
$400 to GSL 3 ‘
: - The rema1n1ng $l80 would be returned to the Instltutlonal Schol—w”
"arshlp fund

A
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Solution, Student A - continued %

® With the refund calculated and allocated, the next step is to
determine if the student received an overpayment. After the insti-
tutional charges of $2,025 ($1,500 in tuition and fees and $525 in
room charges) were satisfied, the student received a cash disburse-
ment of $994. In determlnlnq if the student received an overpay-
ment, the institution must first make certain that any GSL funds are
extracted from the cash disbursement. This institution does not have
a prescribed order for applying funds to students' accounts, there-
fore the institution must determine e amount of GSL funds in the .
cash disbursement| by calculating the pXoportion of GSL to total aid.
The formula takes| into account the amount of GSL the student actually
received during the payment period. This is illustrated by the fol-
lowing: 1

Cash disbursement x total GSL award disLursed in'payment period
: total amount of ‘aid (minus work earnlngs)
- dlsbursed in payment perlod

L $994 x $1,250 - = $412 \
- $3,019 - - A
. ' S ) '
Thus, the GSL portlon of the cash disbursement is $412 This

amount should be subtracted from the cash disbursement. The result,
$582, is the, cash disbursement from whlch any overpayment will be
determlned

.

@ The next step is to estimate the other expenses incurred during
the period of attendance. The institutional refund policy indicates
how - non-institutional charges are prorated. Living expenses are pro-
rated on a weekly basis based on the fact that the cost of attendance
is predlcated on two 15 week terms. Thus, a weekly cost could be
approximated for these fexpenses. These weekly costs, multiplied by
the two .weeks the student was enrolled are as follows:

1

Board \ $_1,150 < 2 +15=9538x 2 =876
Transportation ' $ 600 % 2 + 15 =520 x 2 = $40
Personal ' $1,200 ¢+ 2 + 15 =540 x 2 = 380
Total costs incurred for 2 weeksﬂ' | ) $196

In addltlon to these evenly 1ncurred expenses, it is assumed ac-
cordlng to the institutional refund p011cy ‘that the books, supplles,
and miscellaneous allowance for the term is considered to be used at
"the beglnnlng of the term. This allowance, $l75 added to the student's:
other living expenses of $196 y1elds a total of q371 for indirect edu-~ 7
cational expenses.
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~Solutioh, Student A - continued

-

i’ .
Subtraéting this amount ($371) from the cash disbursement of $582
results in a total overpayment of $211.

° The portion of the overpayment which is allocable to the Title IV
programs is determined through the use of the following formula\

v p . total amount of Title IV aid (exclusive of wérk
Overpayment x earnings & GST.,/PLUS) awarded for payment perlod

total amount of aid (exclusive of work earnlngs :
T & GST/PLUS) —awarded - for- payment—period "“‘*’“”‘*‘—”_\\

"Application of this formula yields the following:

$211  x $300 (SEOG) + $475(NDSL) + $594 (Pell) N\
$300(SEOG) #+ $475(NDSL) + $594 (Pell) + B
$400(Institutional Scholarship)

$211  x $1,369 = $163 o~ | | |
1,769 5 o y
Therefore, $163 of the repaxgent is due‘back to the Title IV
~ programs. . = 7 nent

e . As with, the refund calculation, the flnal step in the repaymentz
calculation requires the attribution of the $163 among the Title IV
programs. According to the institution's pollcy, all of the money

would go back to the Pell Grant Program. This is because the refund &
attribution totally repaid the NDSL and SEOG programs, and GSL, the

third program in the attrlbutlon pollcy, is excluded from the repay-

ment formula. \

_ The remalnlng $48 would be returned to the Instltutlonal Scho&ar—
ship fund.

J




Student B

° The first step involves the determination of the amount of the
refund. The refund for tuition and fees is calculated as follows:

$1,500 x .60 = $900.
Thus, the refund for tuition and fees is $900.
The refund for 1nst1tutlonally -~contracted room charges is cal-~

culated by determlnlng a weekly amount ($1,050 ¢+ 2 = $525 = 15 = $35), e
Thls weekly amount is multiplied by the numbei Qﬁ_weeksmused_iSB5_x_________

= $70) and then/the result ($70) is subtracted from the total paid
for the: term ($525). The result of this subtractlon, $455, is the
amount of the room refund. .

The total .refund is the sum of the tuition and fees refuﬁd and
the room refund: $900 + $455 = $1, 355,

° The second step requires the institution to determine what -por-
tion of the total refund ($1,355 in this case) is allocable t- the
Title IV programs. This is done through the use of the following
form : -
' total amount of Title IV aid (minus work
Refund due X earnings) awarded for the payment period
total amount of aid (minus work earnings)
awarded for the payment period

Application of this formula yields the Title IV portlon of the
refund. The calculatlon follows:

$1,355 X $300(SEOG) + $475(NDSL) + $594 (Pell) -
$300(SEOG) + $475(NDSL) + S594 (Pell) + :
$400(Institutional Scholarship)

$1,355 . x  $1,369 = $1,049
S1,769

" Therefore, $1,049 of the: $l 355 refund is due bac? to the
Title IV programs.

° The third step reqULres the attrlbutlon of the Ql 049 among ‘the
Title IV programs. This is done- according to the institution's pol-
icy. . In this case, the $1,049 refund would be attributed as follows:

475 to NDSL o |
1$300 to SEOG o ' : -
'$274 to Pell Grant

The remalnlng $306 would be returned to the Instltutlonal Schol- '
arship fund




Solution, Student B - continued

N

® .The next step is to determine if :he student received an over-
payment. In thls case, all of the student's financial aid was applied
to his:account for satisfaction of institutional charges. The student
received no cash disbursement, therefore, there is no oVerpayment.

® If there had been an overpayment the portion of the overpayment
allocable to the Title IV programs would be determined through the
use of the following formula: : ‘ ‘ i

total amount of Title IV aid (exclusive of work
Overpayment x earnings & GSL/PLUS) awarded for paymentgperlod.
' total amount of- aid (exclusive of work earnings

& GSL/PLUS) awarded for payment perlod

® . As with the refund calculatlon, the final step in the repayment
calculation requires attribution of the overpayment according to the
flnstltutlon s policy. :

o

(V23
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Student C ' ‘ ‘ :

@ ./ The first step involves the determination of the amount of the

e

refund. The refund for tuition and fees is calculated as follows:
$1,500 x .40 = $600,

Thus, the refund for tuition and fees is $600. N
The refund for institutionally- ~-contracted room charges is cal-
culated by determlnlng a weekly amount ($1,050 ¢ 2 = $525 ¢ 15 = $35).
This weekly amount is multiplied by the number of weeks used ($35 x 3
= %105). and then the result ($105) is subtracted from the total paid
for the term ($525). The result of this .subtraction, $420, is the
amount of the room refund. :

The total refund is the sum of the tuition and fees refund and
the room refund: $600 + $420 = $1, 020. 5
° The second step requires the institution to determine what por-
tion of the total refund ($1,020 in this case) is allocable to the
Title IV programs This.is done through the use of the following
formula:
. _ total amount of Title IV aid (mlnus work
Refund due x earnings) awarded for the payment pericd
total amount of aid (minus work earnings)
awarded for the payment perlod

Appllcatlon of this formula yields the Title IV portion of the
refund. The calculation follows:

$1,020 x $500 (State Grant: includes SSIG funds)
$500 (State Grant: includes SSIG funds) "+
$300 (Institutional Scholarship)

$1,020 x $500 = $638
$800 ' _ .
Therefore, $638 of the $1,020 refund is due back to the Title IV
programs. ) ' o
° The third step requires the attribution of the $638 amOng the .

Title IV programs. This is done accordlng to the institution's pol-
icy. 1In this case, the $638 refund is attrlbuted as follows:

$500 to State Grant

The student received only $500 in Tltle IV funds. Therefore,
$520 still remains to be refunded. O©Of this $520, $300 would be re-
turhed to the Institutional Scholarship fund and $220 would be re-
turned to the student.

a6




Solution, Student C - continued

4

o The next step is’ to determine if the student received an over-
payment. In this case, all of the student's financial aid was applied
to his account for satisfaction of institutional charges. The student
received no cash disbursement, therefore, there is no overpayment.

‘e If there had-been'an overpayment, the portion of the overpayment
allocable to the Title IV _programs would be determined through the use
of the following formula: -

total amount of Title IV aid (exclusive of work
Overpayment x _earnings & GSL/PLUS) awarded for payment period
' - ' total amount of aid (exclusive of work earnings
& GSL/PLUS) awarded for payment period

-

® As with the refund‘calculation, the final step in the repayment
calculation requlres the attribution  of the overpayment accdrdlng to
the institution's policy.
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FFact Sheet:

The institutional information which follows is designed to be
used in conjunction with the "Student Information" contained later
in this dppendix to calculate the appropriate refund and/or repay-
ment. ‘

§

L

Institutional Refund/Repayment Policy

° Tuition is refunded based on the percentage of clock hours com-
pleted relative to the total number of hours in the program,
according to thesfollowing schedule:

$ of total-tuition

% of clock hours ccmpleted retained by institution
0 -~ 0%
1 - 4.9% 20%
5 - 9.9% 30%
10 - 14.9% _ 40%
15 - 24.9% . » 45%
) 25 - 49.9% 70%
- 50% and above 100% -
® The one time fee of $100 is nonrefundable.
e Living expenses are prorated based upon the length of time the

- student attends. If a student attehdS‘any portion of a week,
the entire week is counted for purpouses cf proration.
! . . - . - :
® Books, supplies, and miscellaneous axpences are considered to
) be incurred equally at the beginning of each payment period
(i.e., if there are two payment periods, one-half would he in-
curred at the beginning of each payment pericd).

Allocation Policy

The institution®sjallocation policy is as follows:

) 1st to SEOG , . .
e 2nd to NDSL. ' : T
® 3rd to GSL

e 4th to pell / N

"Program/Academic Year Length

§ ® These students are enrolled in a 900 hour.program@mw i
® Full time status in this program is 25 hours per week.
® The academic year at this institution is 900 hours.




Fact Sheet - continued . | ol

]

". Cost of Attendance for Program

Tuition ‘ - $2,300

o
9 Nonrefundabia fee (one time) 100
® " Room and board (not contracted with the 1nst1tut10n) 2,500
® Books, supplies, and miscellaneous ‘ } 3007
® Transportation . 400
» Personal Fxpanses ‘ . 1,000
R )]
T b ¢ S
ota . _ ; $6,600

Payment. and Application'Of Aid

® The student is obllqated for the total amount of tuition at the
time of initial enrollment. Tuition can be paid in equal in-’
stallments at. the beginning of each payment period. These stu-
dents take advantage of this payment option.

® The $100 fee must be paid at the tlme of the first tuition
payment. . t
e - Aid is cre&ﬁted to the student's account at the beginning of
each payment perlod- remaining balances are returned to -the
student.
® "Each payment period is 450 hours.
L
N
“\.
.

3,45
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- Student D

S

Student Information

Assume all of the following students reside off-campus and have
no contractual arranqements with the institution for room or board.
They are all enrolled in the same program.

Aid awards for the program:

CW-S - }
SEQG

NDSL

Pell Grant

Private Scholarship’

S
II -

motal Aid N
}

$1,000
800

700

976
1,200
1,500

~¢6,176

N
Student D enrolls as a “full-time’ student aﬁ% withdraws after com-

pleting 144 hours.

N
Studerit E

Aid awards for the program:

2N

Student F withdraws after completing 176 hours as a full-time. student.

Student F

CW-S

SEOG

NDSL

Pell Grant

Private Scholarship

Total Aid

Aid awards ‘for the program:

Pell Graht
GSL - .

Total Aid

" Student F'

full-time

He received one-half of -his GSL.

$1,000
800
700

976

2,000

$5,476

— ’—’-/ /
\ $ 976
2,500
$3,476\;))
i

s GSL lender dlsburses the entire $2,500° ﬁurlnq the Elrst
week of school. Student F w1thdraws after

student

completlng 34 hours as a

“»,
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Solutiens

Tl

Student D

® .The first step involves the determination of the amount of the
total program charges obligated that the institution is allowed to
retain if the student, drops out before completing the course. This
institution has a refund policy whHich is expressed in terms of the

a“'percentage of clock hours completed relative to. the totalﬁnumber of

clock hours in the program. The percentage of the course thls stu-
dent completed must be calculated is follows: >

144 hours completed = 16%
900 hours in the program '

Because this student completed between 15 - 24,9% of the clock
hours in the program {(or 16%), the institutien is entitled to retain
45% of the total proqram costs. _ Thus,

$2,300 . .45 = $1,035. .
In addltlon, the institution also retains the $100 fee:;
~ therefore, -

$§1,035 + $lOO = $1,135.

® To determine the total amount of the refund and subsequently, the
portion of the refund allocable to the Title IV programs, requires a
determination of the charges paid to date. This student paid half of
the $2,300 tuition charge and all of the nonrefundable $100 fee. Thus,_

{;

. $2,300 ¢+ 2 = $1,150 + $100 = $l 250

. The amount of the refund due is the difference between the amount
paid to date ($1,250) and the portion of the program charges the in-
stitution is allowed to retain ($1,135). The total amount of the re-
fund is determined as follows:

'$1,250 - $1,135 = $115.

e  The next step requires the institution to determine what portion
of the total refund ($115) is allocable to the Title IV programs. This
is done through the use of the follow1ng formula
=

. total amount of Title IV aid (minus work
Refund Nue x _earnings) awarded for the payment period
' ' total amount of aid (minus work earnlnqs)

awarded . for the payment perlod

e

-
&

- C-4
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ERIC

wll Toxt Provided by ERIC

-

Solution, Student D - continued N]

Application of this fqrmula yields the Title IV portlon of the
refund. The calculation follows: :

$115 x $400(SEOC) + $350 (NDST) + $488(Pell) + $750(GSL)
§400 (STOC) + $350 (NDST) + %488 (pell) + &750(CSI) +
$£600 (Private Scholarship)

LR

§115 x $1,988 = £88
$2,588 [
mherefore, ¢88 of the $115 refund 1@ due back to the, Title IV
programs. ' } f :
) The final step in the refund calculation requires the attribution
of the $88 among the Title IV programs. - This is done according to the
institution's policy. 1In this case the entire $88 would be returned to

the SEOG Program.

The rema1n1ng 227 could be returned either to the Private Scholar-

“ghip donor or to the student .
: )

© . With the refund calculated and allocated, the next step is to de--
termine if the student received an overpayment. After the institu~
tional charges of $1,250 (£1,150 in tuition and the '$100 nonrefundable
fee) were satisfied, the student received a cash disbursement of
$1,338. In determ1n1nq if the student received an overpayment, the
institution must first make certain that any GSI. funds are extracted
from the cash disbursement. ™This institution does not have 'a pre-
scribed order for applying funds to students' accounts, therefore, the
institution must determine the amount of GSI. funds in the cash dis-
"bursement by calculating the proportion of GSIL to total aid..- The
formula takes into account the ‘amount of GSI, the student actually re- .
ceived during the payment period. This is illustrated by the following:

Cash disbursement x total GSI award disbursed .in payﬁent period
' total amount of aid (minus work earnings)
disbursed in the payment period

$1,338 x _$ 750 =388
$2,588 o

Thus, the GSL portion of the cash disbursement is $388. This
amount should ke subtracted from the cash disbursement. The result,
$950, is the cash ‘disbursement from which any overpayment will be de—
term1ned

Y

.- The next step-is'to estimate the other expenses incurred during

that living expénses)\are prorated on a weekly basis.  BRased upon ‘a
‘weekly schedule.bf 25\hours per week, and the fact that the student
completed 144 hours prior to withdrawal, this student attended approx-="
imately six.weeks. The.cost of attendance is predicated on nine

months or approxifiately 36 weeks. ‘Using this information, weekly costs
for room ang.board, personal expenses, and transportatlon can be de-
termined. %Ee§e weekly costs, multlplled by the six weeks the student

the period oﬁlat;eﬁdaice The institutional refund policy indicates

. was enrolled are as follows



Solution, Student D - continued

\

Room and board $2,500 + 36 = $69 x 6 = $414
Transportation $§ 400 + 36 = S11 x 6 = $ 66
Personal FExpenses $1,000 5 36 = $28 x 6 = $168
Total costs incurred for 6 weeks : $648

Further, according to institutional policy, it is assumed that
one~half of the books, 'supplies, and miscellaneous allowance for the.
program is incurred at the beginning of each payment period. Thus,
this student incurred $150 in these expenses.

This allowance of $150, when added to the student's other living
expenses of $648, results in a total of $798 for indirect educational
. expenses. Subtracting this amount ($798) from the cash-:disbursement

" the student received ($950) yields an overpayment of $152.

‘o The portion of the overpayment which is allocable to the Title
IV programs is determined through the use of the following formula:

total amount of Title IV aid (exclusive of work

Overpayment X earnings & GSL/PLUS) awarded for payment perlod
total amount of aid (fexclusive of work earnings
& GSL/PLUS) awarded for payment period

Application of this Fformula yields the following:

$152 ™ x $400(SEOG) + $350(NDSL) + $488(Pell) .
¢ $400‘(SEO(;‘3 + S$350(NDSL) + $488 (Pell) +
: : $600(Private Scholarship)

$152 x $1,238 = $102
T§1,838

Therefore, $102 of the repayment is due back to the Title IV
programs.

fo As with the refund calculatlon, the final step in the repayment
calculation requires the attribution of the $102 among the Title IV
programs. According to the institution's policy, all of the money
would be returned to the SFOC Program. )

The remaining $50 could be returned to either the Private Schol-
arship donor or the student.

"




§éudcnt Q

° The first step involves the determination of the amount of the
total program charges obligated that the institution is allowed to
retain if the student drops out before completing the course. This
institution has a refund policy which is expressed in terms of clock
hours completed relative to the total number of clock hours in the
program. The percentage of the course this student completed must
be calculated as follows: :
. 7 ; \

176 hours completed = 20%
900 hours 1n program

Because this student completed between 15 - 24.9% of the clock
hours in the program (or 20%), the institution is entitled to retain
45% of the total: program costs. Thus,

$2,300 x .45 = $1,035.
In addition; the institution also retains the $100 fee; therefore:
$1,035 + $100 = $1,135.

X ) To determine the total amount of the refund and subsequently,

the portion of the refund allocable to the Title IV programs, requires
a determination of the charges paid to date, This student paid half
of the $2,300 tuition charge and all of thc nonrefundable $100 fee.-
Thus,

$2,300 3+ 2 = $1,150 + $100 = $1,250.

i The amount of the refund due is the difference between the amount
paid to date ($1,250) and the portion of the program charges the in-
stitution is. allowed to retain ($1,135). The total amount of the re-
fund is determined as follows:

$l,2§0 - $1,135 = $115. i i

® The next step requires the institution to determine what portion

of the total refund ($115) is allocable to the Title IV programs.

This is done through the use of the following formula:

total amount-of Title IV{aid_(mindébwork \

Refund due x. earnings) awarded for the payment period

total amount of aid (minus work earnings).
awarded for the payment period

Application of this formula yields the Title IV portion of the

refund. ~The calculation follows: .

«




Solution, Student FE - continued

$115 x _$400(SEOG) + $350(NDSL) + $488(Pcll)
$400(SEOG) + $350(NDSI) + $488(rell) +
$1,000(Private Scholarship)

$115 x $1,238 = $64

Therefore, $64 of the $115 refund is due back to the Title IV
programs,

° The final step in the refund calculation requires the attribu-.
tion of the $64 among the Title IV programs. This is done according
to the institution's policy. 1In this case the entire $64 would be
returned to the SEOG Program.
P
The remaining $51 could be returned either to%the Prlvate Scho]—
arship donor or the student.

° With the refund calculated and allocated, the next step is to

determine if the student received an overpayment. \After the institu-
tional charges of $1,250 ($1,150 in tuition and $100 in nonrefundable
fee) were satisfied, the student receiyed a cash disbursement of £988.

® The next step is to estimate the other expenses incurred during
the period of attendance. The institutional refund policy indicates
that living expenses are prorated on a weekly basis. . Based upon a
weekly schedule of 25 hours per week, and the fact that the student
completed 176 hours prior to withdrawal, this student attended approx-~
imately 8 weeks. The cost of attendance is predicated on nine months
or approximately 36 weeks. Using this infoimation, weekly costs for
room and board, personal expenses, and trarsportation can be déter-
mined. These weekly costs, multiplied by the 8 weeks the student was
enrolled, are as follows:

Room and board $2,500 + 36 = 569 x 8 = §$552
Transportation $ 400 ¢ 36 = $11 x 8 = S 88
Personal expenses ' $1,000 + 36 = $28 x 8 = $224
Total costs incurred for 8 weeks $864

Further, according to institutional pollcy, it is assumed that
one-half of the books, supplies, and miscellaneous allowance.for the
program is incurred at the beginning of each payment period. Thus,
this student incurred $150 in these expenses.

_ " This allowance of $150, when added to the student's other living
“expenses of $864, results in a total of $1,014 for indirect educa-

" tional expenses. This exceeds the cash payment of $988, thus there
"is no overpayment. ~

e If there had been an'overpayment the portion of the overpayment
allocable to the Title IV programs would be determined through use of

the following formula:
L3
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Solution, Student B - continued

total amount of Title IV aid (exclusive of work

Overpayment x carnings & GSL/PLUS) awarded for payment period
totaly amount of aid (exclusive of work earnings
& GSLAPLUS) awarded for payment perilod

° As with the refund calculation, the final step in the repayment
calculation requires the attribhution of the overpayment according to
the institution's policy.

-
-
\
-
F \)
L
-
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Student

° The fivat atep involves the determination of the amount of the
total program charges obligated that the institution ia allowed to
retain it the student drops out before completing the course,  This
institution has a refund poliey which is oxpressed in terms of the per-
centange of c¢lock hours completed relative to the total number of c¢lock
hours in the program, "The poreentaqe of the course thia student com-
ploted must be calculated as follows: .

,”m?ﬂwi‘ﬂllﬂ‘.(‘““l‘lft od e Al
600 hours i program

Because this student completed between 1 - 4,99 of the clock
hours in the program (or 4%), the institution is entitled to retain
20t of the total proagram costs. Thus,

2,300 x .20 = S460, .

In addition, the institution also retains the %100 nonrefundable
feooy thereflore:

S460 + 5100 = £560

° To determine the total amount of the refund and subsequently, the
portion of the refund allocable to the Title IV programs, requires a
determination of the charges paid to date. This student paid half of
the $2,300 tuition charge and all of the nonrefundable $100 fee. Thus,

$2,300 £ 2 = §1,150 + $100 = S1,250

The amount of the refund due is the difference between the amount
paid to date ($1,250) and the portion of the program charges the in-
stitution is allowed to retain ($560). The total amount of the refund
is determined as follows:

N

$1,250 - $560 = S690.

o The next step requires the institution to determine what portion
of the total refund (5690) is allocable to the Title IV programs.
This is done through the use of the following formula:
total amount of Title IV aid (minus work
Refund due x earnings) awarded for the payment period
: total amount of aid (minus work earnings)
awarded for the payment period

Application of this formula yields the Title IV portion of the
refund. The calculation follows:

b . + C~10
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Solution, Student F - continued }

1 $690 x $488(Pell) + $1,250(GST)
$488(pPell) + S1,250(GST))

€690 x $1,738 = $690 }
1,738

Therefore, $690 of the $690 refund is due back to the Title IV

programs.
o " The final step in the refund calculation requires the attribution
£ the $690 among the Title IV programs. This is done according to ™ =~ .

the institution's policy. In this case, the entire $690 would be re-
turned to the GSL lender. :

® ° With the refund calculated and allocated, the next step is to
determine if the student received an overpayment. After the institu-
tional charges of $1,250 ($1,150 in tuition and the $100 nonrefundable
fee) were satisfied, the student received a cash disbursement of N
$1,738. In determining if the -student received an overpayment, the

- institution must first make certain that any GSL funds are extracted
from, the cash disbursement. This institution does not have a pre-

'scribed order for applying funds to students' accounts, therefore,
the institution must determine. the amount of GSL funds in the cash
disbursement . by calculating the proportion of GSL to total aid. The
formula takes into account the amount of GSL the student actually re-

. ceived during the payment period ($2,500 in this case) as oppposed to

"' the amount intended to be awarded for the payment period ($1,250 in

. this case). This is illustrated by the following:

Cash disbursement x total GSL award disbursed in payment period
total amount of aid {minus work earnings)
disbursed in the payment period

$1,738 x4 $2,500 = $1,454
{ §2,988

Whué; the GSL portion of the cash disbursement is $1,454. This
amou::’ should be subtracted from the cash disbursement. The result, g
$284, is the cash disbursement from which any overpayment will be de-~ P
termined. -
] The next.step is to estimate the other e¢-: .nses incurred during
the period of attendance. The institutional i<fund policy indicates

that living expenses are prorated on a weekly basis. Based upon a

.-weekly schedule of 25 hours per week, and the fact that the student =
completed 34 hours prior to withdrawal, this student attended approx- g
imately -2 weeks. . The cost of attendance is predicated on nine months B
or approximately 36 weeks. Using this information, weekly costs for

.-room and board, personal expenses, and transportation can he deter-

. mined. These weekly costs, multiplied by the 2 weeks the student was
‘“enrolled, are as follows:

‘,“‘\“\ “ ' . . . B ) C"ll h 6 9




Solution, Student F - continued

.
Room and board $2,500 %+ 36 = $69 x 2 = $138
Transportation $ 400 + 36 = $11 x 2 = $ 22
Personal expenses '$§1,000 + 36 = $28 x 2 = $ 56
Total costs incurred for 2 weeks $216

Further, according to the institutional policy, it is assumed
that one-half of the books, supplies, and miscellaneous allowance for
the program is incurred at the beginning of each payment period. Thus,
this student incurred $150 in these expenses. . :

This allowance of $150, when added to the:student's other living
expenses of $216, results in a total of $366 for indirect educational
expenses. This exegeds the cash payment of @284 thus there is no
overpayment. : I

° - If there had been an overpayment, the portlon of the overpayment
allccable to the Title IV programs would be determlned through use -of
the follow1ng formula: . ¢ . |
\ ,
4 !
: total amount. of Title IV aid (exclusive of work
! Overpayment X earnings & GSL/PLUS)awarded for paymentgperlod
total amount of aid (exclus1ve of work earnings
& GSL/PLUS) awarded for payment perlod

° . As with the refund calculation, the flnal step in the repayment-
calculation requ1res the attribution of the overpayment according to
the institution's policy. . . /

!
/
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