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Instructor’s NotesPle as e  tak e  a mo me nt  to  lo o k  at  the  to pics  and 
o b je ct iv e s  fo r  t his  se s s io n. 

D e t ail e d  inf o r ma t io n fo r  t o pics  co v e r e d  in thi s  se s s io n
is  av a ilab le  in Chapt e r  4 of  T he Bl u e Book.   A t  the  end  of 
t hat  chapt e r  is  a co py  of  the  F edera l  Regi st er  co nt ai ning 
t he  ca s h manag e m e nt  re g ula t io ns  is s ue d  De ce mb e r  1, 
1994 t hat  b e came  ef f e ct iv e  July  1,  1995. *

T he s e  ne w  re g ula t io ns  es t a b lis h rule s  and  pr o c e d ur e s 
t hat  a scho o l mu st  f o llo w  to  re q ue s t ,  maint ai n, 
d is b ur s e ,  and  ot he r w is e  ma nag e  Tit le  IV pr o g r a m
f und s . 

U nd e r s t and ing  an d  fo llo w in g  the s e  pr o ce d ur e s  is 
cr it ic al to  pr o p e r  cas h ma nag e me nt .   C as h manag e me nt 
is  an impo r t ant  ar e a o f  co mplian ce  fo r  aud it s : 

◊  A mo ng  the  “12 Mo s t  Co mmo n Aud it  Find ing s ”
f o r  st ud e nt  fina ncial aid  fund s  is  e xce s s  f e d e r a l
cas h o n hand . 

This session will help answer such questions as:

◊  H o w  do  we  es t ima t e  ho w  muc h cas h wil l be 
ne e d e d  fo r  Tit le  IV pr o g r a ms ?

◊  Whe n and  ho w  do  we  dr aw  do w n fe d e r al  cas h?

◊  Once  f e d e r al cas h is  re ce i v e d  in our  acco unt ,  what 
ar e  th e  rule s  an d  re g ulat i o ns  inv o lv e d  in
manag i ng  it ?

◊  Whe n mig ht  it  be  ne ce s s ar y  to  re t ur n  fund s  to  the 
f e d e r a l go v e r nme nt ,  and  ho w  is  this  do ne ?

*A Dear Colleague letter on
the cash management
regulations is pending.
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Instructor’s NotesA. P R O JE C TIN G  CAS H  NE E D S  FO R 
D R AWIN G  DO WN  FUN D S 

Scho o l s  no r mally  re ce iv e  f inancing  f o r  Tit le  I V f inanc ial
aid  aw ar d s  thr o u g h ad v ance  pay me nt s . 

Scho o l s  re q ue s t  fund s  fo r  all Tit le  IV pr o g r am 
e xpe nd it ur e s  dir e ct ly  fr o m  the  fe d e r al go v e r nm e nt . 
T he y  r e q ue s t  fun d s  thr o ug h  the  De par t me nt  of 
E d ucat io n Pay me n t  Manag e me nt  Sy s t e m (E D /PMS) . 
E D /PMS  us e s  one  of  tw o  ele ct r o nic s y s t e m s  t o  tr a ns f e r 
f und s  to  a s cho o l : 

◊  A ut o ma t e d  Cle ar i ng ho us e /E l e ct r o nic F und s 
T r ans f e r  (A C H /E F T ) ,  which  is  als o  r e f e r r e d  to  as 
d ir e ct  de po s it ,  or

◊  F e d e r a l Ele ct r o n ic Fund s  Tr ans f e r  (F E D WI RE ) , 
w hich is  ge n e r ally  us e d  to  tr ans f e r  fund s  to  st at e s 
and  s o me  lar g e  po s t s e co nd ar y  ins t it ut io ns . 

Ple as e  no t e  th at  the  pr o ce d ur e s  fo r  o b t aining  F e d e r a l
F amily  Ed ucat io n  Lo an (F F E L )  Pr o g r am  fund s  ar e 
d if f e r e nt .   Scho o ls  r e ce iv e  F F E L  Pr o g r am fun d s  fr o m
b ank s  and  ot he r  financial ins t it ut io ns  that  se r v e  as 
F F E L  Pr o g r am le n d e r s . 
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Instructor’s Notes1. P lan n i n g  Wh en  to  Draw Do wn  C ash 

B e f o r e  a scho o l tr ans mit s  a re q ue s t  to  ED /PMS,  it  mus t 
d e t e r m ine  the  am o unt  of  fu nd s  it  ne e d s .   T he  amo unt  a
s cho o l  re q ue s t s  mus t  be  li mit e d  to  t he  minimum 
amo unt  it  ne e d s  to  mak e  di s b ur s e me nt s ,  w hich me ans 
t hat  t he r e  s ho uld  be  no  exc e s s  fund s  af t e r  the 
d is b ur s e me nt s  ar e  mad e .   D is b ur s e me nt s  ar e 
co ns id e r e d  to  ha v e  occur r e d : 

◊  if  the  scho o l cr e d it e d  a s t ud e nt ’ s  acco unt  o r

◊  if  the  scho o l pa id  a st ud e nt  dir e ct l y . 

T he  am o unt  re q ue s t e d  mus t  be  eno ug h to  me e t :  ( OH  1) 

◊  F e d e r a l Pe ll G r ant  dis b ur s e me nt s  to  st u d e nt s , 

◊  t he  fe d e r al shar e  of  Fe d e r al Supple m e nt al
E d ucat io nal Oppo r t unit y  Gr ant  (F SE OG ) 
d is b ur s e me nt s  to  st ud e nt s , 

◊  t he  fe d e r al shar e  of  Fe d e r al Wo r k - St ud y  (F WS) 
pay r o l l dis b ur s e me nt s , 

◊  t he  fe d e r al shar e  of  Fe d e r al Pe r k ins  Lo an
d is b ur s e me nt s ,  and 

◊  F e d e r a l Dir e ct  L o an dis b ur s e me nt s . 

T his  lis t  is  in T he Bl u e Book,  Se ct io n 4. 3,  “Pr o je c t ing  Cas h
N e e d s . ”

1

Note to Instructor:
Direct Loan funding
requests must be made
separately.  They may
not be combined with
cash requests for other
Title IV program funds.

2
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Instructor’s NotesT o  cal culat e  pr o je ct e d  cas h ne e d s ,  s cho o l s  us e  t he 
f o llo w ing  e q uat i o n:  (OH  2) 

A nt ici pat e d  Dis b ur s e me nt s 
m i n u s B alanc e  of  Cas h on Hand 
m i n u s A nt ici pat e d  Re co v e r ie s 
m i n u s A C H /E F T  Cas h in Tr ans it 

equ al s  Pr o je c t e d  Cas h N e e d 

I n ge n e r al,  a scho o l’ s  re q u e s t  fo r  fu nd s  s ho uld  ne v e r 
e xce e d  it s  imme d iat e  ne e d . 

2. Immed i ate Need 

I mme d i at e  ne e d  is  de f ine d  as  the  amo unt  of  Tit le  IV
pr o g r a m fund s  a scho o l ne e d s  to  mak e  dis b ur s e m e nt s 
w i t h i n  th ree bu s i n ess day s  f o llo w ing  the  da t e  that  t he 
s cho o l  r e ce iv e s  the  f und s .  ( OH  3) 

T his  ap plie s  to  al l  Tit le  IV fund s ,  whe t h e r  the  sch o o l
d r aw s  do w n fund s  thr o ug h A C H /E F T  o r  thr o ug h
F E D WI R E . *

Q : I f  a s cho o l re ce iv e s  Tit le  IV fund s  and  w ait s 
f o ur  b us ine s s  da y s  to  dis b ur s e  a che ck ,  has  the 
imme d i at e  ne e d  s t and ar d  be e n me t ?

A : N o .   T o  sat is f y  the  imme d i at e  ne e d  s t and ar d , 
che ck s  mus t  be  d is b ur s e d  w it hin thr e e  bus ine s s 
d ay s . 

Note to Instructor:
There are some
tolerances for excess
cash.  See The Blue
Book, Section 4.8.1.1.

3

*Before the new regulations,
immediate need for
FEDWIRE drawdowns was
defined as one business
day.
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Instructor’s NotesQ : I f  a s cho o l re ce iv e s  Tit le  IV fund s ,  dis b ur s e s  a
che ck  to  a st ud e nt  wit hin thr e e  bus i ne s s  day s , 
b ut  th e  st ud e nt  de lay s  a w e e k  be f o r e  cas hing 
t he  ch e ck ,  has  t he  imme d ia t e  ne e d  st and ar d 
b e e n me t ?

A : Ye s .   The  d at e  the  st ud e nt  act u ally  cas he s  the 
che ck  has  no  re l e v ance  to  the  imme d i at e  ne e d 
s t and a r d . 

B. D R AWIN G  DO WN  CAS H 

1. Ov erv i ew o f E D/ P MS 

E D /PMS  act s  as  t he  ce nt r al  re po s it o r y  fo r  pay m e nt 
t r ans a ct io ns  of  scho o ls  th at  re ce iv e  fund s  fr o m ED ;  it  is 
a fund s - manag e me nt  sy s t e m.  (OH  4) 

F inanc ial Se r v ic e s  (F S)  is  t he  of f ice  wit hin ED  that 
ad mini s t e r s  ED /P MS. 

A ll sc ho o ls  par t icipat ing  in Tit le  I V pr o g r ams  (w it h the 
e xce pt io n of  the  FF E L  Pr o g r am)  mus t  re q ue s t  fu nd s 
and  re po r t  expe n d it ur e s  th r o ug h ED /P MS.   A  sch o o l
us e s  E D /PMS to  d r aw  do w n f und s  fo r : 

◊  t he  Fe d e r al Pe ll  Gr ant  Pr o g r am, 

◊  t he  Fe d e r al Supp le me nt al E d ucat io nal 
Oppo r t unit y  Gr an t  (F SE OG )  Pr o g r am, 

◊  t he  Fe d e r al Wo r k - St ud y  (F W S)  Pr o g r am , 

◊  t he  Fe d e r al Pe r k ins  Lo an Pr o g r am,  an d 

◊  t he  Fe d e r al Dir e ct  Lo an Pr o g r am. 

[10 minutes so far]

4



Session 4 - Obtaining, Managing, and Returning Title IV Funds

8-95 1995-96 Instructor’s Guide                 Four - 9

Instructor’s NotesE ach s cho o l may  ha v e  tw o  acco u nt s  wit h ED /PMS,  one 
f o r  th e  Fe d e r al Dir e ct  Lo a n Pr o g r am,  and  one  f o r  all
o t he r  Tit le  IV pr o g r ams  in  which it  par t icipat e s . 

Once  a scho o l re ce iv e s  an of f icial aw ar d  allo ca t io n or 
aut ho r izat io n,  t he  allo ca t io n or  aut ho r izat io n am o unt  is 
o b lig a t e d  fo r  th e  scho o l and  re co r d e d  in the  s cho o l’ s 
E D /PMS  acco unt . 

A  scho o l do e s  no t  ge t  an allo cat io n or  aut ho r i zat io n fo r 
t he  Di r e ct  Lo an Pr o g r am.   F o r  the  Di r e ct  Lo an
Pr o g r a m,  a scho o l dr aw s  do w n fund s  o n the  bas i s  of 
t he  am o unt  of  fu nd s  ne e d e d  to  mak e  lo ans  to  el ig ib le 
b o r r o w e r s . 

E D  no t if ie s  scho o ls  of  the ir  to t al  Tit le  IV allo ca t io ns 
and  aut ho r izat io ns . 

Q : What  d o e s  ED  se n d  to  no t if y  y o ur  scho o l of  it s 
F e d e r a l Pe ll Gr a nt  aut ho r i zat io n?

» Wai t for  an swe r s . 

A : A  Fe d e r al Pe ll G r ant  St at e me nt  of  Ac co unt 
( SOA ) . 

Q : What  d o e s  ED  se n d  to  no t if y  yo u of  y o ur 
T it le   I V campus - b as e d  pr o g r a m allo cat i o ns ?

» Wai t for  an swe r s . 

A : A n Of f icial No t i ce  of  Fund ing . 

A  scho o l may  re c e iv e  fund s  thr o ug h E D /PMS in
ad v anc e  or  by  re imb ur s e me n t . 
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Instructor’s Notes◊  E D /PMS  mainly  us e s  the  ad v ance  pay me nt 
me t ho d . 

◊  I f  a s cho o l is  a ne w  par t ic ipant ,  it  is  place d  o n
ad v anc e  pay me nt  as  so o n as  ED /PMS re ce iv e s 
inf o r m at io n ab o u t  the  scho o l’ s  finan cial
ins t it ut io n. 

◊  A d v anc e  pay me nt  scho o ls  us e  one  of  t w o 
e le ct r o nic me t ho d s  to  re q u e s t  fund s  fr o m
E D /PMS : 

• A C H /E F T  o r  

• F E D WI R E . 

2. Au to ma ted  C leari n g  Ho u se/ E lectro n ic
F u n d s T ran sfer ( AC H/ E F T )

T o  enr o ll in AC H /E F T ,  a sc ho o l mus t  co mple t e  a Dir e ct 
D e po s i t  Sig n- U p Fo r m (SF  1199A )  and  se nd  it  to  E D ’ s 
F inanc ial Pay me n t s  Gr o up ( F PG )  in F S. 

◊  Once  F PG  r e ce iv e s  the  fo r m,  it  tak e s  at  le as t  tw o 
w e e k s  to  enr o ll the  scho o l  in AC H /E F T . 

Once  e nr o lle d ,  a scho o l ca n re q ue s t  AC H /E F T  di r e ct - 
d e po s i t  pay me nt s  by  callin g  the  ED /P MS se r v ice 
b ur e au ’ s  to ll- f r e e  numb e r :   ( OH  5) 

1- 800- 654- 8341. 

◊  A  scho o l can cal l any  bus i ne s s  day  f r o m 9 a. m.  to 
7 p. m.  (E T ) . 

◊  Re q ue s t s  mad e  af t e r  2 p. m.  (E T )  will  be 
f o r w ar d e d  to  ED / PMS the  n ext  bus in e s s  day . 

5
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Instructor’s Notes◊  Re f e r  to  T he ED / P MS  Rec i pi en t ’ s Gu i d e,  Appe nd ix
C  and  Appe nd ix D ,  f o r  a de t aile d  e xplanat io n  of 
t he  co r r e ct  pr o c e d ur e s  fo r  placing  re q ue s t s . 

I f  the  re q ue s t  me e t s  ED /PM S valid at i o n cr it e r i a, 
pay me n t  will be  tr ans mit t e d  to  the  F e d e r al Re s e r v e 
B ank  ( F RB )  the  ne xt  b us ine s s  da y ,  and  the  scho o l wi ll
b e  ab l e  to  wit hd r aw  fund s  fr o m it s  acco unt 
appr o x imat e ly  tw o  to  t hr e e  day s  lat e r . 

I f  the  re q ue s t  f ails  to  me e t  ED /PMS valid at io n  cr it e r ia, 
t he  re q ue s t  will  be  re je ct e d  and  se n t  to  the  s cho o l’ s 
F PG  acco u nt  re pr e s e nt at iv e  at  ED ;  the  acco u nt 
r e pr e s e nt at iv e  w ill s e nd  the  sc ho o l a wr i t t e n no t ic e 
e xplai ning  why  t he  pay me nt  re q ue s t  w as  re je ct e d . 

◊  B e f o r e  yo u be g in dis b ur s ing  fund s ,  alw ay s  che ck 
y o ur  b ank  acco un t  to  mak e  sur e  that  t he  E D 
pay me n t  has  be e n  de po s it e d ! 

◊  F o r  ex ample ,  y o u ca ll in a re q ue s t  Mo nd ay 
mo r nin g .   I f  val id ,  it  wil l be  se nt  to  the  FRB  on
T ue s d a y ,  and  yo u  can st ar t  dis b ur s in g  fund s  on 
T hur s d ay  at  the  ear lie s t  and  Mo nd ay  at  the  lat e s t . 
B ut  ch e ck  to  mak e  sur e  yo u r  re q ue s t  act ually 
w e nt  t hr o ug h and  the  fund s  ar r iv e d . 

I t  is  impo r t ant  to  ke e p re co r d s  of  all pay me nt  re q ue s t s . 
T he s e  re co r d s  pr o v id e  an aud it  tr ail  of  re q ue s t e d  fund s 
and  he lp the  sch o o l re co nc ile  it s  ac co unt s  wit h the 
F e d e r a l Cas h Tr a ns act io n Re po r t  (E D / PMS 272A 
Re po r t ) . 

We  wil l dis cus s  the  ED /PMS  272A  Re po r t  in de t a il in
Se s s io n 6. 

Note to Instructor:
The Direct Loan Access
Code PIN (personal
identification number)
must be given when
drawing down funds for
the Direct Loan Program.
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Instructor’s Notes3. F ed era l E lectro n ic F u n d s T ran sfer
(F E DWIR E )

T he  va s t  majo r it y  of  s cho o l  pay me n t  re q ue s t s  ar e  mad e 
b y  AC H /E F T .   F E D WI R E  is  limit e d  to  lar g e 
po s t s e co nd ar y  in s t it ut io ns  and  so me  st at e  scho o ls . 

◊  I n ad d it io n,  s cho o l s  ne w  to  T it le  IV no  lo ng e r  ar e 
place d  on F E D WI R E . 

Q : H o w  ma ny  of  yo u us e  FE D WI R E ?

» If no on e  use s F ED WIR E,  sk i p to th e  topi c on  th e  ne xt pag e . 

F E D WI R E  is  a lit t le  fas t e r  than AC H / E F T . 

F E D WI R E  re q ue s t s  ar e  mad e  by  a spe ci ally  de s ig nat e d 
ind iv i d ual,  us ua lly  the  sc ho o l’ s  chi e f  fis cal of f ice r  or 
t r e as u r e r .   A  sc ho o l us ing  FE D WI RE  mus t  re q ue s t 
f und s  us ing  the  aut o mat e d  FE D WI RE  Sy s t e m. 

◊  T he  au t o mat e d  FE D WI RE  Sy s t e m is  a fu lly 
int e g r at e d  sub s y s t e m of  ED /PMS that  runs  on a
mainf r ame  co mput e r  lo cat e d  at  the  Na t io nal
I ns t it ut e s  of  He alt h (N I H ) . 

◊  T his  s y s t e m allo w s  scho o ls  to  tr ans m it  FE D WI RE 
pay me n t  re q ue s t s  dir e ct ly  to  the  NI H  co mput e r 
us ing  a PC  and  mo d e m. 

• T hr o ug h me s s ag e s  that  appe ar  on the  scho o l’ s 
co mput e r  scr e e n,  a scho o l kno w s  imme d iat e ly 
if  the  re q ue s t  is  acce pt e d  or  re je ct e d . 
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Instructor’s NotesWit h F E D WI RE ,  a scho o l’ s  f und s  ar e  av ailab le  t he  ne xt 
b us ine s s  day  thr o ug h the  F e d e r al Re s e r v e  Bank  (F RB ) 
in Ric hmo nd ,  Vir g inia,  if  the  tr ans a ct io n is  co mple t e d 
b y  6 p. m.  (E T ) . 

A  scho o l may  re q ue s t  fund s  by  callin g  FPG * dir e ct ly  if 
it  is  hav ing  dif f icult y  wi t h the  aut o mat e d  sy s t e m.   T his 
d ir e ct  call is  no t  co ns id e r e d  an alt e r nat iv e  me t ho d . 

◊  A  scho o l can cal l FPG  any  bus ine s s  d ay  fr o m
8: 30 a. m.  to  3: 3 0 p. m.  (E T )  to  re q ue s t  fund s . 

◊  A  scho o l sho uld  alw ay s  che ck  it s  ban k  acco unt  to 
mak e  s ur e  a FE D W I RE  pay me n t  has  be e n 
d e po s i t e d  be f o r e  dis b ur s in g  fund s . 

4. R eimb u rsemen t P a y men t R eq u es ts

A  scho o l may  be  place d  on re imb ur s e m e nt  if  ED 
d e t e r m ine s  that  the r e  is  a ne e d  to  mo nit o r  the  scho o l’ s 
us e  of  fe d e r al f und s . 

B e f o r e  a scho o l on the  r e imb u r s e me nt  pa y me nt  me t h o d 
s ub mit s  a re q ue s t  fo r  cas h ,  the  scho o l mus t : 

◊  id e nt i f y  the  st u d e nt s  fo r  who m the  s cho o l is 
s e e k in g  re imb ur s e me nt  and  who  will b e  includ e d 
in the  re q ue s t  f o r  cas h; 

◊  d o cume nt  that  th e  st ud e nt s  includ e d  in the 
r e q ue s t  fo r  cas h  sat is f y  all applica b le  Tit le  IV
pr o g r a m re q uir e m e nt s  and  t hat  the s e  st ud e nt s ’ 
d is b ur s e me nt s  wi ll be  co r r e ct ;  and 

◊  cr e d it  appr o pr ia t e ly  the  acco unt s  of  the  st ud e nt s 
includ e d  in the  re q ue s t  fo r  cas h.   ( OH  6) 

*1-202-401-2093,
1-202-401-1094, or
1-202-401-1092

6
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Instructor’s NotesI n ad d it io n,  ED  re q uir e s  a sch o o l to  sub mit  fo r  r e v ie w 
any  d o cume nt at io n th at  s uppo r t s  the s e  r e q uir e me nt s . 

I n mo s t  cas e s ,  a scho o l th at  has  be e n place d  on
r e imb u r s e me nt  mu s t  co mple t e  a Re q ue s t  fo r  Ad v a nce 
o r  Re i mb ur s e me nt  Fo r m (SF - 270)  and  s e nd  it  to  the 
appr o p r iat e  T it le  IV pr o g r am of f ice  at  ED . 

◊  A f t e r  the  re q ue s t  has  be e n  appr o v e d ,  the 
pr o g r a m of f ice  s e nd s  the  s cho o l’ s  SF - 270 to  th e 
F PG  fo r  pr o ce s s ing . 

◊  T he  Fi nancial Pa y me nt s  Gr o up (F PG )  ge ne r ally 
us e s  A C H /E F T  to  mak e  re imb ur s e me nt 
pay me n t s . 

◊  Re imb u r s e me nt  pa y me nt s  may  be  of f s e t  to  co lle c t 
d e b t s  ow e d  to  ED .   I n this  cas e ,  a s cho o l re ce iv e s 
it s  ap pr o v e d  pay me nt  re q ue s t  minus  t he  amo unt 
o f  the  of f s e t . 

C . MAIN TA IN IN G  FUN D S 

N e w  ca s h manag e m e nt  re g ula t io ns  f o r  Ti t le  IV
pr o g r a m fund s  b e came  ef f e ct iv e  July  1,  1995.  ( OH  7) 

T he s e  re g ulat io n s  es t ab lis h: 

◊  r e q uir e me nt s  to  limit  the  amo unt  of  time  scho o ls 
can ho ld  fe d e r al  fund s  be f o r e  dis b ur s ing  the m to 
s t ud e n t s , 

◊  t o le r a nce s  fo r  cas h on han d , 

◊  t ime  f r ame s  fo r  dis b ur s ing  and  de liv e r ing  fund s 
t o  st u d e nt s ,  and 

Note to Instructor:
A school’s request for
cash may not exceed  the
amount of the
disbursements the school
will make to students
included in that request.
When funds are received,
the school must disburse
the funds immediately
and only to the students
identified in the request
for cash.

Note to Instructor:
Administrative offsets
may be voluntary or
involuntary.  FPG will pay
reimbursements net of
any excess cash on
hand.

[25 minutes so far]

7



Session 4 - Obtaining, Managing, and Returning Title IV Funds

8-95 1995-96 Instructor’s Guide                 Four - 15

Instructor’s Notes◊  g uid e l ine s  fo r  b ank  acco un t s  scho o ls  us e  to 
manag e  Tit le  IV fund s . 

1. B an k  A cco u n ts

Scho o l s  that  par t icipat e  in Tit le  IV  pr o g r ams  mus t 
maint a in fe d e r al  fund s  in bank  acco u nt s  that  me e t 
ce r t ai n fe d e r al re q uir e me n t s . *  

I f  yo u r  s cho o l  par t ic ipat e s  in th e  Fe d e r al Pe r k ins  Lo an
Pr o g r a m,  yo u mus t  maint ain  F e d e r a l Pe r k ins  Lo an
f und s  in an int e r e s t - b e ar i ng  acco unt .   T his  is  impo r t ant , 
as  t he  in t e r e s t  wil l b e co me  par t  o f  the  s cho o l ’ s  lo an
f und s . 

H o w e v e r ,  f o r  ot he r  Tit le  IV pr o g r am s ,  t he  b ank 
acco un t  do e s  no t  hav e  to  b e  int e r e s t  be ar ing  if : 

◊  t he  sc ho o l dr e w  do w n le s s  than $3 mi llio n fr o m 
T it le  IV pr o g r am s  in the  pr io r  aw ar d  ye ar ; 

◊  t he  sc ho o l ear ne d  le s s  tha n $250 in int e r e s t  o n the 
t o t al amo unt  of  Tit le  IV pr o g r am fun d s  that  it 
d r e w  d o w n in the  pr io r  aw a r d  ye ar ;  o r

◊  t he  sc ho o l de mo n s t r at e s  th at  it  wo ul d  no t  ear n 
mo r e  t han $250 in int e r e s t  b y  mai nt aining  in an
int e r e s t - b e ar ing  acco unt  t he  to t al amo unt  of 
T it le  IV pr o g r am  fund s  tha t  it  will dr aw  do w n
d ur ing  the  cur r e nt  aw ar d  y e ar . 

*FFEL Program funds are not
subject to these requirements.
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Instructor’s NotesWhe t he r  the  acco unt  is  int e r e s t  b e ar in g  or  no t ,  Tit le  IV
f und s  mus t  be  ke pt  in an acco unt  tha t  is :  (OH  8) 

◊  f e d e r a lly  ins ur e d  o r

◊  s e cur e d  by  s uf f ic ie nt  co llat e r al to  co v e r  the 
amo unt  of  Tit le  IV pr o g r am  fund s  in the  acco un t . 

T it le  IV fund s  t hat  ar e  re q uir e d  to  be  ke pt  in an
int e r e s t - b e ar ing  acco unt  may  be  ke pt  in an inv e s t me nt 
acco un t .   T hat  acco unt : 

◊  mus t  co ns is t  of  lo w - r is k ,  inco m e - pr o d ucin g 
s e cur i t ie s ,  such  as  an o b lig a t io n is s ue d  or 
g uar an t e e d  by  th e  U. S.  go v e r nme nt ,  and 

◊  mus t  r e main suf f icie nt ly  liq uid  to  mak e  re q uir e d 
d is b ur s e me nt s  to  st ud e nt s . 

Scho o l s  ar e  no t  re q uir e d  t o  maint ain  a se par at e  bank 
acco un t  fo r  Tit l e  IV pr o g r am fund s  unle s s  ED 
d e t e r m ine s  that  it  is  ne ce s s ar y . 

Ple as e  tur n t o  T he Bl u e Book,  Se ct io n 4. 5. 1,  pag e  99,  t o 
r e v ie w  the  fact o r s  t hat  E D  us e s  to  de t e r mine  if  scho o ls 
mus t  maint ain al l Tit le  IV  pr o g r am f und s  in a bank 
acco un t  that  co n t ains  no  o t he r  fund s . 

» Pause  a fe w mi n u te s an d al l ow th e  pa r ti ci pan ts  to re v i e w  pag e  99 i n 
The  Bl u e  Book. 

A ll b ank  acco un t s  co nt ai ning  T it le  IV fund s  mus t  be 
cle ar l y  id e nt if i e d  as  Tit l e  IV acco u nt s  by  no t if y ing  the 
b ank  o r  by  namin g  the  acco unt s  to  in d icat e  tha t  the y 
co nt ai n fe d e r al fund s . 

8
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Instructor’s NotesI n ad d it io n,  sch o o ls  mus t  file  a U C C - 1 s t at e me nt 
( w hich  dis clo s e s  that  the  acco unt  co nt ains  fe d e r al
f und s )  wit h an appr o pr iat e  st at e  or  lo cal go v e r nme nt 
e nt it y . 

T he  fo r mat  and  co nt e nt  of  the s e  fo r m s  var y  fr o m one 
s t at e  to  ano t he r .   B lank  U C C - 1 st at e me nt s  ar e  av ailab le 
f r o m lo cal le g al  of f ice  su pply  st o r e s .   I n ad d it io n,  UC C - 
1 st at e me nt s  and  inf o r mat i o n ab o ut  f iling  the m  can be 
o b t ain e d  fr o m a st at e ’ s  St at e  Co r po r at io n Co un cil or 
t he  Se cr e t ar y  of  St at e  in the  st at e  in which y o ur  scho o l 
is  lo c at e d . 

A  UC C - 1 fo r m is  no t  re q uir e d  if  the  scho o l is  eit he r 
b ack e d  by  the  fu ll fait h and  cr e d it  of  a st at e  or  if  the 
ins t it ut io n ins e r t s  the  wo r d s  “F e d e r al Fund ” in the 
name  o f  it s  bank  acco unt s  co nt aining  Tit le  IV aid  fund s . 

Ke e p co pie s  of  all no t ice s  and  st at e me nt s  in y o ur 
r e co r d s  fo r  aud i t  pur po s e s . 

2. In tere st E arn in g s

I f  yo u  maint ain Tit le  IV f und s  in an  int e r e s t - b e ar ing  or 
inv e s t me nt  acco u nt ,  fe d e r a l re g ulat i o ns  re q uir e  that  the 
int e r e s t  and  inv e s t me nt  re v e nue  be  us e d  in spe cif ic
w ay s .  (OH  9) 

◊  A ll int e r e s t  or  r e v e nu e  ear ne d  o n Fe d e r al Pe r k ins 
L o an Pr o g r am fun d s  may  be  us e d  fo r  aut ho r ize d 
pur po s e s  of  the  pr o g r am. 

◊  Re v e nu e  ear ne d  o n all ot he r  Tit le  IV  fund s  mus t 
b e  re t ur ne d  at  le a s t  annuall y  t o  ED ,  minus  $250, 
w hich the  scho o l  may  r e t ain  fo r  ad min is t r at iv e 
e xpe ns e s . 

A r e  th e r e  any  qu e s t io ns  ab o ut  Tit le  IV bank  ac co unt s ?

9
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Instructor’s Notes

D . S P E C IA L  PR O G R AM
C O N S ID E R ATIO N S 

D e t e r mi ning  ho w  much cas h y o u ne e d  to  dr aw  do w n 
and  wh e n yo u w ill ne e d  t he  cas h to  mak e 
d is b ur s e me nt s  de pe nd s  on ce r t ain pr o g r am- s pe ci f ic
r e q uir e me nt s  fo r  each Tit l e  IV pr o g r am. 

1. F ed era l P ell Gra n t P ro g ram 

A  scho o l pay s  a F e d e r a l Pe ll Gr a nt  to  a s t ud e n t  on the 
b as is  of  a valid  Ins t it ut i o nal St ud e nt  Inf o r ma t io n
Re co r d  (I SI R)  or  St ud e nt  A id  Re po r t  (SA R) .   T h e  scho o l
is  re s po ns ib le  f o r  tr ack in g  the  st at us  of  the s e 
d o cume nt s  and  de t e r mining  whe n a st u d e nt ’ s  Fe d e r al
Pe ll G r ant  aw ar d  is  re ad y  fo r  pay me n t .  (OH  10) 

T he  am o unt  av ail ab le  to  a scho o l fo r  Fe d e r al Pe ll
G r ant s  is  re po r t e d  in the  scho o l’ s  St at e me nt  o f  Acco unt 
( SOA ) .   T he  fir s t  SOA  a sc ho o l re ce i v e s  fo r  an  aw ar d 
y e ar  is  bas e d  on ED ’ s  es t imat e  o f  fund s  th e  scho o l w ill
ne e d  fo r  it s  fir s t  d is b ur s e me n t s .   A s  the  aw ar d  ye ar 
pr o g r e s s e s ,  the  scho o l re c e iv e s  ad ju s t e d  aut ho r izat io ns 
o n the  bas is  of  it s  ac t ual s t ud e n t  pay me nt  inf o r mat io n
as  r e po r t e d  b y  t he  sc ho o l in th e  Ins t it ut io nal Pay m e nt 
Summar y  (I PS)  re po r t s  it  sub m it s  re g ula r ly  to  ED . 

A t  mo s t  scho o ls ,  the  finan cial aid  o f f ice  sub m it s  the  IP S
r e po r t .   Since  t his  re po r t  ge ne r at e s  the  scho o l’ s  SOA ,  it 
is  ext r e me ly  imp o r t ant  tha t  this  pr o ce s s  is  co o r d inat e d 
w it h t he  bus ine s s  of f ice . 

 [30 minutes so far]

10

Note to Instructor:
A school receives a $5
ACA per Pell Grant
recipient. A Dear
Colleague letter was
anticipated at the time
this edition was written
that would provide new
procedures for receiving
Pell Grant ACA payments
through ED/PMS.

Note to Instructor:
For more information, refer
to The Blue Book,
Section 6.1.1.3.
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Instructor’s Notes2. C amp u s -B ased  P ro g rams

A  co mb inat io n of  bo t h fe d e r al and  no nf e d e r al f und s 
ar e  aw ar d e d  to  s t ud e nt s  f r o m t he  campus - b as e d 
pr o g r a ms :   ( OH  11 ) 

◊  F e d e r a l Supple me nt al Ed uca t io nal Opp o r t unit y 
G r ant  (F SE OG )  Pr o g r am, 

◊  F e d e r a l Wo r k - St u d y  (F WS)  Pr o g r am,  and 

◊  F e d e r a l Pe r k ins  Lo an Pr o g r am. 

A  scho o l may  dr a w  do w n cas h o n l y  fo r th e fed eral 
sh are o f  fun d s  fo r  the s e  pr o g r am s .   T he  ma ximum
amo unt  of  fe d e r a l fund s  a scho o l may  dr aw  do w n  fr o m
e ach campus - b as e d  pr o g r am is  bas e d  o n the  scho o l’ s 
allo ca t io n fo r  t hat  pr o g r a m. 

F o r  th e  FSE OG  Pr o g r am ,  a scho o l  mus t  time  it s 
d r aw d o w ns  to  co i ncid e  wit h  the  dat e s  it  expe ct s  to 
d is b ur s e  FSE OG  f und s  to  st ud e nt s .  ( OH  12 ) 

D is b ur s e me nt  dat e s  mus t  be  de t e r mine d  in acco r d ance 
w it h 34 CF R 668. 165( c)  and  ar e  dis cus s e d  in T he Bl u e
B ook,  Se ct io n 4. 7. 3. 

F o r  th e  FWS Pr o g r am,  a sch o o l mus t  t ime  it s 
d r aw d o w ns  to  co i ncid e  wit h  it s  pay r o ll dat e s .  ( OH  13 ) 
T he  sc ho o l es t im at e s  the  amo unt  it  ne e d s  to  me e t 
s t ud e n t  pay r o l l fo r  a gi v e n pay  pe r io d  and  d r aw s 
d o w n o n l y  t h e fed eral  sh are o f  wag e s  to  be  paid . 
St ud e n t s  mus t  be  paid  wit h in thr e e  b us ine s s  da y s 
f o llo w ing  the  da t e  fund s  w e r e  r e ce iv e d . 

11

12

13



Session 4 - Obtaining, Managing, and Returning Title IV Funds

8-95 1995-96 Instructor’s Guide                 Four - 20

Instructor’s NotesF o r  th e  Fe d e r al Pe r k ins  Lo an Pr o g r am ,  a scho o l  mus t 
d e t e r m ine  whe t he r  the  cas h  av ailab le  in it s  Fe d e r al
Pe r k in s  Lo an fun d  is  suf f i cie nt  to  mak e  lo an ad v ance s 
t o  st u d e nt s .  (OH  14)   If  it  is  no t ,  a scho o l ma y  re q ue s t 
t o  dr a w  do w n the  f e d e r al  capit al  co nt r ib ut io n (F C C ) . 
D is b ur s e me nt  dat e s  mus t  be  de t e r mine d  in acco r d ance 
w it h 34 CF R 668. 165( c)  and  ar e  dis cus s e d  in T he Bl u e
B ook,  Se ct io n 4. 7. 3. 

3. Willia m D. F o rd  F ed eral Di rect L o an 
P ro g ra m (Direct L o an  P ro g r am)

T he  pr o ce d ur e s  us e d  to  dr a w  do w n fun d s  fo r  the 
D ir e ct  Lo an Pr o g r am ar e  di f f e r e nt  fr o m ot he r  T it le  IV
pr o g r a ms . 

I n ad d it io n,  re q ue s t s  fo r  Dir e ct  Lo a n fund s  ma y  no t  be 
co mb in e d  wit h re q ue s t s  fo r  ot he r  Tit le  IV fund s . 
( OH  15 ) 

S ch o o l s P articip atin g  u n d e r S ch o o l O rig in atio n 
(L ev el  1)

Scho o l s  that  par t icipat e  in the  Dir e ct  Lo an Pr o g r am
und e r  scho o l or i g inat io n ( L e v e l  1)  init i at e  the ir  ow n
f und in g  re q ue s t s .   Once  a scho o l has  de t e r mine d  it s 
imme d i at e  cas h ne e d s ,  it  t r ans mit s  e it he r  an A C H /E F T 
o r  FE D WI RE  pay me nt  re q ue s t  to  th e  ED /PMS s e r v ice 
b ur e au . 

Note to Instructor:
A Dear Business Officer
letter was distributed in
March 1995 that provided
new procedures that
changed the method of
payment for
reimbursement of
authorized service
cancellations under the
Federal Perkins Loan
Program for the 1993-94
award period to
electronic transfer.  This
change became effective
the summer of 1995.

14
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Instructor’s NotesA n AC H /E F T  re q ue s t  can be  mad e  to  th e  ED /PMS
s e r v ic e  bur e au thr o u g h one  o f  tw o  me t ho d s : 

◊  b y  te l e pho ne  or , 

◊  b y  us i ng  the  Exp o r t  File  Opt io n in t he  Dir e ct  Lo an
s o f t w a r e . 

A  FE D W I RE  re q ue s t  is  one  t hat  is  mad e  ele ct r o n ically 
us ing  the  aut o ma t e d  FE D WI R E  sy s t e m.   ( OH  16) *

E D /PMS  cr e at e s  an AC H /E F T  pay me nt  fi le  fo r 
t r ans m it t al to  t he  Fe d e r al  Re s e r v e  B ank  (F RB ) .   A ny 
pr o b le ms  wit h re q ue s t s  ar e  tr ans f e r r e d  to  a ho ld ing  file 
s o  ED  can eit he r  appr o v e  t he  tr ans ac t io n or  co nt act  the 
s cho o l  to  re s o lv e  the  pr o b le m. 

T he  FR B  re ce iv e s  the  AC H /E F T  file  an d  tr ans f e r s 
f und s  dir e ct ly  t o  the  scho o l’ s  bank  acco unt . 

T he  wh o le  pr o ce s s  tak e s  be t w e e n 48 t o  72 ho ur s * fr o m
t he  ti me  the  sch o o l tr ans m it s  the  dr aw d o w n re q ue s t  to 
t he  ti me  it  r e ce iv e s  fund s  in it s  bank  acco unt . 

I f  the r e  is  a pr o b le m wit h  an AC H /E F T  tr ans mis s io n or 
a scho o l’ s  tr ans act io n is  re je ct e d ,  the  FRB  no t if ie s  ED . 
E D  in tur n co nt a ct s  the  sc ho o l to  re s o lv e  the  pr o b le m. 

16

*As we discussed earlier,
the automated FEDWIRE
system is a fully
integrated subsystem of
ED/PMS that runs on a
mainframe computer and
allows schools to transmit
FEDWIRE payment
requests directly to the
computer using a PC and
a modem.

*A two-to-three-day
process.
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Instructor’s NotesS ch o o l s P articip atin g  Un d e r Alter n ativ e
Orig in atio n  (L ev el 3) an d  S ch o o l Ori g in atio n 
(L ev el  2)

Scho o l s  that  par t icipat e  in the  Dir e ct  Lo an Pr o g r am
und e r  the s e  opt i o ns  do n’ t  init iat e  f und ing  re q ue s t s . 
T he  D ir e ct  Lo an Se r v icing  Ce nt e r  (Se r v ic ing  Ce nt e r ) 
hand le s  re q ue s t s  fo r  fund s .  ( OH  17) 

Scho o l s  se nd  t he ir  b o r r o w e r s ’  lo an or ig inat io n re co r d s 
and  pr o mis s o r y  no t e s  to  th e  Se r v icin g  Ce nt e r .   T o  b e 
includ e d  in a fu nd ing  re q u e s t ,  bo r r o w e r s ’  re co r d s  mus t 
b e  acc e pt e d  by  t he  Se r v ici ng  Ce nt e r . 

A b o ut  30 to  45 d ay s  be f o r e  the  ant ici pat e d 
d is b ur s e me nt  dat e s  lis t e d  in the  lo a n or ig inat io n
r e co r d s ,  the  Se r v icing  Ce n t e r  se nd s  an ele c t r o nic lis t  to 
t he  sc ho o l sho w i ng  ant icip at e d  dis b u r s e me nt s  b y 
b o r r o w e r  and  by  lo an ty pe .   T he  scho o l mus t  re v ie w 
t he  li s t  and  mak e  any  ne ce s s ar y  upd a t e s  or  ad j us t me nt s 
t o  the  inf o r mat i o n.   T he  scho o l se n d s  any  cha ng e s  to 
t he  Se r v icing  Ce nt e r  ele ct r o nically . 

T he  Se r v icing  Ce nt e r  re q ue s t s  a scho o l’ s  fund s  fr o m ED 
t hr e e  day s  pr io r  to  t he  ant ici pat e d  dis b ur s e me nt  d at e s . 
T he  sa me  day  the  re q ue s t  is  mad e ,  the  Se r v icing  Ce nt e r 
cr e at e s  and  se n d s  an ele c t r o nic act ual dis b u r s e me nt 
r o s t e r  t o  the  scho o l t hat  lis t s  ind iv id ual bo r r o w e r s , 
t he ir  lo an ty pe s ,  and  the i r  act ual d is b ur s e me n t  amo unt s 
minus  lo an fe e s .   T he  ro s t e r  als o  includ e s  the  to t al 
amo unt  of  fund s  includ e d  in the  re q u e s t .   L e v e l 2 and  3
s cho o l s  sho uld  r e t ain co pi e s  of  the i r  dis b ur s e me nt 
r o s t e r s  as  re co r d s  of  the  fund s  the y  re ce iv e . 

F und s  ar e  de po s i t e d  dir e ct ly  to  a sc ho o l’ s  ban k  acco unt 
t hr o ug h the  Aut o mat e d  Cle a r ing ho us e  (A C H ) . 

17
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Instructor’s Notes4. F ed era l F amily  E d u catio n  L o an  (F F E L ) 
P ro g ra m

F F E L  Pr o g r am f und s  ar e  s ub s id ize d  and  uns ub s id ize d 
F e d e r a l St af f o r d  Lo ans  t hat  ar e  ma d e  to  st ud e nt s  and 
F e d e r a l PL U S Lo a ns  that  ar e  mad e  to  par e nt s  of 
d e pe nd e nt  und e r g r ad uat e  s t ud e n t s . 

T he  wa y  that  sch o o ls  ge t  F F E L  Pr o g r am  fund s  is  quit e 
d if f e r e nt  fr o m t he  way  sch o o ls  o b t ain  ot he r  Tit le  IV
f und s . 

◊  T he  re as o n is  th at  F F E L  Pr o g r am lo a ns  ar e  mad e 
t o  st u d e nt s  and  par e nt s  by  bank s ,  sa v ing s  and 
lo ans ,  cr e d it  un io ns ,  and  ot he r  fina ncial
ins t it ut io ns .  ( OH  18 ) 

B y  fe d e r al re g ul at io n,  the  le nd ing  ins t it ut io n  mus t  se nd 
t he  bo r r o w e r ’ s  f und s  dir e c t ly  to  the  scho o l. *

T he r e  ar e  thr e e  way s  a sch o o l can re ce iv e  FF E L 
Pr o g r a m fund s : 

◊  e le ct r o nic fund s  tr ans f e r  (E F T ) , 

◊  mas t e r  che ck ,  o r

◊  ind iv i d ual che ck . 

T o  re c e iv e  a bo r r o w e r ’ s  FF E L  fund s  b y  EF T ,  a s cho o l
mus t  e nr o ll in E F T  wit h th e  le nd e r  s o  that  the  fund s 
ar e  de po s it e d  di r e ct ly  int o  the  scho o l’ s  de s ig nat e d 
b ank  acco unt . 

18

*Formerly, lenders could
send PLUS checks directly to
parent borrowers.
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Instructor’s NotesI f  the  scho o l an d  le nd e r  e nt e r  int o  an ag r e e me nt  to  us e 
mas t e r  che ck s ,  t he  le nd e r  can wr it e  a s ing le  mas t e r 
che ck  that  co nt a ins  all th e  le nd e r ’ s  FF E L  Pr o g r am
f und s  fo r  the  sc ho o l’ s  bo r r o w e r s . 

◊  B o t h E F T  and  mas t e r  che ck  dis b ur s e me nt s  mus t 
b e  acc o mpanie d  b y  a lis t  o f  name s ,  So cial Se cu r it y 
N umb e r s ,  and  lo a n amo unt s  f o r  b o r r o w e r s . 

◊  T he  sc ho o l mus t  de liv e r  th e  lo an pr o ce e d s  to  t he 
s t ud e n t  or  par e n t  wit hin 45 day s . 

◊  I n no  cas e  may  a scho o l re q ue s t  lo an  pr o ce e d s  by 
E F T  or  mas t e r  ch e ck  ear lie r  than 13 day s  be f o r e 
t he  fi r s t  day  of  a st ud e nt ’ s  enr o llm e nt  pe r io d . 

◊  F o r  a s cho o l to  d e liv e r  F F E L  f und s  by  EF T  or 
mas t e r  che ck ,  th e  bo r r o w e r  mus t  pr o v id e  wr it t e n
aut ho r izat io n. 

• T his  is  of t e n do ne  at  the  same  time  the 
b o r r o w e r  applie s  fo r  the  lo an. 

• I f  the  aut ho r iza t io n is  no t  giv e n in  the  lo an
applic at io n,  it  mus t  be  ob t aine d  no t  mo r e  than 
30 day s  be f o r e  t he  be g inni ng  of  the  enr o llme nt 
pe r io d . 

◊  A  scho o l may  als o  re ce iv e  an ind iv id ual che ck 
f r o m a bo r r o w e r ’ s  le nd ing  ins t it ut io n. 

• T he  ch e ck  may  be  ma d e  co - pay a b le  to  the 
b o r r o w e r  and  the  scho o l. 

• T he  sc ho o l mus t  de liv e r  th e  lo an pr o ce e d s  to 
t he  bo r r o w e r  wit hin 45 day s  of  the  d at e  the 
f und s  we r e  re ce i v e d  by  the  scho o l. 
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Instructor’s Notes• F o r  PL U S che ck s ,  the  scho o l is  no t  r e q uir e d  to 
e nd o r s e  t he  che ck  fir s t . 

• T he  sc ho o l may  re q uir e  the  par e nt  bo r r o w e r  to 
e nd o r s e  the  PL U S  che ck  to  the  scho o l ;  t he n the 
s cho o l  end o r s e s  and  d e po s it s  it  int o  t he 
s t ud e n t ’ s  acco un t . 

E . R E TUR N IN G  FUN D S 

A  scho o l mus t  re t ur n fund s  to  ED  whe n:  (OH  19) 

◊  t he  sc ho o l has  e xce s s  cas h  in it s  ac co unt  fr o m 
f e d e r a l f und s  dr aw n do w n  and  no t  d is b ur s e d 
w it hin  thr e e  b us ine s s  d ay s ; 

◊  t he  sc ho o l has  e xce s s  cas h  as  a re s u lt  of  a
r e d uct io n to  re p o r t e d  expe nd it ur e s  o n a clo s e d 
aw ar d ; 

◊  t he  sc ho o l has  unus e d  fund s  and  expe ct s  no  mo r e 
f und in g  fr o m ED ; 

◊  t he  sc ho o l ow e s  ED  fo r  a d is all o w e d  expe n d it ur e 
f o und  dur ing  an aud it  or  pr o g r am re v ie w ;  o r

◊  t he  sc ho o l ear ne d  int e r e s t  or  inv e s t me nt  inco m e 
o n fe d e r al fund s  in exce s s  of  the  am o unt  it  is 
allo w e d  to  re t ai n. 

Note to Instructor:
For more information,
refer to The Blue Book,
Section 4.6.

[50 minutes so far]

19
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Instructor’s Notes1. E xcess  C ash 

E xce s s  cas h is  d e f ine d  as  any  am o unt  of  Ti t le  IV
pr o g r a m fund s  (o t he r  than FF E L  Pr o g r am or  Fe d e r al
Pe r k in s  Lo an Pr o g r am fund s )  that  a s cho o l do e s  no t 
d is b ur s e  to  st ud e nt s  by  th e  end  of  t he  thir d  b us ine s s 
d ay  fo llo w ing  th e  dat e  the  scho o l re ce iv e d  the  fund s . 
( OH  20 ) 

E xce s s  cas h mus t  be  pr o mpt l y  re t ur ne d  to  ED .   T he 
o nly  e xce pt io n is  if  the  e xce s s  cas h  is  re lat i v e ly  small 
acco r d ing  to  to l e r ance s  de f in e d  in re g u lat io ns . 

T o lera n ces

T he  to le r ance  fo r  the  amo u nt  of  exce s s  cas h is : 

◊  3%  of  th e  scho o l’ s  to t al pr i o r  ye ar  dr aw d o w ns , 
f o r  a pe r io d  of  pe ak  enr o l lme nt  dur i ng  which t he 
d r aw d o w n occur s ,  o r

◊  1%  of  it s  to t al pr io r  ye ar  dr aw d o w ns  fo r  any 
o t he r  pe r io d . 

E v e n if  a scho o l  has  exce s s  cas h wit hin the  to le r ance ,  it 
may  ke e p it  only  br ie f ly —i t  mus t  dis b ur s e  all the  exce s s 
cas h t o  st ud e nt s  wit hin on e  we e k . *

L iab il ities

I f  a s cho o l main t ains  exce s s  fund s  g r e at e r  tha n the 
t o le r a nce s  and  f o r  lo ng e r  than pe r mi t t e d ,  ED  may : 

◊  r e q uir e  the  scho o l to  re imb ur s e  th e  fe d e r al
g o v e r n me nt  fo r  co s t s  incur r e d  in mak ing  tho s e 
e xce s s  fund s  av a ilab le  to  the  scho o l  and 

20

Note to Instructor:
The calculation to determine
a period of peak enrollment
is in The Blue Book,
Section 4.8.11, page 113.

*The seven (7) calendar
days begin after the third
(3rd) business day.
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Instructor’s Notes◊  init ia t e  pr o ce e d ing s  to  fi ne ,  limit ,  sus pe nd ,  or 
t e r min at e  the  sc ho o l’ s  par t icipat io n  in one  or 
mo r e  T it le  I V pr o g r ams . 

Meth o d s fo r R etu rn in g  F u n d s

Me t ho d s  fo r  re t u r ning  T it le  IV f und s  var y . 
N o t if i cat io n tha t  a scho o l  mus t  re t u r n fund s  us ually 
co nt ai ns  spe cif i c ins t r uct io ns . 

R etu rn in g  E xcess  F u n d s

E D ’ s  F inanc ial Pay me n t s  Gr o up ( F PG )  r e v ie w s  a
s cho o l ’ s  ED /PMS 272 Re po r t  and  Di r e ct  Lo an
r e co nc iliat io n r e po r t s  f o r  ex ce s s  fund s .   I f  F PG  f ind s 
t hat  a scho o l is  ho ld ing  e xce s s  fund s ,  F PG  will se nd  the 
s cho o l  a le t t e r  as k ing  the  scho o l to :  (OH  21) 

◊  r e t ur n  the  exce s s  fund s ; 

◊  ce r t if y  that  cur r e nt  dis b u r s e me nt s  hav e  re d uce d 
t he  ex ce s s  fund s ;  or

◊  co nt ac t  an ED  ac co unt  re pr e s e nt at iv e  if  the  sc ho o l
f ind s  that  the  e xce s s  fund s  re s ult e d  fr o m er r o r s 
t he  sc ho o l mad e  whe n re po r t ing  dis b u r s e me nt s . 

I f  the  scho o l do e s  no t  re s po nd  wit hi n te n cale nd ar  d ay s 
o f  the  dat e  of  t he  F PG  le t t e r : 

◊  t he  sc ho o l may  b e  sus pe nd e d  fr o m re c e iv ing 
f ur t he r  fund s  o r

◊  t he  sc ho o l may  b e  place d  on th e  re imb ur s e me nt 
pay me n t  me t ho d . 

21

Note to Instructor:
FPG does not get
involved with schools
holding excess cash for
the Direct Loan Program.
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Instructor’s NotesI f  it  is  de t e r mine d  that  a sc ho o l do e s ,  in fa ct ,  ow e 
e xce s s  fund s : 

◊  an acc o unt  re ce i v ab le  will  be  es t ab l is he d  by  E D ’ s 
A cco un t s  Re ce iv a b le  Manag e me nt  Gr o up 
( A RMG ) ,  and 

◊  t he  Nat io nal Fina nce  Ce nt e r  (N F C )  wil l se nd  the 
s cho o l  a bill. 

• I nclud e d  in the  b ill will b e  accr ue d  int e r e s t , 
pe nalt ie s ,  ad min is t r at iv e  fe e s ,  and  ins t r uct io ns 
f o r  re t ur ning  ex ce s s  fund s . 

F o r  mo r e  inf o r ma t io n on th is  sub je ct ,  re f e r  to : 

◊  T he ED /P MS  Rec i p i en t ’ s Gu i de,  Appe nd ix T and 
A ppe nd ix U and 

◊  T he Bl u e Book,  Se ct io n 4. 8. 2. 1 and  Se ct io n 6. 5. 1. 

A  scho o l can vo l unt ar ily  r e t ur n exce s s  fund s  t o  ED 
w it ho u t  wait ing  fo r  a le t t e r  fr o m FP G  us ing  on e  of  tw o 
me t ho d s . 

I f  the  amo unt  of  exce s s  fu nd s  is  le s s  than $10 0, 000,  a
s cho o l  se nd s  a che ck  pay ab le  to  the  U. S.  De par t me nt  of 
E d ucat io n to  the  ED  billin g  ag e nt  at  the  fo llo w ing 
ad d r e s s : 

U SD A  A d minis t r at iv e  Co lle c t io ns 
PO Bo x  70792
C hicag o ,  Illino i s   60673

A d d it i o nal inf o r mat io n on this  pr o ce d ur e  can b e  fo und 
in T he ED /P MS  Rec i p i en t ’ s Gu i de,  Appe nd ix W- 1. 

Note to Instructor:
For the Direct Loan
Program, excess cash
can be returned in any of
three ways — Check,
ACH, or  FEDWIRE.

To return Direct Loan
excess cash via check,
use the following
address:

Direct Loan Servicing
Center.
Attn:  Excess Cash
PO. Box 4639
Utica, NY 13504-4639

For more information
about Direct Loans and
how to handle excess
cash, refer to the Direct
Loan Reconciliation
Guide.  To receive a copy
of this guide, contact
school relations at 1-800-
848-0978.
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Instructor’s NotesI f  the  amo unt  of  exce s s  fu nd s  is  $10 0, 000 or  mo r e ,  a
s cho o l  mak e s  a pay me nt  us i ng  FE D WI RE  and  ins t r uct s 
it s  ba nk  to  us e  the  FE D WI R E  Ele ct r o n ic Fund s  T r ans f e r 
Sy s t e m .   Re f e r  t o  Appe nd ix  V in T he ED /P MS  Rec i p i en t ’ s
Gu i de fo r  d e t aile d  pr o ce d ur e s  f o r  this  me t ho d . 

Wit h b o t h me t ho d s ,  to  ens u r e  that  a scho o l re c e iv e s 
cr e d it  fo r  it s  pay me nt  of  re t ur ne d  e xce s s  fund s ,  a
s cho o l  mus t  incl ud e  it s  En t it y  Id e nt if icat io n Numb e r 
( E I N )  and  Pay e e  Id e nt if ica t io n Numb e r  (PI N )  al o ng 
w it h a wr it t e n s t at e me nt  t hat  the  pa y me nt  is  a “Re t ur n
o f  ED / PMS Exce s s  Cas h. ”

R etu rn in g  F u n d s o n  a C lo se d  Award 

Re d uci ng  expe nd i t ur e s  on a clo s e d  aw ar d  incr e a s e s  the 
s cho o l ’ s  cas h on  hand  by  t he  amo unt  of  the  re d uct io n. 
I f  t his  r e d uct io n r e s ult s  in exce s s  cas h on hand ,  the 
s cho o l  mus t  re t u r n the  exc e s s  fund s  to  ED ’ s  F PG . 
( OH  22 ) 

We  wil l dis cus s  a clo s e d  aw ar d  in mo r e  de t ail in
Se s s io n 6.   A d d it i o nal inf o r mat io n on clo s e d  aw a r d s 
can al s o  be  fo un d  in T he Bl u e Book,  Se ct io n 6. 5. 2. 

R etu rn in g  Un u sed  F u n d s

F PG  r e g ula r ly  id e nt i f ie s  ED /PM S scho o l acco unt s  th at 
hav e  no  re ce nt  act iv it y  (f o r  example ,  no  pay me nt 
r e q ue s t s  or  no  E D /PMS 272 Re po r t s  su b mit t e d  wi t hin
s ix mo nt hs ) .   F PG  als o  r e ce iv e s  in f o r mat io n fr o m
s cho o l s ,  E D ’ s  Of f ice  of  Ins pe c t o r  Ge ne r a l,  and  pr o g r am
o f f ice s  wit hin E D  ind icat i ng  that  a scho o l has  clo s e d  or 
w ill b e  clo s ing .   T he s e  ac co unt s  ar e  clas s if ie d  as  inact iv e 
and  re co ncile d  t o  de t e r min e  if  any  unus e d  fund s  ar e 
b e ing  he ld . 

22
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Instructor’s Notes

I f  a s cho o l has  unus e d  fun d s  that  sh o uld  be  re t ur ne d , 
F PG  se nd s  a le t t e r  to  the  sch o o l t hat  lis t s :  (OH  23) 

◊  t he  to t al do llar  amo unt  in it ially  ad v ance d  to  the 
s cho o l , 

◊  t he  sc ho o l’ s  to t al re po r t e d  expe nd it ur e s , 

◊  t he  fi nal amo unt  due  ED ,  and 

◊  t he  AC H /E F T  numb e r s  to  us e  on the  re t ur n. 

T he  sc ho o l mus t  re t ur n unu s e d  fund s  to  F PG  w it hin 
30 day s  fr o m the  dat e  of  t he  le t t e r  or  co nt act  an ED 
acco un t  re pr e s e n t at iv e  wit hin the  30  day s  if  it  ne e d s 
as s is t ance  in re s o lv ing  qu e s t io ns  ab o ut  the  amo un t  due . 
I f  a s cho o l do e s  no t  re s po nd  wit hin 30 day s ,  t he  fund s 
o w e d  b e co me  a sc ho o l de b t .   T he  de b t  is  tr ans f e r r e d  to 
E D ’ s  A cco un t s  Re ce iv a b le  Manag e me nt  Gr o up  (A RMG ) 
f o r  bi lling  and  co lle ct io n  by  the  Na t io nal Fin ance 
C e nt e r  (N F C ) .   I f  a scho o l  do e s  no t  re s po nd  to  t he 
N F C ,  t he  de b t  is  fo r w ar d e d  to  a co mm e r cial co l le ct io n
ag e ncy . 

R etu rn in g  In tere st E arn ed 

I f  a s cho o l re ce iv e s  fund s  thr o ug h ad v ance  pay me nt 
and  re t ains  tho s e  fund s  in  an int e r e s t - b e ar ing  or 
inv e s t me nt  acco u nt ,  the  sc ho o l is  re q uir e d  to  re t ur n to 
E D ,  at  le as t  annual ly ,  the  amo unt  of  int e r e s t  o r 
inv e s t me nt  ear ni ng s  in exc e s s  of  the  $250 it  ma y  re t ain
y e ar ly  fo r  ad min is t r at iv e  co s t s .  (OH  24) 

23

Note to Instructor:
More information is
contained in The
ED/PMS Recipient’s
Guide, Chapter 6.

24
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Instructor’s NotesA  scho o l re t ur ns  exce s s  in t e r e s t  inc o me  to  ED  by  che ck . 
T he  ch e ck  mus t  ind icat e  th at  it  re pr e s e nt s  int e r e s t 
e ar nin g s  and  sho uld  be  se n t  to : 

U . S.  D e par t me nt  of  E d ucat io n
600 In d e pe nd e nce  Av e nue ,  SW
Ro o m 3321
Was hin g t o n,  DC   20202- 4331 

2. Deo b li g atin g  C am p u s-B ased  F u n d s

Re me mb e r  that  al lo cat e d  fu nd s  fo r  Ti t le  IV pr o g r am s 
ar e  ob lig at e d  fo r  a scho o l  and  place d  in an ED /PMS
acco un t  fo r  that  scho o l.   I f  a scho o l do e s n’ t  us e  it s  to t al
allo ca t io n,  the  scho o l is  re q uir e d  t o  re t ur n t he 
une xpe nd e d  amo un t s .   T his  r e le as e  of  une xp e nd e d 
allo ca t e d  fund s  is  calle d  “d e o b lig at io n. ” (OH  25) 

E ach y e ar  in Jun e ,  ED  no t i f ie s  scho o ls  in wr it ing  that 
t he y  mus t  de o b li g at e  fund s  no t  spe nt  by  June  30 of  that 
y e ar  and  as k s  sc ho o ls  to  e s t imat e  th e  amo unt  o f  fund s 
t he y  e xpe ct  to  us e  by  June  30. 

L at e r ,  scho o ls  mus t  de t e r mine  ac t ual amo un t s  spe nt  as 
o f  the  end  of  th e  aw ar d  ye ar .   Scho o ls  re po r t  tho s e 
amo unt s  on the  E D /PMS 272 Re po r t . 

25

Note to Instructor:
If a school deobligates
10% or more of its final
allocation, the allocation
for that program for the
next award year will be
reduced by that same
amount.
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Instructor’s Notes3. R etu rn in g  F ed era l F amily  E d u catio n  L o an 
(F F E L )  P ro g ram F u n d s

F F E L  Pr o g r am fun d s  mus t  be  re t ur ne d  to  the  le n d e r  if : 
( OH  26 ) 

◊  a st ud e nt  fails  to  enr o ll fo r  t he  pe r io d  fo r  whic h
t he  lo an is  int e nd e d ; 

◊  a st ud e nt  fails  to  me e t  sa t is f act o r y  acad e mic
pr o g r e s s  or  ot he r  elig ib il it y  re q uir e me nt s  at  the 
t ime  t he  lo an is  to  be  dis b ur s e d ; 

◊  a st ud e nt  wit hd r aw s  or  dr o ps  out  dur ing  an
e nr o ll me nt  pe r io d  fo r  whic h the  lo an  is  int e nd e d ; *

◊  a re f u nd  is  due  to  a le nd e r  as  a re s ult  of  a r e f und 
calcul at io n;  o r

◊  a st ud e nt  or  par e nt  re q ue s t s  a sch o o l to  re t ur n
F F E L  Pr o g r am fun d s  to  re d u ce  the  bo r r o w e r ’ s 
pr inci pal lo an b alance . 

I f  a s t ud e nt  fai ls  to  enr o ll or  fail s  to  me e t  ot he r  lo an 
e lig ib ilit y  re q u ir e me nt s ,  a scho o l has  30 day s  to  re t ur n 
lo an pr o ce e d s  to  the  le nd e r . 

I f  a s t ud e nt  dr o ps  out  and  do e s  no t  no t if y  the  scho o l, 
t he  sc ho o l mus t  re t ur n lo a n pr o ce e d s  to  the  le nd e r 
w it hin  30 day s  of  the  ea r lie s t  of : 

◊  t he  da t e  the  sch o o l be co me s  aw ar e  th at  the 
s t ud e n t  dr o ppe d  out ; 

◊  t he  ex pir at io n o f  the  acad e mic te r m in which t he 
s t ud e n t  dr o ppe d  out ;  o r

◊  t he  ex pir at io n o f  the  enr o llme nt  pe r io d  fo r  wh ich
t he  st ud e nt  was  char g e d . 

26

*A late disbursement can
be made to a student if
institutional charges are
documented.
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Instructor’s NotesI f  a s t ud e nt  is  on an appr o v e d  le av e  of  ab s e nc e  (L OA ) 
and  do e s  no t  re t ur n to  sch o o l,  a sch o o l mus t  r e t ur n
lo an pr o ce e d s  to  a le nd e r  wit hin 30 day s  of  th e  ear lie r 
o f : 

◊  t he  ex pir at io n d at e  of  the  LOA ;  o r

◊  t he  da t e  the  st u d e nt  no t if ie s  the  sc ho o l that 
he /s he  will no t  be  re t ur ni ng . 

 A sch o o l mus t  r e t ur n lo an  pr o ce e d s  to  the  le n d e r 
w it hin  30 day s  o f  de t e r min ing  that  a st ud e nt  is  no t 
e lig ib le  fo r  the  lo an (f o r  example ,  if  t he  st ud e nt  fail s  to 
e nr o ll ) . 

B e f o r e  we  end  th is  se s s io n ,  ar e  the r e  any  que s t io ns ?

Note to Instructor:
For more information,
refer to The Blue Book,
Section 4.8.4.


