FSA Fiscal Management Module



	Introduction:

Have you ever wondered if your Fiscal Office meets all requirements outlined in the regulations?  Is your school making all required matches in the Campus-Based Programs?  Are all accounts reconciled?

This module is designed to help your school assess all areas related to Fiscal Management.  

Hyperlinks to all applicable regulations and Federal Student Aid Handbook (FSAH) citations are provided throughout this module.  Most of these hyperlinks are taken from General Provisions, Subpart K, 668.161 through 668.167, General Provisions, Subpart L, 668.171 through 668.175 and The Bluebook, June 2001, Chapters 4-5.
In this module, your school will answer a series of questions related to Fiscal Management to evaluate all procedures related to each requirement.  Your school may then note any areas that are in need of improvement.  If your policies and procedures are not sufficient, please update the procedures accordingly.  You may also want to complete a Management Enhancement Worksheet for each improvement noted.  Throughout the module, you will be provided with activities and Fiscal Worksheets to “self-audit” your fiscal systems to test that your procedures being followed.

Hyperlinks to all applicable regulations are provided throughout this module.  Most of these hyperlinks are taken from regulations.  It is also recommended that you review the 2004-05 FSA Handbook, Volume 2, Chapter 11, and Volume 4 or the 2003-04 FSA Handbook, Institutional & Program Eligibility, Chapter 4 and Chapter 5 for more detailed information regarding fiscal management requirements. 

The continuous improvement symbol [image: image1.wmf] signifies a continuous improvement cycle and will prompt you to complete a checklist to review your policies and procedures. The Test your Knowledge symbol [image: image2.wmf] provides you with several exercises to test your knowledge and policies and procedures. [image: image3.wmf] Provides Community Questions & Answers received by schools and answered by the Department of Education (included only if questions are available related to the topic addressed).




	Requirements
	Results of Assessment

	Financial Responsibility 34 CFR 668, Subpart L, 668.171 through 668.175
Proprietary or private nonprofit school – must have a composite score of at least 1.5; must have sufficient cash reserves to make the required refunds, including Return of Title IV funds (known as refund reserve standards); must be current on its debt payments; and must be meeting all of its financial obligations, including making required refunds, including the Return of Title IV funds and making repayments to cover FSA program debts and liabilities.  NOTE:  Even if the school meets all general requirements, the Department does not consider the school to be financially responsible if the school has a statement by the auditor in its audited financial statement expressing doubt about the continued existence of the school as a going concern or has an adverse, qualified, or disclaimed opinion.

Composite Score 668.171(b)(1) – The composite score of the school must be calculated each year.  

Refund reserve standards 668.173 – A school must have sufficient cash reserves to make any required refunds/return of Title IV funds.

Current in debt payments – A school must be current in all debt payments. 668.171(b)(3)
Public Schools – a public school is financially responsible if its debts and liabilities are backed by the full faith and credit of the state or other government entity.  The school must provide the Department with a letter from an official of the appropriate government entity confirming the school’s status as a public school.

Past Performance and Affiliation Standards – In addition to meeting the numeric standards of financial responsibility and fulfilling all its financial obligations, a school must demonstrate that it properly administers the FSA programs in which it participates.  Past actions of the school or individuals affiliated with the school may reveal mismanagement of FSA program funds, thereby demonstrating that a school is not financially responsible.  668.175
Alternatives to the general standards 668.175 – If a school does not meet the general standards for financial responsibility, the Department may still consider the school to be financially responsible or may allow the school to participate under provisional certification if the school qualifies for an alternative standard described in 668.175.
Cash Management – General Provisions, Subpart K, 668.161 through 668.167, The Bluebook, June 2001, Chapters 4-5
The advance payment method 668.162(b) 

The reimbursement payment method 668.162(d)
The cash monitoring payment method 668.162(e)
The just-in-time payment method 668.162(c)
GAPS – To facilitate implementation of the Education Central Automated Processing System (EDCAPS), section 668.162(a)(2) of the Student Assistance General Provisions regulations requires that each time a school requests funds from the Department of Education, the school must identify the amount of funds requested by FSA programs using the program and fiscal year designation (grant and award number) that the Department of Education assigned to the authorized funds.  GAPS can be accessed through the internet at the GAPS Web Page: http://e-grants.ed.gov.  The GAPS payee hotline is 1-888-336-8930.

Maintaining & Accounting For Funds 668.163 – All schools must maintain a bank account into which the Department of Education transfers, or the school deposits, FSA program funds.  The account must be federally insured or secured by collateral of value reasonably equivalent to the amount of FSA Program funds in the account.

Bank Account notifications – For each account that contains FSA program funds, a school must identify that FSA program funds are maintained in the account by:

· Including the phrase federal funds in the name of the account; or

· Notifying the bank or investment company of the accounts that contain FSA program funds and keeping a copy of this notice in its records, and, except for public schools, filing a UCC-1 statement with the appropriate state or municipal government entity that discloses that an account contains federal funds.

Interest-bearing or investment account – schools must deposit Direct Loan, Pell Grant, FSEOG, and FWS funds in an interest-bearing or investment account unless one of the exceptions in 668.163 apply.

Federal Perkins Loan Program participants – schools that participate in this program must always maintain an interest-bearing account or an investment account for Perkins loan funds.

Accounting and financial requirements – if a school is not required and does not choose to maintain separate accounts, it must maintain accounting and internal control systems that identify the balance of the funds of each FSA program that are included in the school’s bank or investment account as readily as if those funds were in a separate banking account, and identify earnings on FSA program funds in the school’s bank or investment account.  A school must maintain its financial records in accordance with the recordkeeping requirements outlined in 668.24.

Excess Cash 668.166
A school must disburse funds no later than three business days following the date the school receives them.  If a school does not disburse funds to students by the end of the third business day, excess cash must be returned to the Department of Education immediately.  Certain excess cash tolerances are allowed.  Please refer to the 2004-05 FSA Handbook, Processing Aid & Managing FSA Funds, pages 4-42 through 4-43 or 2003-04 FSA Handbook, Institutional & Program Eligibility, pages 2-104 through 2-105 for more information.

Disbursing Funds 668.164 – FSA program funds are disbursed when a school credits a student’s account with the funds or pays a student or parent directly with FSA program funds received from the Department, FFEL funds received from a lender, or institutional funds labeled as FSA program funds in advance of receiving actual FSA program funds.  Please see exceptions outlined in the  2004-05 FSA Handbook, Processing Aid & Managing FSA Funds, page 4-16 or 2003-04 FSA Handbook, Institutional & Program Eligibility, pages 2-88 through 2-89.

Timeframe to Disburse loan funds or return them 668.167 – when a school receives FFEL Program funds from the lender by EFT or master check, it usually must credit the student’s account or issue a direct payment to the eligible student (or parent borrower) within three business days.  If the FFEL lender provided the loan funds through a check requiring the endorsement of the student or parent, the school must credit the student’s account or issue a direct payment to the eligible student (or parent borrower) no later than 30 calendar days after the school receives the funds.

Timeframe for returning undisbursed FFEL loan funds –  A school must return FFEL Program funds that it does not disburse by the end of the initial or conditional period, as applicable, promptly but no later than 10 business days from the last day allowed for disbursement.

Proration of loan fees for returned FFEL funds

If a school returns a FFEL disbursement or any portion of a FFEL disbursement to a lender, the origination fee and insurance premium are reduced in proportion to the amount returned.

Standards of Administrative Capability 668.16
To begin and to continue to participate in any Title IV, HEA program, an institution shall demonstrate to the Secretary that the institution is capable of adequately administering that program under each of the standards established in section 668.16. 
Record retention and examinations 668.24
Program records. An institution shall establish and maintain, on 

a current basis, any application for Title IV, HEA program funds and 

program records.

Disbursement by Payment Period 668.164(b)
Schools must disburse all FSA program funds (except FWS) on a payment period basis.

Disbursing FSA funds directly 668.164(c)
A school may disburse funds directly to a student or parent by one of four methods:

1. Releasing a check provided to the school by a FFEL program lender to the student or parent.

2. Issuing a check or other instrument payable to and requiring the endorsement or certification of the student or parent (a check is issued if the school releases or mails the check to a student or parent, or notifies the student or parent that the check is available for immediate pickup).

3. Initiating an electronic funds transfer (EFT) to a bank account designated by the student or parent.

4. Paying the student in cash, provided that the school obtains a signed receipt from the student or parent.

Excused Absences

An excused absence (an absence that does not have to be made up) may be counted as a completed clock hour if the school has a written policy that permits excused absences, and for FSA purposes, the number of excused absences under the policy does not exceed the lesser of:

1. the policy on excused absences of the school’s designated accrediting agency,

2. the policy on excused absences of any state agency that legally authorizes the school to operate, or

3. 10% of the clock hours in the payment period.

An excused absence may only be counted if the student is excused from hours that were actually scheduled, were missed, and are not to be made up.

Early Disbursements 668.164(f)
The earliest a school may disburse FSA program funds is:

· for a student enrolled in a credit-hour program offered in semester, trimester, or quarter academic terms, 10 days before the first day of classes for a payment period;

· for a student enrolled in a clock hour program or a credit hour program that is not offered in semester, trimester or quarter academic terms, the later of 10 days before the first day of classes for the payment period, or the date the student completed the previous payment period for which he or she received FSA program funds.

Late Disbursements 668.164(g)
A student who withdraws or otherwise ceases attendance has lost FSA eligibility and generally may not be paid further funds for the enrollment period.  However, a late disbursement of FSA program funds may be made to an ineligible student if the student became ineligible only because:

· for the purposes of the Direct Loan and FFEL programs, the student is no longer enrolled at the school as at least a half-time student for the loan period (the student became ineligible solely because of the change in enrollment status); and

· for purposes of the Federal Pell Grant, FSEOG, and Federal Perkins Loan programs, the student is no longer enrolled at the school for the award year.

Please refer to 668.164(g) for more information concerning late disbursements. Also, please refer to the chart found in the 2004-05 FSA Handbook, Processing Aid & Managing FSA Funds, page 4-32 or 2003-04 FSA Handbook, Institutional & Program Eligibility, page 2-96.

FSA Credit Balances 668.164(e)
A school must pay excess FSA credit balances directly to the students as soon as possible, but no later than 14 days after the later of:

· the date the balance occurred on the student’s account, if the balance occurred after the first day of class of payment period; or

· the first day of classes of the payment period if the credit balance occurred on or before the first day of class of that payment period.
An FSA credit balance occurs only if the total amount of FSA program funds exceeds allowable charges.  Please refer to the 2004-05 FSA Handbook, Processing Aid & Managing FSA Funds, pages 4-19 through 4-21 or 2003-04 FSA Handbook, Institutional & Program Eligibility, pages 2-96 through 2-106 for specific examples.

Holding credit balances

A school is permitted to hold excess funds (credit balances) if it obtains a voluntary authorization from the student or parent.  Schools must be able to identify the student or parent and the amount of funds the school holds for the student or parent in a subsidiary ledger account designated for that purpose.  The school must maintain, at all times, cash in its bank account at least equal to the amount the school holds for students.

Prior-year charges 668.164(d)
A school is permitted to use a student’s FSA program funds to pay minor prior-year institutional charges if the student has, or will have, an FSA credit balance and the school obtains the student’s or parent’s authorization to pay the prior-year charges.

Required School Notifications 668.165
Before a school disburses FSA program funds for any award year, the school must notify the student of the amount of FSA program funds the student and his or her parent can expect to receive from each program and how and when those funds will be disbursed.  IF those funds include Direct Loan or FFEL program funds, the notice must indicate which funds are from subsidized loans and which are from unsubsidized loans. A borrower must be given the opportunity to cancel the loan at or close to the time the funds are actually disbursed and the debt incurred.  Please refer to the 2004-05 FSA Handbook, Processing Aid & Managing FSA Funds, pages 4-13 through 4-15 or 2003-04 FSA Handbook, Institutional & Program Eligibility, pages 2-99 through 2-101 for more detailed information and specific examples.  So long as there are no regulations specifically requiring that a notification or authorization be sent via U.S. mail, a school may provide notices or receive authorizations electronically.

Required Student Authorizations 668.165
A school must obtain authorization from a student (or parent borrower) before:

· disbursing FSA program funds (including FWS) by EFT to a bank account designated by the student or parent;

· using FSA program funds (including FWS) to pay for allowable charges other than tuition, fees, and room and board (if the student contracts with the school);

· transferring FFEL funds via EFT or master check (if an authorization is not obtained on a Master Promissory Note or PLUS Loan Application);

· holding excess FSA program funds (credit balances); and

· applying FSA program funds to prior-year charges.

Please refer to the 2004-05 FSA Handbook, Processing Aid & Managing FSA Funds, page 4-15 or 2003-04 FSA Handbook, Institutional & Program Eligibility, pages 2-101 through 2-102 for more detailed information.

Use of Electronic Processes for Authorizations and Notifications

Anytime a school uses an electronic process to record or transmit confidential information or obtain a student’s confirmation, acknowledgement or approval, the school must adopt reasonable safeguards against possible fraud and abuse.  Such safeguards may include password protection, password changes at set intervals, access revocation for unsuccessful log-ins, user identification and entry-point tracking, random audit surveys, and security tests of the code access.

For more information regarding Electronic Signatures, please refer to DCL-GEN-01-06
Adjusting Awards 690.14, 690.80, 668.55, 2004-05 FSA Handbook, AVG, Chapter 5, 2003-04 FSA Handbook, AVG, Chapter 4 
An institution must adjust awards for each student as additional information is made available regarding the student’s eligibility.  

Reporting & Recordkeeping

Institutions must be able to account for all funds received.  Further, your institution must keep appropriate records and reconcile all activity.  

Resources:  668.24, 2004-05 FSA Handbook, School Eligibility & Operations, Chapter 9, 2003-04 FSA Handbook, Institutional  & Program Eligibility, Chapter 8

	Getting Started:
As you begin to evaluate your policies and procedures, you may want to consider working with other offices that may either have a direct impact on the process or provide information to assist you in your efforts.  See Activity 1 below to assist you with this effort.

[image: image4.wmf] Activity 1: Fiscal Responsibility
Complete this exercise to help establish the appropriate team members to assist you with the completion of this Assessment.

[image: image5.wmf] Activity 2: General Eligibility Requirements (668.171) Complete this exercise to ensure that proper policies and procedures are in place for general eligibility requirements.

[image: image6.wmf] Activity 3: Financial Ratios (668.172)
[image: image7.wmf] Activity 4: Refund Reserve Standards (668.173)
[image: image8.wmf] Activity 5: Past Performance (668.174)
Campus-Based requirements – complete the following activities (taken from FWS, Federal Perkins, and FSEOG modules):

[image: image9.wmf] Activity 6:  Campus-Based Program Requirements
[image: image10.wmf] Activity 7:  FWS Program Requirements
[image: image11.wmf] Activity 8:  Campus-Based Administrative Cost Allowance
[image: image12.wmf] Activity 9:  FWS Non-Federal Share
[image: image13.wmf] Activity 10:  Perkins Non-Federal Share
[image: image14.wmf] Activity 11:  FSEOG Non-federal Share
[image: image15.wmf] Activity 12:  FWS FISAP Check-up
FISAP Resource:  Please consider completing the FISAP Tutorial
[image: image16.wmf] Activity 13:  Cash Management Policies & Procedures
[image: image17.wmf] Activity 14:  Reconciliation Activity 
[image: image18.wmf] Activity 15:  Maintaining Funds Activity
[image: image19.wmf] Activity 16: Program Records Requirement  – 668.24(a)(b
[image: image20.wmf] Activity 17:  Disbursing Funds Activity
[image: image21.wmf] Activity 18:  Adjusting Awards
[image: image22.wmf] Activity 19:  Records Retention



	Now that you have completed the Fiscal Management Module and activities, answer the last question in the Module:

· Does your institution have a system to verify that it meets ALL fiscal requirements?

· Yes.   Have you noted any good practices that you would like to identify as Effective Practices?  If so, complete an Effective Practice Form or each effective practice noted.

· No.  For each Fiscal Management Criterion that you have noted a need for improvement in your institutional policies and procedures, please remember to complete a Management Enhancement Worksheet  for each improvement noted.

Need for Technical Assistance.  You may have listed questions in the Question/Comment area in some of the Fiscal Management categories.  Please contact our FSA Customer Service Call Center (at 1-800-433-7327) or by email at fsa.customer.support@ed.gov or contact your regional Training Officer or Institutional Improvement Specialist using the Technical Assistance Resources.
[image: image23.png]


  Related Modules: You may also find it helpful to complete the Reporting & Reconciling Module, Return of Title IV Funds Module, FWS Module, FSEOG Module, and Perkins Awarding & Disbursement Module.
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