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(2) Originate that applicant’s Direct 
Subsidized Loan, or disburse that ap-
plicant’s Direct Subsidized Loan pro-
ceeds; or 

(3) Consider any funds it disbursed to 
that applicant under § 668.58(a)(2) as an 
overpayment. 

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

§ 668.61 Recovery of funds from in-
terim disbursements. 

(a) If an institution discovers, as a 
result of verification, that an applicant 
received under § 668.58(a)(2)(i)(B) more 
financial aid than the applicant was el-
igible to receive, the institution must 
eliminate the Federal Pell Grant, Fed-
eral Perkins Loan, or FSEOG overpay-
ment by— 

(1) Adjusting subsequent disburse-
ments in the award year in which the 
overpayment occurred; or 

(2) Reimbursing the appropriate pro-
gram account by— 

(i) Requiring the applicant to return 
the overpayment to the institution if 
the institution cannot correct the 
overpayment under paragraph (a)(1) of 
this section; or 

(ii) Making restitution from its own 
funds, by the earlier of the following 
dates, if the applicant does not return 
the overpayment: 

(A) Sixty days after the applicant’s 
last day of attendance. 

(B) The last day of the award year in 
which the institution disbursed Federal 
Pell Grant, Federal Perkins Loan, or 
FSEOG Program funds to the appli-
cant. 

(b) If an institution discovers, as a 
result of verification, that an applicant 
received under § 668.58(a)(2)(ii) more fi-
nancial aid than the applicant was eli-
gible to receive, the institution must 
eliminate the FWS overpayment by— 

(1) Adjusting the applicant’s other fi-
nancial aid; or 

(2) Reimbursing the FWS program ac-
count by making restitution from its 
own funds, if the institution cannot 
correct the overpayment under para-
graph (b)(1) of this section. The appli-
cant must still be paid for all work per-
formed under the institution’s own 
payroll account. 

(c) If an institution disbursed sub-
sidized student financial assistance to 
an applicant under § 668.58(a)(3), and did 

not receive the valid SAR or valid ISIR 
reflecting corrections within the dead-
lines established under § 668.60, the in-
stitution must reimburse the appro-
priate program account by making res-
titution from its own funds. The appli-
cant must still be paid for all work per-
formed under the institution’s own 
payroll account. 

Approved by the Office of Management and 
Budget under control number 1845–0041) 

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

Subpart F—Misrepresentation 

SOURCE: 75 FR 66958, Oct. 29, 2010, unless 
otherwise noted. 

§ 668.71 Scope and special definitions. 
(a) If the Secretary determines that 

an eligible institution has engaged in 
substantial misrepresentation, the Sec-
retary may— 

(1) Revoke the eligible institution’s 
program participation agreement; 

(2) Impose limitations on the institu-
tion’s participation in the title IV, 
HEA programs; 

(3) Deny participation applications 
made on behalf of the institution; or 

(4) Initiate a proceeding against the 
eligible institution under subpart G of 
this part. 

(b) This subpart establishes the types 
of activities that constitute substan-
tial misrepresentation by an eligible 
institution. An eligible institution is 
deemed to have engaged in substantial 
misrepresentation when the institution 
itself, one of its representatives, or any 
ineligible institution, organization, or 
person with whom the eligible institu-
tion has an agreement to provide edu-
cational programs, marketing, adver-
tising, recruiting or admissions serv-
ices, makes a substantial misrepresen-
tation regarding the eligible institu-
tion, including about the nature of its 
educational program, its financial 
charges, or the employability of its 
graduates. Substantial misrepresenta-
tions are prohibited in all forms, in-
cluding those made in any advertising, 
promotional materials, or in the mar-
keting or sale of courses or programs of 
instruction offered by the institution. 

(c) The following definitions apply to 
this subpart: 
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Misrepresentation: Any false, erro-
neous or misleading statement an eli-
gible institution, one of its representa-
tives, or any ineligible institution, or-
ganization, or person with whom the 
eligible institution has an agreement 
to provide educational programs, or to 
provide marketing, advertising, re-
cruiting or admissions services makes 
directly or indirectly to a student, pro-
spective student or any member of the 
public, or to an accrediting agency, to 
a State agency, or to the Secretary. A 
misleading statement includes any 
statement that has the likelihood or 
tendency to deceive or confuse. A 
statement is any communication made 
in writing, visually, orally, or through 
other means. Misrepresentation in-
cludes the dissemination of a student 
endorsement or testimonial that a stu-
dent gives either under duress or be-
cause the institution required the stu-
dent to make such an endorsement or 
testimonial to participate in a pro-
gram. 

Prospective student: Any individual 
who has contacted an eligible institu-
tion for the purpose of requesting in-
formation about enrolling at the insti-
tution or who has been contacted di-
rectly by the institution or indirectly 
through advertising about enrolling at 
the institution. 

Substantial misrepresentation: Any 
misrepresentation on which the person 
to whom it was made could reasonably 
be expected to rely, or has reasonably 
relied, to that person’s detriment. 

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

§ 668.72 Nature of educational pro-
gram. 

Misrepresentation concerning the na-
ture of an eligible institution’s edu-
cational program includes, but is not 
limited to, false, erroneous or mis-
leading statements concerning— 

(a) The particular type(s), specific 
source(s), nature and extent of its in-
stitutional, programmatic, or special-
ized accreditation; 

(b)(1) Whether a student may transfer 
course credits earned at the institution 
to any other institution; 

(2) Conditions under which the insti-
tution will accept transfer credits 
earned at another institution; 

(c) Whether successful completion of 
a course of instruction qualifies a stu-
dent— 

(1) For acceptance to a labor union or 
similar organization; or 

(2) To receive, to apply to take or to 
take the examination required to re-
ceive, a local, State, or Federal license, 
or a nongovernmental certification re-
quired as a precondition for employ-
ment, or to perform certain functions 
in the States in which the educational 
program is offered, or to meet addi-
tional conditions that the institution 
knows or reasonably should know are 
generally needed to secure employment 
in a recognized occupation for which 
the program is represented to prepare 
students; 

(d) The requirements for successfully 
completing the course of study or pro-
gram and the circumstances that 
would constitute grounds for termi-
nating the student’s enrollment; 

(e) Whether its courses are rec-
ommended or have been the subject of 
unsolicited testimonials or endorse-
ments by— 

(1) Vocational counselors, high 
schools, colleges, educational organiza-
tions, employment agencies, members 
of a particular industry, students, 
former students, or others; or 

(2) Governmental officials for govern-
mental employment; 

(f) Its size, location, facilities, or 
equipment; 

(g) The availability, frequency, and 
appropriateness of its courses and pro-
grams to the employment objectives 
that it states its programs are designed 
to meet; 

(h) The nature, age, and availability 
of its training devices or equipment 
and their appropriateness to the em-
ployment objectives that it states its 
programs and courses are designed to 
meet; 

(i) The number, availability, and 
qualifications, including the training 
and experience, of its faculty and other 
personnel; 

(j) The availability of part-time em-
ployment or other forms of financial 
assistance; 

(k) The nature and availability of 
any tutorial or specialized instruction, 
guidance and counseling, or other sup-
plementary assistance it will provide 
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