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§600.1 Scope.

This part establishes the rules and
procedures that the Secretary uses to
determine whether an educational in-
stitution qualifies in whole or in part
as an eligible institution of higher edu-
cation under the Higher Education Act
of 1965, as amended (HEA). An eligible
institution of higher education may
apply to participate in programs au-
thorized by the HEA (HEA programs).

(Authority: 20 U.S.C. 1088, 1094, 1099b, 1099c,
and 1141)

§600.2 Definitions.

The following definitions apply to
terms used in this part:

Accredited: The status of public rec-
ognition that a nationally recognized
accrediting agency grants to an insti-
tution or educational program that
meets the agency’s established require-
ments.

Award year: The period of time from
July 1 of one year through June 30 of
the following year.

Branch Campus: A location of an in-
stitution that is geographically apart
and independent of the main campus of
the institution. The Secretary consid-
ers a location of an institution to be
independent of the main campus if the
location—

(1) Is permanent in nature;

(2) Offers courses in educational pro-
grams leading to a degree, certificate,
or other recognized educational creden-
tial;

(3) Has its own faculty and adminis-
trative or supervisory organization;
and

(4) Has its own budgetary and hiring
authority.

Clock hour: A period of time consist-
ing of—

(1) A 50- to 60-minute class, lecture,
or recitation in a 60-minute period;

(2) A 50- to 60-minute faculty-super-
vised laboratory, shop training, or in-
ternship in a 60-minute period; or
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§600.2

(3) Sixty minutes of preparation in a
correspondence course.

Correspondence course: (1) A ‘“home
study’’ course provided by an institu-
tion under which the institution pro-
vides instructional materials, includ-
ing examinations on the materials, to
students who are not physically at-
tending classes at the institution.
When students complete a portion of
the instructional materials, the stu-
dents take the examinations that re-
late to that portion of the materials,
and return the examinations to the in-
stitution for grading.

(2) A home study course that pro-
vides instruction in whole or in part
through the use of video cassettes or
video discs in an award year is a cor-
respondence course unless the institu-
tion also delivers the instruction on
the cassette or disc to students phys-
ically attending classes at the institu-
tion during the same award year.

(3) A course at an institution that
may otherwise satisfy the definition of
a ‘‘telecommunications course” is a
correspondence course if the sum of
telecommunications and other cor-
respondence courses offered by that in-
stitution equals or exceeds 50 percent
of the total courses offered at that in-
stitution.

(4) If a course is part correspondence
and part residential training, the Sec-
retary considers the course to be a cor-
respondence course.

Educational program: A legally au-
thorized postsecondary program of or-
ganized instruction or study that leads
to an academic, professional, or voca-
tional degree, or certificate, or other
recognized educational credential.
However, the Secretary does not con-
sider that an institution provides an
educational program if the institution
does not provide instruction itself (in-
cluding a course of independent study),
but merely gives credit for one or more
of the following: instruction provided
by other institutions or schools; exami-
nations provided by agencies or organi-
zations; or other accomplishments such
as “‘life experience.”

Eligible institution: An institution
that—

(1) Qualifies as—

(i) An institution of higher edu-

cation, as defined in §600.4;
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(ii) A proprietary institution of high-
er education, as defined in §600.5; or

(iii) A postsecondary vocational in-
stitution, as defined in §600.6; and

(2) Meets all the other applicable pro-
visions of this part.

Federal Family Education Loan (FFEL)
programs: The loan programs (formerly
called the Guaranteed Student Loan
(GSL) programs) authorized by title
1VV-B of the HEA, including the Federal
Stafford Loan, Federal PLUS, Federal
Supplemental Loans for Students (Fed-
eral SLS), and Federal Consolidation
Loan programs, in which lenders use
their own funds to make loans to en-
able students or their parents to pay
the costs of the students’ attendance at
eligible institutions. The Federal Staf-
ford Loan, Federal PLUS, Federal SLS,
and Federal Consolidation Loan pro-
grams are defined in 34 CFR part 668.

Incarcerated student: A student who is
serving a criminal sentence in a Fed-
eral, State, or local penitentiary, pris-
on, jail, reformatory, work farm, or
other similar correctional institution.
A student is not considered incarcer-
ated if that student is in a half-way
house or home detention or is sen-
tenced to serve only weekends.

Legally authorized: The legal status
granted to an institution through a
charter, license, or other written docu-
ment issued by the appropriate agency
or official of the State in which the in-
stitution is physically located.

Nationally recognized accrediting agen-
cy: An agency or association that the
Secretary recognizes as a reliable au-
thority to determine the quality of
education or training offered by an in-
stitution or a program offered by an in-
stitution. The Secretary recognizes
these agencies and associations under
the provisions of 34 CFR part 602 and
publishes a list of the recognized agen-
cies in the FEDERAL REGISTER.

Nonprofit institution: An institution
that—

(1) Is owned and operated by one or
more nonprofit corporations or associa-
tions, no part of the net earnings of
which benefits any private shareholder
or individual;

(2) Is legally authorized to operate as
a nonprofit organization by each State
in which it is physically located; and
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(3) Is determined by the U.S. Internal
Revenue Service to be an organization
to which contributions are tax-deduct-
ible in accordance with section 501(c)(3)
of the Internal Revenue Code (26 U.S.C.
501(c)(3)).

One-academic-year training program:
An educational program that is at
least one academic year as defined
under 34 CFR 668.2.

Preaccredited: A status that a nation-
ally recognized accrediting agency,
recognized by the Secretary to grant
that  status, has  accorded an
unaccredited public or private non-
profit institution that is progressing
toward accreditation within a reason-
able period of time.

Recognized equivalent of a high school
diploma: The following are the equiva-
lent of a high school diploma—

(1) A General Education Development
Certificate (GED);

(2) A State certificate received by a
student after the student has passed a
State-authorized examination that the
State recognizes as the equivalent of a
high school diploma;

(3) An academic transcript of a stu-
dent who has successfully completed at
least a two-year program that is ac-
ceptable for full credit toward a bach-
elor’s degree; or

(4) For a person who is seeking en-
rollment in an educational program
that leads to at least an associate de-
gree or its equivalent and who has not
completed high school but who excelled
academically in high school, docu-
mentation that the student excelled
academically in high school and has
met the formalized, written policies of
the institution for admitting such stu-
dents.

Recognized occupation: An occupation
that is—

(1) Listed in an ‘‘occupational divi-
sion’ of the latest edition of the Dic-
tionary of Occupational Titles, published
by the U.S. Department of Labor; or

(2) Determined by the Secretary in
consultation with the Secretary of
Labor to be a recognized occupation.

Regular student: A person who is en-
rolled or accepted for enrollment at an
institution for the purpose of obtaining
a degree, certificate, or other recog-
nized educational credential offered by
that institution.

§600.4

Secretary: The Secretary of the De-
partment of Education or an official or
employee of the Department of Edu-
cation acting for the Secretary under a
delegation of authority.

State: A State of the Union, American
Samoa, the Commonwealth of Puerto
Rico, the District of Columbia, Guam,
the Trust Territory of the Pacific Is-
lands, the Virgin Islands, and the Com-
monwealth of the Northern Mariana Is-
lands.

Telecommunications course: A course
offered in an award year principally
through the use of television, audio, or
computer transmission, including open
broadcast, closed circuit, cable, micro-
wave, or satellite, audio conferencing,
computer conferencing, or video cas-
settes or discs. The term does not in-
clude a course that is delivered using
video cassettes or disc recordings un-
less that course is delivered to students
physically attending classes at an in-
stitution providing the course during
the same award year. If the course does
not qualify as a telecommunications
course it is considered to be a cor-
respondence course, as provided for in
paragraph (c) of the definition of cor-
respondence course in this section.

Title IV, HEA program: Any of the stu-
dent financial assistance programs list-
ed in 34 CFR 668.1(c).

(Authority: 20 U.S.C. 1071 et seq., 1078-2, 1088,
1099b, 1099c, and 1141 and 26 U.S.C. 501(c).)

§600.3 [Reserved]

§600.4 Institution of higher education.

(a) An institution of higher education
is a public or private nonprofit edu-
cational institution that—

(1) Is in a State, or for purposes of
the Federal Pell Grant, Federal Sup-
plemental Educational Opportunity
Grant, Federal Work-Study, and Fed-
eral TRIO programs may also be lo-
cated in the Federated States of Micro-
nesia or the Marshall Islands;

(2) Admits as regular students only
persons who—

(i) Have a high school diploma;

(ii) Have the recognized equivalent of
a high school diploma; or

(iii) Are beyond the age of compul-
sory school attendance in the State in
which the institution is physically lo-
cated;
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(3) Is legally authorized to provide an
educational program beyond secondary
education in the State in which the in-
stitution is physically located;

(4) Provides an educational
gram—

(i) For which it awards an associate,
baccalaureate, graduate, or profes-
sional degree;

(if) That is at least a two-academic-
year program acceptable for full credit
toward a baccalaureate degree; or

(iii) That is at least a one-academic-
year training program that leads to a
certificate, degree, or other recognized
educational credential and prepares
students for gainful employment in a
recognized occupation; and

5) Is—

(i) Accredited or preaccredited; or

(i) Approved by a State agency listed
in the FEDERAL REGISTER in accord-
ance with 34 CFR part 603, if the insti-
tution is a public postsecondary voca-
tional educational institution that
seeks to participate only in Federal
student assistance programs.

(b) An institution is physically lo-
cated in a State if it has a campus or
other instructional site in that State.

(c) The Secretary does not recognize
the accreditation or preaccreditation
of an institution unless the institution
agrees to submit any dispute involving
the final denial, withdrawal, or termi-
nation of accreditation to binding arbi-
tration before initiating any other
legal action.

(Authority: 20 U.S.C. 1094, 1099b, and 1141(a))

pro-

§600.5 Proprietary institution of high-
er education.

(a) A proprietary institution of high-
er education is an educational institu-
tion that—

(1) Is not a public or private non-
profit educational institution;

(2) Is in a State;

(3) Admits as regular students only
persons who—

(i) Have a high school diploma;

(if) Have the recognized equivalent of
a high school diploma; or

(iii) Are beyond the age of compul-
sory school attendance in the State in
which the institution is physically lo-
cated;

(4) Is legally authorized to provide an
educational program beyond secondary

34 CFR Ch. VI (7-1-98 Edition)

education in the State in which the in-
stitution is physically located;

(5) Provides an eligible program of
training, as defined in 34 CFR 668.8, to
prepare students for gainful employ-
ment in a recognized occupation;

(6) Is accredited;

(7) Has been in existence for at least
two years; and

(8) Has no more than 85 percent of its
revenues derived from title 1V, HEA
program funds, as determined under
paragraph (d) of this section.

(b)(1) The Secretary considers an in-
stitution to have been in existence for
two years only if—

(i) The institution has been legally
authorized to provide, and has pro-
vided, a continuous educational pro-
gram to prepare students for gainful
employment in a recognized occupa-
tion during the 24 months preceding
the date of its eligibility application;
and

(ii) The educational program that the
institution provides on the date of its
eligibility application is substantially
the same in length and subject matter
as the program that the institution
provided during the 24 months preced-
ing the date of its eligibility applica-
tion.

(2)(i) The Secretary considers an in-
stitution to have provided a continuous
educational program during the 24
months preceding the date of its eligi-
bility application even if the institu-
tion did not provide that program dur-
ing normal vacation periods, or periods
when the institution temporarily
closed due to a natural disaster that di-
rectly affected the institution or the
institution’s students.

(ii) The Secretary considers an insti-
tution to have satisfied the provisions
of paragraph (b)(1)(ii) of this section if
the institution substantially changed
the subject matter of the educational
program it provided during that 24-
month period because of new tech-
nology or the requirements of other
Federal agencies.

(3) In determining whether an appli-
cant institution satisfies the require-
ment contained in paragraph (b)(1) of
this section, the Secretary—

(i) Counts any period during which
the applicant institution qualified as a
branch campus; and
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(ii) Except as provided in paragraph
(b)(3)(i) of this section, does not count
any period during which the applicant
institution was a part of another eligi-
ble proprietary institution of higher
education, postsecondary vocational
institution, or vocational school.

§600.5

(c) An institution is physically lo-
cated in a State if it has a campus or
other instructional site in that State.

(d)(1) An institution satisfies the re-
quirement contained in paragraph
(a)(8) of this section by examining its
revenues under the following formula:

Title 1V, HEA program funds the institution used to satisfy tuition, fees, and other
institutional charges to students.

The sum of revenues generated by the institution from: Tuition, fees, and other
institutional charges for students enrolled in eligible programs as defined in
34 CFR 668.8; and activities conducted by the institution, to the extent not included
in tuition, fees, and other institutional charges, that are necessary for the education
or training of its students who are enrolled in those eligible programs.

(2) Under the fraction contained in
paragraph (d)(1) of this section—

(i) Except as provided in paragraph
(h) of this section, the title IV, HEA
program funds included in the numera-
tor and the revenue included in the de-
nominator are the amount of title 1V,
HEA program funds and revenues re-
ceived by the institution during the in-
stitution’s last complete fiscal year;

(i) The title 1V, HEA program funds
included in the numerator do not in-
clude State Student Incentive Grant
(SSIG) or Federal Work-Study (FWS)
program funds. (The SSIG and FWS
programs are defined in 34 CFR 668.2);

(iii) The title IV, HEA program funds
included the numerator and revenue in-
cluded the denominator do not include
any refunds paid to or on behalf of stu-
dents under the institution’s refund
policy;

(iv) The amount charged for books,
supplies, and equipment is not included
in the numerator or the denominator
unless the amount is included in tui-
tion, fees, or other institutional
charges;

(v) With regard to the numerator,
any title 1V, HEA program funds dis-
bursed or delivered to or on behalf of a
student shall be presumed to be used to
pay the student’s tuition, fees, or other
institutional charges, regardless of
whether the institution credits those
funds to the student’s account or pays
those funds directly to the student, ex-
cept for tuition, fees, and other institu-
tional charges that were satisfied by—

(A) Grant funds provided by non-Fed-
eral public agencies, or private sources
independent of the institution; or

(B) Funds provided under a contrac-
tual arrangement described in §600.7(d);
and

(vi) With regard to the denominator,
revenue generated by the institution
from other activities conducted by the
institution that are necessary for its
students’ education or training in-
cludes only revenue for those activities
that—

(A) Are conducted on campus or at a
facility under the control of the insti-
tution;

(B) Are performed under the super-
vision of a member of the institution’s
faculty; and

(C) Are required to be performed by
all students in a specific educational
program at the institution.

(e) [Reserved]

(f) Except as provided in paragraph
(h) of this section, an institution shall
notify the Secretary if it fails to sat-
isfy the requirement contained in para-
graph (a)(8) of this section within 90
days following the end of the fiscal
year used in paragraph (d)(1) of this
section.

(g) If an institution loses its eligi-
bility because it failed to satisfy the
requirement contained in paragraph
(a)(8) of this section, to regain its eligi-
bility it must demonstrate compliance
with all eligibility requirements for at
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least the fiscal year following the fis-
cal year used in paragraph (d)(1) of this
section.

(h) Special provisions for the 1994-95
award year. As of July 1, 1994:

(1) If an institution’s latest complete
fiscal year ended during the period of
October 1, 1993 through June 30, 1994,
an institution shall use that fiscal year
in paragraph (d)(1) of this section to de-
termine whether the institution satis-
fies the requirement contained in para-
graph (a)(8) of this section.

(2) If an institution’s latest complete
fiscal year ended before October 1, 1993,
the institution shall use as its latest
fiscal year in paragraph (d)(1) of this
section the fiscal year that ends be-
tween July 1, 1994 and September 30,
1994 to determine whether the institu-
tion satisfies the requirement con-
tained in paragraph (a)(8) of this sec-
tion.

(3) If an institution uses the fiscal
year described in paragraph (h)(1) of
this section as its latest fiscal year
under paragraph (d)(1) of this section,
the institution shall notify the Sec-
retary by September 30, 1994 if it fails
to satisfy the requirement contained in
paragraph (a)(8) of this section.

(4) If an institution uses the fiscal
year described in paragraph (h)(2) of
this section as its latest fiscal year
under paragraph (d)(1) of this section,
the institution shall notify the Sec-
retary if it fails to satisfy the require-
ment contained in paragraph (a)(8) of
this section within 90 days following
the end of that fiscal year.

(i) The Secretary does not recognize
the accreditation of an institution un-
less the institution agrees to submit
any dispute involving the final denial,
withdrawal, or termination of accredi-
tation to binding arbitration before
initiating any other legal action.

(Approved by the Office of Management and
Budget under control number 1840-0098)

(Authority: 20 U.S.C. 1088)

[59 FR 22336, Apr. 29, 1994; 59 FR 32082, June
22, 1994, as amended at 59 FR 47801, Sept. 19,
1994; 59 FR 61177, Nov. 29, 1994; 61 FR 29901,
June 12, 1996; 61 FR 60569, Nov. 29, 1996]
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§600.6 Postsecondary vocational insti-
tution.

(a) A postsecondary vocational insti-
tution is a public or private nonprofit
educational institution that—

(1) Is in a State;

(2) Admits as regular students only
persons who—

(i) Have a high school diploma;

(if) Have the recognized equivalent of
a high school diploma; or

(iii) Are beyond the age of compul-
sory school attendance in the State in
which the institution is physically lo-
cated;

(3) Is legally authorized to provide an
educational program beyond secondary
education in the State in which the in-
stitution is physically located;

(4) Provides an eligible program of
training, as defined in 34 CFR 668.8, to
prepare students for gainful employ-
ment in a recognized occupation;

(5) Is—

(i) Accredited or preaccredited; or

(ii) Approved by a State agency listed
in the FEDERAL REGISTER in accord-
ance with 34 CFR part 603, if the insti-
tution is a public postsecondary voca-
tional educational institution that
seeks to participate only in Federal as-
sistance programs; and

(6) Has been in existence for at least
two years.

(b)(1) The Secretary considers an in-
stitution to have been in existence for
two years only if—

(i) The institution has been legally
authorized to provide, and has pro-
vided, a continuous education or train-
ing program to prepare students for
gainful employment in a recognized oc-
cupation during the 24 months preced-
ing the date of its eligibility applica-
tion; and

(if) The education or training pro-
gram it provides on the date of its eli-
gibility application is substantially the
same in length and subject matter as
the program it provided during the 24
months preceding the date of its eligi-
bility application.

(2)(i) The Secretary considers an in-
stitution to have provided a continuous
education or training program during
the 24 months preceding the date of its
eligibility application even if the insti-
tution did not provide that program
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during normal vacation periods, or pe-
riods when the institution temporarily
closed due to a natural disaster that af-
fected the institution or the institu-
tion’s students.

(ii) The Secretary considers an insti-
tution to have satisfied the provisions
of paragraph (b)(1)(ii) of this section if
the institution substantially changed
the subject matter of the educational
program it provided during that 24-
month period because of new tech-
nology or the requirements of other
Federal agencies.

(3) In determining whether an appli-
cant institution satisfies the require-
ment contained in paragraph (b)(1) of
this section, the Secretary—

(i) Counts any period during which
the applicant institution qualified as
an eligible institution of higher edu-
cation;

(if) Counts any period during which
the applicant institution was part of
another eligible institution of higher
education, provided that the applicant
institution continues to be part of an
eligible institution of higher edu-
cation;

(iii) Counts any period during which
the applicant institution qualified as a
branch campus; and

(iv) Except as provided in paragraph
(b)(3)(iii) of this section, does not count
any period during which the applicant
institution was a part of another eligi-
ble proprietary institution of higher
education or postsecondary vocational
institution.

(c) An institution is physically lo-
cated in a State or other instructional
site if it has a campus or instructional
site in that State.

(d) The Secretary does not recognize
the accreditation or preaccreditation
of an institution unless the institution
agrees to submit any dispute involving
the final denial, withdrawal, or termi-
nation of accreditation to binding arbi-
tration before initiating any other
legal action.

(Authority: 20 U.S.C. 1088 and 1094(c)(3))

§600.7 Conditions of institutional in-
eligibility.

(a) General rule. For purposes of title
IV of the HEA, an educational institu-
tion that otherwise satisfies the re-
quirements contained in §§600.4, 600.5,

§600.7

or 600.6 nevertheless does not qualify as
an eligible institution under this part
if—

(1) For its
year—

(i) More than 50 percent of the insti-
tution’s courses were correspondence
courses as calculated under paragraph
(b) of this section;

(i) Fifty percent or more of the insti-
tution’s regular enrolled students were
enrolled in correspondence courses;

(iii) Twenty-five percent or more of
the institution’s regular enrolled stu-
dents were incarcerated;

(iv) Fifty percent or more of its regu-
lar enrolled students had neither a
high school diploma nor the recognized
equivalent of a high school diploma,
and the institution does not provide a
four-year or two-year educational pro-
gram for which it awards a bachelor’s
degree or an associate degree, respec-
tively;

(2) The institution, or an affiliate of
the institution that has the power, by
contract or ownership interest, to di-
rect or cause the direction of the man-
agement of policies of the institution—

(A) Files for relief in bankruptcy, or

(B) Has entered against it an order
for relief in bankruptcy; or

(3) The institution, its owner, or its
chief executive officer—

(i) Has pled guilty to, has pled nolo
contendere to, or is found guilty of, a
crime involving the acquisition, use, or
expenditure of title IV, HEA program
funds; or

(i) Has been judicially determined to
have committed fraud involving title
1V, HEA program funds.

(b) Special provisions regarding cor-
respondence courses and students—(1)
Treatment of telecommunications courses.
For purposes of paragraphs (a)(1) (i)
and (ii) of this section, the Secretary
considers a telecommunications course
to be a correspondence course if the
sum of telecommunications courses
and other correspondence courses the
institution provided during that award
year equaled or exceeded 50 percent of
the total number of courses it provided
during that year.

(2) Calculating the number of courses.
For purposes of paragraphs (a)(1) (i)
and (ii) of this section—

latest complete award
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(i) A correspondence course may be a
complete educational program offered
by correspondence, or one course pro-
vided by correspondence in an on-cam-
pus (residential) educational program;

(if) A course must be considered as
being offered once during an award
year regardless of the number of times
it is offered during that year; and

(iii) A course that is offered both on
campus and by correspondence must be
considered two courses for the purpose
of determining the total number of
courses the institution provided during
an award year.

(3) Exceptions. (i) The provisions con-
tained in paragraphs (a)(1) (i) and (ii) of
this section do not apply to an institu-
tion that qualifies as a ‘‘technical in-
stitute or vocational school used exclu-
sively or principally for the provision
of vocational education to individuals
who have completed or left high school
and who are available for study in
preparation for entering the labor mar-
ket’” under section 521(4)(C) of the Carl
D. Perkins Vocational and Applied
Technology Education Act.

(ii) The Secretary waives the limita-
tion contained in paragraph (a)(1)(ii) of
this section for an institution that of-
fers a 2-year associate-degree or a 4-
year bachelor’s-degree program if the
students enrolled in the institution’s
correspondence courses receive no
more than 5 percent of the title 1V,
HEA program funds received by stu-
dents at that institution.

(c) Special provisions regarding incar-
cerated students—(1) Exception. The Sec-
retary may waive the prohibition con-
tained in paragraph (a)(1)(iii) of this
section, upon the application of an in-
stitution, if the institution is a non-
profit institution that provides four-
year or two-year educational programs
for which it awards bachelor’s or asso-
ciate degrees, respectively.

(2) If the nonprofit institution that
applies for a waiver consists solely of
four-year or two-year educational pro-
grams for which it offers bachelor’s or
associate degrees, respectively, or both
types of programs, the Secretary
waives the prohibition contained in
paragraph (a)(1)(iii) of this section for
the entire institution.

(3) If the nonprofit institution that
applies for a waiver does not consist
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solely of four-year or two-year edu-
cational programs for which it offers
bachelor’s or associate degrees, respec-
tively, or both types of programs, the
Secretary waives the prohibition con-
tained in paragraph (a)(1)(iii) of this
section—

(i) For the four-year and two-year
programs that lead, respectively, to
bachelor’s and associate degrees; and

(ii) For the other programs the insti-
tution offers, if the incarcerated regu-
lar students enrolled in those other
programs have a completion rate of 50
percent or greater.

(d) Special provision for a nonprofit in-
stitution if more than 50 percent of its en-
rollment consists of students who do not
have a high school diploma or its equiva-
lent. (1) Subject to the provisions con-
tained in paragraphs (d)(2) and (d)(3) of
this section, the Secretary waives the
limitation contained in paragraph
(@)(1)(iv) of this section for a nonprofit
institution if that institution dem-
onstrates to the Secretary’s satisfac-
tion that it exceeds that limitation be-
cause it serves, through contracts with
Federal, State, or local government
agencies, significant numbers of stu-
dents who do not have a high school di-
ploma or its recognized equivalent.

(2) Number of critical students. The
Secretary grants a waliver under para-
graph (d)(1) of this section only if no
more than 40 percent of the institu-
tion’s enrollment of regular students
consists of students who—

(i) Do not have a high school diploma
or its equivalent; and

(ii) Are not served through contracts
described in paragraph (d)(3) of this
section.

(3) Contracts with Federal, State, or
local government agencies. For purposes
of granting a waiver under paragraph
(d)(1) of this section, the contracts re-
ferred to must be with Federal, State,
or local government agencies for the
purpose of providing job training to
low-income individuals who are in need
of that training. An example of such a
contract is a job training contract
under the Job Training Partnership
Act (JPTA).

(e) Special provisions. (1) For purposes
of paragraph (a)(1)of this section, when
counting regular students, the institu-
tion shall—
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(i) Count each regular student with-
out regard to the full-time or part-time
nature of the student’s attendance (i.e.,
‘“head count” rather than “‘full-time
equivalent”);

(if) Count a regular student once re-
gardless of the number of times the
student enrolls during an award year;
and

(iii) Determine the number of regular
students who enrolled in the institu-
tion during the relevant award year
by—

(A) Calculating the number of regu-
lar students who enrolled during that
award year; and

(B) Excluding from the number of
students in paragraph (e)(1)(iii)(A) of
this section, the number of regular stu-
dents who enrolled but subsequently
withdrew or were expelled from the in-
stitution and were entitled to receive a
100 percent refund of their tuition and
fees less any administrative fee that
the institution is permitted to keep
under its fair and equitable refund pol-
icy.

(2) For the purpose of calculating a
completion rate under paragraph
(c)(3)(ii) of this section, the institution
shall—

(i) Determine the number of regular
incarcerated students who enrolled in
the other programs during the last
completed award year;

(i) Exclude from the number of regu-
lar incarcerated students determined
in paragraph (e)(2)(i) of this section,
the number of those students who en-
rolled but subsequently withdrew or
were expelled from the institution and
were entitled to receive a 100 percent
refund of their tuition and fees, less
any administrative fee the institution
is permitted to keep under the institu-
tion’s fair and equitable refund policy;

(iii) Exclude from the total obtained
in paragraph (e)(2)(ii) of this section,
the number of those regular incarcer-
ated students who remained enrolled in
the programs at the end of the applica-
ble award year;

(iv) From the total obtained in para-
graph (e)(2)(iii) of this section, deter-
mine the number of regular incarcer-
ated students who received a degree,
certificate, or other recognized edu-
cational credential awarded for suc-

§600.7

cessfully completing the program dur-
ing the applicable award year; and

(v) Divide the total obtained in para-
graph (e)(2)(iv) of this section by the
total obtained in paragraph (e)(2)(iii) of
this section and multiply by 100.

(f)(2) If the Secretary grants a waiver
to an institution under this section,
the waiver extends indefinitely pro-
vided that the institution satisfies the
waiver requirements in each award
year.

(2) If an institution fails to satisfy
the waiver requirements for an award
year, the institution becomes ineligible
on June 30 of that award year.

(9)(1) For purposes of paragraph (a)(1)
of this section, and any applicable
waiver or exception under this section,
the institution shall substantiate the
required calculations by having the
certified public accountant who pre-
pares its audited financial statement
under 34 CFR 668.15 or its title IV, HEA
program compliance audit under 34
CFR 668.23 report on the accuracy of
those determinations.

(2) The certified public accountant’s
report must be based on performing an

‘‘attestation engagement’” in accord-
ance with the American Institute of
Certified Public Accountants

(AICPA’s) Statement on Standards for
Attestation Engagements. The cer-
tified public accountant shall include
that attestation report with or as part
of the audit report referenced in para-
graph (g)(1) of this section.

(3) The certified public accountant’s
attestation report must indicate
whether the institution’s determina-
tions regarding paragraph (a)(1) of this
section and any relevant waiver or ex-
ception under paragraphs (b), (c), and
(d) of this section are accurate; i.e.,
fairly presented in all material re-
spects.

(h) Notice to the Secretary. An institu-
tion shall notify the Secretary—

(1) By July 31 following the end of an
award year if it falls within one of the
prohibitions contained in paragraph
(a)(l)of this section, or fails to con-
tinue to satisfy a waiver or exception
granted under this section; or

(2) Within 10 days if it falls within
one of the prohibitions contained in
paragraphs (a)(2) or (a)(3) of this sec-
tion.
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(i) Regaining eligibility. (1) If an insti-
tution loses its eligibility because of
one of the prohibitions contained in
paragraph (a)(1) of this section, to re-
gain its eligibility, it must dem-
onstrate—

(i) Compliance with all eligibility re-
quirements;

(ii) That it did not fall within any of
the prohibitions contained in para-
graph (a)(1) of this section for at least
one award year; and

(iii) That it changed its administra-
tive policies and practices to ensure
that it will not fall within any of the
prohibitions contained in paragraph
(a)(1) of this section.

(2) If an institution loses its eligi-
bility because of one of the prohibi-
tions contained in paragraphs (a)(2)
and (a)(3) of this section, this loss is
permanent. The institution’s eligi-
bility cannot be reinstated.

(Approved by the Office of Management and
Budget under control number 1840-0098)

(Authority: 20 U.S.C. 1088)

[59 FR 22336, Apr. 29, 1994; 59 FR 32082, June
22, 1994, as amended at 59 FR 47801, Sept. 19,
1994; 60 FR 34430, June 30, 1995]

§600.8 Treatment of a branch campus.

A branch campus of an eligible insti-
tution must be in existence for at least
two years as a branch campus before
seeking to be designated as a main
campus or a free-standing institution.

(Authority: 20 U.S.C. 1099c)

§600.9 Written agreement between an
eligible institution and another in-
stitution or organization.

(a) Without losing its eligibility
under this part, an eligible institution
may enter into a written agreement
with another eligible institution under
which the latter institution provides
all or a part of the educational pro-
gram of students enrolled in the former
institution if the former institution
gives credit to students enrolled in
that contracted program on the same
basis as if it provided that program
itself.

(b) Without losing its eligibility
under this part, an eligible institution
may enter into a written agreement
with an institution or organization
that is not an eligible institution under
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which the latter institution or organi-
zation provides a part of the edu-
cational program of students enrolled
in the eligible institution if—

(1) The eligible institution gives
credit to students enrolled in that con-
tracted program on the same basis as if
it provided that program itself;

(2) The ineligible institution or orga-
nization—

(i) Has not been terminated from par-
ticipation in the title-1V, HEA pro-
grams; or

(if) Has not withdrawn from partici-
pation in the title 1V, HEA programs
under a termination, show-cause, sus-
pension, or similar type proceeding ini-
tiated by the institution’s State licens-
ing agency, accrediting agency, guar-
antor, or SPRE, or by the Secretary;
and

(3) The ineligible institution or orga-
nization provides—

(i) Not more than 25 percent of the
educational program of a student en-
rolled in the eligible institution; or

(if) More than 25 percent but not
more than 50 percent of the edu-
cational program of a student enrolled
in the eligible institution so long as—

(A) The eligible institution and the
ineligible institution or organization
are not owned or controlled by the
same individual, partnership, or cor-
poration; and

(B) The eligible institution’s accred-
iting agency or, if the eligible institu-
tion is a public postsecondary voca-
tional educational institution, the rel-
evant State agency listed in the FED-
ERAL REGISTER in accordance with 34
CFR part 603, specifically determines
that the institution’s agreement meets
the agency’s standards for the con-
tracting out of educational services.

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

§600.10 Date, extent, duration, and

consequence of eligibility.

(a) Date of eligibility. (1) If the Sec-
retary determines that an applicant in-
stitution satisfies all the statutory and
regulatory eligibility requirements,
the Secretary considers the institution
to be an eligible institution as of the
date—
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(i) The Secretary signs the institu-
tion’s program participation agree-
ment described in 34 CFR part 668, sub-
part B, for purposes of participating in
any title IV, HEA program; and

(if) The Secretary receives all the in-
formation necessary to make that de-
termination for purposes other than
participating in any title 1V, HEA pro-
gram.

(2) For purposes of participating in a
title 1V, HEA program, if an eligible in-
stitution seeks eligibility for a loca-
tion or educational program not pre-
viously designated eligible, and the
Secretary determines that the location
or educational program satisfies all the
statutory and regulatory eligibility re-
quirements, the Secretary considers
the location or program to be eligible
to participate in that title IV, HEA
program as of the date the Secretary
certifies that location or program to so
participate.

(b) Extent of eligibility. (1) If the Sec-
retary determines that the entire ap-
plicant institution, including all its lo-
cations and all its educational pro-
grams, satisfies the applicable require-
ments of this part, the Secretary ex-
tends eligibility to all educational pro-
grams and locations identified on the
institution’s application for eligibility.

(2) If the Secretary determines that
only certain educational programs or
certain locations of an applicant insti-
tution satisfy the applicable require-
ments of this part, the Secretary ex-
tends eligibility only to those edu-
cational programs and locations that
meet those requirements and identifies
the eligible educational programs and
locations in the eligibility notice sent
to the institution under §600.21.

(3) Eligibility does not extend to any
location that an institution establishes
after it receives its eligibility designa-
tion if the institution provides at least
50 percent of an educational program
at that location, unless—

(i) The institution has notified the
Secretary of that location in accord-
ance with §600.30(a)(3); and

(if) The Secretary does not require
the institution to submit an eligibility
application for that location under
§600.21(c).

(c) Subsequent additions of educational
programs. (1) Except as provided in

§600.10

paragraph (c)(2) of this section, if an el-
igible institution adds an educational
program after it has been designated as
an eligible institution by the Sec-
retary, the institution must apply to
the Secretary to have that additional
program designated as an eligible pro-
gram of that institution.

(2) An eligible institution that adds
an educational program after it has
been designated as an eligible institu-
tion by the Secretary does not have to
apply to the Secretary to have that ad-
ditional program designated as an eli-
gible program of that institution if the
additional program—

(i) Leads to an associate, bacca-
laureate, professional, or graduate de-
gree; or

(ii)(A) Prepares students for gainful
employment in the same or related rec-
ognized occupation as an educational
program that has previously been des-
ignated as an eligible program at that
institution by the Secretary; and

(B) Is at least 8 semester hours, 12
quarter hours, or 600 clock hours.

(3) If an institution incorrectly deter-
mines under paragraph (c)(2) of this
section that an educational program
satisfies the applicable statutory and
regulatory eligibility provisions with-
out applying to the Secretary for ap-
proval, the institution is liable to
repay to the Secretary all HEA pro-
gram funds received by the institution
for that educational program, and all
the title IV, HEA program funds re-
ceived by or on behalf of students who
were enrolled in that educational pro-
gram.

(d) Duration of eligibility. (1) If an in-
stitution participates in the title 1V,
HEA programs, the Secretary’s des-
ignation of the institution as an eligi-
ble institution under the title IV, HEA
programs expires when the institu-
tion’s program participation agree-
ment, as described in 34 CFR part 668,
subpart B, expires.

(2) If an institution participates in an
HEA program other than a title 1V,
HEA program, the Secretary’s designa-
tion of the institution as an eligible in-
stitution, for purposes of that non-title
1V, HEA program, does not expire as
long as the institution continues to
satisfy the statutory and regulatory
requirements governing its eligibility.
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(e) Consequence of eligibility. (1) If, as
a part of its institutional eligibility
application, an institution indicates
that it wishes to participate in a title
1V, HEA program and the Secretary de-
termines that the institution satisfies
the applicable statutory and regu-
latory requirements governing institu-
tional eligibility, the Secretary will
determine whether the institution sat-
isfies the standards of administrative
capability and financial responsibility
contained in 34 CFR part 668, subpart
B.

(2) If, as part of its institutional eli-
gibility application, an institution in-
dicates that it does not wish to partici-
pate in any title IV, HEA program and
the Secretary determines that the in-
stitution satisfies the applicable statu-
tory and regulatory requirements gov-
erning institutional eligibility, the in-
stitution is eligible to apply to partici-
pate in any HEA program listed by the
Secretary in the eligibility notice it re-
ceives under §600.21. However, the in-
stitution is not eligible to participate
in those programs, or receive funds
under those programs, merely by vir-
tue of its designation as an eligible in-
stitution under this part.

(Approved by the Office of Management and
Budget under control number 1840-0098)

(Authority: 20 U.S.C. 1088 and 1141)

[59 FR 22336, Apr. 29, 1994, as amended at 59
FR 47801, Sept. 19, 1994]

§600.11 Special rules regarding insti-
tutional accreditation or
preaccreditation.

(a) Change of accrediting agencies. For
purposes of §§600.4(a)(5)(i), 600.5(a)(6),
and 600.6(a)(5)(i), the Secretary does
not recognize the accreditation or
preaccreditation of an otherwise eligi-
ble institution if that institution is in
the process of changing its accrediting
agency, unless the institution provides
to the Secretary—

(1) All materials related to its prior
accreditation or preaccreditation; and

(2) Materials demonstrating reason-
able cause for changing its accrediting
agency.

(b) Multiple accreditation. The Sec-
retary does not recognize the accredi-
tation or preaccreditation of an other-
wise eligible institution if that institu-
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tion is accredited or preaccredited as
an institution by more than one ac-
crediting agency, unless the institu-
tion—

(1) Provides to each such accrediting
agency and the Secretary the reasons
for that multiple accreditation or
preaccreditation;

(2) Demonstrates to the Secretary
reasonable cause for that multiple ac-
creditation or preaccreditation; and

(3) Designates to the Secretary which
agency’s accreditation or
preaccreditation the institution uses to
establish its eligibility under this part.

(©) Loss of accreditation or
preaccreditation. (1) An institution may
not be considered eligible for 24 months
after it has had its accreditation or
preaccreditation withdrawn, revoked,
or otherwise terminated for cause, un-
less the accrediting agency that took
that action rescinds that action.

(2) An institution may not be consid-
ered eligible for 24 months after it has
withdrawn voluntarily from its accred-
itation or preaccreditation status
under a show-cause or suspension order
issued by an accrediting agency, unless
that agency rescinds its order.

(d) Religious exception. (1) If an other-
wise eligible institution loses its ac-
creditation or preaccreditation, the
Secretary considers the institution to
be accredited or preaccredited for pur-
poses of complying with the provisions
of 8§8600.4, 600.5, and 600.6 if the Sec-
retary determines that its loss of ac-
creditation or preaccreditation—

(i) Is related to the religious mission
or affiliation of the institution; and

(i) Is not related to its failure to sat-
isfy the accrediting agency’s standards.

(2) If the Secretary considers an
unaccredited institution to be accred-
ited or preaccredited under the provi-
sions of paragraph (d)(1) of this section,
the Secretary will consider that
unaccredited institution to be accred-
ited or preaccredited for a period suffi-
cient to allow the institution to obtain
alternative accreditation or
preaccreditation, except that period
may not exceed 18 months.

(Authority: 20 U.S.C. 1099b)
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Subpart B—Procedures for
Establishing Eligibility

SOURCE: 59 FR 22336, Apr. 29, 1994, unless
otherwise noted.

§600.20 Application procedures.

(a) An institution that wishes to es-
tablish its eligibility to apply to par-
ticipate in any program authorized by
the HEA must first apply to the Sec-
retary for a determination that it
qualifies as an eligible institution.

(b) A previously designated eligible
institution must apply to the Sec-
retary if—

(1) The Secretary requests the insti-
tution to file an application so as to
determine whether it continues to
meet the requirements of this part; or

(2) The institution satisfies one of
the conditions contained in paragraph
(c) of this section.

(c) An institution must apply if it
wishes to—

(1) Continue to be eligible beyond the
scheduled expiration of its current eli-
gibility designation;

(2) Include in its eligibility designa-
tion a branch campus that is not cur-
rently included in that designation;

(3) Include in its eligibility designa-
tion a location that is not currently in-
cluded in that designation, if—

(i) The institution offers 100 percent
of an educational program at that loca-
tion; or

(ii) The institution offers at least 50
percent of an educational program at
that location, and the Secretary re-
quires the institution to apply for eli-
gibility under §600.21(c)(2);

(4) Continue to be eligible following a
change in its name, location, or ad-
dress;

(5) Continue to include in its eligi-
bility designation a branch campus
that has changed its name, location, or
address;

(6) Continue to include in its eligi-
bility designation another location
that has changed its name, location, or
address, if—

(i) That location offers 100 percent of
an educational program; or

(ii) The Secretary requires the insti-
tution to apply for eligibility under
§600.21(c)(2); or

§600.21

(7) Reestablish eligibility following a
change in ownership that results in a
change in control according to the pro-
visions of §600.31.

(d) An institution applying for des-
ignation as an eligible institution
shall—

(1) Apply on the form prescribed by
the Secretary; and

(2) Provide all the information and
documentation requested by the Sec-
retary to make a determination of its
eligibility.

(Approved by the Office of Management and
Budget under control number 1840-0098)

(Authority: 20 U.S.C. 1088 and 1141)

[59 FR 22336, Apr. 29, 1994, as amended at 59
FR 47801, Sept. 19, 1994]

§600.21 Eligibility notification.

(a) The Secretary notifies an institu-
tion in writing—

(1) Whether the applicant institution
qualifies in whole or in part as an eligi-
ble institution under the appropriate
provisions in 8§§600.4, 600.5, 600.6 and
600.7;

(2) Whether the institution is cer-
tified to participate in the title 1V,
HEA programs if the institution ap-
plied to participate in those programs;
and

(3) Of the title IV, HEA programs in
which it is eligible to participate, and
the title IV, HEA programs for which it
is eligible to apply to participate.

(b) If only a portion of the applicant
institution qualifies as an eligible in-
stitution, the Secretary specifies in the
notice the locations or educational pro-
grams that qualify as the eligible insti-
tution.

(c) If the Secretary receives a notice
from an institution as a result of
§600.30(a)(3), the Secretary—

(1) Notifies the institution that the
location is an eligible location of that
institution, identifies the HEA pro-
grams in which the institution may
participate without further action, and
indicates that the extension of eligi-
bility and participation is effective on
the date that the Secretary received
the institution’s notice; or

(2) Notifies the institution that the
institution must apply for eligibility of
that location under §600.20.
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(d) The Secretary makes the deter-
mination in paragraph (c) of this sec-
tion by evaluating the institution’s
ability to provide adequately education
or training at the location. In making
that evaluation, the Secretary uses
such factors as—

(1) The percentage of an educational
program offered at the location; and

(2) The financial and administrative
capability of the institution.

(Authority: 20 U.S.C. 1088, 1099c, and 1141)
Subpart C—Maintaining Eligibility

SOURCE: 59 FR 22336, Apr. 29, 1994, unless
otherwise noted.

§600.30 Institutional
quirements.

(a) Except as provided in paragraph
(b) of this section, an eligible institu-
tion shall notify the Secretary in writ-
ing, at an address specified by the Sec-
retary in a notice published in the FED-
ERAL REGISTER, no later than 10 days
after the change occurs, of any change
in the following information provided
in the institution’s eligibility applica-
tion:

(1) Its name.

(2) Its address.

(3) The name, number, and address of
locations other than the main campus
at which it offers at least 50 percent of
an educational program and the per-
centages of the educational programs
that it provides at each location.

(4) The way it measures program
length, e.g. clock hours or credit hours.

(5) Its ownership, if that ownership
change results in a change in control of
the institution.

(6) Its status as a proprietary, non-
profit, or public institution.

(7) A persons ability to affect sub-
stantially the actions of the institu-
tion, if that person did not previously
have this ability. The Secretary gen-
erally considers a person to have this
ability if the person—

(i) Directly or indirectly holds at
least a 25 percent ownership interest in
the institution;

(ii) Holds, together with another
member or members of his or her fam-
ily, at least a 25 percent ownership in-
terest in the institution;

notification re-
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(iii) Represents, either alone or to-
gether with other persons, under a vot-
ing trust, power of attorney, proxy, or
similar agreement one or more persons
who hold either individually or in com-
bination with the other persons rep-
resented or the person representing
them, at least a 25 percent ownership
in the institution; or

(iv) Is a member of the board of di-
rectors, a general partner, the chief ex-
ecutive officer, or other executive offi-
cer of—

(A) The institution; or

(B) An entity that holds at least a 25
percent ownership interest in the insti-
tution.

(b) An eligible institution that is
owned by a publicly-traded corporation
shall notify the Secretary in writing,
at an address specified by the Sec-
retary in a notice published in the FED-
ERAL REGISTER, of any change in the
information that is described in para-
graphs (a) (5) through (7) of this section
at the same time that the institution
notifies the institution’s accrediting
agency, but no later than 10 days after
the corporation learns of the change.

(c) The Secretary notifies the institu-
tion in writing if any reported change
affects the institution’s eligibility, and
the effective date of that change.

(d) The institution’s failure to inform
the Secretary of the information de-
scribed in paragraph (a) of this section
within the time period stated in that
paragraph may result in adverse action
against it, including its loss of eligi-
bility.

(e)(1) For the purposes of this sec-
tion, an ownership interest is a share of
the legal or beneficial ownership or
control of, or a right to share in the
proceeds of the operation of, an institu-
tion or institution’s parent corpora-
tion.

(2) The term ownership interest in-
cludes, but is not limited to—

(i) An interest as tenant in common,
joint tenant, or tenant by the
entireties;

(ii) A partnership; and

(iii) An interest in a trust.

(3) The term ownership interest does
not include any share of the ownership
or control of, or any right to share in
the proceeds of the operation of—
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(i) A mutual fund that is regularly
and publicly traded;

(if) An institutional investor; or

(iii) A profit-sharing plan, provided
that all employees are covered by the
plan.

(f) For the purposes of this section,
the Secretary considers a member of a
person’s family to be a parent, sibling,
spouse or child; spouse’s parent or sib-
ling; or sibling’s or child’s spouse.

(Approved by the Office of Management and
Budget under control number 1840-0098)

(AUTHORITY: 20 U.S.C. 1088 and 1141)

[59 FR 22336, Apr. 29, 1994, as amended at 59
FR 47801, Sept. 19, 1994; 60 FR 34430, June 30,
1995]

§600.31 Change in ownership result-
ing in a change of control.

(a) General. (1) An institution that
undergoes a change in ownership that
results in a change of control ceases to
qualify as an eligible institution upon
the change in ownership and control. A
change in ownership that results in a
change in control includes any change
by which a person who has or thereby
acquires an ownership interest in the
entity that owns this institution or the
parent corporation of that entity, ac-
quires or loses the ability to control
the institution.

(2) In order to reestablish eligibility
and to resume participation in the title
1V, HEA programs, the institution
must demonstrate to the Secretary
that after the change in ownership and
control—

(i) The institution satisfies all the
applicable requirements contained in
§§600.4, 600.5, and 600.6, except that if
the institution is a proprietary institu-
tion of higher education or postsecond-
ary vocational institution, it need not
have been in existence for two years
before seeking eligibility; and

(ii) The institution qualifies to be
certified to participate under 34 CFR
part 668, subpart B.

(b) Definitions. The following defini-
tions apply to terms used in this sec-
tion:

Closely-held corporation. Closely-held
corporation (including the term close
corporation) means—

§600.31

(1) A corporation that qualifies under
the law of the State of its incorpora-
tion as a closely-held corporation; or

(2) If the State of incorporation has
no definition of closely-held corpora-
tion, a corporation the stock of which

(i) Is held by no more than 30 per-
sons; and

(if) Has not been and is not planned
to be publicly offered.

Control. Control (including the terms
controlling, controlled by and under
common control with) means the pos-
session, direct or indirect, of the power
to direct or cause the direction of the
management and policies of a person,
whether through the ownership of vot-
ing securities, by contract, or other-
wise.

Ownership. Ownership or ownership
interest means a legal or beneficial in-
terest in an entity, or a right to share
in the profits derived from the oper-
ation of an entity. The term does not
include the interests of a mutual fund
that is regularly and publicly traded,
of an institutional investor, or of a
profit-sharing plan in which all em-
ployees of an entity may participate.

Parent. The parent or parent corpora-
tion of a specified corporation is the
corporation or partnership that con-
trols the specified corporation directly
or indirectly through one or more
intermediaries.

Person. Person includes a legal person
(corporation or partnership) or an indi-
vidual.

Wholly-owned subsidiary. A wholly-
owned subsidiary is one substantially
all of whose outstanding voting securi-
ties are owned by its parent together
with the parent’s other wholly-owned
subsidiaries.

(c) Standards for identifying changes of
ownership and control—(1) Closely-held
corporation. A change in ownership and
control occurs when—

(i) A person acquires more than 50
percent of the total outstanding voting
stock of the corporation;

(ii) A person who holds an ownership
interest in the corporation acquires
control of more than 50 percent of the
outstanding voting stock of the cor-
poration; or
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(iii) A person who holds or controls 50
percent or more of the total outstand-
ing stock of the corporation ceases to
hold or control that proportion of the
stock of the corporation.

(2) Publicly-traded corporation required
to be registered with the Securities and
Exchange Commission (SEC). A change in
ownership and control occurs when a
change of control of the corporation
takes place that gives rise to the obli-
gation to file a Form 8K with the SEC
notifying that agency of the change in
control.

(3) Other corporations. A change in
ownership and control of a corporation
that is neither closely-held nor re-
quired to be registered with the SEC
occurs when—

(i) A person who has or acquires an
ownership interest acquires both con-
trol of at least 25 percent of the total
outstanding voting stock of the cor-
poration and control of the corpora-
tion;

(ii) A person who holds both owner-
ship or control of at least 25 percent of
the total outstanding voting stock of
the corporation and control of the cor-
poration, ceases to own or control that
proportion of the stock of the corpora-
tion, or to control the corporation; or

(iii) For a membership corporation, a
person who is or becomes a member ac-
quires or loses control of 25 percent of
the voting interests of the corporation
and control of the corporation.

(4) Partnership or sole proprietorship. A
change in ownership and control occurs
when a person who has or acquires an
ownership interest acquires or loses
control as described in this section.

(5) Parent corporation. An institution
that is a wholly-owned subsidiary
changes ownership and control when
the parent corporation changes owner-
ship and control as described in this
section.

(6) Nonprofit corporation or association.
An institution that is owned by a non-
profit corporation or association
changes ownership and control when a
change specifically described in this
paragraph (c) takes place.

(7) Public institution. Notwithstanding
paragraph (d) of this section, an insti-
tution owned and operated by a govern-
mental entity changes ownership and
control only when the ownership of the
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institution is transferred to a different
governmental entity or to another per-
son.

(d) Covered transactions. For the pur-
poses of this section, a change in own-
ership of an institution that results in
a change of control may include, but is
not limited to—

(1) The sale of the institution;

(2) The transfer of the controlling in-
terest of stock of the institution or its
parent corporation;

(3) The merger of two or more eligi-
ble institutions;

(4) The division of one institution
into two or more institutions;

(5) The transfer of the liabilities of
an institution to its parent corpora-
tion;

(6) A transfer of assets that comprise
a substantial portion of the edu-
cational business of the institution, ex-
cept where the transfer consists exclu-
sively in the granting of a security in-
terest in those assets; or

(7) A conversion of the institution
from a for-profit to a nonprofit institu-
tion.

(e) Excluded transactions. A change in
ownership and control otherwise sub-
ject to this section does not include a
transfer of ownership and control upon
the retirement or death of the owner,
to—

(1) A member of the owner’s family,
as described in §600.30(f);

(2) A person with an ownership inter-
est in the institution who has been in-
volved in management of the institu-
tion for at least two years preceding
the transfer.

(f) Transfers subject to contingency. An
institution may submit and have con-
sidered an application for a designation
of eligibility and for certification
under 34 CFR part 668, subpart B, only
when the transfer has been completed.
A transfer is complete for purposes of
this section when the transfer is other-
wise final but is subject to the condi-
tion subsequent that the institution
obtain approval from the Secretary,
the accrediting agency, or State licens-
ing authority after the transfer. A
transfer otherwise complete is not con-
sidered incomplete or contingent where
the transferor retains a interest in the
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stock or assets of the institution or its
owner solely for purposes of security.

(Approved by the Office of Management and
Budget under control number 1840-0098)

(Authority: 20 U.S.C. 1099c)

[59 FR 22336, Apr. 29, 1994, as amended at 59
FR 47801, Sept. 19, 1994; 60 FR 33430, June 30,
1995]

§600.32 Eligibility of additional loca-
tions.

(a) Except as provided in paragraphs
(b) and (c) of this section, to qualify as
an eligible location, an additional loca-
tion of an eligible institution must sat-
isfy the applicable requirements of this
section and §§600.4, 600.5, 600.6, 600.8,
and 600.10.

(b) To qualify as an eligible location,
an additional location is not required
to satisfy the two-year requirement of
§§600.5(a)(7) or 600.6(a)(6), unless—

(1) The location was a facility of an-
other institution that has closed or
ceased to provide educational programs
for a reason other than a normal vaca-
tion period or a natural disaster that
directly affects the institution or the
institution’s students;

(2) The applicant institution ac-
quired, either directly from the institu-
tion that closed or ceased to provide
educational programs, or through an
intermediary, the assets at the loca-
tion; and

(3) The institution from which the
applicant institution acquired the as-
sets of the location—

(i) Owes a liability for a violation of
an HEA program requirement; and

(if) Is not making payments in ac-
cordance with an agreement to repay
that liability.

(c) Notwithstanding paragraph (b) of
this section, an additional location is
not required to satisfy the two-year re-
quirement of §600.5(a)(7) or §600.6(a)(6)
if the applicant institution agrees—

(1) To be liable for all improperly ex-
pended or unspent title 1V, HEA pro-
gram funds received by the institution
that has closed or ceased to provide
educational programs;

(2) To be liable for all unpaid refunds
owed to students who received title IV,
HEA program funds; and

(3) To abide by the policy of the insti-
tution that has closed or ceased to pro-
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vide educational programs regarding
refunds of institutional charges to stu-
dents in effect before the date of the
acquisition of the assets of the addi-
tional location for the students who
were enrolled before that date.

(d) For purposes of this section, an
‘‘additional location” is a location of
an institution that was not designated
as an eligible location in the eligibility
notification provided to an institution
under §600.21.

(Authority: 20 U.S.C. 1088 and 1141)
Subpart D—Loss of Eligibility

SOURCE: 59 FR 22336, Apr. 29, 1994, unless
otherwise noted.

§600.40 Loss of eligibility.

(a)(1) Except as provided in para-
graphs (a) (2) and (3) of this section, an
institution, or a location or edu-
cational program of an institution,
loses its eligibility on the date that—

(i) The institution, location, or edu-
cational program fails to meet any of
the eligibility requirements of this
part;

(ii) The institution or location per-
manently closes;

(iii) The institution or location
ceases to provide educational programs
for a reason other than a normal vaca-
tion period or a natural disaster that
directly affects the institution, par-
ticular location, or the students of the
institution or location; or

(iv) For purposes of the title 1V, HEA
programs—

(A) The institution’s period of par-
ticipation as specified under 34 CFR
668.13 expires;

(B) The institution’s provisional cer-
tification is revoked under 34 CFR
668.13; or

(C) The Secretary receives a notice
under 34 CFR part 667 from a SPRE of
the SPRE’s determination that the in-
stitution shall not be eligible to par-
ticipate in a title IV, HEA program.

(2) If an institution loses its eligi-
bility because it violated the require-
ments of §600.5(a)(8), as evidenced by
the determination under provisions
contained in §600.5(d), it loses its eligi-
bility on the last day of the fiscal year
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used in §600.5(d), except that if an in-
stitution’s latest fiscal year was de-
scribed in §600.7(h)(1), it loses its eligi-
bility as of June 30, 1994.

(3) If an institution loses its eligi-
bility under the provisions of
§600.7(a)(1), it loses its eligibility on
the last day of the award year being
evaluated under that provision.

(b) If the Secretary undertakes to
terminate the eligibility of an institu-
tion because it violated the provisions
of §600.5(a)(8) or §600.7(a), and the insti-
tution requests a hearing, the presiding
official must terminate the institu-
tion’s eligibility if it violated those
provisions, notwithstanding its status
at the time of the hearing.

(©)(1) If the Secretary designates an
institution or any of its educational
programs or locations as eligible on the
basis of inaccurate information or doc-
umentation, the Secretary’s designa-
tion is void from the date the Sec-
retary made the designation, and the
institution or program or location, as
applicable, never qualified as eligible.

(2) If an institution closes its main
campus or stops providing any edu-
cational programs on its main campus,
it loses its eligibility as an institution,
and that loss of eligibility includes all
its locations and all its programs. Its
loss of eligibility is effective on the
date it closes that campus or stops pro-
viding any educational program at that
campus.

(d) Except as otherwise provided in
this part, if an institution ceases to
satisfy any of the requirements for eli-
gibility under this part—

(1) It must notify the Secretary with-
in 30 days of the date that it ceases to
satisfy that requirement; and

(2) It becomes ineligible to continue
to participate in any HEA program as
of the date it ceases to satisfy any of
the requirements.

(Authority: 20 U.S.C. 1088, 1099a-3, and 1141)

§600.41 Termination and emergency
action proceedings.

(a) If the Secretary believes that a
previously designated eligible institu-
tion as a whole, or at one or more of its
locations, does not satisfy the statu-
tory or regulatory requirements that
define that institution as an eligible
institution, the Secretary may—

34 CFR Ch. VI (7-1-98 Edition)

(1) Terminate the institution’s eligi-
bility designation in whole or as to a
particular location—

(i) Under the procedural provisions
applicable to terminations contained
in 34 CFR 668.81, 668.83, 668.86, 668.87,
668.88, 668.89, 668.90 (a)(1), (a)(4), and (c)
through (f), and 668.91; or

(ii) Under a show-cause hearing, if
the institution’s loss of eligibility re-
sults from—

(A) Its previously qualifying as an el-
igible vocational school;

(B) Its previously qualifying as an el-
igible institution, notwithstanding its
unaccredited status, under the trans-
fer-of-credit alternative to accredita-
tion (as that alternative existed in 20
U.S.C. 1085, 1088, and 1141(a)(5)(B) and
§600.8 until July 23, 1992);

(C) Its loss of accreditation or
preaccreditation;

(D) Its loss of legal authority to pro-
vide postsecondary education in the
State in which it is physically located;

(E) Its violations of the provisions
contained in §600.5(a)(8) or §600.7(a);

(F) Its permanently closing;

(G) Its ceasing to provide educational
programs for a reason other than a nor-
mal vacation period or a natural disas-
ter that directly affects the institu-
tion, a particular location, or the stu-
dents of the institution or location; or

(H) The Secretary’s receipt of a no-
tice under 34 CFR part 667 from a SPRE
of the SPRE’s determination that the
institution shall not be eligible to par-
ticipate in the title IV, HEA programs;

(2) Limit, under the provisions of 34
CFR 668.86, the authority of the insti-
tution to disburse, deliver, or cause the
disbursement or delivery of funds
under one or more title 1V, HEA pro-
grams as otherwise provided under 34
CFR 668.26 for the benefit of students
enrolled at the ineligible institution or
location prior to the loss of eligibility
of that institution or location; and

(3) Initiate an emergency action
under the provisions contained in 34
CFR 668.83 with regard to the institu-
tion’s participation in one or more
title IV, HEA programs.

(b) If the Secretary believes that an
educational program offered by an in-
stitution that was previously des-
ignated by the Secretary as an eligible
institution under the HEA does not
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satisfy relevant statutory or regu-
latory requirements that define that
educational program as part of an eli-
gible institution, the Secretary may in
accordance with the procedural provi-
sions described in paragraph (a) of this
section—

(1) Undertake to terminate that edu-
cational program’s eligibility under
one or more of the title IV, HEA pro-
grams under the procedural provisions
applicable to terminations described in
paragraph (a) of this section;

(2) Limit the institution’s authority
to deliver, disburse, or cause the deliv-
ery or disbursement of funds provided
under that title IV, HEA program to
students enrolled in that educational
program, as otherwise provided in 34
CFR 668.26; and

(3) Initiate an emergency action
under the provisions contained in 34
CFR 668.83 with regard to the institu-
tion’s participation in one or more
title 1V, HEA programs with respect to
students enrolled in that educational
program.

(©)(1) An action to terminate and
limit the eligibility of an institution as
a whole or as to any of its locations or
educational programs is initiated in
accordance with 34 CFR 668.86(b) and
becomes final 20 days after the Sec-
retary notifies the institution of the
proposed action, unless the designated
department official receives by that
date a request for a hearing or written
material that demonstrates that the
termination and limitation should not
take place.

(2) Once a termination under this sec-
tion becomes final, the termination is
effective with respect to any commit-
ment, delivery, or disbursement of
funds provided under an applicable
title 1V, HEA program by the institu-
tion—

(i) Made to students enrolled in the
ineligible institution, location, or edu-
cational program; and

(if) Made on or after the date of the
act or omission that caused the loss of
eligibility as to the institution, loca-
tion, or educational program.

(3) Once a limitation under this sec-
tion becomes final, the limitation is ef-
fective with regard to any commit-
ment, delivery, or disbursement of
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funds under the applicable title
HEA program by the institution—

(i) Made after the date on which the
limitation became final; and

(ii) Made to students enrolled in the
ineligible institution, location, or edu-
cational program.

(d) After a termination under this
section of the eligibility of an institu-
tion as a whole or as to a location or
educational program becomes final, the
institution may not certify applica-
tions for, make awards of or commit-
ments for, deliver, or disburse funds
under the applicable title 1V, HEA pro-
gram, except—

(1) In accordance with the require-
ments of 34 CFR 668.26(c) with respect
to students enrolled in the ineligible
institution, location, or educational
program; and

(2) After satisfaction of any addi-
tional requirements, imposed pursuant
to a limitation under paragraph (a)(2)
of this section, which may include the
following:

(i) Completion of the actions required
by 34 CFR 668.26(a) and (b).

(ii) Demonstration that the institu-
tion has made satisfactory arrange-
ments for the completion of actions re-
quired by 34 CFR 668.26(a) and (b).

(iii) Securing the confirmation of a
third party selected by the Secretary
that the proposed disbursements or de-
livery of title IV, HEA program funds
meet the requirements of the applica-
ble program.

(iv) Using institutional funds to
make disbursements permitted under
this paragraph and seeking reimburse-
ment from the Secretary for those dis-
bursements.

(e) If the Secretary undertakes to
terminate the eligibility of an institu-
tion, location, or program under para-
graphs (a) and (b) of this section:

(1) If the basis for the loss of eligi-
bility is the loss of accreditation or
preaccreditation, the sole issue is
whether the institution, location, or
program has the requisite accredita-
tion or preaccreditation. The presiding
official has no authority to consider
challenges to the action of the accred-
iting agency.

(2) If the basis for the loss of eligi-
bility is the loss of legal authorization,

1V,
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the sole issue is whether the institu-
tion, location, or program has the reqg-
uisite legal authorization. The presid-
ing official has no authority to con-
sider challenges to the action of a
State agency in removing the legal au-
thorization.

(3) If the basis for the loss of eligi-
bility for title IV, HEA program pur-
poses is a notice under 34 CFR part 667
from a SPRE to the Secretary of the
SPRE’s determination that the institu-
tion shall not be eligible to participate
in the title IV, HEA programs, the sole
issue is whether the SPRE notified the
Secretary of that determination. The
presiding official has no authority to
consider any challenge to the SPRE’s
determination.

(Authority: 20 U.S.C. 1088, 1091, 1094, 1099a-3,
and 1141)

Subpart E—Eligibility of Foreign In-
stitutions To Apply To Partici-
pate in the Federal Family
Education Loan (FFEL) Pro-
grams

SOURCE: 59 FR 22063, Apr. 28, 1994, unless
otherwise noted.

§600.51 Purpose and scope.

(a) A foreign institution is eligible to
apply to participate in the Federal
Family Education Loan (FFEL) pro-
grams if it is comparable to an eligible
institution of higher education located
in the United States and has been ap-
proved by the Secretary in accordance
with the provisions of this subpart.

(b) This subpart E contains the pro-
cedures and criteria under which a for-
eign institution may be deemed eligi-
ble to apply to participate in the FFEL
programs.

(c) This subpart E does not include
the procedures and criteria by which a
foreign institution that is deemed eli-
gible to apply to participate in the
FFEL programs actually applies for
that participation. Those procedures
and criteria are contained in the regu-
lations for the FFEL programs, 34 CFR
part 682, subpart F.

(Authority: 20 U.S.C. 1082, 1088)
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§600.52 Definitions.

The following definitions apply to
this subpart E:

Foreign graduate medical school: A for-
eign institution that qualifies to be
listed in, and is listed as a medical
school in, the most current edition of
the World Directory of Medical Schools
published by the World Health Organi-
zation (WHO).

Foreign institution: An institution
that is not located in a State.

Passing score: The minimum passing
score as defined by the Educational
Commission for Foreign Medical Grad-
uates (ECFMG).

Secondary school: A school that pro-
vides secondary education as deter-
mined under the laws of the country in
which the school is located.

(Authority: 20 U.S.C. 1082, 1088)

§600.53 Requesting an eligibility de-
termination.

(@) To be designated as eligible to
apply to participate in the FFEL pro-
grams or to continue to be eligible be-
yond the scheduled expiration of the
institution’s current period of eligi-
bility, a foreign institution must—

(1) Apply on the form prescribed by
the Secretary; and

(2) Provide all the information and
documentation requested by the Sec-
retary to make a determination of that
eligibility.

(b) If a foreign institution fails to
provide, release, or authorize release to
the Secretary of information that is re-
quired in this subpart E, the institu-
tion is ineligible to apply to partici-
pate in the FFEL programs.

(Approved by the Office of Management and
Budget under control number 1840-0673)

(Authority: 20 U.S.C. 1082, 1088)

§600.54 Criteria for determining
whether a foreign institution is eli-
gible to apply to participate in the
FFEL programs.

The Secretary considers a foreign in-
stitution to be comparable to an eligi-
ble institution of higher education in
the United States and eligible to apply
to participate in the FFEL programs if
the foreign institution is a public or
private nonprofit educational institu-
tion that—

192



Off. of Postsecondary Educ., Education

(a) Admits as regular students only
persons who—

(1) Have a secondary school comple-
tion credential; or

(2) Have the recognized equivalent of
a secondary school completion creden-
tial;

(b) Is legally authorized by an appro-
priate authority to provide an eligible
educational program beyond the sec-
ondary school level in the country in
which the institution is located; and

(c) Provides an eligible education
program—

(1) For which the institution is le-
gally authorized to award a degree that
is equivalent to an associate, bacca-
laureate, graduate, or professional de-
gree awarded in the United States;

(2) That is at least a two-academic-
year program acceptable for full credit
toward the equivalent of a bacca-
laureate degree awarded in the United
States; or

(3) That is equivalent to at least a
one-academic-year training program in
the United States that leads to a cer-
tificate, degree, or other recognized
educational credential and prepares
students for gainful employment in a
recognized occupation.

(Authority: 20 U.S.C. 1082, 1088)

8§600.55 Additional criteria for deter-
mining whether a foreign graduate
medical school is eligible to apply
to participate in the FFEL pro-
grams.

(a) The Secretary considers a foreign
graduate medical school to be eligible
to apply to participate in the FFEL
programs if, in addition to satisfying
the criteria in §600.54 (except the cri-
terion that the institution be public or
private nonprofit), the school satisfies
all of the following criteria:

(1) The school provides, and in the
normal course requires its students to
complete, a program of clinical and
classroom medical instruction of not
less that 32 months in length, that is
supervised closely by members of the
school’s faculty and that is provided ei-
ther—

(i) Outside the United States, in fa-
cilities adequately equipped and staffed
to afford students comprehensive clini-
cal and classroom medical instruction;
or
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(ii) In the United States, through a
training program for foreign medical
students that has been approved by all
medical licensing boards and evaluat-
ing bodies whose views are considered
relevant by the Secretary.

(2) The school has graduated classes
during each of the two twelve-month
periods immediately preceding the date
the Secretary receives the school’s re-
quest for an eligibility determination.

(3) The school employs for the pro-
gram described in paragraph (a)(1) of
this section only those faculty mem-
bers whose academic credentials are
the equivalent of credentials required
of faculty members teaching the same
or similar courses at medical schools
in the United States.

(@)(i) The school has been approved
by an accrediting body—

(A) That is legally authorized to
evaluate the quality of graduate medi-
cal school educational programs and
facilities in the country where the
school is located; and

(B) Whose standards of accreditation
of graduate medical schools—

(1) Have been evaluated by the advi-
sory panel of medical experts estab-
lished by the Secretary; and

(2) Have been determined to be com-
parable to standards of accreditation
applied to medical schools in the
United States; or

(if) The school is a public or private
nonprofit educational institution that
satisfies the requirements in
§600.4(a)(5)(D).

(B)(1)(A) During the academic year
preceding the year for which any of the
school’s students seeks an FFEL pro-
gram loan, at least 60 percent of those
enrolled as full-time regular students
in the school and at least 60 percent of
the school’s most recent graduating
class were persons who did not meet
the citizenship and residency criteria
contained in 34 CFR 668.7(a)(4)(i)
through (iii); and

(B) At least 60 percent of the school’s
students and graduates who took any
step of the examinations administered
by the Educational Commission for
Foreign Medical Graduates (ECFMG)
(including the ECFMG English test) in
the year preceding the year for which
any of the school’s students seeks an
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FFEL program loan received passing
scores on the exams; or

(i) The school’s clinical training pro-
gram was approved by a State as of
January 1, 1992, and is currently ap-
proved by that State.

(b) In performing the calculation re-
quired in paragraph (a)(5)(i)(B) of this
section, a foreign graduate medical
school shall count as a graduate each
person who graduated from the school
during the three years preceding the
year for which the calculation is per-
formed.

(Authority: 20 U.S.C. 1082, 1088)

[59 FR 22063, Apr. 28, 1994; 59 FR 33681, June
30, 1994]

§600.56 Duration of eligibility deter-
mination.

(a) The eligibility of a foreign insti-
tution under this subpart expires four
years after the date of the Secretary’s
determination that the institution is
eligible to apply for participation, ex-
cept that the Secretary may specify a
shorter period of eligibility. In the case
of a foreign graduate medical school,
continued eligibility is dependent upon
annual submission of the data and in-
formation required under
§600.55(a)(5)(i), subject to the terms de-
scribed in §600.53(b).

(b) A foreign institution that has
been determined eligible loses its eligi-
bility on the date that the institution
no longer meets any of the criteria in
this subpart E.

(¢) Notwithstanding the provisions of
34 CFR 668.26, if a foreign institution
loses its eligibility under this subpart
E, an otherwise eligible student, con-
tinuously enrolled at the institution
before the loss of eligibility, may re-
ceive an FFEL program loan for at-
tendance at that institution for the
academic year succeeding the academic
year in which that institution lost its
eligibility, if the student actually re-
ceived an FFEL program loan for at-
tendance at the institution for a period
during which the institution was eligi-
ble under this subpart E.

(Authority: 20 U.S.C. 1082, 1088, 1099c)

[59 FR 22063, Apr. 28, 1994; 59 FR 33681, June
30, 1994]

PART 601 [RESERVED]
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PART 602—SECRETARY’S PROCE-
DURES AND CRITERIA FOR THE
RECOGNITION OF ACCREDITING
AGENCIES

Subpart A—General Provisions

Sec.

602.1 Purpose.

602.2 Definitions.

602.3 Organization and membership.

602.4 Submission of information to the

Secretary by
agencies.

602.5 Notice to accrediting agencies of Fed-
eral actions.

recognized accrediting

Subpart B—Recognition and Termination

Procedures
602.10 Application for recognition.
602.11 Preliminary review by the Sec-

retary.

602.12 Review by the National Advisory
Committee on Institutional Quality and
Integrity.

602.13 Review and decision by the Sec-
retary.

602.14 Limitation, suspension, or termi-

nation of recognition.

602.15 Appeals procedures.
602.16 Publication of list of recognized
agencies.

Subpart C—Criteria for Secretarial

Recognition

602.20 Geographic scope of accrediting ac-
tivities.

602.21 Administrative and fiscal respon-
sibility.

602.22 Accreditation experience.

602.23  Application of standards.

602.24  Accreditation processes.

602.25 Substantive change.
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602.27 Additional required operating proce-
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602.30 Regard for decisions of States and

other accrediting agencies.

AUTHORITY: 20 U.S.C. 1099b, unless other-
wise noted.

SOURCE: 59 FR 22253, Apr. 29, 1994, unless
otherwise noted.

Subpart A—General Provisions

§602.1 Purpose.

(a)(1) This part establishes proce-
dures and criteria for the Secretary’s
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