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§ 614.4 Which member of the consor-
tium must act as the lead applicant 
and fiscal agent? 

(a) For purposes of 34 CFR 75.127, the 
lead applicant for the consortium must 
be a nonprofit member of the consor-
tium. 

(b) The lead applicant must serve as 
the fiscal agent. 

(Authority: 20 U.S.C. 6832) 

§ 614.5 What are the matching require-
ments for the consortia? 

A consortium must provide at least 
50 percent of the total project cost per 
budget period of the project using non- 
Federal funds. 

(Authority: 20 U.S.C. 6832) 

§ 614.6 What is the maximum indirect 
cost rate for all consortium mem-
bers and any cost-type contract? 

(a) The maximum indirect cost rate 
for all consortium partners and any 
cost-type contract made under these 
grants is eight percent of a modified 
total direct cost base or the partner’s 
negotiated indirect cost rate, which-
ever rate is lower. 

(b) For purposes of this section, a 
modified total direct cost base is total 
direct costs less stipends, tuition, and 
related fees, and capital expenditures 
of $5,000 or more. 

(c) Indirect costs in excess of the 
maximum may not be— 

(1) Charged as direct costs by the 
grantee; 

(2) Used by the grantee to satisfy 
matching or cost sharing requirements; 
or 

(3) Charged by the grantee to another 
Federal award. 

(Authority: 20 U.S.C. 6832) 

§ 614.7 What prohibitions apply to the 
use of grant funds under this pro-
gram? 

Grant funds may not be used— 
(a) To recruit prospective teachers; 
(b) To support the cost of a prospec-

tive teacher’s education through any 
form of financial aid assistance includ-
ing scholarships, internships, or stu-
dent stipends; or 

(c) For in-service training or con-
tinuing education for currently cer-
tified teachers. 

(Authority: 20 U.S.C. 6832) 

§ 614.8 What is the significance of the 
deadline date for applications? 

Notwithstanding § 75.102 of this chap-
ter, an application for a grant under 
this program must be received by the 
deadline date that will be announced in 
a separate notice in the FEDERAL REG-
ISTER. 

(Authority: 20 U.S.C. 6832) 

PART 628—ENDOWMENT 
CHALLENGE GRANT PROGRAM 

Subpart A—General 

Sec. 
628.1 What are the purposes of the Endow-

ment Challenge Grant Program? 
628.2 Which institutions are eligible to 

apply for an endowment challenge grant? 
628.3 Under what conditions may an eligible 

institution designate a foundation as the 
recipient of an endowment challenge 
grant? 

628.4 What time limitations are placed on 
grantees applying for another grant? 

628.5 What regulations apply to the Endow-
ment Challenge Grant Program? 

628.6 What definitions apply to the Endow-
ment Challenge Grant Program? 

Subpart B—What Type of Grant Does the 
Secretary Award Under the Endow-
ment Challenge Grant Program? 

628.10 What are the characteristics of an en-
dowment challenge grant? 

Subpart C—How Does an Eligible Institution 
Apply for an Endowment Challenge 
Grant? 

628.20 What shall an applicant include in an 
application for an endowment challenge 
grant? 

Subpart D—How Does the Secretary Award 
an Endowment Challenge Grant? 

628.30 How does the Secretary evaluate an 
application for an endowment challenge 
grant? 

628.31 What selection criteria does the Sec-
retary use in evaluating an application 
for an endowment challenge grant? 
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628.32 What funding priorities does the Sec-
retary use in evaluating an application 
for an endowment challenge grant? 

Subpart E—What Conditions Must a Grant-
ee Meet Under the Endowment Chal-
lenge Grant Program? 

628.40 What are the restrictions on the 
amount of an endowment challenge 
grant? 

628.41 What are the obligations of an insti-
tution that the Secretary selects to re-
ceive an endowment challenge grant? 

628.42 What may a grantee not use to match 
an endowment challenge grant? 

628.43 What investment standards shall a 
grantee follow? 

628.44 When and for what purpose may a 
grantee use the endowment fund corpus? 

628.45 How much endowment fund income 
may a grantee use and for what pur-
poses? 

628.46 How shall a grantee calculate the 
amount of endowment fund income that 
it may withdraw and spend? 

628.47 What shall a grantee record and re-
port? 

628.48 What happens if a grantee fails to ad-
minister the endowment challenge grant 
in accordance with applicable regula-
tions? 

AUTHORITY: 20 U.S.C. 1065, unless otherwise 
noted. 

SOURCE: 49 FR 28521, July 21, 1984, unless 
otherwise noted. 

Subpart A—General 

§ 628.1 What are the purposes of the 
Endowment Challenge Grant Pro-
gram? 

The Endowment Challenge Grant 
Program provides endowment chal-
lenge grants, which must be matched, 
to eligible institutions to— 

(a) Establish or increase endowment 
challenge funds; 

(b) Provide additional incentives to 
promote fund-raising activities; and 

(c) Foster increased independence 
and self-sufficiency at those institu-
tions. 

(Authority: 20 U.S.C. 1065) 

[49 FR 28521, July 21, 1984, as amended at 52 
FR 11258, Apr. 8, 1987; 58 FR 11163, Feb. 23, 
1993] 

§ 628.2 Which institutions are eligible 
to apply for an endowment chal-
lenge grant? 

An institution is eligible to apply for 
an endowment challenge grant if— 

(a) It qualifies as an eligible institu-
tion for the Strengthening Institutions 
Program under 34 CFR 607.2; 

(b) It qualifies as an eligible institu-
tion for the Strengthening Historically 
Black Colleges and Universities Pro-
gram under 34 CFR 608.2; 

(c) It would have qualified as an eli-
gible institution for the Strengthening 
Institutions Program if 34 CFR 
607.2(a)(3) referred to a postgraduate 
degree rather than a bachelor’s degree; 

(d) It would have qualified as an eli-
gible institution for the Strengthening 
Historically Black Colleges and Uni-
versities Program if 34 CFR 
608.2(a)(4)(i) referred to a postgraduate 
degree rather than a bachelor’s degree; 
or 

(e) It qualifies as an institution that 
makes a substantial contribution to 
graduate or postgraduate medical edu-
cational opportunities for minorities 
and the economically disadvantaged. 

(Authority: 20 U.S.C. 1065) 

[52 FR 36374, Sept. 28, 1987, as amended at 58 
FR 11163, Feb. 23, 1993] 

§ 628.3 Under what conditions may an 
eligible institution designate a 
foundation as the recipient of an 
endowment challenge grant? 

An eligible institution may designate 
a foundation, which was established for 
the purpose of raising money for that 
institution, as the recipient of an en-
dowment challenge grant if— 

(a) The institution assures the Sec-
retary in its application that the foun-
dation is legally authorized to receive 
the endowment fund corpus and to ad-
minister the endowment fund in ac-
cordance with the regulations in this 
part; 

(b) The foundation agrees to admin-
ister the endowment fund in accord-
ance with the regulations in this part; 
and 

(c) The institution agrees to be liable 
for any violation by the foundation of 
any applicable regulation, including 
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any violation resulting in monetary li-
ability. 

(Authority: 20 U.S.C. 1065) 

§ 628.4 What time limitations are 
placed on grantees applying for an-
other grant? 

(a) Except as provided in paragraphs 
(b) and (c) of this section, an institu-
tion that has received a grant under 
this part may apply for another grant 
under this part only after 10 fiscal 
years have elapsed following the fiscal 
year appropriation from which the in-
stitution’s grant was awarded (base fis-
cal year). 

(b) An institution that has received a 
grant under this part may apply for an-
other grant under this part after five 
fiscal years have elapsed following the 
base fiscal year if the appropriation for 
this part exceeds $20 million in any of 
those five fiscal years. 

(c) If an institution has received a 
grant under this part and the appro-
priation for this part exceeds $20 mil-
lion in any of the sixth through tenth 
fiscal years following the base fiscal 
year, the institution may apply for an-
other grant under this part in the fis-
cal year in which the appropriation ex-
ceeds $20 million, or any subsequent 
fiscal year. 

(Authority: 20 U.S.C. 1065) 

[58 FR 11163, Feb. 23, 1993] 

§ 628.5 What regulations apply to the 
Endowment Challenge Grant Pro-
gram? 

(a) The following regulations apply 
to the Endowment Challenge Grant 
Program: 

(1) The regulations in this part 628. 
(2)–(3) [Reserved] 
(b)(1) The Education Department 

General Administrative Regulations 
(EDGAR) as follows: 

(i) The regulations in 34 CFR 74.61(h), 
or 34 CFR 80.26 and the appendix to 34 
CFR part 80, as applicable. 

(ii) The regulations in 34 CFR 74.80, 
74.84, and 74.85. 

(iii) The regulations in 34 CFR 75.100 
through 75.102, and 75.217. 

(iv) 34 CFR part 79 (Intergovern-
mental Review of Department of Edu-
cation Programs and Activities). 

(2) Except as specifically indicated in 
paragraph (b)(1) of this section, the 
Education Department General Admin-
istrative Regulations do not apply. 

(Authority: 20 U.S.C. 1065) 

[49 FR 28521, July 21, 1984, as amended at 52 
FR 11258, Apr. 8, 1987; 52 FR 36375, Sept. 28, 
1987; 58 FR 11163, Feb. 23, 1993] 

§ 628.6 What definitions apply to the 
Endowment Challenge Grant Pro-
gram? 

The following definitions apply to 
the regulations in this part: 

Endowment fund means a fund which 
excludes real estate and which is estab-
lished by State law, by an institution, 
or by a foundation that is exempt from 
taxation and is maintained for the pur-
pose of generating income for the sup-
port of the institution. The principal or 
corpus of the fund may not be spent. 
‘‘Endowment fund’’ includes ‘‘quasi-en-
dowment fund’’. 

Endowment fund corpus means an 
amount equal to the endowment chal-
lenge grant or grants awarded under 
this part plus matching funds provided 
by the institution. 

Endowment fund income means an 
amount equal to the total value of the 
endowment fund established under the 
grant minus the endowment fund cor-
pus. 

Quasi-endowment fund means a fund 
which the governing board of an insti-
tution or foundation establishes to 
function as an endowment in that the 
principal is to be retained and invested. 
However, the entire principal and in-
come may be spent at any time at the 
discretion of the governing board. 

(Authority: 20 U.S.C. 1065) 

[49 FR 28521, July 21, 1984, as amended at 52 
FR 11258, Apr. 8, 1987; 52 FR 36375, Sept. 28, 
1987; 58 FR 11163, Feb. 23, 1993] 

Subpart B—What Type of Grant 
Does the Secretary Award 
Under the Endowment Chal-
lenge Grant Program? 

§ 628.10 What are the characteristics 
of an endowment challenge grant? 

Each endowment challenge grant 
awarded by the Secretary under this 
part— 
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(a) Must be matched by the institu-
tion receiving the grant with one dol-
lar of non-Federal funds for every two 
dollars of Federal grant funds; 

(b) Must be invested by the institu-
tion; and 

(c) Must have a duration of 20 years. 

(Authority: 20 U.S.C. 1065) 

[58 FR 11163, Feb. 23, 1993] 

Subpart C—How Does an Eligible 
Institution Apply for an En-
dowment Challenge Grant? 

§ 628.20 What shall an applicant in-
clude in an application for an en-
dowment challenge grant? 

An applicant shall include in its ap-
plication the amount of the endowment 
challenge grant it is requesting, a de-
scription of its short-term plan and 
long-term plan for raising and using 
endowment challenge grant funds, and 
information sufficient for the Sec-
retary to— 

(a) Evaluate the application under 
the selection criteria set forth in 
§ 628.31 and the priorities set forth in 
§ 628.32; and 

(b) Determine whether the applicant 
will administer the endowment chal-
lenge grant in accordance with the reg-
ulations in this part. 

(Approved by the Office of Management and 
Budget under control number 1840–0531) 

(Authority: 20 U.S.C. 1065) 

[49 FR 28521, July 21, 1984, as amended at 52 
FR 11258, Apr. 8, 1987; 58 FR 11163, Feb. 23, 
1993; 59 FR 46175, Sept. 7, 1994] 

Subpart D—How Does the Sec-
retary Award an Endowment 
Challenge Grant? 

§ 628.30 How does the Secretary evalu-
ate an application for an endow-
ment challenge grant? 

(a) In evaluating an application for 
an endowment challenge grant, the 
Secretary— 

(1) Judges the application using the 
selection criteria in § 628.31 and the pri-
orities in § 628.32; 

(2) Gives, for each criterion and pri-
ority, a score up to the maximum pos-
sible points in parentheses following 

the description of that criterion or pri-
ority; and 

(3) Gives up to 130 total points, 90 
points maximum for the criteria in 
§ 628.31, and 40 points maximum for the 
priorities in § 628.32. 

(b) In selecting recipients for grants, 
the Secretary follows the procedures in 
34 CFR 75.217(d) and (e) of the Edu-
cation Department General Adminis-
trative Regulations. 

(Authority: 20 U.S.C. 1065) 

[49 FR 28521, July 21, 1984, as amended at 52 
FR 11258, Apr. 8, 1987] 

§ 628.31 What selection criteria does 
the Secretary use in evaluating an 
application for an endowment chal-
lenge grant? 

In evaluating an application for an 
endowment challenge grant, the Sec-
retary uses the following three cri-
teria: 

(a) The Secretary measures the appli-
cant’s past efforts to build or maintain 
its existing endowment and quasi-en-
dowment funds by the dollar and rel-
ative increase in market value to the 
applicant’s existing endowment and 
quasi-endowment funds over the appli-
cant’s four fiscal years preceding the 
year of application using the formulas 
set forth in paragraphs (a)(1) through 
(a)(5) of this section. 

(1) In measuring an applicant’s dollar 
increase in its endowment and quasi- 
endowment funds, the Secretary— 

(i) Subtracts from an amount equal 
to the market value of the applicant’s 
endowment and quasi-endowment funds 
at the end of the four-year period de-
scribed in paragraph (a) of this section 
an amount equal to the market value 
of the applicant’s endowment and 
quasi-endowment funds at the begin-
ning of that four-year period; and 

(ii) Divides the result obtained in 
paragraph (a)(1)(i) of this section by 
the applicant’s full-time equivalent en-
rollment at the end of the four-year pe-
riod. 

(2) The Secretary awards points on a 
sliding scale giving 10 points to appli-
cants with the highest dollar increase 
as calculated in paragraph (a)(1) of this 
section and no points to applicants 
with the lowest dollar increase. 

(3) In measuring an applicant’s rel-
ative increase in market value of its 

VerDate Aug<31>2005 08:40 Sep 10, 2008 Jkt 214134 PO 00000 Frm 00299 Fmt 8010 Sfmt 8010 Y:\SGML\214134.XXX 214134dw
as

hi
ng

to
n3

 o
n 

P
R

O
D

P
C

61
 w

ith
 C

F
R



290 

34 CFR Ch. VI (7–1–08 Edition) § 628.31 

endowment and quasi-endowment 
funds, the Secretary— 

(i) Divides an amount equal to the 
market value of the applicant’s endow-
ment and quasi-endowment funds at 
the beginning of the four-year period 
described in paragraph (a) of this sec-
tion by the applicant’s full-time equiv-
alent enrollment at the end of the four- 
year period. 

(ii) Adds $50 to the amount obtained 
in paragraph (a)(3)(i) of this section. 

(iii) Divides the result obtained in 
paragraph (a)(1)(ii) of this section by 
the amount obtained in paragraph 
(a)(3)(ii) of this section. 

(4)(i) If the amount of endowment per 
full-time equivalent student under 
paragraph (a)(3)(i) of this section is $50 
or more, the Secretary awards points 
on a sliding scale giving 15 points to 
applicants with a relative increase of 
100 percent or more and no points to 
applicants that have had a relative de-
crease of more than 20 percent. 

(ii) If the amount of endowment per 
full-time equivalent student under 
paragraph (a)(3)(i) of this section is less 
than $50, the Secretary awards points 
on a sliding scale giving 15 points to 
applicants with a relative increase of 
100 percent or more and no points to 
applicants that have had no relative in-
crease. 

(5) In measuring the applicant’s past 
effort, the Secretary— 

(i) Excludes real estate from being 
considered as part of the applicant’s 

existing endowment or quasi-endow-
ment fund; and 

(ii) Includes an endowment or quasi- 
endowment fund operated by a founda-
tion if the foundation is tax-exempt 
and was established for the purpose of 
raising money for the institution. 

(b) The Secretary considers the de-
gree of proposed nongovernmental 
matching funds. (Total: 15 points max-
imum for the highest proposed percent-
age) 

(1) The Secretary measures the de-
gree to which an applicant proposes to 
match the grant with funds from 
sources other than a State or local gov-
ernment—giving up to 15 points to ap-
plicants proposing to obtain the largest 
percentage of matching funds from 
those nongovermental sources. 

(2) If an applicant is applying for an 
endowment challenge grant for the 
first time, the Secretary multiplies the 
maximum number of points (i.e., 15 
points) on this criterion times the fol-
lowing fraction: 

Amount of ma
nongovernmental sources

tching funds proposed from

Total proposed amount of matching funds
(3) If an applicant has previously re-

ceived an endowment challenge grant, 
the Secretary uses the following for-
mula in awarding points under this cri-
terion: 

Amount of ma

matching f

tching
funds proposed from

 nongovernmental
sources

Total proposed
amount of

unds

Amount of matching funds
from nongovernmental
sources actually raised
under previous endow-
ment challenge grant

Amount of matching funds
proposed to be raised from
nongovernmental sources
under the previous endow-

ment challenge grant

15 points = Points on this criterion× ×

(c) The Secretary considers the need 
for an endowment challenge grant as 
measured by the applicant’s lack of re-
sources. 

(1) The Secretary gives up to 50 
points to applicants with the least re-
sources as measured, at the end of the 
applicant’s fiscal year preceding the 
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year it applies for an endowment chal-
lenge grant, by revenue per full-time 
equivalent student it receives from the 
sum of the following— 

(i) Federal, State and local govern-
ment appropriations; 

(ii) Unrestricted Federal, State and 
local government grants and contracts; 

(iii) Eighty percent of tuition and 
fees; and 

(iv) Unrestricted and restricted ‘‘en-
dowment income’’. 

(2) In measuring the applicant’s re-
sources, the Secretary— 

(i) Defines the factors in paragraphs 
(c)(1)(i) through (iv) as they are defined 
in the Education Department Higher 
Education General Information Survey 
of Financial Statistics. 

(ii) Excludes real estate from being 
considered as part of the applicant’s 
existing endowment or quasi-endow-
ment fund. 

(Approved by the Office of Management and 
Budget under control number 1840–0531) 

(Authority: 20 U.S.C. 1065) 

[49 FR 28521, July 12, 1984, as amended at 49 
FR 37325, Sept. 21, 1984] 

§ 628.32 What funding priorities does 
the Secretary use in evaluating an 
application for an endowment chal-
lenge grant? 

In evaluating an endowment chal-
lenge grant application, the Secretary 
uses the following two priorities: 

(a) Recipient or former recipient of a 
grant under the Strengthening Institu-
tions, Special Needs, Hispanic-Serving In-
stitutions, Strengthening Historically 
Black Colleges and Universities, or 
Strengthening Historically Black Grad-
uate Institutions Program. (Total: 20 
points) The Secretary gives 20 points to 
each applicant who on October 1 of the 
fiscal year in which the applicant is ap-
plying for an endowment challenge 
grant is a current recipient of a plan-
ning or development grant, or was a re-
cipient of a planning or development 
grant within the five preceding fiscal 
years, under the Strengthening Institu-
tions, Special Needs, Hispanic-Serving 
Institutions, Strengthening Histori-
cally Black Colleges and Universities, 
or Strengthening Historically Black 
Graduate Institutions Program. 

(b) Need for an endowment challenge 
grant as measured by the lack of endow-
ment funds. (Total: 20 points) 

(1) The Secretary gives up to 20 total 
points to an applicant with the great-
est need for an endowment challenge 
grant under this part, as measured by 
the applicant’s lack of endowment 
funds. 

(2) The Secretary gives up to 20 
points to the applicant with the lowest 
market value, at the end of the appli-
cant’s fiscal year preceding the year it 
applies for an endowment challenge 
grant, of its existing endowment and 
quasi-endowment fund in relation to 
the number of full-time equivalent stu-
dents enrolled at the institution in the 
fall of the year preceding the year it 
applies for an endowment challenge 
grant. 

(3) In measuring the applicant’s need 
for an endowment challenge grant, the 
Secretary excludes real estate from 
being considered as part of the appli-
cant’s existing endowment or quasi-en-
dowment fund. 

(Approved by the Office of Management and 
Budget under control number 1840–0531) 

(Authority: 20 U.S.C. 1065) 

[49 FR 28521, July 21, 1984, as amended at 52 
FR 11258, Apr. 8, 1987; 58 FR 11163, Feb. 23, 
1993; 59 FR 46175, Sept. 7, 1994] 

Subpart E—What Conditions Must 
a Grantee Meet Under the En-
dowment Challenge Grant 
Program? 

§ 628.40 What are the restrictions on 
the amount of an endowment chal-
lenge grant? 

(a) To receive an endowment chal-
lenge grant, an institution must raise 
at least $25,000 in matching funds and 
qualify for at least a $50,000 grant 
under paragraph (c) of this section. 

(b) If an institution obtains at least 
$25,000 in matching funds and raises all 
the nongovernmental funds it proposed 
to raise in its application, the institu-
tion may receive a grant equal to twice 
the amount of matching funds it raises 
up to— 

(1) $500,000 in any fiscal year in which 
the amount appropriated for the En-
dowment Challenge Grant Program is 
less than $15,000,000; 
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(2) $1,000,000 in any fiscal year in 
which the amount appropriated for the 
Endowment Challenge Grant Program 
equals or exceeds $15,000,000 but is less 
than $25,000,000; or 

(3) $1,500,000 in any fiscal year in 
which the amount appropriated for the 
Endowment Challenge Grant Program 
equals or exceeds $25,000,000. 

(c) If an institution does not raise all 
the nongovernmental funds it proposes 
to raise in its application, the Sec-
retary reduces the institution’s grant 
by multiplying the grant amount re-
quested by the following fraction: 

A
nongovernmental sources divide
mount of matching funds raised from 

d by
Amount of matching funds proposed to
be raised from nongovernmental sources

(Authority: 20 U.S.C. 1065) 

[57 FR 11163, Feb. 23, 1993] 

§ 628.41 What are the obligations of an 
institution that the Secretary se-
lects to receive an endowment chal-
lenge grant? 

(a) An institution that the Secretary 
selects to receive an endowment chal-
lenge grant shall— 

(1) Enter into an agreement with the 
Secretary to administer the endow-
ment challenge grant; 

(2) Establish an endowment fund 
independent of any other endowment 
fund established by or for that institu-
tion; 

(3) Deposit its matching funds in the 
endowment fund established under this 
part; 

(4) Upon receipt, immediately deposit 
the grant funds into the endowment 
fund established under this part; and 

(5) Within fifteen working days after 
receiving the grant funds, invest the 
endowment fund corpus. 

(b) Before the Secretary disburses 
grant funds and not later than a date 
established by the Secretary through a 
notice in the FEDERAL REGISTER (which 
date may not be later than the earlier 
of the last day of availability of appro-
priations or eighteen months after an 
institution has been notified that it 
has been selected to receive a grant), 
an institution shall— 

(1) Match, with cash or low-risk secu-
rities, the endowment challenge grant 
funds to be received under this part; 

(2) Certify to the Secretary— 
(i) The source, kind and amount of 

the eligible matching funds; 
(ii) That the matching funds are eli-

gible under paragraph (b)(1) of this sec-
tion and § 628.42; and 

(3) Have a certified public accountant 
or other licensed public accountant, 
who is not an employee of the institu-
tion, certify that the data contained in 
the application is accurate. 

(c)(1) For the purpose of paragraph 
(b)(1) of this section, ‘‘cash’’ may in-
clude cash on hand, certificates of de-
posit and money market funds; and 

(2) A negotiable security, to be con-
sidered as part of the institution’s 
match— 

(i) Must be low-risk as required in 
§ 628.43; and 

(ii) Must be assessed at its market 
value as of the end of the trading day 
on the date the institution deposits the 
security into the endowment fund es-
tablished under this part. 

(Approved by the Office of Management and 
Budget under control number 1840–0564) 

(Authority: 20 U.S.C. 1065) 

[49 FR 28521, July 21, 1984, as amended at 49 
FR 37325, Sept. 21, 1984; 52 FR 11258, Apr. 8, 
1987; 53 FR 49146, Dec. 6, 1988] 

§ 628.42 What may a grantee not use to 
match an endowment challenge 
grant? 

To match an endowment challenge 
grant, a grantee may not use— 

(a) A pledge of funds or securities; 
(b) Deferred gifts such as a charitable 

remainder annuity trust or unitrust; 
(c) Any Federal funds; 
(d) Any borrowed funds; or 
(e) The corpus or income of an en-

dowment fund or quasi-endowment 
fund existing at the closing date estab-
lished by the Secretary for submission 
of eligibility requests under the En-
dowment Challenge Grant Program. 
This includes the corpus or income of 
an endowment or quasi-endowment 
fund established by a foundation if the 
foundation is tax-exempt and was es-
tablished for the purpose of raising 
money for the institution. 

(Authority: 20 U.S.C. 1065) 
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§ 628.43 What investment standards 
shall a grantee follow? 

(a) A grantee shall invest, for the du-
ration of the grant period, the endow-
ment fund established under this part 
in savings accounts or in low-risk secu-
rities in which a regulated insurance 
company may invest under the law of 
the State in which the institution is lo-
cated. 

(b) When investing the endowment 
fund, the grantee shall exercise the 
judgment and care, under the cir-
cumstances, that a person of prudence, 
discretion and intelligence would exer-
cise in the management of his or her 
own financial affairs. 

(c) An institution may invest its en-
dowment fund in savings accounts per-
mitted under paragraph (a) of this sec-
tion such as— 

(1) A federally insured bank savings 
account; 

(2) A comparable interest bearing ac-
count offered by a bank; or 

(3) A money market fund. 
(d) An institution may invest its en-

dowment fund in low-risk securities 
permitted under paragraph (a) of this 
section such as— 

(1) Certificates of deposit; 
(2) Mutual funds; 
(3) Stocks; or 
(4) Bonds. 
(e) An institution may not invest its 

endowment fund in real estate. 

(Authority: 20 U.S.C. 1065) 

§ 628.44 When and for what purposes 
may a grantee use the endowment 
fund corpus? 

(a)(1) During the grant period, a 
grantee may not withdraw or spend 
any part of the endowment fund cor-
pus. 

(2) If, during the grant period, a 
grantee withdraws or spends all or part 
of the endowment fund corpus, it must 
repay to the Secretary an amount 
equal of 50 percent of the amount with-
drawn or spent plus the income earned 
on that amount. 

(b) At the end of the grant period, the 
institution may use the endowment 
fund corpus for any educational pur-
pose. 

(Authority: 20 U.S.C. 1065) 

§ 628.45 How much endowment fund 
income may a grantee use and for 
what purposes? 

(a) During the endowment challenge 
grant period, a grantee— 

(1) May withdraw and spend up to 50 
percent of the total aggregate endow-
ment fund income earned prior to the 
date of expenditure; 

(2) May spend the endowment fund 
income for— 

(i) Costs necessary to operate the in-
stitution, including general operating 
and maintenance costs; 

(ii) Costs to administer and manage 
the endowment fund; and 

(iii) Costs associated with buying and 
selling securities, such as stockbroker 
commissions and fees to ‘‘load’’ mutual 
funds; 

(3) May not use endowment fund in-
come for— 

(i) A school or department of divinity 
or any religious worship or sectarian 
activity; 

(ii) An activity that is inconsistent 
with a State plan for desegregation ap-
plicable to the grantee; or 

(iii) An activity that is inconsistent 
with a State plan applicable to the 
grantee; and 

(4) May not withdraw or spend the re-
maining 50 percent of the endowment 
fund income. 

(b) Notwithstanding paragraph (a)(1) 
of this section, the Secretary may per-
mit a grantee that requests to spend 
more than 50 percent of the total ag-
gregate endowment fund income to do 
so if the grantee demonstrates that the 
expenditure is necessary because of— 

(1) A financial emergency such as a 
pending insolvency or temporary li-
quidity problem; 

(2) A situation threatening the exist-
ence of the institution such as destruc-
tion due to a natural disaster or arson; 
or 

(3) Another unusual occurrence or de-
manding circumstance, such as a judg-
ment against the institution for which 
the institution would be liable. 

(c) If, during the grant period, a 
grantee spends more endowment fund 
income or uses it for purposes other 
than permitted under paragraphs (a) or 
(b) of this section, it shall repay to the 
Secretary an amount equal to 50 per-
cent of the amount improperly spent. 
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(d) At the end of the grant period, the 
institution may use all of the endow-
ment fund income for any educational 
purpose. 

(Authority: 20 U.S.C. 1065) 

[49 FR 28521, July 21, 1984, as amended at 52 
FR 11258, Apr. 8, 1987; 58 FR 11163, Feb. 23, 
1993] 

§ 628.46 How shall a grantee calculate 
the amount of endowment fund in-
come that it may withdraw and 
spend? 

A grantee shall calculate the amount 
of endowment fund income that it may 
withdraw and spend at a particular 
time as follows: 

(a) On each date that the grantee 
plans a withdrawal of income, it 
must— 

(1) Determine the value of endow-
ment fund income by subtracting the 
endowment fund corpus from the cur-
rent total value of the endowment fund 
on that date; and 

(2) Calculate the amount of endow-
ment fund income previously with-
drawn from the endowment fund. 

(b) If the value of endowment fund in-
come in the endowment fund exceeds 
the aggregate amount of previously 
withdrawn endowment fund income, 
the grantee may withdraw and spend 
up to 50 percent of that excess fund in-
come. 

(Authority: 20 U.S.C. 1065) 

[49 FR 28521, July 21, 1984, as amended at 52 
FR 11258, Apr. 8, 1987] 

§ 628.47 What shall a grantee record 
and report? 

A grantee shall— 
(a) Keep records of— 
(1) The source, kind and amount of 

matching funds; 
(2) The type and amount of invest-

ments of the endowment fund; 
(3) The amount of endowment fund 

income; and 
(4) The amount and purpose of ex-

penditures of endowment fund income; 
(b) Retain each year’s records for a 

minimum of five years after the grant 
period ends; 

(c) Allow the Secretary access to in-
formation that the Secretary judges 
necessary to audit or examine the 

records required in paragraph (a) of 
this section; 

(d) Carry out the audit required in 34 
CFR 74.61(h) or 80.26 and the appendix 
to 34 CFR part 80, as applicable; 

(e) Provide to the Secretary a copy of 
the external or internal audit to be 
performed under 34 CFR 74.61(h) or 80.26 
and the appendix to 34 CFR part 80, as 
applicable; and 

(f) Submit reports on a timely basis 
that are requested by the Secretary. 

(Approved by the Office of Management and 
Budget under control number 1840–0564) 

(Authority: 20 U.S.C. 1065 and 1232f) 

[49 FR 28521, July 12, 1984, as amended at 52 
FR 11258, Apr. 8, 1987; 53 FR 49146, Dec. 6, 
1988; 58 FR 11164, Feb. 23, 1993] 

§ 628.48 What happens if a grantee 
fails to administer the endowment 
challenge grant in accordance with 
applicable regulations? 

(a) The Secretary may, after giving 
the grantee notice and an opportunity 
for a hearing, terminate an endowment 
challenge grant if the grantee— 

(1) Withdraws or spends any part of 
the endowment fund corpus in viola-
tion of § 628.44(a)(1); 

(2) Spends any portion of the endow-
ment fund income not permitted to be 
spent in § 628.45; 

(3) Fails to invest the endowment 
fund in accordance with the invest-
ment standards set forth in § 628.43; or 

(4) Fails to meet the requirements in 
§ 628.41. 

(b) If the Secretary terminates a 
grant under paragraph (a) of this sec-
tion, the grantee must return to the 
Secretary an amount equal to the sum 
of the original endowment challenge 
grant or grants plus the income earned 
on that sum. 

(Authority: 20 U.S.C. 1065) 

[49 FR 28521, July 21, 1984, as amended at 52 
FR 11258, Apr. 8, 1987; 52 FR 36375, Sept. 28, 
1987] 

PART 636—URBAN COMMUNITY 
SERVICE PROGRAM 

Subpart A—General 

Sec. 
636.1 What is the Urban Community Service 

Program? 
636.2 Who is eligible for a grant? 
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