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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 con-
siders 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.
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Clock hour: A period of time con-
sisting 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

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

Correspondence course: (1) A course
provided by an institution under which
the institution provides instructional
materials, by mail or electronic trans-
mission, including examinations on the
materials, to students who are sepa-
rated from the instructor. Interaction
between the instructor and student is
limited, is not regular and substantive,
and is primarily initiated by the stu-
dent. Correspondence courses are typi-
cally self-paced.

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

(3) A correspondence course is not
distance education.

Credit hour: Except as provided in 34
CFR 668.8(k) and (1), a credit hour is an
amount of work represented in in-
tended learning outcomes and verified
by evidence of student achievement
that is an institutionally established
equivalency that reasonably approxi-
mates not less than—

(1) One hour of classroom or direct
faculty instruction and a minimum of
two hours of out of class student work
each week for approximately fifteen
weeks for one semester or trimester
hour of credit, or ten to twelve weeks
for one quarter hour of credit, or the
equivalent amount of work over a dif-
ferent amount of time; or

(2) At least an equivalent amount of
work as required in paragraph (1) of
this definition for other academic ac-
tivities as established by the institu-
tion including laboratory work, intern-
ships, practica, studio work, and other
academic work leading to the award of
credit hours.

Direct assessment program: A program
as described in 34 CFR 668.10.

Distance education means education
that uses one or more of the tech-
nologies listed in paragraphs (1)
through (4) of this definition to deliver
instruction to students who are sepa-
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rated from the instructor and to sup-
port regular and substantive inter-
action between the students and the in-
structor, either synchronously or asyn-
chronously. The technologies may in-
clude—

(1) The internet;

(2) One-way and two-way trans-
missions through open broadcast,
closed circuit, cable, microwave,
broadband lines, fiber optics, satellite,
or wireless communications devices;

(3) Audio conferencing; or

(4) Video cassettes, DVDs, and CD-
ROMs, if the cassettes, DVDs, or CD-
ROMSs are used in a course in conjunc-
tion with any of the technologies listed
in paragraphs (1) through (3) of this
definition.

Educational program: (1) A legally au-
thorized postsecondary program of or-
ganized instruction or study that:

(i) Leads to an academic, profes-
sional, or vocational degree, or certifi-
cate, or other recognized educational
credential, or is a comprehensive tran-
sition and postsecondary program, as
described in 34 CFR part 668, subpart O;
and

(ii) May, in lieu of credit hours or
clock hours as a measure of student
learning, utilize direct assessment of
student learning, or recognize the di-
rect assessment of student learning by
others, if such assessment is consistent
with the accreditation of the institu-
tion or program utilizing the results of
the assessment and with the provisions
of §668.10.

(2) The Secretary does not consider
that an institution provides an edu-
cational 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 or direct assessments provided
by agencies or organizations; or other
accomplishments such as ‘‘life experi-
ence.”

Eligible institution: An institution
that—

(1) Qualifies as—

(i) An institution of higher edu-

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

(ii) Is legally authorized to operate as
a nonprofit organization by each State
in which it is physically located; and

(iii) Is determined by the U.S. Inter-
nal Revenue Service to be an organiza-
tion to which contributions are tax-de-

§600.2

ductible in accordance with section
501(c)(3) of the Internal Revenue Code
(26 U.S.C. 501(c)(3)); or

(2) For a foreign institution—

(i) An institution that is owned and
operated only by one or more nonprofit
corporations or associations; and

(ii)(A) If a recognized tax authority
of the institution’s home country is
recognized by the Secretary for pur-
poses of making determinations of an
institution’s nonprofit status for title
IV purposes, is determined by that tax
authority to be a nonprofit educational
institution; or

(B) If no recognized tax authority of
the institution’s home country is rec-
ognized by the Secretary for purposes
of making determinations of an insti-
tution’s nonprofit status for title IV
purposes, the foreign institution dem-
onstrates to the satisfaction of the
Secretary that it is a nonprofit edu-
cational institution.

(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
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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) Identified by a Standard Occupa-
tional Classification (SOC) code estab-
lished by the Office of Management and
Budget (OMB) or an Occupational In-
formation Network O*Net-SOC code es-
tablished by the Department of Labor,

which is available at
www.onetonline.org or 1its successor
site; 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.

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 Virgin Islands, the Commonwealth
of the Northern Mariana Islands, the
Republic of the Marshall Islands, the
Federated States of Micronesia, and
the Republic of Palau. The latter three
are also known as the Freely Associ-
ated States.

Teach-out plan: A written plan devel-
oped by an institution that provides for
the equitable treatment of students if
an institution, or an institutional loca-
tion that provides 100 percent of at
least one program, ceases to operate
before all students have completed
their program of study, and may in-
clude, if required by the institution’s
accrediting agency, a teach-out agree-
ment between institutions.

34 CFR Ch. VI (7-1-15 Edition)

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. 1001, 1002, 1071, et seq.,
1078-2, 1088, 1091, 1094, 1099b, 1099c, 1141; 26
U.S.C. 501(c))

[69 FR 22336, Apr. 29, 1994, as amended at 63
FR 40622, July 29, 1998; 64 FR 58615, Oct. 29,
1999; 71 FR 45692, Aug. 9, 2006; 74 FR 55425,
Oct. 27, 2009; 74 FR 55932, Oct. 29, 2009; 75 FR
66946, Oct. 29, 2010, 75 FR 67192, Nov. 1, 2010;
79 FR 65006, Oct. 31, 2014]

§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;

(3) Is legally authorized to provide an
educational program beyond secondary
education in the State in which the in-
stitution is physically located in ac-
cordance with §600.9;

(4)(i) Provides an educational pro-
gram—

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

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

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

(ii) May provide a comprehensive
transition and postsecondary program,
as described in 34 CFR part 668, subpart
O; and

(5) Is—
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(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
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 initial arbi-
tration before initiating any other
legal action.

(Authority: 20 U.S.C. 1091, 1094, 1099b, 1141(a))

[69 FR 22336, Apr. 29, 1994, as amended at 64
FR 58615, Oct. 29, 1999; 74 FR 55932, Oct. 29,
2009; 75 FR 66946, Oct. 29, 2010]

§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;

(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;

(4) Is legally authorized to provide an
educational program beyond secondary
education in the State in which the in-
stitution is physically located in ac-
cordance with §600.9;

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

(B)(1) Has provided a program leading
to a baccalaureate degree in liberal
arts, as defined in paragraph (e) of this
section, continuously since January 1,
2009; and

(2) Is accredited by a recognized re-
gional accrediting agency or associa-
tion, and has continuously held such

§600.5

accreditation since October 1, 2007, or
earlier; and

(ii) May provide a comprehensive
transition and postsecondary program
for students with intellectual disabil-
ities, as provided in 34 CFR part 668,
subpart O;

(6) Is accredited; and

(7) 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 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 pre-
ceding the date of its eligibility appli-
cation.

(2)(1) 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 has been cer-
tified as a branch campus; and

(ii) Except as provided in paragraph
(b)(3)(1) of this section, does not count
any period during which the applicant
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institution was a part of another eligi-
ble proprietary institution of higher
education, postsecondary vocational
institution, or vocational school.

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

(d) 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 initial arbitration before ini-
tiating any other legal action.

(e) For purposes of this section, a
“program leading to a baccalaureate
degree in liberal arts’” is a program
that the institution’s recognized re-
gional accreditation agency or organi-
zation determines, is a general instruc-
tional program in the liberal arts sub-
jects, the humanities disciplines, or the
general curriculum, falling within one
or more of the following generally-ac-
cepted instructional categories com-
prising such programs, but including
only instruction in regular programs,
and excluding independently-designed
programs, individualized programs, and
unstructured studies:

(1) A program that is a structured
combination of the arts, biological and
physical sciences, social sciences, and
humanities, emphasizing breadth of
study.

(2) An undifferentiated program that
includes instruction in the general arts
or general science.

(3) A program that focuses on com-
bined studies and research in the hu-
manities subjects as distinguished from
the social and physical sciences, em-
phasizing languages, literatures, art,
music, philosophy, and religion.

(4) Any single instructional program
in liberal arts and sciences, general
studies, and humanities not listed in
paragraph (e)(1) through (e)(3) of this
section.

(Approved by the Office of Management and
Budget under control number 1845-0012)

(Authority: 20 U.S.C. 1088, 1091)

[69 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; 64 FR
58615, Oct. 29, 1999; 74 FR 55932, Oct. 29, 2009;
76 FR 66946, Oct. 29, 2010]
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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;

(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;

(3) Is legally authorized to provide an
educational program beyond secondary
education in the State in which the in-
stitution is physically located in ac-
cordance with §600.9;

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

(ii) May provide a comprehensive
transition and postsecondary program
for students with intellectual disabil-
ities, as provided in 34 CFR part 668,
subpart O;

(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 pre-
ceding the date of its eligibility appli-
cation; and

(ii) 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.
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(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
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;

(ii) 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 has been cer-
tified as a branch campus; and

(iv) Except as provided in paragraph
(b)(8)(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 initial arbi-

§600.7

tration before
legal action.

(Authority: 20 U.S.C. 1088, 1091, 1094(c)(3))

[569 FR 22336, Apr. 29, 1994, as amended at 64
FR 58616, Oct. 29, 1999; 74 FR 55933, Oct. 29,
2009; 75 FR 66946, Oct. 29, 2010]

initiating any other

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

(1) For its latest complete award
year—

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

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

(iii) More than twenty-five percent of
the institution’s regular enrolled stu-
dents were incarcerated;

(iv) More than fifty percent of its
regular 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

(ii) Has been judicially determined to
have committed fraud involving title
IV, HEA program funds.

(b) Special provisions regarding cor-
respondence courses and students—(1)
Calculating the number of correspondence
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courses. For purposes of paragraphs
(a)(1) (i) and (ii) of this section—

(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;

(i1) 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.

(2) 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 3(3)(C) of the Carl
D. Perkins Vocational and Applied
Technology Education Act of 1995.

(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 IV,
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 a bachelor’s degree,
an associate degree, or a postsecondary
diploma.

(2) Waiver for entire institution. If the
nonprofit institution that applies for a
waiver consists solely of four-year or
two-year educational programs for
which it awards a bachelor’s degree, an
associate degree, or a postsecondary di-
ploma, the Secretary waives the prohi-
bition contained in paragraph (a)(1)(iii)
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of this section for the entire institu-
tion.

(3) Other waivers. If the nonprofit in-
stitution that applies for a waiver does
not consist solely of four-year or two-
year educational programs for which it
awards a bachelor’s degree, an asso-
ciate degree, or a postsecondary di-
ploma, the Secretary waives the prohi-
bition contained in paragraph (a)(1)(iii)
of this section—

(i) For the four-year and two-year
programs for which it awards a bach-
elor’s degree, an associate degree or a
postsecondary diploma; and

(ii) For the other programs the insti-
tution provides, if the incarcerated reg-
ular 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
(a)(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 waiver 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.

(38) 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
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under the Job Training Partnership
Act (JPTA).

(e) Special provisions. (1) For purposes
of paragraph (a)(1l)of this section, when
counting regular students, the institu-
tion shall—

(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’’);

(ii) 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 reg-
ular 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;

(ii) Exclude from the number of reg-
ular 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;

§600.7

(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-
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)(1) 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.

(2)(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
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(a)(1)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.

(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)

[69 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; 64 FR 58616,
Oct. 29, 1999; 71 FR 45692, Aug. 9, 2006]

§600.8 Treatment of a branch campus.

A branch campus of an eligible pro-
prietary institution of higher edu-
cation or a postsecondary vocational
institution must be in existence for at
least two years as a branch campus
after the branch is certified as a branch
campus before seeking to be designated
as a main campus or a free-standing in-
stitution.

(Authority: 20 U.S.C. 1099¢c)

[64 FR 58616, Oct. 29, 1999, as amended at 67
FR 67070, Nov. 1, 2002]

§600.9 State authorization.

(a)(1) An institution described under
§§600.4, 600.5, and 600.6 is legally au-
thorized by a State if the State has a
process to review and appropriately act
on complaints concerning the institu-
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tion including enforcing applicable
State laws, and the institution meets
the provisions of paragraphs (a)1)(i),
(a)(1)(ii), or (b) of this section.

(i)(A) The institution is established
by name as an educational institution
by a State through a charter, statute,
constitutional provision, or other ac-
tion issued by an appropriate State
agency or State entity and is author-
ized to operate educational programs
beyond secondary education, including
programs leading to a degree or certifi-
cate.

(B) The institution complies with
any applicable State approval or licen-
sure requirements, except that the
State may exempt the institution from
any State approval or licensure re-
quirements based on the institution’s
accreditation by one or more accred-
iting agencies recognized by the Sec-
retary or based upon the institution
being in operation for at least 20 years.

(ii) If an institution is established by
a State on the basis of an authoriza-
tion to conduct business in the State
or to operate as a nonprofit charitable
organization, but not established by
name as an educational institution
under paragraph (a)(1)(i) of this sec-
tion, the institution—

(A) By name, must be approved or li-
censed by the State to offer programs
beyond secondary education, including
programs leading to a degree or certifi-
cate; and

(B) May not be exempt from the
State’s approval or licensure require-
ments based on accreditation, years in
operation, or other comparable exemp-
tion.

(2) The Secretary considers an insti-
tution to meet the provisions of para-
graph (a)(1) of this section if the insti-
tution is authorized by name to offer
educational programs beyond sec-
ondary education by—

(i) The Federal Government; or

(i1) As defined in 25 U.S.C. 1802(2), an
Indian tribe, provided that the institu-
tion is located on tribal lands and the
tribal government has a process to re-
view and appropriately act on com-
plaints concerning an institution and
enforces applicable tribal requirements
or laws.
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(b)(1) Notwithstanding paragraph
(a)(1)(d) and (ii) of this section, an in-
stitution is considered to be legally au-
thorized to operate educational pro-
grams beyond secondary education if it
is exempt from State authorization as
a religious institution under the State
constitution or by State law.

(2) For purposes of paragraph (b)(1) of
this section, a religious institution is
an institution that—

(i) Is owned, controlled, operated, and
maintained by a religious organization
lawfully operating as a nonprofit reli-
gious corporation; and

(ii) Awards only religious degrees or
certificates including, but not limited
to, a certificate of Talmudic studies,
an associate of Biblical studies, a bach-
elor of religious studies, a master of di-
vinity, or a doctor of divinity.

(c) If an institution is offering post-
secondary education through distance
or correspondence education to stu-
dents in a State in which it is not phys-
ically located or in which it is other-
wise subject to State jurisdiction as de-
termined by the State, the institution
must meet any State requirements for
it to be legally offering postsecondary
distance or correspondence education
in that State. An institution must be
able to document to the Secretary the
State’s approval upon request.

(Authority: 20 U.S.C. 1001 and 1002)
[75 FR 66946, Oct. 29, 2010]

§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—

(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

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

(2) [Reserved]
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(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—

(1) The Secretary approves that loca-
tion under §600.20(e)(4); or

(ii) The location is licensed and ac-
credited, the institution does not have
to apply to the Secretary for approval
of that location under §600.20(c), and
the institution has reported to the Sec-
retary that location under §600.21.

(c) Educational programs. (1) An eligi-
ble institution that seeks to establish
the eligibility of an educational pro-
gram must—

(i) For a gainful employment pro-
gram under 34 CFR part 668, subpart Q
of this chapter, update its application
under §600.21, and meet any time re-
strictions that prohibit the institution
from establishing or reestablishing the
eligibility of the program as may be re-
quired under 34 CFR 668.414;

(ii) Pursuant to a requirement re-
garding additional programs included
in the institution’s program participa-
tion agreement under 34 CFR 668.14, ob-
tain the Secretary’s approval; and

(iii) For a direct assessment program
under 34 CFR 668.10, and for a com-
prehensive transition and postsec-
ondary program under 34 CFR 668.232,
obtain the Secretary’s approval.

(2) Except as provided under
§600.20(c), an eligible institution does
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not have to obtain the Secretary’s ap-
proval to establish the eligibility of
any program that is not described in
paragraph (c)(1)(i), (ii), or (iii) of this
section.

(3) An institution must repay to the
Secretary all HEA program funds re-
ceived by the institution for an edu-
cational program, and all the title IV,
HEA program funds received by or on
behalf of students who enrolled in that
program if the institution—

(i) Fails to comply with the require-
ments in paragraph (c)(1) of this sec-
tion; or

(ii) Incorrectly determines that an
educational program that is not sub-
ject to approval under paragraph (c)(1)
of this section is an eligible program
for title IV, HEA program purposes.

(d) Duration of eligibility. (1) If an in-
stitution participates in the title IV,
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 IV,
HEA program, the Secretary’s designa-
tion of the institution as an eligible in-
stitution, for purposes of that non-title
IV, HEA program, does not expire as
long as the institution continues to
satisfy the statutory and regulatory
requirements governing its eligibility.

(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
IV, 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-
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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 1845-0098)

(Authority: 20 U.S.C. 1001, 1002, 1088, 1094, and
1141)

[69 FR 22336, Apr. 29, 1994, as amended at 59
FR 47801, Sept. 19, 1994; 65 FR 65671, Nov. 1,
2000; 71 FR 45692, Aug. 9, 2006; 75 FR 66676,
Oct. 29, 2010; 79 FR 65006, Oct. 31, 2014]

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

(a) Change of accrediting agencies. For
purposes of §§600.4(a)(5)(1), 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-
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.

(c) Loss of accreditation or
preaccreditation. (1) An institution may
not be considered eligible for 24 months
after it has had its accreditation or

176



Ofc. of Postsecondary Educ., Education

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 §§600.4, 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

(ii) 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)

Subpart B—Procedures for
Establishing Eligibility

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

§600.20 Notice and application proce-
dures for establishing, reestab-
lishing, maintaining, or expanding
institutional eligibility and certifi-
cation.

(a) Initial eligibility application. (1) An
institution that wishes to establish its
eligibility to participate in any HEA
program must submit an application to
the Secretary for a determination that
it qualifies as an eligible institution
under this part.

(2) If the institution also wishes to be
certified to participate in the title IV,
HEA programs, it must indicate that
intent on the application, and submit

§600.20

all the documentation indicated on the
application to enable the Secretary to
determine that it satisfies the relevant
certification requirements contained in
34 CFR part 668, subparts B and L.

(3) A freestanding foreign graduate
medical school, or a foreign institution
that includes a foreign graduate med-
ical school, must include in its applica-
tion to participate—

(i)(A) A list of all medical school edu-
cational sites and where they are lo-
cated, including all sites at which its
students receive clinical training, ex-
cept those clinical training sites that
are not used regularly, but instead are
chosen by individual students who take
no more than two electives at the loca-
tion for no more than a total of eight
weeks; and

(B) The type of clinical training
(core, required clinical rotation, not
required clinical rotation) offered at
each site listed on the application in
accordance with paragraph (a)(3)(i)(A)
of this section; and

(ii) Whether the school offers—

(A) Only post-baccalaureate/equiva-
lent medical programs, as defined in
§600.52;

(B) Other types of programs that lead
to employment as a doctor of osteo-
pathic medicine or doctor of medicine;
or

(C) Both; and

(iii) Copies of the formal affiliation
agreements with hospitals or clinics
providing all or a portion of a clinical
training program required under
§600.55(e)(1).

(b) Reapplication. (1) A currently des-
ignated eligible institution that is not
participating in the title IV, HEA pro-
grams must apply to the Secretary for
a determination that the institution
continues to meet the requirements in
this part if the Secretary requests the
institution to reapply. If the institu-
tion wishes to be certified to partici-
pate in the title IV, HEA programs, it
must submit an application to the Sec-
retary and must submit all the sup-
porting documentation indicated on
the application to enable the Secretary
to determine that it satisfies the rel-
evant certification requirements con-
tained in subparts B and L of 34 CFR
part 668.
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(2) A currently designated eligible in-
stitution that participates in the title
IV, HEA programs must apply to the
Secretary for a determination that the
institution continues to meet the re-
quirements in this part and in 34 CFR
part 668 if the institution wishes to—

(i) Continue to participate in the
title IV, HEA programs beyond the
scheduled expiration of the institu-
tion’s current eligibility and certifi-
cation designation;

(ii) Reestablish eligibility and certifi-
cation as a private nonprofit, private
for-profit, or public institution fol-
lowing a change in ownership that re-
sults in a change in control as de-
scribed in §600.31; or

(iii) Reestablish eligibility and cer-
tification after the institution changes
its status as a proprietary, nonprofit,
or public institution.

(3) A freestanding foreign graduate
medical school, or a foreign institution
that includes a foreign graduate med-
ical school, must include in its re-
application to participate—

(i)(A) A list of all of the foreign grad-
uate medical school’s educational sites
and where they are located, including
all sites at which its students receive
clinical training, except those clinical
training sites that are not used regu-
larly, but instead are chosen by indi-
vidual students who take no more than
two electives at the location for no
more than a total of eight weeks; and

(B) The type of clinical training
(core, required clinical rotation, not
required clinical rotation) offered at
each site listed on the application in
accordance with paragraph (b)(3)(1)(A)
of this section; and

(ii) Whether the school offers—

(A) Only post-baccalaureate/equiva-
lent medical programs, as defined in
§600.52;

(B) Other types of programs that lead
to employment as a doctor of osteo-
pathic medicine or doctor of medicine;
or

(C) Both; and

(iii) Copies of the formal affiliation
agreements with hospitals or clinics
providing all or a portion of a clinical
training program required under
§600.55(e)(1).

(c) Application to expand eligibility. A
currently designated eligible institu-
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tion that wishes to expand the scope of
its eligibility and certification and dis-
burse title IV, HEA Program funds to
students enrolled in that expanded
scope must apply to the Secretary and
wait for approval to—

(1) Add an educational program or a
location at which the institution offers
or will offer 50 percent or more of an
educational program if one of the fol-
lowing conditions applies, otherwise it
must report to the Secretary under
§600.21:

(i) The institution participates in the
title IV, HEA programs under a provi-
sional certification, as provided in 34
CFR 668.13.

(ii) The institution receives title IV,
HEA program funds under the reim-
bursement or cash monitoring payment
method, as provided in 34 CFR part 668,
subpart K.

(iii) The institution acquires the as-
sets of another institution that pro-
vided educational programs at that lo-
cation during the preceding year and
participated in the title IV, HEA pro-
grams during that year.

(iv) The institution would be subject
to a loss of eligibility under 34 CFR
668.188 if it adds that location.

(v) The Secretary notifies, or has no-
tified, the institution that it must
apply for approval of an additional edu-
cational program or a location under
§600.10(c).

(2) Increase its level of program offer-
ing (e.g., adding graduate degree pro-
grams when it previously offered only
baccalaureate degree programs);

(3) Add an educational program if the
institution is required to apply to the
Secretary for approval under §600.10(c);

(4) Add a branch campus at a location
that is not currently included in the
institution’s eligibility and certifi-
cation designation;

(5) For a freestanding foreign grad-
uate medical school, or a foreign insti-
tution that includes a foreign graduate
medical school, add a location that of-
fers all or a portion of the foreign grad-
uate medical school’s core clinical
training or required clinical rotations,
except for those locations that are in-
cluded in the accreditation of a med-
ical program accredited by the Liaison
Committee on Medical Education
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(LCME) or the American Osteopathic
Association (AOA); or

(6) Convert an eligible location to a
branch campus.

(d) Notice and application. (1) Notice
and application procedures. (i) To satisfy
the requirements of paragraphs (a), (b),
and (c) of this section, an institution
must notify the Secretary of its intent
to offer an additional educational pro-
gram, or provide an application to ex-
pand its eligibility, in a format pre-
scribed by the Secretary and provide
all the information and documentation
requested by the Secretary to make a
determination of its eligibility and cer-
tification.

(ii)(A) An institution that notifies
the Secretary of its intent to offer an
educational program under paragraph
(c)(3) of this section must ensure that
the Secretary receives the notice de-
scribed in paragraph (d)(2) of this sec-
tion at least 90 days before the first
day of class of the educational pro-
gram.

(B) An institution that submits a no-
tice in accordance with paragraph
()(@)(EiI)(A) of this section is not re-
quired to obtain approval to offer the
additional educational program unless
the Secretary alerts the institution at
least 30 days before the first day of
class that the program must be ap-
proved for title IV, HEA program pur-
poses. If the Secretary alerts the insti-
tution that the additional educational
program must be approved, the Sec-
retary will treat the notice provided
about the additional educational pro-
gram as an application for that pro-
gram.

(C) If an institution does not provide
timely notice in accordance with para-
graph (d)(1)(ii)(A) of this section, the
institution must obtain approval of the
additional educational program from
the Secretary for title IV, HEA pro-
gram purposes.

(D) If an additional educational pro-
gram is required to be approved by the
Secretary for title IV, HEA program
purposes under paragraph (d)(1)@ii)(B)
or (C) of this section, the Secretary
may grant approval, or request further
information prior to making a deter-
mination of whether to approve or
deny the additional educational pro-
gram.

§600.20

(E) When reviewing an application
under paragraph (d)(1)(ii)(B) of this sec-
tion, the Secretary will take into con-
sideration the following:

(I) The institution’s demonstrated fi-
nancial responsibility and administra-
tive capability in operating its existing
programs.

(2) Whether the additional edu-
cational program is one of several new
programs that will replace similar pro-
grams currently provided by the insti-
tution, as opposed to supplementing or
expanding the current programs pro-
vided by the institution.

(3) Whether the number of additional
educational programs being added is
inconsistent with the institution’s his-
toric program offerings, growth, and
operations.

(4) Whether the process and deter-
mination by the institution to offer an
additional educational program that
leads to gainful employment in a rec-
ognized occupation is sufficient.

(F)(1) If the Secretary denies an ap-
plication from an institution to offer
an additional educational program, the
denial will be based on the factors de-
scribed in paragraphs (d)(1)(i)(E)(2),
(3), and (4) of this section, and the Sec-
retary will explain in the denial how
the institution failed to demonstrate
that the program is likely to lead to
gainful employment in a recognized oc-
cupation.

(2) If the Secretary denies the insti-
tution’s application to add an addi-
tional educational program, the Sec-
retary will permit the institution to
respond to the reasons for the denial
and request reconsideration of the de-
nial.

(2) Notice format. An institution that
notifies the Secretary of its intent to
offer an additional educational pro-
gram under paragraph (c)(3) of this sec-
tion must at a minimum—

(i) Describe in the notice how the in-
stitution determined the need for the
program and how the program was de-
signed to meet local market needs, or
for an online program, regional or na-
tional market needs. This description
must contain any wage analysis the in-
stitution may have performed, includ-
ing any consideration of Bureau of
Labor Statistics data related to the
program;
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(ii) Describe in the notice how the
program was reviewed or approved by,
or developed in conjunction with, busi-
ness advisory committees, program in-
tegrity boards, public or private over-
sight or regulatory agencies, and busi-
nesses that would likely employ grad-
uates of the program;

(iii) Submit documentation that the
program has been approved by its ac-
crediting agency or is otherwise in-
cluded in the institution’s accredita-
tion by its accrediting agency, or com-
parable documentation if the institu-
tion is a public postsecondary voca-
tional institution approved by a recog-
nized State agency for the approval of
public postsecondary vocational edu-
cation in lieu of accreditation; and

(iv) Provide the date of the first day
of class of the new program.

(e) Secretary’s response to applications.
(1) If the Secretary receives an applica-
tion under paragraph (a) or (b)(1) of
this section, the Secretary notifies the
institution—

(i) Whether the applicant institution
qualifies in whole or in part as an eligi-
ble institution under the appropriate
provisions in §§600.4 through 600.7; and

(ii) Of the locations and educational
programs that qualify as the eligible
institution if only a portion of the ap-
plicant qualifies as an eligible institu-
tion;

(2) If the Secretary receives an appli-
cation under paragraphs (a) or (b) of
this section and that institution ap-
plies to participate in the title IV, HEA
programs, the Secretary notifies the
institution—

(i) Whether the institution is cer-
tified to participate in those programs;

(ii) Of the title IV, HEA programs in
which it is eligible to participate;

(iii) Of the title IV, HEA programs in
which it is eligible to apply for funds;

(iv) Of the effective date of its eligi-
bility to participate in those programs;
and

(v) Of the conditions under which it
may participate in those programs;

(3) If the Secretary receives an appli-
cation under paragraph (b)(2) of this
section, the Secretary notifies the in-
stitution whether it continues to be
certified, or whether it reestablished
its eligibility and certification to par-
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ticipate in the title IV, HEA programs
and the scope of such approval.

(4) If the Secretary receives an appli-
cation under paragraph (c)(1) of this
section for an additional location, the
Secretary notifies the institution
whether the location is eligible or in-
eligible to participate in the title IV,
HEA programs, and the date of eligi-
bility if the location is determined eli-
gible;

(5) If the Secretary receives an appli-
cation under paragraph (c)(2) of this
section for an increase in the level of
program offering, or for an additional
educational program under paragraph
(c)(3) of this section, the Secretary no-
tifies the institution whether the pro-
gram qualifies as an eligible program,
and if the program qualifies, the date
of eligibility; and

(6) If the Secretary receives an appli-
cation under paragraphs (c)(4) or (c)(b)
of this section to have a branch campus
certified to participate in the title IV,
HEA programs as a branch campus, the
Secretary notifies the institution
whether that branch campus is cer-
tified to participate and the date that
the branch campus is eligible to begin
participation.

(f) Disbursement rules related to appli-
cations. (1)(i) Except as provided under
paragraph (f)(1)(ii) of this section and
34 CFR 668.26, if an institution submits
an application under paragraph (b)(2)(i)
of this section because its participation
period is scheduled to expire, after that
expiration date the institution may
not disburse title IV, HEA program
funds to students attending that insti-
tution until the institution receives
the Secretary’s notification that the
institution is again eligible to partici-
pate in those programs.

(ii) An institution described in para-
graph (f)(1)(i) of this section may dis-
burse title IV, HEA program funds to
its students if the institution submits
to the Secretary a materially complete
renewal application in accordance with
the provisions of 34 CFR 668.13(b)(2),
and has not received a final decision
from the Department on that applica-
tion.

180



Ofc. of Postsecondary Educ., Education

(2)(i) Except as provided under para-
graph (f)(2)(ii) of this section and 34
CFR 668.26, if a private nonprofit, pri-
vate for-profit, or public institution
submits an application under para-
graph (b)(2)(ii) or (b)(2)(iii) of this sec-
tion because it has undergone or will
undergo a change in ownership that re-
sults in a change of control or a change
in status, the institution may not dis-
burse title IV, HEA program funds to
students attending that institution
after the change of ownership or status
until the institution receives the Sec-
retary’s notification that the institu-
tion is eligible to participate in those
programs.

(ii) An institution described in para-
graph (f)(2)(i) of this section may dis-
burse title IV, HEA program funds to
its students if the Secretary issues a
provisional extension of certification
under paragraph (g) of this section.

(3) If an institution must apply to the
Secretary under ©paragraphs (c)(1)
through (c)(4) of this section, the insti-
tution may not disburse title IV, HEA
program funds to students attending
the subject location, program, or
branch until the institution receives
the Secretary’s notification that the
location, program, or branch is eligible
to participate in the title IV, HEA pro-
grams.

(4) If an institution applies to the
Secretary under paragraph (c)(5) of this
section to convert an eligible location
to a branch campus, the institution
may continue to disburse title IV, HEA
program funds to students attending
that eligible location.

(5) If an institution does not apply to
the Secretary to obtain the Secretary’s
approval of a new location, program,
increased level of program offering, or
branch, and the location, program, or
branch does not qualify as an eligible
location, program, or branch of that in-
stitution under this part and 34 CFR
part 668, the institution is liable for all
title IV, HEA program funds it dis-
burses to students enrolled at that lo-
cation or branch or in that program.

(g) Application for provisional extension
of certification. (1) If a private nonprofit
institution, a private for-profit institu-
tion, or a public institution partici-
pating in the title IV, HEA programs
undergoes a change in ownership that
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results in a change of control as de-
scribed in 34 CFR 600.31, the Secretary
may continue the institution’s partici-
pation in those programs on a provi-
sional basis, if the institution under
the new ownership submits a ‘‘materi-
ally complete application’ that is re-
ceived by the Secretary no later than
10 business days after the day the
change occurs.

(2) For purposes of this section, a pri-
vate nonprofit institution, a private
for-profit institution, or a public insti-
tution submits a materially complete
application if it submits a fully com-
pleted application form designated by
the Secretary supported by—

(i) A copy of the institution’s State
license or equivalent document that—
as of the day before the change in own-
ership—authorized or will authorize
the institution to provide a program of
postsecondary education in the State
in which it is physically located;

(ii) A copy of the document from the
institution’s accrediting association
that—as of the day before the change
in ownership—granted or will grant the
institution accreditation status, in-
cluding approval of any non-degree pro-
grams it offers;

(iii) Audited financial statements of
the institution’s two most recently
completed fiscal years that are pre-
pared and audited in accordance with
the requirements of 3¢ CFR 668.23; and

(iv) Audited financial statements of
the institution’s new owner’s two most
recently completed fiscal years that
are prepared and audited in accordance
with the requirements of 3¢ CFR 668.23,
or equivalent information for that
owner that is acceptable to the Sec-
retary.

(h) Terms of the extension. (1) If the
Secretary approves the institution’s
materially complete application, the
Secretary provides the institution with
a provisional Program Participation
Agreement (PPA). The provisional PPA
extends the terms and conditions of the
program participation agreement that
were in effect for the institution before
its change of ownership.

(2) The provisional PPA expires on
the earlier of—

(i) The date on which the Secretary
signs a new program participation
agreement;
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(ii) The date on which the Secretary
notifies the institution that its appli-
cation is denied; or

(iii) The last day of the month fol-
lowing the month in which the change
of ownership occurred, unless the pro-
visions of paragraph (h)(3) of this sec-
tion apply.

(3) If the provisional PPA will expire
under the provisions of paragraph
(h)(2)(iii) of this section, the Secretary
extends the provisional PPA on a
month-to-month basis after the expira-
tion date described in paragraph
(h)(2)(iii) of this section if, prior to
that expiration date, the institution
provides the Secretary with—

(i) A “‘same day’’ balance sheet show-
ing the financial position of the insti-
tution, as of the date of the ownership
change, that is prepared in accordance
with Generally Accepted Accounting
Principles (GAAP) published by the Fi-
nancial Accounting Standards Board
and audited in accordance with Gen-
erally Accepted Government Auditing
Standards (GAGAS) published by the
U.S. General Accounting Office;

(ii) If not already provided, approval
of the change of ownership from the
State in which the institution is lo-
cated by the agency that authorizes
the institution to legally provide post-
secondary education in that State;

(iii) If not already provided, approval
of the change of ownership from the in-
stitution’s accrediting agency; and

(iv) A default management plan un-
less the institution is exempt from pro-
viding that plan under 34 CFR
668.14(b)(15).

(Approved by the Office of Management and
Budget under control number 1845-0012)

(Authority: 20 U.S.C. 1001, 1002, 1088, 1094, and
1099c)

[656 FR 65671, Nov. 1, 2000, as amended at 75
FR 66677, Oct. 29, 2010; 75 FR 67192, Nov. 1,
2010; 79 FR 65006, Oct. 31, 2014]

§600.21 Updating application informa-
tion.

(a) Reporting requirements. Except as
provided in paragraph (b) of this sec-
tion, an eligible institution must re-
port to the Secretary in a manner pre-
scribed by the Secretary no later than
10 days after the change occurs, of any
change in the following:
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(1) Its name, the name of a branch, or
the name of a previously reported loca-
tion.

(2) Its address, the address of a
branch, or the address of a previously
reported location.

(3) Its establishment of an accredited
and licensed additional location at
which it offers or will offer 50 percent
or more of an educational program if
the institution wants to disburse title
IV, HEA program funds to students en-
rolled at that location, under the pro-
visions in paragraph (d) of this section.

(4) Except as provided in 34 CFR
668.10, the way it measures program
length (e.g., from clock hours to credit
hours, or from semester hours to quar-
ter hours).

(5) A decrease in the level of program
offering (e.g. the institution drops its
graduate programs).

(6) A person’s ability to affect sub-
stantially the actions of the institu-
tion if that person did not previously
have this ability. The Secretary con-
siders a person to have this ability if
the person—

(i) Holds alone or together with an-
other member or members of his or her
family, at least a 25 percent ‘‘owner-
ship interest’ in the institution as de-
fined in §600.31(b);

(ii) Represents or holds, either alone
or together with other persons, under a
voting trust, power of attorney, proxy,
or similar agreement at least a 25 per-
cent ‘“‘ownership interest’ in the insti-
tution, as defined in §600.31(b); or

(iii) Is a general partner, the chief ex-
ecutive officer, or chief financial offi-
cer of the institution.

(7) The individual the institution des-
ignates under 34 CFR 668.16(b)(1) as its
title IV, HEA Program administrator.

(8) The closure of a branch campus or
additional location that the institution
was required to report to the Sec-
retary.

(9) The governance of a public insti-
tution.

(10) For a freestanding foreign grad-
uate medical school, or a foreign insti-
tution that includes a foreign graduate
medical school, the school adds a loca-
tion that offers all or a portion of the
school’s clinical rotations that are not
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required, except for those that are in-
cluded in the accreditation of a med-
ical program accredited by the Liaison
Committee on Medical Education
(LCME) or the American Osteopathic
Association (AOA), or that are not used
regularly, but instead are chosen by in-
dividual students who take no more
than two electives at the location for
no more than a total of eight weeks.

(11) For any gainful employment pro-
gram under 34 CFR part 668, subpart

(i) Establishing the eligibility or re-
establishing the eligibility of the pro-
gram;

(ii) Discontinuing the program’s eli-
gibility under 34 CFR 668.410;

(iii) Ceasing to provide the program
for at least 12 consecutive months;

(iv) Losing program eligibility under
§600.40;

(v) Changing the program’s name,
CIP code, as defined in 34 CFR 668.402,
or credential level; or

(vi) Updating the certification pursu-
ant to §668.414(b).

(b) Additional reporting from institu-
tions owned by publicly-traded corpora-
tions. An institution that is owned by a
publicly-traded corporation must re-
port to the Secretary any change in
the information described in paragraph
(a)(6) of this section when it notifies its
accrediting agency, but no later than
10 days after the institution learns of
the change.

(c) Secretary’s response to reporting.
The Secretary notifies an institution if
any reported changes affects the insti-
tution’s eligibility, and the effective
date of that change.

(d) Disbursement rules related to addi-
tional locations. When an institution
must report to the Secretary about an
additional location under paragraph
(a)(3) of this section, the institution
may not disburse title IV, HEA funds
to students at that location before it
reports to the Secretary about that lo-
cation. Unless it is an institution that
must apply to the Secretary under
§600.20(c)(1), once it reports to the Sec-
retary about that location, the institu-
tion may disburse those funds to those
students if that location is licensed and
accredited.

(e) Consequence of failure to report. An
institution’s failure to inform the Sec-

§600.31

retary of a change described in para-
graph (a) of this section within the
time period stated in that paragraph
may result in adverse action against
the institution.

(f) Definition. A family member in-
cludes a person’s—

(1) Parent or stepparent, sibling or
step-sibling, spouse, child or stepchild,
or grandchild or step-grandchild;

(2) Spouse’s parent or stepparent, sib-
ling or step-sibling, child or stepchild,
or grandchild or step-grandchild;

(3) Child’s spouse; and

(4) Sibling’s spouse.

(Approved by the Office of Management and
Budget under control number 1845-0012)

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

[656 FR 65673, Nov. 1, 2000, as amended at 67
FR 67070, Nov. 1, 2002; 71 FR 45692, Aug. 9,
2006; 75 FR 67193, Nov. 1, 2010; 79 FR 65006,
Oct. 31, 2014]

Subpart C—Maintaining Eligibility

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

§600.30 [Reserved]

§600.31 Change in ownership result-
ing in a change in control for pri-
vate nonprofit, private for-profit
and public institutions.

(a)(1) Except as provided in para-
graph (a)(2) of this section, a private
nonprofit, private for-profit, or public
institution that undergoes a change in
ownership that results in a change in
control ceases to qualify as an eligible
institution upon the change in owner-
ship and control. A change in owner-
ship that results in a change in control
includes any change by which a person
who has or thereby acquires an owner-
ship interest in the entity that owns
the institution or the parent corpora-
tion of that entity, acquires or loses
the ability to control the institution.

(2) If a private nonprofit, private for-
profit, or public institution has under-
gone a change in ownership that re-
sults in a change in control, the Sec-
retary may, under the provisions of
§600.20(g) and (h), continue the institu-
tion’s participation in the title IV,
HEA programs on a provisional basis,
provided that the institution submits,
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under the provisions of §600.20(g), a ma-
terially complete application—

(i) No later than 10 business days
after the change occurs; or

(ii) For an institution owned by a
publicly-traded corporation, no later
than 10 business days after the institu-
tion knew, or should have known of the
change based upon SEC filings, that
the change occurred.

(3) In order to reestablish eligibility
and to resume participation in the title
IV, 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 postsec-
ondary 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—

(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

(ii) 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 or ownership interest. (1)
Ownership or ownership interest means
a legal or beneficial interest in an in-
stitution or its corporate parent, or a
right to share in the profits derived
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from the operation of an institution or
its corporate parent.

(2) Ownership or ownership interest
does not include an ownership interest
held by—

(i) A mutual fund that is regularly
and publicly traded;

(ii) A U.S. institutional investor, as
defined in 17 CFR 240.15a-6(b)(7);

(iii) A profit-sharing plan of the in-
stitution or its corporate parent, pro-
vided that all full-time permanent em-
ployees of the institution or corporate
parent are included in the plan; or

(iv) An Employee Stock Ownership
Plan (ESOP).

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

(iii) A person who holds or controls 50
percent or more of the total out-
standing stock of the corporation
ceases to hold or control that propor-
tion of the stock of the corporation.

(2) Publicly traded corporations re-
quired to be registered with the Securities
and Exchange Commission (SEC). A
change in ownership and control occurs
when—

(i) A person acquires such ownership
and control of the corporation so that
the corporation is required to file a
Form 8K with the SEC notifying that
agency of the change in control; or
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(ii) (A) A person who is a controlling
shareholder of the corporation ceases
to be a controlling shareholder. A con-
trolling shareholder is a shareholder
who holds or controls through agree-
ment both 25 percent or more of the
total outstanding voting stock of the
corporation and more shares of voting
stock than any other shareholder. A
controlling shareholder for this pur-
pose does not include a shareholder
whose sole stock ownership is held as a
U.S. institutional investor, as defined
in 17 CFR 240.15a-6(b)(7), held in mu-
tual funds, held through a profit-shar-
ing plan, or held in an Employee Stock
Ownership Plan (ESOP).

(B) When a change of ownership oc-
curs as a result of paragraph
(c)(2)(ii)(A) of this section, the institu-
tion may submit its most recent quar-
terly financial statement as filed with
the SEC, along with copies of all other
SEC filings made after the close of the
fiscal year for which a compliance
audit has been submitted to the De-
partment of Education, instead of the
‘“‘same day’’ balance sheet.

(C) If a publicly-traded institution is
provisionally certified due to a change
in ownership under paragraph (c)(2)(ii)
of this section, and that institution ex-
periences another change of ownership
under paragraph (c)(2)(ii) of this sec-
tion, an approval of the subsequent
change in ownership does not extend
the original expiration date for the
provisional certification provided that
any current controlling shareholder
was listed on the change of ownership
application for which the original pro-
visional approval was granted.

(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
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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 institution. A nonprofit
institution changes ownership and con-
trol when a change takes place that is
described in paragraph (d) of this sec-
tion.

(7T) Public institution. The Secretary
does not consider that a public institu-
tion undergoes a change in ownership
that results in a change of control if
there is a change in governance and the
institution after the change remains a
public institution, provided—

(i) The new governing authority is in
the same State as included in the insti-
tution’s program participation agree-
ment; and

(ii) The new governing authority has
acknowledged the public institution’s
continued responsibilities under its
program participation agreement.

(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;

(6) The transfer of the liabilities of
an institution to its parent corpora-
tion;
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(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 change in status as a for-profit,
nonprofit, or public institution.

(e) Excluded transactions. A change in
ownership and control reported under
§600.21 and otherwise subject to this
section does not include a transfer of
ownership and control of all or part of
an owner’s equity or partnership inter-
est in an institution, the institution’s
parent corporation, or other legal enti-
ty that has signed the institution’s
Program Participation Agreement—

(1) From an owner to a ‘‘family mem-
ber” of that owner as defined in
§600.21(f); or

(2) Upon the retirement or death of
the owner, to a person with an owner-
ship interest in the institution who has
been involved in management of the in-
stitution for at least two years pre-
ceding the transfer and who has estab-
lished and retained the ownership in-
terest for at least two years prior to
the transfer.

(Approved by the Office of Management and
Budget under control number 1845-0012)

(Authority: 20 U.S.C. 1099¢c)

[69 FR 22336, Apr. 29, 1994, as amended at 59
FR 47801, Sept. 19, 1994; 60 FR 33430, June 30,
1995; 64 FR 58616, Oct. 29, 1999; 65 FR 65673,
Nov. 1, 2000; 67 FR 67070, Nov. 1, 2002]

§600.32 Eligibility of additional loca-
tions.

(a) Except as provided in paragraphs
(b), (¢), and (d) of this section, to qual-
ify as an eligible location, an addi-
tional location of an eligible institu-
tion must satisfy the applicable re-
quirements 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;
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(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

(ii) 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 IV, 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-
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)(1) An institution that conducts a
teach-out at a site of a closed institu-
tion may apply to have that site ap-
proved as an additional location if—

(1) The closed institution ceased op-
erations and the Secretary has taken
an action to limit, suspend, or termi-
nate the institution’s participation
under §600.41 or subpart G of this part,
or has taken an emergency action
under 34 CFR 668.83; and

(ii) The teach-out plan required
under 34 CFR 668.14(b)(31) is approved
by the closed institution’s accrediting
agency.

(2)(1) An institution that conducts a
teach-out and is approved to add an ad-
ditional location described in para-
graph (d)(1) of this section—

(A) Does not have to meet the two-
year in existence requirement of
§600.5(a)(7) or §600.6(a)(6) for the addi-
tional location described in paragraph
(d)(1) of this section;

186



Ofc. of Postsecondary Educ., Education

(B) Is not responsible for any liabil-
ities of the closed institution as pro-
vided under paragraph (c)(1) and (c)(2)
of this section if the institutions are
not related parties and there is no com-
monality of ownership or management
between the institutions, as described
in 34 CFR 668.188(b) and 34 CFR
668.207(b); and

(C) Will not have the default rate of
the closed institution included in the
calculation of its default rate, as would
otherwise be required under 34 CFR
668.184 and 34 CFR 668.203, if the insti-
tutions are not related parties and
there is no commonality of ownership
or management between the institu-
tions, as described in 34 CFR 668.188(b)
and 34 CFR 668.207(b).

(ii) As a condition for approving an
additional location under paragraph
(d)(1) of this section, the Secretary
may require that payments from the
institution conducting the teach-out to
the owners or related parties of the
closed institution, are used to satisfy
any liabilities owed by the closed insti-
tution.

(e) 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, 1099¢, 1141)

[69 FR 22336, Apr. 29, 1994, as amended at 74
FR 55933, Oct. 29, 2009]

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-

§600.40

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 IV, HEA
programs—

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

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

(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
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.

(c)(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—
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(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)

[69 FR 22336, Apr. 29, 1994, as amended at 63
FR 40622, July 29, 1998]

§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—

(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;

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

(F) Its permanently closing; or

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

(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 IV, HEA pro-

34 CFR Ch. VI (7-1-15 Edition)

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
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 IV, HEA programs with respect to
students enrolled in that educational
program.

(c)(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
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funds provided under an applicable
title IV, HEA program by the institu-
tion—

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

(ii) 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
funds under the applicable title IV,
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 IV, 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-

§600.41

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,
the sole issue is whether the institu-
tion, location, or program has the req-
uisite legal authorization. The pre-
siding 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 of a foreign graduate medical
school is one or more annual pass rates
on the U.S. Medical Licensing Exam-
ination below the threshold required in
§600.55(f)(1)(ii), the sole issue is wheth-
er one or more of the foreign medical
school’s pass rate or rates for the pre-
ceding calendar year fell below that
threshold. For a foreign graduate med-
ical school that opted to have the Edu-
cational Commission for Foreign Med-
ical Graduates (ECFMG) calculate and
provide the pass rates directly to the
Secretary for the preceding calendar
year as permitted under §600.55(d)(2) in
lieu of the foreign graduate medical
school providing pass rate data to the
Secretary under §600.55(d)(1)(iii), the
ECFMG’s calculations of the school’s
rates are conclusive; and the presiding
official has no authority to consider
challenges to the computation of the
rate or rates by the ECFMG.

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

[69 FR 22336, Apr. 29, 1994, as amended at 63
FR 40623, July 29, 1998; 75 FR 67193, Nov. 1,
2010]

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.
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§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) Applicability of other title IV,
HEA program regulations.

(1) A foreign institution must comply
with all requirements for eligible and
participating institutions except when
made inapplicable by the HEA or when
the Secretary, through publication in
the FEDERAL REGISTER, identifies spe-
cific provisions as inapplicable to for-
eign institutions.

(2)(1) A public or nonprofit foreign in-
stitution that meets the requirements
of this subpart, and that also meets the
requirements of this part except as pro-
vided in §§600.51(c)(1) and 600.54(a), is
considered an ‘‘institution of higher
education” for purposes of the title IV,
HEA program regulations; and

(ii) A for-profit foreign institution
that meets the requirements of this
subpart, and that also meets the re-
quirements of this Part, except as pro-
vided in §§600.51(c)(1) and 600.54(a), is
considered a ‘‘proprietary institution”
for purposes of title IV, HEA program
regulations.

(d)(1) A program offered by a foreign
school through any use of a tele-
communications course, correspond-
ence course, or direct assessment pro-
gram is not an eligible program;

(2) Correspondence course has the
meaning given in §600.2;

(3) Direct assessment program has the
meaning given in §668.10(a)(1) of this
chapter;

(4) Telecommunications course 1is a
course offered through any one or a
combination of the technologies listed
in the definition of telecommuni-
cations course in §600.2, except that
telecommunications technologies may
be used to supplement and support in-
struction that is offered in a classroom
located in the foreign country where

34 CFR Ch. VI (7-1-15 Edition)

the students and instructor are phys-
ically present.

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

[69 FR 22063, Apr. 28, 1994, as amended at 71
FR 45692, Aug. 9, 2006; 75 FR 67193, Nov. 1,
20107

§600.52 Definitions.

The following definitions apply to
this subpart E:

Associate degree school of nursing: A
school that provides primarily or ex-
clusively a two-year program of post-
secondary education in professional
nursing leading to a degree equivalent
to an associate degree in the United
States.

Clinical training: The portion of a
graduate medical education program
that counts as a clinical clerkship for
purposes of medical licensure com-
prising core, required clinical rotation,
and not required clinical rotation.

Collegiate school of nursing: A school
that provides primarily or exclusively
a minimum of a two-year program of
postsecondary education in profes-
sional nursing leading to a degree
equivalent to a bachelor of arts, bach-
elor of science, or bachelor of nursing
in the United States, or to a degree
equivalent to a graduate degree in
nursing in the United States, and in-
cluding advanced training related to
the program of education provided by
the school.

Diploma school of nursing: A school af-
filiated with a hospital or university,
or an independent school, which pro-
vides primarily or exclusively a two-
year program of postsecondary edu-
cation in professional nursing leading
to the equivalent of a diploma in the
United States or to equivalent indicia
that the program has been satisfac-
torily completed.

Foreign graduate medical school: A for-
eign institution (or, for a foreign insti-
tution that is a university, a compo-
nent of that foreign institution) having
as its sole mission providing an edu-
cational program that leads to a degree
of medical doctor, doctor of osteo-
pathic medicine, or the equivalent. A
reference in these regulations to a for-
eign graduate medical school as ‘‘free-
standing’ pertains solely to those
schools that qualify by themselves as
foreign institutions and not to schools
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that are components of universities
that qualify as foreign institutions.

Foreign institution:

(1) For the purposes of students who
receive title IV aid, an institution
that—

(i) Is not located in a State;

(ii) Except as provided with respect
to clinical training offered under
§600.55(h)(1), §600.56(b), or §600.57(a)(2)—

(A) Has no U.S. location;

(B) Has no written arrangements,
within the meaning of §668.5, with in-
stitutions or organizations located in
the United States for students enroll-
ing at the foreign institution to take
courses from institutions located in
the United States;

(C) Does not permit students to en-
roll in any course offered by the for-
eign institution in the United States,
including research, work, internship,
externship, or special studies within
the United States, except that inde-
pendent research done by an individual
student in the United States for not
more than one academic year is per-
mitted, if it is conducted during the
dissertation phase of a doctoral pro-
gram under the guidance of faculty,
and the research can only be performed
in a facility in the United States;

(iii) Is legally authorized by the edu-
cation ministry, council, or equivalent
agency of the country in which the in-
stitution is located to provide an edu-
cational program beyond the secondary
education level; and

(iv) Awards degrees, certificates, or
other recognized educational creden-
tials in accordance with §600.54(e) that
are officially recognized by the country
in which the institution is located; or

(2) If the educational enterprise en-
rolls students both within a State and
outside a State, and the number of stu-
dents who would be eligible to receive
title IV, HEA program funds attending
locations outside a State is at least
twice the number of students enrolled
within a State, the locations outside a
State must apply to participate as one
or more foreign institutions and must
meet all requirements of paragraph (1)
of this definition, and the other re-
quirements of this part. For the pur-
poses of this paragraph, an educational
enterprise consists of two or more loca-
tions offering all or part of an edu-

§600.52

cational program that are directly or
indirectly under common ownership.

Foreign nursing school: A foreign in-
stitution (or, for a foreign institution
that is a university, a component of
that foreign institution) that is an as-
sociate degree school of nursing, a col-
legiate school of nursing, or a diploma
school of nursing. A reference in these
regulations to a foreign nursing school
as ‘‘freestanding’ pertains solely to
those schools that qualify by them-
selves as foreign institutions and not
to schools that are components of uni-
versities that qualify as foreign insti-
tutions.

Foreign veterinary school: A foreign in-
stitution (or, for a foreign institution
that is a university, a component of
that foreign institution) having as its
sole mission providing an educational
program that leads to the degree of
doctor of veterinary medicine, or the
equivalent. A reference in these regula-
tions to a foreign veterinary school as
“freestanding’’ pertains solely to those
schools that qualify by themselves as
foreign institutions and not to schools
that are components of universities
that qualify as foreign institutions.

National Committee on Foreign Medical
Education and Accreditation (NCFMEA):
The operational committee of medical
experts established by the Secretary to
determine whether the medical school
accrediting standards used in other
countries are comparable to those ap-
plied to medical schools in the United
States, for purposes of evaluating the
eligibility of accredited foreign grad-
uate medical schools to participate in
the title IV, HEA programs.

Passing score: The minimum passing
score as defined by the Educational
Commission for Foreign Medical Grad-
uates (ECFMG), or on the National
Council Licensure Examination for
Registered Nurses (NCLEX-RN), as ap-
plicable.

Post-baccalaureate/equivalent  medical
program: A program offered by a foreign
graduate medical school that requires,
as a condition of admission, that its
students have already completed their
non-medical undergraduate studies and
that consists solely of courses and
training leading to employment as a
doctor of medicine or doctor of osteo-
pathic medicine.
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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)

[69 FR 22063, Apr. 28, 1994, as amended at 75
FR 67193, Nov. 1, 2010]

§600.53 Requesting an eligibility de-
termination.

(a) 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
Direct Loan Program.

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 Direct Loan Pro-
gram if the foreign institution meets
the following requirements:

(a)(1) Except for a freestanding for-
eign graduate medical school, foreign
veterinary school, or foreign nursing
school, the foreign institution is a pub-
lic or private nonprofit educational in-
stitution.

(2) For a public or private nonprofit
foreign institution, the institution
meets the requirements of §600.4, ex-
cept §600.4(a)(1), (a)(2), (a)(3), (a)(@)(i),
(a)(d), (b), (c), and any requirements
the HEA or the Secretary has des-
ignated as inapplicable in accordance
with §600.51(c)(1).

34 CFR Ch. VI (7-1-15 Edition)

(3) For a for-profit foreign medical,
veterinary, or nursing school, the
school meets the requirements of
§600.5, except §600.5(a)(2), (a)(3), (a)(4),
(a)(5)(1)(B), (a)(d)(ii), (a)(6), (c), (d), (e)
and any requirements the HEA or the
Secretary has designated as inappli-
cable in accordance with §600.51(c)(1).

(b) The foreign institution 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.

(c) Notwithstanding §668.5, an eligi-
ble foreign institution may not enter
into a written arrangement under
which an ineligible institution or orga-
nization provides any portion of one or
more of the eligible foreign institu-
tion’s programs. For the purposes of
this paragraph, written arrangements
do not include affiliation agreements
for the provision of clinical training
for foreign medical, veterinary, and
nursing schools.

(d) An additional location of a for-
eign institution must separately meet
the definition of a foreign institution
in §600.52 if the additional location is—

(1) Located outside of the country in
which the main campus is located, ex-
cept as provided in §600.55(h)(1),
§600.56(b), §600.57(a)(2), §600.55(h)(3),
and the definition of foreign institu-
tion found in §600.52; or

(2) Located within the same country
as the main campus, but is not covered
by the legal authorization of the main
campus.

(e) The foreign institution 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)(1) 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
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recognized occupation within the
meaning of the gainful employment
provisions.

(ii) An institution must demonstrate
to the satisfaction of the Secretary
that the amount of academic work re-
quired by a program in paragraph
(e)(3)(i) of this section is equivalent to
at least the definition of an academic
year in §668.3.

(f) For a for-profit foreign medical,
veterinary, or nursing school—

(1) No portion of an eligible medical
or veterinary program offered may be
at what would be an undergraduate
level in the United States; and

(2) The title IV, HEA program eligi-
bility does not extend to any joint de-
gree program.

(g) Proof that a foreign institution
meets the requirements of paragraph
(1)(iii) of the definition of a foreign in-
stitution in §600.52 may be provided to
the Secretary by a legal authorization
from the appropriate education min-
istry, council, or equivalent agency—

(1) For all eligible foreign institu-
tions in the country;

(2) For all eligible foreign institu-
tions in a jurisdiction within the coun-
try; or

(3) For each separate eligible foreign
institution in the country.

(Authority: 20 U.S.C. 1082, 1088)
[75 FR 67194, Nov. 1, 2010]

§600.55 Additional criteria for deter-
mining whether a foreign graduate
medical school is eligible to apply
to participate in the Direct Loan
Program.

(a) General. (1) The Secretary con-
siders a foreign graduate medical
school to be eligible to apply to par-
ticipate in the title IV, HEA programs
if, in addition to satisfying the criteria
of this part (except the criterion in
§600.54 that the institution be public or
private nonprofit), the school satisfies
the criteria of this section.

(2) A foreign graduate medical school
must provide, and in the normal course
require its students to complete, a pro-
gram of clinical training and classroom
medical instruction of not less than 32
months in length, that is supervised
closely by members of the school’s fac-
ulty and that—

§600.55

(i) Is provided in facilities adequately
equipped and staffed to afford students
comprehensive clinical training and
classroom medical instruction;

(ii) Is approved by all medical licens-
ing boards and evaluating bodies whose
views are considered relevant by the
Secretary; and

(iii) As part of its clinical training,
does not offer more than two electives
consisting of no more than eight weeks
per student at a site located in a for-
eign country other than the country in
which the main campus is located or in
the United States, unless that location
is included in the accreditation of a
medical program accredited by the Li-
aison Committee on Medical Education
(LCME) or the American Osteopathic
Association (AOA).

(3) A foreign graduate medical school
must appoint for the program described
in paragraph (a)(2) of this section only
those faculty members whose academic
credentials are the equivalent of cre-
dentials required of faculty members
teaching the same or similar courses at
medical schools in the United States.

(4) A foreign graduate medical school
must have graduated classes during
each of the two twelve-month periods
immediately preceding the date the
Secretary receives the school’s request
for an eligibility determination.

(b) Accreditation. A foreign graduate
medical school must—

(1) Be approved by an accrediting
body—

(i) That is legally authorized to
evaluate the quality of graduate med-
ical school educational programs and
facilities in the country where the
school is located; and

(ii) Whose standards of accreditation
of graduate medical schools have been
evaluated by the NCFMEA or its suc-
cessor committee of medical experts
and have been determined to be com-
parable to standards of accreditation
applied to medical schools in the
United States; or

(2) Be a public or private nonprofit
educational institution that satisfies
the requirements in §600.4(a)(5)(1).

(c) Admission criteria. (1) A foreign
graduate medical school having a post-
baccalaureate/equivalent medical pro-
gram must require students accepted
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for admission who are U.S. citizens, na-
tionals, or permanent residents to have
taken the Medical College Admission
Test (MCAT) and to have reported
their scores to the foreign graduate
medical school; and

(2) A foreign graduate medical school
must determine the consent require-
ments for, and require the necessary
consents of, all students accepted for
admission for whom the school must
report to enable the school to comply
with the collection and submission re-
quirements of paragraph (d) of this sec-
tion.

(d) Collection and submission of data.
(1) A foreign graduate medical school
must obtain, at its own expense, and
submit, by the date required by para-
graph (d)(3) of this section—

(i) To its accrediting authority and,
on request, to the Secretary, the scores
on the MCAT or successor examina-
tion, of all students admitted during
the preceding calendar year who are
U.S. citizens, nationals, or eligible per-
manent residents, together with a
statement of the number of times each
student took the examination;

(ii) To its accrediting authority and,
on request, to the Secretary, the per-
centage of students graduating during
the preceding calendar year (including
at least all graduates who are U.S. citi-
zens, nationals, or eligible permanent
residents) who obtain placement in an
accredited U.S. medical residency pro-
gram;

(iii) To the Secretary, except as pro-
vided for in paragraph (d)(2) of this sec-
tion, all scores, disaggregated by step/
test—i.e., Step 1, Step 2—Clinical
Skills (Step 2-CS), and Step 2—Clinical
Knowledge (Step 2-CK), or the suc-
cessor examinations—and attempt,
earned during the preceding calendar
yvear by each student and graduate, on
Step 1, Step 2-CS, and Step 2-CK, or
the successor examinations, of the U.S.
Medical Licensing Examination
(USMLE), together with the dates the
student has taken each test, including
any failed tests;

(iv) To the Secretary, a statement of
its citizenship rate for the preceding
calendar year for a school that is sub-
ject to paragraph (f)(1)(i)(A) of this sec-
tion, together with a description of the
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methodology used in deriving the rate
that is acceptable to the Secretary.

(2) In lieu of submitting the informa-
tion required in paragraph (d)(1)(iii) of
this section to the Secretary, a foreign
graduate medical school that is not
subject to paragraph (f)(4) of this sec-
tion may agree to allow the Edu-
cational Commission for Foreign Med-
ical Graduates (ECFMG) or other re-
sponsible third party to calculate the
rate described in paragraph (f)(1)(ii)
and (f)(3) of this section for the pre-
ceding calendar year and provide the
rate directly to the Secretary on the
school’s behalf with a copy to the for-
eign graduate medical school, pro-
vided—

(i) The foreign graduate medical
school has provided by April 30 to the
Secretary written consent acceptable
to the Secretary to reliance by the Sec-
retary on the pass rate as calculated by
the ECFMG or other responsible third
party for purposes of determining com-
pliance with paragraph (f)(1)(ii) and
(£)(3) of this section for the preceding
calendar year; and

(ii) The foreign graduate medical
school agrees in its written consent
that for the preceding calendar year
the rate as calculated by the ECFMG
or other designated third party will be
conclusive for purposes of determining
compliance with paragraph (f)(1)(ii)
and (f)(3) of this section.

(3) A foreign graduate medical school
must submit the data it collects in ac-
cordance with paragraph (d)(1) of this
section no later than April 30 of each
year, unless the Secretary specifies a
different date through a notice in the
FEDERAL REGISTER.

(e) Requirements for clinical training.
(1)) A foreign graduate medical school
must have—

(A) A formal affiliation agreement
with any hospital or clinic at which all
or a portion of the school’s core clin-
ical training or required clinical rota-
tions are provided; and

(B) Either a formal affiliation agree-
ment or other written arrangements
with any hospital or clinic at which all
or a portion of its clinical rotations
that are not required are provided, ex-
cept for those locations that are not
used regularly, but instead are chosen
by individual students who take no
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more than two electives at the location
for no more than a total of eight
weeks.

(ii) The agreements described in
paragraph (e)(1)(i) of this section must
state how the following will be ad-
dressed at each site—

(A) Maintenance
standards;

(B) Appointment of faculty to the
medical school staff;

(C) Design of the curriculum;

(D) Supervision of students;

(E) Evaluation of student perform-
ance; and

(F) Provision of liability insurance.

(2) A foreign graduate medical school
must notify its accrediting body within
one year of any material changes in—

(i) The educational programs, includ-
ing changes in clinical training pro-
grams; and

(ii) The overseeing bodies and in the
formal affiliation agreements with hos-
pitals and clinics described in para-
graph (e)(1)(i) of this section.

(f) Citicenship and USMLE pass rate
percentages. (1)(i)(A) During the cal-
endar year preceding the year for
which any of the school’s students
seeks an title IV, HEA program 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 must
have been persons who did not meet
the citizenship and residency criteria
contained in section 484(a)(5) of the
HEA, 20 U.S.C. 1091(a)(5); or

(B) The school must have had a clin-
ical training program approved by a
State prior to January 1, 2008, and
must continue to operate a clinical
training program in at least one State
that approves the program; and

(ii) Except as provided in paragraph
(f)(4) of this section, for a foreign grad-
uate medical school outside of Canada,
for Step 1, Step 2-CS, and Step 2-CK, or
the successor examinations, of the
USMLE administered by the ECFMG,
at least 75 percent of the school’s stu-
dents and graduates who took that
step/test of the examination in the
year preceding the year for which any
of the school’s students seeks a title
IV, HEA program loan must have re-
ceived a passing score on that step/test

of the school’s
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and are taking the step/test for the
first time; or

(2)(i) The school must have had a
clinical training program approved by
a State as of January 1, 1992; and

(ii) The school must continue to op-
erate a clinical training program in at
least one State that approves the pro-
gram.

(3) In performing the calculation re-
quired in paragraph (f)(1)(ii) of this sec-
tion, a foreign graduate medical school
shall—

(1) Include as a graduate each student
who graduated from the school during
the three years preceding the year for
which the calculation is performed and
who took that step/test for the first
time in that year; and

(i1) Include students and graduates
who take more than one step/test of
the USMLE examination for the first
time in the same year in the denomi-
nator for each of those steps/tests;

(4)(i) If the calculation described in
paragraph (f)(1)(ii) of this section
would result in any step/test pass rate
based on fewer than eight students, a
single pass rate for the school is deter-
mined instead based on the perform-
ance of the school’s students and grad-
uates on Step 1, Step 2-CS, and Step 2-
CK combined;

(ii) If combining the results on all
three step/tests as permitted in para-
graph (f)(4)(i) of this section would re-
sult in a pass rate based on fewer than
eight step/test results, the school is
deemed to have no pass rate for that
year and the results for the year are
combined with each subsequent year
until a pass rate based on at least eight
step/test results is derived.

(g) Other criteria. (1) As part of estab-
lishing, publishing, and applying rea-
sonable satisfactory academic progress
standards, a foreign graduate medical
school must include as a quantitative
component a maximum timeframe in
which a student must complete his or
her educational program that must—

(i) Be no longer than 150 percent of
the published length of the educational
program measured in academic years,
terms, credit hours attempted, clock
hours completed, etc., as appropriate;
and

(ii) Meet the requirements
§668.16(e)(2)(ii)(B), (C) and (D).

of
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(2) A foreign graduate medical school
must document the educational reme-
diation it provides to assist students in
making satisfactory academic
progress.

(38) A foreign graduate medical school
must publish all the languages in
which instruction is offered.

(h) Location of a program. (1) Except
as provided in paragraph (h)(3)(ii) of
this section, all portions of a graduate
medical education program offered to
U.S. students must be located in a
country whose medical school accred-
iting standards are comparable to
standards used in the United States, as
determined by the NCFMEA, except for
clinical training sites located in the
United States.

(2) No portion of the graduate med-
ical educational program offered to
U.S. students, other than the clinical
training portion of the program, may
be located outside of the country in
which the main campus of the foreign
graduate medical school is located.

(3)(i) Except as provided in paragraph
(h)(3)(ii) of this section, for any part of
the clinical training portion of the edu-
cational program located in a foreign
country other than the country in
which the main campus is located or in
the United States, in order for students
attending the site to be eligible to bor-
row title IV, HEA program funds—

(A) The site must be located in an
NCFMEA approved comparable foreign
country;

(B) The institution’s medical accred-
iting agency must have conducted an
on-site evaluation and specifically ap-
proved the clinical training site; and

(C) Clinical instruction must be of-
fered in conjunction with medical edu-
cational programs offered to students
enrolled in accredited medical schools
located in that approved foreign coun-
try.

(ii) A clinical training site located in
a foreign country other than the coun-
try in which the main campus is lo-
cated or in the United States is not re-
quired to meet the requirements of
paragraph (h)(3)(i) of this section in
order for students attending that site
to be eligible to borrow title IV, HEA
program funds if—

(A) The location is included in the
accreditation of a medical program ac-
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credited by the Liaison Committee on

Medical Education (LCME) or the
American Osteopathic  Association
(AOA); or

(B) No individual student takes more
than two electives at the location and
the combined length of the electives
does not exceed eight weeks.

[75 FR 67195, Nov. 1, 2010]

§600.56 Additional criteria for deter-
mining whether a foreign veteri-
nary school is eligible to apply to
participate in the Direct Loan Pro-
gram.

(a) The Secretary considers a foreign
veterinary school to be eligible to
apply to participate in the Direct Loan
Program if, in addition to satisfying
the criteria in this part (except the cri-
terion in §600.54 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 veterinary instruction that
is supervised closely by members of the
school’s faculty, and that is provided in
facilities adequately equipped and
staffed to afford students comprehen-
sive clinical and classroom veterinary
instruction through a training program
for foreign veterinary students that
has been approved by all veterinary li-
censing boards and evaluating 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)(l) 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 veterinary
schools in the United States.

(4) Effective July 1, 2015, the school is
accredited or provisionally accredited
by an organization acceptable to the
Secretary for the purpose of evaluating
veterinary programs.

(b)(1) No portion of the foreign vet-
erinary educational program offered to
U.S. students, other than the clinical
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training portion of the program as pro-
vided for in paragraph (b)(2) of this sec-
tion, may be located outside of the
country in which the main campus of
the foreign veterinary school is lo-
cated;

(2)(iQ) For a veterinary school that is
neither public nor private nonprofit,
the school’s students must complete
their clinical training at an approved
veterinary school located in the United
States;

(ii) For a veterinary school that is
public or private nonprofit, the
school’s students may complete their
clinical training at an approved veteri-
nary school located—

(A) In the United States;

(B) In the home country; or

(C) Outside of the United States or
the home country, if—

(I) The location is included in the ac-
creditation of a veterinary program ac-
credited by the American Veterinary
Medical Association (AVMA); or

(2) No individual student takes more
than two electives at the location and
the combined length of the elective
does not exceed eight weeks.

(Authority: 20 U.S.C. 1002 and 1092.)
[75 FR 67197, Nov. 1, 2010]

§600.57 Additional criteria for deter-
mining whether a foreign nursing
school is eligible to apply to partici-
pate in the Direct Loan Program.

(a) Effective July 1, 2012 for a foreign
nursing school that was participating
in any title IV, HEA program on Au-
gust 13, 2008, and effective July 1, 2011
for all other foreign nursing schools,
the Secretary considers the foreign
nursing school to be eligible to apply
to participate in the Direct Loan Pro-
gram if, in addition to satisfying the
criteria in this part (except the cri-
terion in §600.54 that the institution be
public or private nonprofit), the nurs-
ing school satisfies all of the following
criteria:

(1) The nursing school is an associate
degree school of nursing, a collegiate
school of nursing, or a diploma school
of nursing.

(2) The nursing school has an agree-
ment with a hospital located in the
United States or an accredited school
of nursing located in the United States
that requires students of the nursing
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school to complete the student’s clin-
ical training at the hospital or accred-
ited school of nursing.

(3) The nursing school has an agree-
ment with an accredited school of nurs-
ing located in the United States pro-
viding that students graduating from
the nursing school located outside of
the United States also receive a degree
from the accredited school of nursing
located in the United States.

(4) The nursing school certifies only
Federal Stafford Loan program loans
or Federal PLUS program loans, as
those terms are defined in §668.2, for
students attending the nursing school.

(5) The nursing school reimburses the
Secretary for the cost of any loan de-
faults for current and former students
included in the calculation of the insti-
tution’s cohort default rate during the
previous fiscal year.

(6)(i) The nursing school determines
the consent requirements for and re-
quires the necessary consents of all
students accepted for admission who
are U.S. citizens, nationals, or eligible
permanent residents to enable the
school to comply with the collection
and submission requirements of para-
graph (a)(6)(ii) of this section.

(ii) The nursing school annually ei-
ther—

(A) Obtains, at its own expense, all
results achieved by students and grad-
uates who are U.S. citizens, nationals,
or eligible permanent residents on the
National Council Licensure Examina-
tion for Registered Nurses (NCLEX-
RN), together with the dates the stu-
dent has taken the examination, in-
cluding any failed examinations, and
provides such results to the Secretary;
or

(B) Obtains a report or reports from
the National Council of State Boards of
Nursing (NCSB), or an NCSB affiliate
or NCSB contractor, reflecting the per-
centage of the school’s students and
graduates taking the NCLEX-RN in
the preceding year who passed the ex-
amination, or the data from which the
percentage could be derived, and pro-
vides the report to the Secretary.

(7) Not less than 75 percent of the
school’s students and graduates who
are U.S. citizens, nationals, or eligible
permanent residents who took the
NCLEX-RN in the year preceding the
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year for which the institution is certi-
fying a Federal Stafford Loan or a Fed-
eral Plus Loan, passed the examina-
tion.

(8) The school provides, including
under the agreements described in
paragraphs (a)(2) and (a)(3) of this sec-
tion, and in the normal course requires
its students to complete, a program of
clinical and classroom nursing instruc-
tion that is supervised closely by mem-
bers of the school’s faculty that is pro-
vided in facilities adequately equipped
and staffed to afford students com-
prehensive clinical and classroom nurs-
ing instruction, through a training pro-
gram for foreign nursing students that
has been approved by all nurse licens-
ing boards and evaluating bodies whose
views are considered relevant by the
Secretary.

(9) 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.

(10) The school employs only those
faculty members whose academic cre-
dentials are the equivalent of creden-
tials required of faculty members
teaching the same or similar courses at
nursing schools in the United States.

(b) For purposes of paragraph (a)(5) of
this section, the cost of a loan default
is the estimated future cost of collec-
tions on the defaulted loan.

(c) The Department continues to col-
lect on the Direct Loan after a school
reimburses the Secretary for the
amount specified in paragraph (b) of
this section until the loan is paid in
full or otherwise satisfied, or the loan
account is closed out.

(d) No portion of the foreign nursing
program offered to U.S. students may
be located outside of the country in
which the main campus of the foreign
nursing school is located, except for
clinical sites located in the United
States.

[75 FR 67197, Nov. 1, 2010]

§600.58 Duration of eligibility deter-
mination.

(a) The eligibility of a foreign insti-
tution under this subpart expires six
years after the date of the Secretary’s
determination that the institution is
eligible to apply for participation, ex-
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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.

(c) 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, 1099¢c)

[69 FR 22063, Apr. 28, 1994. Redesignated at 64
FR 58616, Oct. 29, 1999, as amended at 69 FR
12275, Mar. 16, 2004. Redesignated at 75 FR
67197, Nov. 1, 2010]
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