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VERY IMPORTANT
We have been going up and down in the matter of treatment of institutional charges for Kits, Books and Supplies.  After numerous consultations with Department officials it seems that unless the students are given a clear and realistic opportunity to purchase the items at a different place, the schools must prorate them just as we prorate tuition.

If you give the student a clear and realistic opportunity to purchase the equipment at another place you need to be ready to provide Pell funds to the student within seven days of the start of their class.

First: Many times the student is not funded within seven days.

Second:  I have seen many cases where the students see themselves with a few hundred dollars and facing some hard economic issues that buying the equipment may not be a real consideration.

Finally: Schools need to be reminded that the documented cost plus shipping and handling fees are to be used in assessing these charges.  This will create an income loss to the school that may need to be transferred to tuition.

This change will be made on April 01, 2018 in the RGM system, if you do not want those changes to be made for your institution, please send us an email.  
Please see the final response from the Department of Education sent on March 09, 2018:
Following is the most current guidance regarding the payment period application of Title IV funds to student purchase of books, equipment, uniforms, and supplies. This response is the Department’s official position on this topic and any necessary clarifications will be incorporated into the FSA Handbook.
The determining factor in whether the proration requirement applies is whether or not the charge for books, supplies and equipment is an institutional charge.  The Department’s longstanding guidance has been that books and supplies must be considered an institutional charge if a student does not have a real and reasonable opportunity to purchase the required course materials from any place but the school.  A student has a “real and reasonable” opportunity to obtain required course materials from another source if, the required course materials are available for purchase at a relatively convenient location unaffiliated in any way with the institution; and the institution does not restrict the availability of financial aid funds, so the student can exercise the option to purchase the required course materials from alternative sources in a timely manner.  If students do not have a real and reasonable opportunity to obtain the required books and supplies from another source, the institution must ensure that it meets requirements for including the costs for those items in tuition and fees, e.g. ensuring that the books and supplies are made available at or below market rates.  See 34 C.F.R. § 668.164(c)(2).
If a charge is part of an enrollment agreement or any addendum, and/or the institution routinely debits the students’ ledger accounts for the amount of the charge along with tuition and fees, it is an institutional charge.  The Department considers all institutional charges to be part of a student’s tuition and fees for purposes of implementing the regulatory language regarding the crediting of a student’s account.  See 34 C.F.R. § 668.164(c)(1)(i).  The regulations provide a specific formula for prorating charges if an institution assesses charges for more than a payment period at a time.  For programs with substantially equal payment periods, total institutional charges, including any book, supply or equipment charges, must be divided by the number of payment periods. For other programs, the institution must divide the number of credit or clock hours in the payment period by the number of hours in the program and multiply the result by total institutional charges for the program.  34 C.F.R. § 668.164(c)(5).
 
Regardless of whether the institution charges for other types of tuition and fees by payment period, the cost of books or supplies (including kits) must be prorated when determining the amount of Title IV aid to credit for a given payment period if students do not have a real and reasonable opportunity to purchase the books and supplies elsewhere and the books and supplies are intended for use over a period greater than a payment period.  In cases where an institution charges tuition and fees by payment period, but is required to prorate the cost of books and supplies intended for use over more than one payment period, the institution should add the cost of the books and supplies prorated under the regulatory formula to the tuition and fees it charges for the payment period when determining the amount of Title IV aid to credit to the student’s account for that payment period.  Any other outcome would render the regulatory language above meaningless.   
 

 
Note that when a student withdraws, the Department’s guidance limits the amount of Title IV aid that an institution must return to the Department for aid credited for certain types of unreturned equipment, even if charges for such equipment would otherwise be considered an institutional charge under 34 CFR 668.164 (c)(1)(i). When performing a Return of Title IV funds calculation, an institution may exclude from institutional charges the documented cost of unreturnable equipment and the documented cost of returnable equipment if not returned in good condition within 20 days of withdrawal.  2017-2018 FSA Handbook, Volume 5, Chapter 2 at 5-17.
 
The Department has received several inquiries regarding registration and other fees.  If a fee, such as a registration fee is required for all students in a program, then the fee should be considered an institutional charge and would be subject to proration.  
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