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Federal Financial Responsibility Composite Scores &
Heightened Cash Monitoring (HCM) 
Process Document

[bookmark: _GoBack][bookmark: _SG_dfb3035c51224c5bbf25d52798eb4e95][bookmark: _Hlk56419828]SARA states review the U.S. Department of Education’s publication of federal Financial Responsibility Composite Scores during application and renewal; beginning January 1, 2021, SARA states will also review the federal Financial Responsibility Composite Scores as they are published to ensure institutions are in compliance with SARA policy.

SARA Manual 20.3 - 2.5 (c) Functional responsibilities of SARA States
For independent institutions, the state accepts an institutional federal Financial Responsibility Composite Score of 1.5 as indicative of sufficient minimum financial stability to qualify for participation in SARA. For institutions with a Composite Score between 1.0 and 1.5, the state shall consider additional information regarding financial stability provided by the institution. The state may, at its discretion, determine if there is sufficient evidence of financial stability to justify the institution’s participation in SARA. The state shall not permit an institution with a Composite Score below 1.0 to participate in SARA. For institutions owned or controlled by another entity (i.e., a parent entity), the relevant Composite Score will be the Composite Score of the parent entity, in accord with current U.S. Department of Education (ED) practice. An institution’s financial status must be evaluated using the most recent Composite Score provided in writing by the Department of Education, whether published online or provided in written form to the institution by a responsible Department of Education official. 

SARA states are to monitor the ED’s publication of Composite Scores, review the scores assigned to the institutions they have approved to participate in SARA, determine whether those scores meet SARA requirements, and within 90 days of notification take appropriate action regarding the SARA participation of those institutions. 

SARA Manual 20.3 - 3.2 (a) Provisional admission or renewal of an Institution
A state, at its discretion, may approve an Institution applying for initial or renewal participation in SARA to participate on Provisional Status in any of the following circumstances:

· The institution is currently required by the U.S. Department of Education to post a letter of credit or is under a cash management agreement with the U.S. Department of Education (Such institutions must still have a federal Financial Responsibility Composite Score of 1.0 or above)

· The institution has a federal Financial Responsibility Composite Score between 1.0 and 1.5

Federal Financial Responsibility Composite Scores
The federal Financial Responsibility Composite Score is a numeric score calculated by the U.S. Department of Education for non-public institutions of higher education that participate in federal Title IV student assistance programs (https://studentaid.gov/data-center/school/composite-scores).

The U.S. Department of Education’s federal Financial Responsibility Composite Scores is provided online. Once the Financial Responsibility Composite Scores are made publicly available:

· NC-SARA staff will notify, via email, the State Portal Entity Staff indicating that the new federal Financial Responsibility Composite Scores have been released. The email from NC-SARA will serve as the notification outlined in the SARA Manual Section 2.5.
· The 90-day timeline will start on the date the NC-SARA email is sent to the State Portal Entity staff.
· State Portal Entity Staff will review the federal Responsibility Composite Scores for SARA participating institutions located in their state.
· If an institution’s federal Financial Responsibility Composite Score falls below 1.5 but is above 1.0 the state may act.
· If an institution’s federal Financial Responsibility Composite Score falls below 1.0 the state must act to remove the institution from SARA participation.
· If a Title IV SARA participating institution is not included on the U.S. Department of Education’s most recently published Financial Responsibility Composite Score listing on its webpage, the SPE will need to contact the institution to request that the institution contact the U.S. Department of Education to obtain documentation regarding its score and provide the documentation to the SPE. In the meanwhile, the most recent published score will be used.

Heightened Cash Monitoring (HCM)
The U.S. Department of Education may place an institution on HCM to closely monitor its cash management - meaning the institution is subject to greater financial oversight than other institutions participating in federal aid programs. 

[bookmark: _SG_7938478e935740d68932527ff0dcf9b1]Reasons for being on HCM include but are not limited to: late or missing audits; lack of financial responsibility; program review or audit findings; student complaints; repeated failures to meet Common Origination and Disbursement (COD) reporting requirements; an adverse action against the school by its accreditor or state authorizing agency; an enforcement action against the school (especially if it relates to Title IV) by a consumer protection agency; significant non-compliance with Title IV requirements such as not performing verification, not properly returning funds, or awarding aid for ineligible programs or locations; initiation of a termination action; providing incorrect data to ED officials to cover up violations; suspicion of fraud; and other activity that is or appears to be criminal. For more information about HCM, see  https://studentaid.gov/data-center/school/hcm.

A state, at its discretion, may approve an institution applying for initial or renewal participation in SARA to participate on provisional status if the institution is currently required by the U.S. Department of Education to post a letter of credit or is under a cash management agreement with the U.S. Department of Education - such institutions must still have a federal Financial Responsibility Composite Score of 1.0 or above (SARA Manual, Version 20.3, October 30, 2020 – Section 3.2).

The U.S. Department of Education’s HCM list of institutions is provided quarterly online. Once the HCM list is made publicly available:

· NC-SARA staff will review the HCM list and compile a list of SARA participating institutions into regional lists and send to the Regional Compact SARA Directors.

· Regional Compact SARA Directors will review the regional HCM list provided by NC-SARA staff and send each State Portal Entity staff the SARA participating institutions that are included on the HCM list.

· The State Portal Entity staff will review the HCM state list of SARA participating institutions and determine if further action is required.
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