March 21, 2014

Ms. Pamela Moran

U.S. Department of Education
Office of Postsecondary Education
1990 K Street, N.W.

Washington, DC 20006

Dear Ms. Moran:

In preparation for the second session of the Program Integrity and Improvement Negotiated Rulemaking
Committee, we have reviewed the proposed regulatory language for 34CFR Part 668, Subpart K, which the
Department provided to the Committee on March 19, 2014. We are encouraged that Committee consensus in
support of the approach proposed by the Department is possible, as we generally thought the proposed
regulatory language very much reflected the input provided by the Committee. In particular, we found the spirit
of proposed regulatory language consistent with the principles that by our assessment are generally supported by
the members of the Committee.

At this time we have developed a limited number of improvements we would like to propose now for
consideration. The attached document presents an explanation of each of our recommendations, together with a
mark-up of the regulatory language. For reference, we have highlighted the paragraph numbers that contain our
proposed changes. We continue to dialog with members of our community of interest, and may have additional
input to provide in the way of support for the clarity, understanding and resulting effectiveness of the final
regulatory language.

On behalf of our lender, bank and credit union community of interest, we appreciate the opportunity to
participate in this process focused on assuring that students are afforded the best value and consumer protection
that an open and competitive financial services marketplace can provide.

We look forward to continuing to work with you and the committee through the remainder of the negotiations.

Sincerely,

g::é_p_L g‘uﬁllnjta - /(:w: L(” 1,7(.-%-0/(01&*3/%

Paul Kundert Tom Levandowski
President and CEO Senior Company Counsel
University of Wisconsin Credit Union Wells Fargo Bank, N.A.



Explanation of Suggested Revisions to Proposed Regulatory Language
Lenders, Community Banks, and Credit Unions Community of Interest
March 24, 2014

The following numbers correspond to the boxed number within the attached document.

1.

10.

11.

12.

Clarify the terminology to conform to common descriptions of financial industry terms and
definitions.

Clarity that the National Credit Union Administration (NCUA), a Federal agency, insures the
share deposits of credit unions. The NCUSIF is an insurance fund under the administration of the
NCUA. Insert the missing word “the”.

Clarity that the National Credit Union Administration (NCUA), a Federal agency, insures the
share deposits of credit unions.

Include EFT in the definitions, to make clear that although today ACH is a primary method of EFT
the regulation pertains to any other methods of EFT that may utilized or emerge in the future.
Reflect the addition of “EFT” to the definitions section.

Use the generic term “depository account” clarifying that the account need not be held at an
institution organized as a “bank”.

Clarity that the National Credit Union Administration (NCUA), a Federal agency, insures the
share deposits of credit unions.

Make it clear that institutions may contract with 3™ parties for the purposes of (d)(4), but that
the institution remains responsible for the 3" party’s adherence to the regulations, and that if
the 3™ party also offers financial products they are considered “sponsored” as provided for in
the subsequent paragraph.

Clarity that it is both the manner of presentation as well as the description which must be clear
fact-based and neutral.

Make clear that there are two distinct aspects of process to be addressed by the paragraph. The
first related to collecting student and parent payment instructions, and the second is the actual
carrying out of those instructions. Neither of these two distinct aspects of process should be
permitted to impede student choice. Further, make it clear that the institution is not expected
to control the final actual crediting speed to a particular financial account, but that that the
institution should not unnecessarily influence it by practice or process.

Make clear that this part contemplates any process associated with the carrying out of Title IV
Direct Payments, which integrates the opening of a financial account within the process.

Make clear that regulations promulgated by the prudential regulators (FDIC or NCUA) control
the parameters surrounding the pass-through deposit or share insurance to financial accounts.
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I ssue Paper 4
Program Integrity and I mprovement | ssues
I ssue: Cash Management
Statutory Cites: 88484, 487, and 498 of the HEA
Regulatory Cites: 34 CFR Part 668, Subpart K

Summary of Change: Thecurrent regulations in 34 CFR Part 668, Subpagd<ern the ways
that an institution requests, maintains, disburaed,otherwise manages title IV, HEA program
funds. The proposed changes would revise exiséigglations to address the allowable methods
and procedures for institutions to pay students thike [V student aid credit balances; would
prohibit fund sweeps or other practices that expitigelV funds to financial risk; would provide
additional consumer protections governing the dgegepaid cards and similar financial
instruments; would include provisions designedrtwvjgle students free access to their full title
IV credit balances; would require neutrality in keting materials provided to students; would
acknowledge the Secretary’s authority to make toebursements of title 1V aid; and would
clarify permissible disbursement practices and egents between institutions and other entities
that assist the institution in making title IV pagnits to students. The proposed changes also
include a number of technical changes, the mosifgignt of which eliminates language that
governed the disbursement of FFEL program funds.

Changes: See attached regulatory text.
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8§668.161 Scope

(a) General(1) This subpart establishes the rules under whiphrticipating institution requests,
maintains, disburses, and otherwise managesVitlBIEA program funds.

(2) As used in this subpart—

(i) The title IV, HEA programs include the Fedekall Grant, Irag-Afghanistan Service
Grant, TEACH Grant, FSEOG, Federal Perkins LoanSF@hd Direct Loan programs,
and any other program designated by the Secretary;

(i) A day is a calendar day, unless otherwise Higekg
(iif) The term “parent” refers to the parent boreveof a Direct PLUS Loan;

(iv) An “institution” includes a foreign institutioas defined in 34 CFR 600.52, unless
otherwise specified;

(v) The term “student ledger account” refers taakkeeping account maintained and
used by an institution to record the financial §&etions pertaining to a student’s
enrollment at the institution.

(vi) The term “financial account” refers to a statle or parent’s checking or savings
account, or other consumer asset account, inclueiedpit card-aceount-qurepaid debit

card account, held by a financial institution;

(vi) The term “financial institution” means a bardavings association, or credit union
that is insured by the Federal Deposit Insuranap@ation (FDIC) or théNational

Credit Union_AdministratiorShare-thsurance-FurflCUASH); and

(viii) The term “pass-through deposit or share msige” means that FDIC or NCL$AF
deposit insurance coverage applies to the beneésiéstudents and parents) of a
custodial account held at a financial institution.

(ix) The term “EFT” means a transaction initiateddbectronic means to instruct a
financial institution either to credit or debittudent’s or parents’s financial account, or
institution’s depository account.

(b) Federal interest in title IV, HEA program fun@sscept for funds provided by the Secretary
for administrative expenses, and for funds usedhf@Job Location and Development Program
under subpart B of the FWS regulations, funds weckby an institution under the title IV, HEA
programs are held in trust for the intended bereafes or the Secretary. The institution, as a
trustee of those funds, may not—

(1) Use or hypothecate (i.e., use as collateral¥dinds for any other purpose; or

(2) Transfer or maintain the funds in a sweep actar otherwise engage in any practice
that risks the loss of those funds.

(c) Standard of condudhn institution must exercise the level of care diljence required of a
fiduciary with regard to managing title IV, HEA g@am funds under this subpart.
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8§668.162 Requesting funds.

(a) GeneralThe Secretary has sole discretion to determinenégt@od under which the Secretary
provides title IV, HEA program funds to an institnt. In accordance with procedures
established by the Secretary, the Secretary maydadunds to an institution under the advance,
reimbursement, or cash monitoring payment method.

(b) Advance payment method) Under the advance payment method, an institigidomits a
request for funds to the Secretary. The instihisioequest may not exceed the amount of funds
the institution needs immediately for disbursemdémésinstitution has made or will make to
eligible students and parents;

(2) If the Secretary accepts that request, theeSagrinitiates an-electronic-funtianster
{EFT) of that amount to the Federalbatdpositoryaccount designated by the institution;
and

(3) The institution must disburse the funds reqeeksis soon as administratively feasible but
no later than three business days following the tfa institution received those funds.

(c) Reimbursement payment meth@h) Under the reimbursement payment method, an
institution must credit a student’s ledger accoonpay the student or parent directly, for the
amount of title 1V, HEA program funds that the statdor parent is eligible to receive, including
the amount of any credit balance due under 866&)l &&fore the institution seeks
reimbursement from the Secretary for those disloeses;

(2) An institution seeks reimbursement by subnttio the Secretary a request for funds that
does not exceed the amount of the disbursemenisdtiition made to students included in
that request;

(3) As part of its reimbursement request, the atin must—
(i) Identify the students or parents for whom reurgement is sought; and

(i) Submit to the Secretary, or entity approvedihy Secretary, documentation that
shows that each student or parent included indfeeast was—

(A) Eligible to receive and has received the titfe HEA program funds for which
reimbursement is sought; and

(B) Paid directly any credit balance due under S664(f).

(4) The Secretary approves the amount of the utitit's reimbursement request for a
student or parent and initiates an EFT of that athtuthe Federal-bardepositoryaccount
designated by the institution, if the Secretaredaines with regard to that student or parent
that the institution—

(i) Accurately determined the student's or paresligibility for title IV, HEA program
funds;

3.24.2014 Negotiators Kundert and Levandowski



(ii) Accurately determined the amount of title IMEA program funds disbursed,
including the amount paid directly to the studemparent; and

(iif) Submitted the documentation required undarageaph (c)(3).

(d) Heightened cash monitoring (HCM) payment methéittler the heightened cash monitoring
payment method, an institution must credit a sttidéedger account, or pay the student or
parent directly, for the amount of title IV, HEAqgram funds that the student or parent is
eligible to receive, including the amount of angdit balance due under 8668.164(f), before the
institution—

(1) Submits a request for funds under the provisiafthe advance payment method
described in paragraphs (b)(1) and (b)(2), exdsgtitthe institution's request may not exceed
the amount of the disbursements the institutionentadhe students included in that request;
or

(2) Seeks reimbursement for those disbursementsruhd provisions of the reimbursement
payment method described in paragraph (c), exbepthe Secretary may modify the
documentation requirements and review procedures tosapprove the reimbursement
request.

§668.163 M aintaining and accounting for funds.

(a)(1) Federal-banélepository accounin institution must maintain title 1V, HEA progra

funds in a-banklepositoryaccount that is in its name, under its controt] gederally insured.

For an institution located in a State, the-bdagositoryaccount must be insured by the FDIC or
NCUASIHF. For a foreign institution, the-badlepositoryaccount may be insured by the FDIC or
NCUASIHF, or by an equivalent agency of the federal orregigiovernment of the country in
which the institution is located. If there is muevalent agency, the Secretary may approve a
bankdepositoryaccount designated by the foreign institution.

(2) For each-bantiepository account that includes title IV, HEA praxg funds, an
institution must clearly identify that title IV, HiEprogram funds are maintained in that
account by—

() Including in the name of each-bad&positoryaccount the phrase “Federal Funds”; or

(i)(A) Notifying the financial institution that #+banrkdepositoryaccount contains title
IV, HEA program funds that are held in trust anghireing a record of that notice; and

(B) Except for a public institution located in af&t or a foreign institution, filing

with the appropriate State or municipal governneetity a UCC-1 statement
disclosing that the-bardepositoryaccount contains Federal funds and maintaining a
copy of that statement.

(b) Separate-bardepository accounf\n institution must maintain title IV, HEA prografands
in a separate Federal-bamdpositoryaccount that contains no other funds.
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(c) Interest-bearing-bardepository accounExcept for Federal Perkins Loan Program funds, an
institution is not required to maintain title IV BA program funds in an interest-bearirg-bank

depositoryaccount.

(1) Any interest earned on Federal Perkins Loamgfara funds is retained by the institution
as provided under 34 CFR 674.8(a).

(2) If an institution maintains other title IV, HEprogram funds in an interest-bearing
account, the institution may keep the initial $258arns on those funds during an award
year. By June 30 of that award year, the institutraist remit to the Secretary any earnings
over $250.

8668.164 Disbursing funds.

(a) Disbursemen(1) Except as provided under paragraph (a)(2)skbuisement of title IV,
HEA program funds occurs on the date that—

(i) The institution credits the student's ledgesaamt or pays the student or parent
directly with—

(A) Funds received from the Secretary; or
(B) Institutional funds used in advance of recegviitle IV, HEA program funds; or
(ii) As provided under paragraph (d)(3), the Seamepays a student or parent directly.

(2)(i) For a Direct Loan where the student is sabje the delayed disbursement
requirements under 34 CFR 685.303(b)(4), if antutsdn credits a student's ledger account
with institutional funds earlier than 30 days atteg beginning of a payment period, the
Secretary considers that the institution makesdissiursement on the 30th day after the
beginning of the payment period; or

(i) If an institution credits a student's ledgecaunt with institutional funds earlier than
10 days before the first day of classes of a paympemod, the Secretary considers that
the institution makes that disbursement on the @l@thbefore the first day of classes of a
payment period.

(b) Disbursements by payment peri&ccept for paying a student FWS wages at least ance
month, as provided under 34 CFR 675.16(a)(2), onfaking early, late, or retroactive
disbursements, as provided under paragraphs (gpr{tl (i) respectively, an institution must
disburse during each payment period the amourntl®1¥, HEA program funds that an enrolled
student or parent is eligible to receive for thaympent period.

(c) Crediting a student's ledger accoyff}.An institution may credit a student's ledgecaunt
with Direct PLUS Loan funds the parent authorizesuglent to receive, and other title IV, HEA
program funds, to pay for allowable charges assedtiaith the current payment period.
Allowable charges include—

(i) The amount of tuition, fees, and institutioygbirovided room and board assessed the
student for the payment period, or as provided updeagraph (c)(5), the prorated

5
3.24.2014 Negotiators Kundert and Levandowski



amount of those charges if the institution delhitsstudent’s ledger account for more
than the charges associated with the payment penatl

(i) The costs incurred by the student for the pagitrperiod for purchasing books,
supplies, and other educationally related goodssamdces provided by the institution
for which the institution obtains the student'parent’s authorization under 8668.165(b).

(2) An institution may not include the cost of beand supplies as part of tuition and fees
under paragraph (c)(1)(i).

(3) For allowable charges stemming from a previgayment period in the current award
year, an institution may associate those chargtstive current payment period.

(4) For charges stemming from a prior award yeainsatitution may associate those charges
with the current payment period if those chargesnat more than $200 for—

() Tuition, fees, and institutionally-provided nmoand board; and

(i) As provided in paragraph (c)(1)(ii), educatadly related goods and services provided
by the institution for which the institution obtaithe student’s or parent’s authorization.

(5) For purposes of this section, an institutioted®mines the prorated amount of charges
associated with the current payment period by—

(i) For a program with equal payment periods, digdhe total institutional charges for
the program by the number of payment periods irptbgram; or

(ii) For other programs, dividing the number ofditer clock hours the student enrolls
in, or is expected to complete, in the current parynperiod, by the total number of
credit or clock hours in the program and multiptythat result by the total institutional
charges for the program.

(d) Direct paymentq1) Except as provided under paragraph (d)(3)nstitution makes a direct
payment—

(i) To a student, for the amount of the title IMEA program funds that a student is
eligible to receive, including Direct PLUS Loan timthat the student’s parent authorized
the student to receive, by—

(A) Initiating an EFT of that amount to the studsiffinancial account;
(B) Issuing a check for that amount payable tostineent; or
(C) Dispensing cash for which the institution obsaa receipt signed by the student.

(i) To a parent, for the amount of the Direct PLU&n funds that a parent does not
authorize the student to receive, by—

(A) Initiating an EFT of that amount to the parerfihancial account;

(B) Issuing a check for that amount payable topiwesnt; or
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(C) Dispensing cash for which the institution obsaa receipt signed by the parent.

(2) Issuing a checkAn institution issues a check on the date that i

(i) Mails the check to the student or parent; or

(i) Notifies the student or parent that the checlvailable for immediate pick-up at a
specified location at the institution. The ingibn may hold the check for no longer than
21 days after the date it notifies the studentawept. If the student or parent does not
pick up the check, the institution must immediatelgil the check to the student or
parent, pay the student or parent directly by otheans, or return the funds to the
appropriate title IV, HEA program.

(3) Payments by the SecretarJhe Secretary may pay, or require an institutmpay, title
IV, HEA program funds directly to a student or paresing a method established or
authorized by the Secretary.

(4) Conditions for making a direct paymenh making a direct payment, the institution—

(i) May not require any student or parent to opense a financial account at a specific
financial institution; and

(i))(A) Must request each student or parent to mtevhe information needed to make an
EFT to the financial account the student or paopeined without assistance from the
institution and use that financial account if thedent or parent provides that
information; or

(B) If the student or parent does not have, or ijg@information about, a financial
account, the institution may assist the studeipiaoent in opening a financial account
under paragraph (e).

(iii) Should an institution contract with a thirddty servicer to perform all or part of the
the institution’s responsibilities under paragrég) the institution must ensure the third-
party servicer performs those services in compéamith the requirements of paragraph
(d). Any financial account offered by such thirddgaservicer is deemed “sponsored”
only if the financial accounts are opened as desdrin paragraph (e).

(5) Student choicdf an institution establishes a process undeckvhi student or parent is
offered options for receiving a direct payment, itieitution must ensure that—

(i) The options are described-cleaalyd presentedn a clear, fact-based, anteutral
manner, e.g., the student or parent is not stderext compelled to select, a particular
option; and

(i) The process established for a student or gdoceoommunicate payment instructions
as described under paragraph (4)(ii)(A) must binasly and no more onerous than the
process for a student or parent to communicate paymstructions as described under
paragraph (4)(ii))(B)The processing of payment instructidas making direct payments
electronically to a financial account designatedh®ystudent or parent under paragraph
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(4)(ii)(A), or otherwise selected by the studenparent-s-ashall betimely, so that the
only variance in the speed of processing instrast@nd crediting payments to one
financial account versus another is solely attabié to underlying EFT functionality
differences, e.q, crediting speed to financial aot® may differ depending on the
practices of a financial institution holding thadncial account, or if such financial
institution also facilitates the institution’s assdgo EFT.

(e) Sponsored accountf an institution located in any State, as defiire800.2, establishes a
process in connection with the provisons of pangigr@)that a student or parent follows to open
an financial account as an integrated feature df guocesseither through a contract with a
third-party servicer or through any arrangemenhwit entity under which any party to the
arrangement exercises any control over ghefinancial account into which the student’s title
IV, HEA program funds are transferred or depositkd,institution—

(1) Must disclose conspicuously on its website, atferwise make public, that contract or
arrangement in its entirety;

(2) Before the student’s or parent’s financial asdds opened and before the student or
parent may activate a debit card, prepaid cardcoess device associated with the account,
must—

(i) Inform the student or parent of the terms aadditions of the account; and
(ii) Obtain in writing affirmative consent from ttstudent or parent to open the account;

(3) Must review any information that is providedthe student or parent about the account,
and the debit card, prepaid card, or access dag®eciated with the account, to ensure that
the information is presented to the student inlgaative and neutral manner;

(4) May not send a debit card, prepaid card, cesgdevice associated with the account to a
student or parent unless the student or parenifgadly requests it after providing consent
as required in paragraph (e)(2);

(5) May not offer a debit card, prepaid card, aresms device associated with the account that
bears the institution’s logo or mascot, or thaeothise implies an affiliation with the
institution;

(6) May not provide to the servicer or entity anformation about the student or parent until
after the student or parent consents affirmatit@lygpen the account under paragraph (e)(2);

(7) May not make any claims against the funds enabcount without the written permission
of the student or parent, except for correctingiar in transferring the funds in accordance
with banking protocols;

(8) Must ensure that the student does not incurcasyin—

(i) Opening the financial account or initially régeg the debit card, prepaid card, or
access device associated with the account;
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(i) Maintaining the account; or

(iif) Using the debit card, prepaid card, or acagmgice to conduct any transaction at any
automated teller machine (ATM) located in any Ststelefined in 600.2;

(9) Must ensure that the debit card, prepaid cardccess device associated with the account
can be used nationally;

(10) May not market or portray the financial acdpwebit card, prepaid card, or access
device as a credit card or credit instrument, diseguently convert the account, card, or
device to a credit card or credit instrument;

(11) May not assess the student or parent any afefdes if the financial account is
overdrawn;

(12) Regardless of the debit card, prepaid cardcoess device associated with the financial
account, must ensure that—

(i) The provider of the card or device provides shedent or parent with pass-through
deposit or share insurance to the extent permiyetie FDIC or NCUA

(i) The card or device does not have an attacimeddf credit or loan feature under
which repayment from the account is triggered ugnendelivery of a Federal payment,
including a deposit or transfer of title IV, HEAggram funds into the account; and

(iif) The account provides the student or parernhwil the consumer protections that
apply to a payroll card account under the Electrénund Transfers Act, as amended; and

(13) Ensure that the financial account is in thuelsht’s or parent’'s name, or for a financial
account that is a pooled custodial account, thastdunt (or card or device) is in the
student’s or parent’s name. The custodiaHm@dgositoryaccount must be established in the
name of the institution or the institution’s thipdrty servicer, and must be set up to ensure
that any title IV, HEA program funds that become pgwooled funds of the custodial account
are credited immediately to the student’s or pa&entbaccount (or card or device).

(f) Title IV, HEA credit balanceq1) A title IV, HEA credit balance occurs wheeethe

amount of title 1V, HEA program funds credited tstadent’s account for a payment period
exceeds the amount assessed the student for aleaterges associated with that payment
period as provided under paragraph (c).

(2) Except as provided in paragraph (f)(3), anitagbn must pay a title IV, HEA credit
balance directly to the student as soon as possibteno later than—

(i) 14 days after the balance occurred if the ¢rediance occurred after the first day of
class of a payment period; or

(i) 14 days after the first day of class of a payrtnperiod if the credit balance occurred
on or before the first day of class of that paynp=rtod.
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(3) An institution must delay making a direct paymi the institution has information
that—

(i) The student or parent is engaged in an actitigy is known or intended to defraud the
Federal government;

(i) The person attending, or seeming to atterass#s at the institution is not the student
for whom the payment is intended; or

(i) The student is enrolled at the institutiorr the sole purpose of obtaining title IV,
HEA program funds.

(9) Early disbursement€l) Except as provided in paragraph (g)(2) forstfyear, first-time
borrower or a student employed under the FWS progtiae earliest an institution may disburse
title IV, HEA funds to an eligible student is—

(i) If the student is enrolled in a credit-hour gram offered in terms that are
substantially equal in length, 10 days before tfs dlay of classes of a payment period,;

(i) If the student is enrolled in a credit-houogram offered in terms that are not
substantially equal in length, a non-term creditihgrogram, or a clock hour program,
the later of—

(A) Ten days before the first day of classes o&ynpent period; or

(B) The date the student completed the previousneay period for which he or she
received title IV, HEA program funds.

(2) An institution may not—

(i) Make an early disbursement of a Direct Loa® fost-year, first-time borrower who is
subject to the 30-day delayed disbursement reqeinésrin 34 CFR 685.303(b)(4). This
restriction does not apply if the institution iseexpt from the 30-day delayed
disbursement requirements under 34 CFR 685.303(b{&) or (B); or

(i) Compensate a student employed under the F\M§ram until the student earns that
compensation by performing work, as provided irCFR 675.16(a)(5).

(h) Late disbursement€l) Ineligible studentFor purposes of this paragraph, an otherwise
eligible student becomes ineligible to receivesti¥, HEA program funds on the date that—

(i) For a Direct Loan, the student is no longerodied at the institution as at least a half-
time student for the period of enroliment for whitle loan was intended; or

(i) For an award under the Federal Pell Grant, BSEFederal Perkins Loan, Iraqg-
Afghanistan Service Grant, and TEACH Grant prograines student is no longer
enrolled at the institution for the award year.

(2) Conditions for a late disbursemeBkcept as limited under paragraph (h)(4), a student
who becomes ineligible, as described in paragraji), qualifies for a late disbursement
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(and the parent qualifies for a parent Direct PLLd&n disbursement) if, before the date the
student became ineligible—

(i) The Secretary processed a SAR or ISIR with féinial expected family contribution
for the student for the relevant award year; and

(i)(A) For a loan made under the Direct Loan Peogror for an award made under the
TEACH Grant Program, the institution originated tban or award;

(B) For an award under the Federal Perkins LoaAS&OG programs, the institution
made that award to the student.

(3) Making a late disbursememtrovided that the conditions described in paragfap(2)
are satisfied—

(i) If the student withdrew from the institutionrilug a payment period or period of
enroliment, the institution must make any post-ditwal disbursement required under
8668.22(a)(4) in accordance with the provision§@88.22(a)(5);

(i) If the student completed the payment periogh@rod of enrollment, the institution
must provide the student or parent the choicedeive the amount of title IV, HEA
program funds that the student or parent was édigdreceive while the student was
enrolled at the institution. For a late disbursetie this circumstance, the institution
may credit the student's ledger account as providedragraph (c); or

(iii) If the student did not withdraw but ceasedomenrolled as at least a half-time
student, the institution may make the late disbues# of a loan under the Direct Loan
program to pay for educational costs that thetuntsbtn determines the student incurred
for the period in which the student or parent waglde.

(4) Limitations.(i) An institution may not make a late disbursemlater than 180 days after
the date the institution determines that the stud&hdrew, as provided in 8668.22, or for a
student who did not withdraw, 180 days after thie dae student otherwise became
ineligible, pursuant to paragraph (h)(1).

(i) An institution may not make a late second absequent disbursement of a loan under
the Direct Loan program unless the student suagigssbmpleted the period of
enroliment for which the loan was intended.

(i) An institution may not make a late disburserhef a Direct Loan if the student was a
first-year, first-time borrower as described inGBR 685.303(b)(4) unless the student
completed the first 30 days of his or her progrdmstady. This limitation does not apply
if the institution is exempt from the 30-day deldyk#sbursement requirements under 34
CFR 685.303(b)(4)(i)(A), (B), or (C).

(iv) An institution may not make a late disbursemngiany title IV, HEA program
assistance unless it received a valid SAR or @\8liR for the student by the deadline
date established by the Secretary in a notice ghudydi in the Federal Register.
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() Retroactive paymentdf an institution did not make a disbursemenrdmoenrolled student for
a payment period the student completed (for exanbgleause of an administrative delay or
because for some reason the student did not appgaalify to receive the funds), the institution
may pay the student for all prior payment periodthe current award year for which the student
was eligible or subsequently established eligipilitaccordance with program regulations.

() Returning funds(1) Notwithstanding any State law (such as a laat #lows funds to

escheat to the State), an institution must retuthé Secretary any title IV, HEA program funds,
except FWS program funds, that it attempts to dsbdirectly to a student or parent that are not
received by the student or parent. For FWS prodtarts, the institution is required to return
only the Federal portion of the payroll disbursetmen

(2) If an EFT to a student’s or parent’s finan@atount is rejected, or a check to a student or
parent is returned, the institution may make adddl attempts to disburse the funds,
provided that those attempts are made not later4badays after the EFT was rejected or the
check returned. In cases where the institutiors am¢ make another attempt, the funds must
be returned to the Secretary before the end ofithiday period.

(3) If a check sent to a student or parent is ettrned but is not cashed, the institution must
return the funds to the Secretary no later thand@ after the date it issued the check.

(k) Provisions for books and suppli€$) An institution must provide a way for a statleho is
eligible for title IV, HEA program funds to obtaor purchase, by the seventh day of a payment
period, the books and supplies applicable to tlyengat period if, 10 days before the beginning
of the payment period—

() The institution could disburse the title IV, AEBprogram funds for which the student is
eligible; and

(i) Presuming the funds were disbursed, the studenld have a credit balance under
paragraph (f) of this section.

(2) The amount the institution provides to the stitdo obtain or purchase books and
supplies is the lesser of the presumed credit balander this paragraph or the amount
needed by the student, as determined by the institu

(3) The institution must have a policy under whilsh student may opt out of the way the
institution provides for the student to obtain arghase books and supplies under this
paragraph.

(4) If a student uses the way provided by the tutin to obtain or purchase books and
supplies under this paragraph, the student is deresil to have authorized the use of title IV,
HEA funds and the institution does not need to iokdawritten authorization under
paragraph (c) and 8668.165(b) for this purpose.

8668.165 Notices and authorizations.

(a) Notices(1) Before an institution disburses title 1V, Hpfogram funds for any award year,
the institution must notify a student of the amooitunds that the student or his or her parent
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can expect to receive under each title IV, HEA paog and how and when those funds will be
disbursed. If those funds include Direct Loan Paogfunds, the notice must indicate which
funds are from subsidized loans and which are fuosubsidized loans.

(2) Except in the case of a post-withdrawal disbomsnt made in accordance with
8668.22(a)(5), if an institution credits a studeatcount at the institution with Direct Loan,
Federal Perkins Loan, or TEACH Grant Program futtas institution must notify the
student or parent of—

(i) The anticipated date and amount of the disbues#;

(i) The student's right or parent's right to cdratkor a portion of that loan, loan
disbursement TEACH Grant, or TEACH Grant disbursetna@d have the loan proceeds
and TEACH Grant proceeds returned to the Secretargt

(iif) The procedures and time by which the studarparent must notify the institution
that he or she wishes to cancel the loan, loarudisiment, TEACH Grant, or TEACH
Grant disbursement.

(3) The institution must provide the notice desedln paragraph (a)(2) in writing—

(i) No earlier than 30 days before, and no latantBO days after, crediting the student's
ledger account at the institution, if the institutiobtains affirmative confirmation from
the student under paragraph (a)(6)(i); or

(i) No earlier than 30 days before, and no ldtantseven days after, crediting the
student’s ledger account at the institution, if i&itution does not obtain affirmative
confirmation from the student under paragraph {&)(6

(4)(i) A student or parent must inform the insibatif he or she wishes to cancel all or a
portion of a loan, loan disbursement, TEACH GranfTEACH Grant disbursement.

(ii) The institution must return the loan or TEAGHant proceeds, cancel the loan or
TEACH Grant, or do both, in accordance with progragulations provided that the
institution receives a loan or TEACH Grant cand&larequest—

(A) By the later of the first day of a payment jperior 14 days after the date it
notifies the student or parent of his or her rightancel all or a portion of a loan or
TEACH Grant, if the institution obtains affirmativenfirmation from the student
under paragraph (a)(6)(i); or

(B) Within 30 days of the date the institution fies the student or parent of his or
her right to cancel all or a portion of a loarthié institution does not obtain
affirmative confirmation from the student underagaph (a)(6)(i).
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(iii) If a student or parent requests a loan cdatieh after the period set forth in
paragraph (a)(4)(ii)(A) or (B), the institution mesturn the loan or TEACH Grant
proceeds, cancel the loan or TEACH Grant, or db,khataccordance with program
regulations.

(5) An institution must inform the student or paranwriting regarding the outcome of any
cancellation request.

(6) For purposes of this section—

(i) Affirmative confirmation is a process under whian institution obtains written
confirmation of the types and amounts of title HEA program loans that a student
wants for the period of enrollment before the tgibn credits the student's account with
those loan funds. The process under which the TE&T&ht program is administered is
considered to be an affirmative confirmation precesd

(ii) An institution is not required to return anyan or TEACH Grant proceeds that it
disbursed directly to a student or parent.

(b) Student or parent authorizatio¥) If an institution obtains written authorizatirom a
student or parent, as applicable, the institutiay-

(i) Use the student's or parent's title IV, HEAgnam funds to pay for charges described
in 8668.164(c)(4) that are included in that autration; and

(i) Except if prohibited by the Secretary undee tieimbursement or cash monitoring
payment method, hold on behalf of the student cergaany title IV, HEA program,
funds that would otherwise be paid directly to $hedent or parent under 8668.164(f).

(2) In obtaining the student's or parent's autfadion to perform an activity described in
paragraph (b)(1), an institution—

(i) May not require or coerce the student or patemrovide that authorization;

(ii) Must allow the student or parent to cancehwdify that authorization at any time;
and

(iif) Must clearly explain how it will carry out #t activity.

(3) A student or parent may authorize an institutim carry out the activities described in
paragraph (b)(1) for the period during which thedsit is enrolled at the institution.

(4)(i) If a student or parent modifies an authdiaa® the modification takes effect on the
date the institution receives the modification ceti
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(i) If a student or parent cancels an authorizatmuse title IV, HEA program funds to
pay for authorized charges under 8668.164(c)(4)irthtitution may use title IV, HEA
program funds to pay only those authorized chairgesred by the student before the
institution received the notice.

(iii) If a student or parent cancels an author@atio hold title IV, HEA program funds
under paragraph (b)(1)(ii), the institution musy plaose funds directly to the student or
parent as soon as possible but no later than 1glaftsr the institution receives that
notice.

(5) If an institution holds excess student funddarparagraph (b)(1)(ii), the institution must—

(i) Identify the amount of funds the institutionltie for each student or parent in a
subsidiary ledger account designed for that purpose

(i) Maintain, at all times, cash in its-badkpositoryaccount in an amount at least equal
to the amount of funds the institution holds foe #tudent; and

(iif) Notwithstanding any authorization obtained i institution under this paragraph,
pay any remaining balance on loan funds by theoéide loan period and any remaining
other title IV, HEA program funds by the end of thet payment period in the award
year for which they were awarded.
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8668.166 Excess cash.

(a) General The Secretary considers excess cash to be anynawiatitle IV, HEA program
funds, other than Federal Perkins Loan Programdutigit an institution does not disburse to
students by the end of the third business dayvatig the date the institution—

(1) Received those funds from the Secretary; or

(2) Deposited or transferred to its Federal accpueniously disbursed title 1V, HEA
program funds, such as those resulting from awdpustments, recoveries, or cancellations.

(b) Excess cash tolerand&n institution may maintain for up to seven daysaamunt of excess
cash that does not exceed one percent of theaiotalint of funds the institution drew down in
the prior award year. The institution must retunmediately to the Secretary any amount of
excess cash over the one-percent tolerance ananaoynt of excess cash remaining in its
account after the seven-day tolerance period.

(c) Consequences for maintaining excess.ddpbn a finding that an institution maintained
excess cash for any amount or time over that aliowé¢he tolerance provisions in paragraph
(b), the actions the Secretary may take includealainot limited to—

(1) Requiring the institution to reimburse the ®tary for the costs the Federal government
incurred in providing that excess cash to the tustin; and

(2) Providing funds to the institution under themeursement payment method or
heightened cash monitoring payment method desciitb§668.162(c) and (d), respectively.
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