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1990 K Street NW., Room 8017
Washington, DC 20006

Craig Bagemihl

U.S. Department of Education
1990 K Street NW., Room 8017
Washington, DC 20006

RE: Issue #4- Cash Management Rules, Department of Education Negotiated Rulemaking on
Program Integrity and Improvement -- Comments and Recommendations of Higher One, Inc. on
Draft Proposed Regulations

Dear Sirs:

Pursuant to the Department’s request to the negotiators in the above-referenced
negotiated rulemaking, this is to respectfully submit the comments and recommendations of
Higher One, Inc. on the draft Proposed Regulations circulated by the Department’s negotiator in
advance of the negotiation sessions of March 26-28, 2014. We have also attached as Exhibit A
proposed revisions to the Department’s draft (the “ED Draft”) that reflect our comments and
recommendations for your review. :

Our comments and recommendations on the ED Draft pertain to proposed §668.164 and
are as follows: :

COMMENTS ON THE GENERAL APPROACH OF THE ED DRAFT.

We have three (3)-concerns with the overall approach of proposed §668.164 in the ED
Draft:

1. ED Should Provide Institutions with an Alternative.

As explained in more detail below, the ED Dratt attempts to tread a fine line between
maximizing consumer-oriented benefits and protections and triggering a sea change in
the marketplace that could instead result not only in those benefits and protections never
becoming available, but in a the loss of benefits and protections available today as well .
We believe that unless the final regulations depart sharply from the ED Draft, ED’s
attempt to strike this balance will fail. To avoid exacerbating the problems the regulations
are attempting to address, we recommend that ED provide an institution with the option
of forswearing all financial interest in the financial accounts its students choose to open,
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and in exchange be permitted to negotiate with account providers to get the best terms
and conditions it can for its students.

Under current regulations, an institution is allowed to enter into an arrangement with a
financial account provider under which the institution recommends, endorses, or
otherwise encourages its students to open an account with that provider, but only if that
account has certain consumer protections, ensures convenient and free ATM access, and
does not carry with it certain types of fees. See 34 CFR 668.164(c)(3). The ED Draft
imposes on accounts subject to such arrangements a variety of new consumer-oriented
features and fee restrictions, and relies on financial account providers to deliver those
benefits to students' by continuing to enter into such arrangements. However, those new
benefits and fee restrictions will drastically limit if not eliminate altogether the ability of
account providers to make a profit on the accounts subject to those arrangements.
Moreover, by prohibiting institutions from recommending a particalar account, the ED
Draft removes entirely any value of such an arrangement to the provider. We believe the
result will be the virtual if not complete extinction of these arrangements. Rather than the
expansion of consumer benefits and fee reductions sought by the ED Draft, students will
see a substantial reduction in consumer benefits and an increase in fees compared to those
generally available today.

To avoid this result, it is critical that the regulations provide for a backup plan.

In the current rulemaking, various negotiators have noted the striking similarities between
our issues and those addressed in the 2009 negotiated rulemaking to implement the
provisions governing private education loans set forth in the Higher Education
Opportunity Act of 2008 (P.L. 110-315 (Aug. 14, 2008)). In both cases, the principal
concerns related to whether (1) institutions might be receiving significant financial benefits
from some financial product providers in exchange for recommending/endorsing the
provider’s products to students, (2 disclosures by some providers of terms and conditions of
their products might not be adequate, (3) marketing of products by some providers might be
too aggressive, and (4) terms and conditions for some of those products might not be in the
 best interests of students.

In essence, the approach we propose is based on the regulations that achieved consensus
in the 2009 rulemaking on private education loans.? See 34 CFR 601.10, 601.21. It would
also reflect the approach a number of States have taken on private student loans and that
has been cited with approval by the State AG negotiators in the current proceeding.

! Although the recipients of Title IV funds can be students or parents, for ease of reference we use the
term “students” in this letter to refer to either or both as the context requires..

? In fact, one of the negotiators in the 2009 rulemaking who apparently joined in that consensus was Rich
Williams, the principal author of the May 2012 U.S. PIRG Report, The Campus Debit Card Trap —Are
Bank Partnerships Fair to Students, that has been a key impetus for the current rulemaking. See 74 FED
REG 37433-34 (July 28, 2009).
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Specifically, we propose that the regulations allow an mstitution that agrees to
forego any fee or other material benefits from financial account providers to
recommend financial accounts of particular providers and to negotiate with such
providers solely to get the best terms for its students on the products it decides to
recommend.> This would allow each institution to determine whether, for example, its
particular student body would benefit more from a full suite of online functionalities and
more on-campus ATMs than from an across-the-board ban on overdraft fees. More
generally, it would preserve and improve the traditional role of institutions as trusted
advisors to students on financial matters.* '

2. Regulating What Institutions Can Say to Their Students.

Our second concern with the overall approach of the ED Draft is its reliance on censoring
the communications between institutions and students. The ED Draft can be read as
imposing three (3) separate prohibitions on what an institution can say to its students.
First, institutions would appear to be barred from recommending any particular
disbursement option to a student, even if one is clearly better (or worse) than the others.
Second, institutions would apparently be barred from explaining to the student that if
he/she supplies information to the institution on an existing bank account, he/she thereby
loses the ability to choose a disbursement option other than EFT to that account, even if
that is not the best option for that student. Third, institutions would appear to be
prohibited from recommending that the student open a sponsored account even if doing
so would be more advantageous to the student than other options.

To our knowledge, there is no precedent in ED regulations for imposing restrictions such
as these on what institutions can say to its students. Moreover, they not only do not
further the goals of the regulations, they actually interfere with them.

3 The attached proposed new subsection (1) is intended to implement our proposal. n drafting that
provision, we have attempted to use wherever possible the language found in ED’s private loan

- regulations. See 34 CFR 601.10, 601.21.

% It has been suggested that a school might steer students to an account provider that is more convenient
for the school even if there is no financial benefit being provided to the school. However, it is important
to distinguish between what an account provider does — provide accounts 10 students—and what a
disbursement servicer does — provide administrative services to schools. While disbursement servicers
can vary widely in terms of the convenience they offer for schools, account providers do not. The role of
the account provider is simply to receive funds on behalf of the student, place them in the student’s
account, and provide banking services to the student with respect to those funds thereafter. For account
providers, the beneficiary of high-quality customer service and convenience is the student, not the school.
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3. Making Things Worse for the Unbanked.

Our third general concern with the ED Draft is that by making arrangements between
institutions and financial account providers unworkable, it will make things worse for the
16% * of college students who are unbanked. It will increase use of the inefficient and
insecure check option, and exacerbate the current problems created by students’
excessive use of high-fee nonbank check-cashing companies.

COMMENTS ON SPECIFIC PROVISIONS.

Subsection (d)(3). We believe the Department should commit in the regulations that any
product that it would use to make direct payments of Title IV funds to students under this
subsection will comply with the requirements for sponsored accounts set forth in section (e),
including a commitment that it will not seek to impose a fee on students or institutions to pay for
the costs of offering this product.

Subsection (d){4)(ii). As noted above, the institution apparently will be prohibited from
explaining to the student that if he/she supplies information to the school on an existing bank
account, he/she thereby loses the ability to choose a disbursement option other than EFT to that
account, even if that is not the best option for that student. We believe this will result in schools
misleading unsuspecting students into unwittingly "choosing" to have their credit balances
deposited into existing accounts rather than a new sponsored account they might actually prefer
and which would very likely have lower fees. The goals of these regulations — reducing student
cost and increasing student choice and transparency — would be undermined, not advanced.
Further, we believe institutions will be unwilling to comply with this requirement, particularly
since it would expose them to potential liability under the FTC Act and various State UDAP
statutes. For all of these reasons, we believe this provision would be unlikely to survive a court
challcnge.

Subsection (d}(5)(i). As noted above, the "neutral manner” requirement and prohibition on
"steering” in this provision would seem to prohibit an institution from recommending a financial
product to a student. Since this removes the entire benefit of a sponsored account arrangement
for the account provider, we believe this provision would result in the virtual if not complete
extinction of these arrangements and the consumer-oriented benefits and fee reductions the ED
Draft proposes to attach to them.

Subsection (d)(3)(i). We believe the ED Draft language should be revised to clarify that it
would not violate the “neutral manner” and “steering” provisions of this subsection if the
institution (or its third party disbursement serviceés provider) lists as an option or otherwise
mentions the financjal product offered by a particular provider without giving equal treatment to

® Findings from a 2014 survey of 739 students conducted by GFK Public Affairs & Corporate
Communications, commissioned by Higher One, previously provided to the Department and the -
Committee. The study was conducted using GfK’s KnowledgePanel®, a nationally representative,
probability selected Internet panel used by several U.S. Government agencies and The Associated Press.
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the products offered by all other competing providers. This seemns to be the assumption
underlying the rest of this subsection but is unclear from the language in (i).

Subsection (€)(3). As noted above, by apparently prohibiting an institution from recommending
the sponsored account to the student, there would be no incentive for a financial account provider
to ever enter into a sponsored account arrangement with an institation, thus frustrating the intent
of the regulations to expand the consumer-oriented benefits available on accounts used by
students to receive their credit balances. '

Subsection (e}(4). Prohibiting the institution from sending an unactivated debit or similar card
t0 a student interferes with the student’s access to Title IV funds without significantly advancing
any of the purposes of the regulations. As long as the student must open the account and consent
before the card can be activated, student choice is protected.

Subsection (€)(6). It would extremely difficult and expensive for a third-party disbursement
servicer to do its job without student information from the institution being provided before the
refund disbursement method is sclected.® We recommend revising this provision to allow such
information to be provided to such a servicer that is also a sponsored account provider only as
reasonably required to enable the servicer to perform its duties, and to make clear that the
servicer shall not be permitted to use such information to send to the student or parent any
information about the sponsored account that is not presented to the student or parent in an
objective and neutral manner.

Subsection (e)(8)(ii). The proposed prohibition on account maintenance fees would prohibit
financial account providers from structuring sponsored accounts in a way that certain bank
regulators and consumer advocates have argued is safer and more consumer-friendly than other
models. For example, the FDIC Model Safe Account’, which features a flat monthly fee, was
developed to help financial institutions establish, “safe, low-cost transactional and savings
accounts that are responsive to the needs of underserved consumers.” Flat monthly fee accounts
offer a predictable cost structure that can help consumers avoid excessive fees caused by certain
adverse behavioral patterns. _

Subsection (€)(8)(iii). The proposed elimination of all charges for the use of all ATMs is not
practicable in our view. We propose instead (via a new subsection (€)(14)) that free ATM use be
available at on-campus ATMs, which shall continue to be required to be provided, and at all
ATMs in at least one national ATM network.

Subsection (e)(11). Checking accounts with no overdraft fees and with no overdraft protection
or monthly fees are exceedingly rare in the banking industry. Therefore, banning overdraft fees
make comparing sponsored accounts with other bank accounts much more difficult, thus
interfering with the goals of choice and transparency.

6 Such servicers have proven to be of great value to schools and students across the country. Attached for
your reference as Exhibit B are comments from just a few of our many satisfied client institutions that
demonstrate how valuable our services have been to them, and of their concern with the possible effects
of the ED Draft on their ability to continue to serve their students effectively and efticiently. ‘

7 www.FDIC.gov/consumers/template
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Thank you very much for the opportunity to submit the above comments and
recommendations on the ED Draft. Please do not hesitate to contact me if you have any
questions or if I can provide further clarification on any of the above.

Sincerely,

Fd z .
Casey McGuane
CC: Pamela Moran, U.S. Department of Education

|
1

! Attachments: Exhibit A- Higher One Redline of Draft Proposed Regulations

| Exhibit B~ Sample of Institutional Feedback Letiers on Issue #4
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Exhibit A- Proposed Regulatory Lansuage of Higher One

i §668.164 Disbursing funds.

(2) Disbursernent. (1) Excepl as provided under paragraph (a}(2), a disbursement of title IV,
HEA program funds occurs on the date that—

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

{A) Funds received from the Secretary; or

(B) Institutional funds used in advance of receiving title IV, HEA program funds; or

(i} As provided under paragraph (d)(3), the Secretary pays a student or parent directly.

(2)(1) For a Direct Loan where the student is subject to the delayed disbursement
requirements under 34 CFR 685.303(b){4), il an institution credits a student's ledger account
with institutional fitnds earlier than 30 days after the beginning of a payment period, the
Secretary considers that the institution makes that disbursement on the 30th day afier the
beginning of the payment period; or

(ii) If an institution credits a student’s ledger account with institutional funds earlier than

10 days before the first day of classes of a payment period, the Secretary considers that

the institution makes that disbursement on the 10th day before the first day of classes of a
" payment period. '

(b) Disbursements by payment period. Except for paying a student FWS wages at least once a
month, as provided under 34 CFR 675.16(a)(2), or for making early, late, or retroactive
disbursements, as provided under paragraphs (g), (), and (i) respectively, an institution must
disburse during each payment period the amount of title IV, HEA program funds that an enrolled
student or parent is eligible to receive for that payment period.

(c) Crediting a student's fedger account. {1) An institution may credit a student's ledger account
with Direct PLUS Loan funds the parent authorizes a student to receive, and other title IV, HEA
program funds, to pay for allowable charges associated with the current payment period.
Allowable charges include—

(i) The amount of tuition, fees, and institutionally provided room and board assessed the
student for the payment period, or as provided under paragraph (c)(5), the prorated
amount of those charges if the institution debits the student’s ledger account for more
than the charges associated with the payment period; and

(i) The costs incurred by the student for the payment period for purchasing books,
supplies, and other educationally related goods and services provided by the institution
for which the institution obtains the student's or patent’s authorization under §668.165(b).




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

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

{4) For charges stemming from a prior award year, an institution may associate those charges
with the current payment period if those charges are not more than $200 for—

(i) Tuition, fees, and institutionally-provided room and board; and

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

(5) For purposes of this section, an institution determines the prorated‘ amount of charges
associated with the current payment period by—

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

{ii) For other programs, dividing the number of credit or clock hours the student enrolls
in, or is expected to complete, in the current payment period, by the total number of
credit or clock hours in the program and multiplying that result by the total institutional
charges for the program.

{d) Direct payments. (1) Except as provided under paragraph (d){3), an institution makes a direct
payment—

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

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

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

{A) Initiating an EFT of that amount to the parent’s financial account;

(B) Issuing a check for that amount payable to the parent; or

© Dispehsing cash for which the institution obtains a receipt signed by the parent.
(2) Issuing a check. An institution issues a check on the date that it —~

|
!‘
] (i) Mails the check to the student or parent; or
1




(i) Notifies the student or parent that the check is available for immediate pick-up at a : ' P
specified location at the instituiion. The institution may held the check for no longer than Lo T
! 21 days after the date it notifies the student or parent. I the student or parent dees not
-! pick up the check, the institution must immediately mail the check to the student or

: parent, pay the student or parent directly by other means, or return the funds to the
appropriate title IV, HEA program.

; (3) Payments by the Secretary. The Secretary may pay, or require an institution to pay, title

| IV, HEA program funds directly to a student or parent using a method established or
authorized by the Secretary. _Anv means of direct pavinent by the Secretary will be subject

3 terms, conditions, and safeguards ng less favorable o the student or parent than those set

I forth in subsection (g). and shall not involve any fee or other charge to the institution.

\

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

(i) May not tequire any student or parent to open or use a financial account at a specific
financial institution; and

: {ii)(A) Must request each student or parent to provide the mformatlon needed to make an
: EFT to the ﬁnanmal account of the student or parent F

: aneial 13 not a sponsored account as Vdescrlbed .m bubsectlon_. (e).
if %hev—smd&a’cm—pmnmew ides-thatinformation-ormnY:

(B) $Must inform the student or parent dees-pothaeveroeprovide-informutionabout-a
that such financial accounts-he-institution-may-assist shall be used for making the divect

payment to the student or parent is-opesinsa-unless the student or parent affirmatively
selects a different option that the institution offers under paragraph, if anvy: and

; () Must use that financial account srder paragraph-feXif the bt})dcnt or garunt DIOY. ides
- that mformdtmn and does not affirmatively indicate a different praference

(5) Student choice. (i} If an institution establishesoffers a process-upder-which-a-student or
parent-is-offered options for receiving a direct payment, the institution must ensure that—

G)-Fhe(A) Subjeot 10 subsection (), the options are described clearly and presented ina.
neutral manner, e.g., the student or parent is not steered to, or compelled to select, a
particular option; and :

(#B) The process for making direct payments electronically to a financial account

desienated by the-student-or-parentunder paragraph (4)(ii)(A), or to a financial account
otherwise selected by the student or parent; that is not a sponsored account as described
i) subsection (g}, is as timely and no more onerous _tor__thc_studcntrolw narent than making

direct payments to a sponsorcd account under paragraph (e¥); and

(ii)_Under the process stablished by the institwtion under paragraph (i). an institution
may present ag an option direct payment 1o a financial account of one or more (but fewer
than ali) specific financial account providers without violating parag) A,




State, as defined in 600 2, establlshes a process that a student or parent follows to open a

financial account_into which the student’s title IV, HEA program funds are transferred or

deposited, or otherwise assists a student or parent in opening such an account, either through a

contract with a third-party servicer or through any arrangement with an entity anderwhieh-any

?&}-&H-&)-the—ﬂﬁdﬁg%ﬂi&ﬂﬁhdi exercises any control over %hbsuch financial account-inte-which-the
5 : ; : sited, the institution, with respect

(1) Must disclose conspicuously on its website, and otherwise make public, a summary of
that contract or airangement-in-its-entirsty;

(2) Before the-student’s-or parent’s financial account is opened and before the student or

| " parent may activate a debit card, prepaid card, or access device associated with the account,
TS L

(i) Inform the student or parent of the terms and conditions of the account; and

(ii) Obtain in writing affirmative consent from the student or paresit to open the account;

(3) Must review any information that-is-provided-to-the-student-erparentabout the account,

and the debit card, prepaid card, or access device associated with the account, that is
provided to the student or parent before the account is Hp to ensure that the information

ZRiehs

is presented to the student or parent in an objective and neutral manner;

(4) May not seadactivate a debit card, prepaid card, or gther access device associated with
the account fefgr a student or parent unless the student or parent specifically requests #such
activation after providing consent as required in paragraph (e){(2);

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

! {6 May(6) Except as reasonably required to enable the servicer to perform its dutics. may
not provide to the servicer or entity any information about the student or parent until after the
student or parent consents affirmatively to open the account under paragraph (e)(23:).
provided, however, that the servicer shall not be permitted to use such information to send to
the student or parent any information about the Q nsored account that is not presented to the
student or parent in an objective and neutral %a E,

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

(8) Must ensure that the student or parent does not incur any cost-#—

(i) Bpeningln opening the-Hnaneial account or initially receiving the debit card, prepaid
i card, or access device associated with the account;_or

(ii) Maintainingthe-Due to accounty inactivity or dormancy.




{9) Must ensure that the debit card, prepaid card, or access device associated with the account
can be used nationally;

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

{(11) May not assess the student or parent any overdraft fees if the financialaccount is
overdrawn: through use of a debit card, prepaid card. or other access device:

(12) Regardless of the debit card, prepaid card, or access device associated with the-finaneial
account, must ensure that—

(i) The provider of the card or device provides the student or parent with pass-through
deposit or share insurance;

(if) The card or device does not have an attached line of credit or loan feature under
which repayment from the account is triggered upon the delivery of a Federal payment,
including a deposit or transfer of title IV, HEA program funds into the account; and

(iii) The account provides the student or p'arent with all the consumer protections that
| apply to & payroll card account under the Electronic Fund Transfers Act, as amended; and

(13) Ensure that the finaneiel-account is in the student’s or parent’s name, or for a-finaneialan
account that is a pooled custodial accouiit, the subaccount (or card or device) is in the
student’s or parent’s name. The custodial bank account must be established in the name of
the institution or the institution’s third party servicer, and must be set up to ensure that any

| title IV, HEA program funds that become the pooled funds of the custodial account are

1 credited immediately to the student’s or parent’s subaccount (or card or devicek); and

(14) Must ensure that —

(i) The account belongs Lo af Jeast one (1) national an automated teller machine {(ATM)
nctwork. so that the student or pareni does not incur any ¢ost in using the debit card. prepaid
. card. or access device associated with the account to genduct any transaction at an ATM in
such national network: and; '

{if) that the student has convenient access 1o a branch office of the bank or an ATM of
the bank in which the sccount was opened {or an ATM of another bank), so that the
student does not incur any cost in making cash withdrawals from that office or these
ATMs. This branch office or these ATMs must be located on the institution's main
carmpus and any other focation of the campus at which a student is able to obtain all
credits needed to eraduate. or immediately adiacent to and accessible from such campus
or location, as applicable. ‘




(f) Title IV, HEA credit balances. (1} A title IV, HEA credit balance occurs whenever the
amount of title IV, HEA program funds credited to a student’s account for a payment period
exceeds the amount assessed the student for allowable charges associated with that payment
period as provided under paragraph (c).

(2) Except as provided in paragraph (f)(3), an institution must pay a title [V, HEA credit
balance directly to the student as soon as possible, but no later than—

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

(if) 14 days after the first day of class of a payment pericd if the credit balance occurred
on or before the first day of class of that payment period.

(3) An institution must delay making a direct payment if the institution has information
that—

(i) The student or parent is engaged in an activity that is known or intended to defraud the
Federal government,

(ii} The person attending, or seeming to attend, classes at the institution is not the student
for whoin the payment is intended; or

{iii) The student is enroltled at the institution for the sole purpose of obtaining titte IV,
HEA program funds. '

{g) Early disbursements. (1) Except as provided in paragraph (g)(2) for a first-year, first-time
borrewer or a student employed under the FWS program, the earliest an institution may disburse
title IV, HEA funds to an eligible student is—

(i) If the student is enrolled in a credit-hour program offered in terims that are
substantially equal in length, 10 days before the first day of classes of a payment period;

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

(A) Ten days before the first day of classes of a payment period; or

(B) The date the student completed the previoﬁs payment 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 Loan to a first-year, first-time borrower who is
subject to the 30-day delayed disbursement requirements in 34 CFR 685.303(b)}(4). This
restriction does not apply if the institution is exempt from the 30-day delayed
disbursement requirements under 34 CFR 685.303(b)(4X1)(A) or (B); or




(ii) Compensate a student employed under the FWS program until the student earns that
compensation by performing work, as provided in 34 CFR 675.16(a}(5).

{h) Late disbursements. (1) Ineligible student For purposes of this paragraph, an otherwise
eligible student becomes ineligible to receive title IV, HEA program funds on the date that—

(i} For a Direct Loan, the student is no longer enrolled at the institution as af least 4 half-
time student for the period of enroflment for which the Joan was intended; or

(ii) For an award under the Federal Pell Grant, FSEOG, Federal Perkins Loan, Irag-
Afghanistan Service Grant, and TEACH Grant programs, the student is no longer
enrolled at the institation for the award year.

(2) Conditions for a late disbursement Except as limited under paragraph (h)(4), a student
who becomes ineligible, as described in paragraph (h)(1), qualifies for a late disbursement
(and the parent qualifies for a parent Direct PLUS Loan disbursement) if, before the date the
student became ineligible—

(i} The Secretary processed a SAR or ISIR with an official expected family contribution
for the student for the relevant award year; and ‘

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

(B) For an award under the Federal Perkins Loan or FSEOG programs, the institution
made that award to the student. :

(3) Making a late disbursement. Provided that the conditions deseribed in paragraph (R)(2)
are satisfied—

(i) If the student withdrew from the institution during a payment period or period of
enrollment, the institution must make any post-withdrawal disbursement required under
§668.22(a)(4) in accordance with the provisions of §668.22(a)}(5);

(ii) If the student completed the payment period or period of enroltment, the institution
must provide the student or parent the choice to receive the amount of title IV, HEA
program funds that the student or parent was eligible to receive while the student was
enrolled at the institution. For a late disbursement in this circumstance, the institution
may credit the student’s ledger account as provided in paragraph {c); ot

(iii) If the student did not withdraw but ceased to be enrolled as at least a half-time
student, the institution may make the late disbursement of a loan under the Direct Loan
program io pay for educational costs that the institution determines the student incurred
for the period in which the student or parent was eligible.

(4) Lisnitations. (i) An institution may not make a late disbursement later than 180 days after
ihe date the institution determines that the student withdrew, as provided in §668.22, or fora
student who did not withdraw, 180 days after the date the student otherwise became
ineligible, pursuant to paragraph (h)(1).




{ii) An institution may not make a late second or subsequent disbursement of a loan under
the Direct Loan program unless the student successfully completed the period of
enrollment for which the loan was intended.

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

(iv) An institution may not make a late disbursement of any title IV, HEA program
assistance unless it received a valid SAR or a valid ISIR for the student by the deadline
date established by the Secretary in a notice published in the Federal Register.

| .

\ (i) Retroactive payments. If an institution did not make a disbursement to an enrolled student for
| a payment period the student completed (for example, because of an administrative delay or

| because for some reason the student did rot appear to qualify to receive the funds), the institution
|
|
|

may pay the student for all prior payment periods in the current award year for which the student
was eligible or subsequently established eligibility in accordance with program regulations.

(i) Returning funds. (1) Notwithstanding any State law (such as a faw that allows funds to
escheat to the State), an institution must return to the Secretary any title IV, HEA program funds,
except FWS program funds, that it attempts to disburse directly to a student or parent that are not
received by the student or parent. For FWS program funds, the institution is required to retumn
only the Federal portion of the payroll disbursement.

(2) If an EFT to a student’s or parent’s financial account is rejected, or a check to a student or
parent is returned, the institution may make additional attempts to disburse the funds,
provided that those attempts are made not later than 45 days after the EFT was rejected or the
check returned. In cases where the institution does not make another attempt, the funds must
be returned to the Secretary before the end of this 45 day period.

(3) If a check sent to a student or parent is not returned but is not cashed, the institution must
return the funds to the Secretary no later than 240 days after the date it issued the check.

(k) Provisicns for books and supplies. (1} An institution must provide a way for a student who is
eligible for title IV, HEA program funds to obtain or purchase, by the seventh day of a payment
period, the books and supplies applicable fo the payment period if, 10 days before the beginning
of the payment period— :

- (i) The institution could disburse tﬁe title IV, HEA program funds for which the student is
eligible; and

(i1} Presuming the funds were disbursed, the student would have a credit balance under
paragraph (f) of this section.

{2) The amount the institution provides to the student to obtain or purchase books and
supplies is the lesser of the presumed credit balance under this paragraph or the amount
needed by the student, as determined by the institution.




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

(4) If a student uses the way provided by the institution to obtain or purchase books and
supplies under this paragraph, the student is considered to have authorized the use of title IV,
HEA funds and the institution does not need to obtain a written authorization under
paragraph {c) and §668.165(b) for this purpose.

(1) Authority of Institutions to Recommend Specific Financial igeounits, Notwithstanding any
provision to the contrary in this section. an institution may. without meeting the requirements
apnlicable to sponsored accounts in subsection (¢)(other than paragraphs (7}, (10). ( 12yand (13)
thereof), recommend to or otherwise encoursge a student or parent 1o open or us¢ a sponsared
account as described in subsection (e). and/or assist the student or parent in openin i
such an account. if the following requirements are met;

{i}_The institution does not have an arrangement with (he provider of such account under
which the institution is entitled 1o receive a fee or other material benefits from such provider,
including without limitation discounted or free services, in exchange for such
recommendation;

{ii}_The institution exergises a duty of care and a duty of lovalty to its_studenis and
parents in selecting accounis to recommend without prejudice to and for the sale benefit of
such students and pareats: and :

{iiiy The institution clearly and fully discioses to the student or parent at the time it first
makes such a recommendation to the student or parent with respecttoa particular account —

{A)The fees, terms and conditions of such account:

(B} The method and criteria used by the institution in sglecting accounts to
recommend to students and parents to ensure that accoynts are selected for
recomumendation on the bagis of the best interests of the account holders.
including highly competitive fees. terms. conditions. and consumer
proteciions. product features. convenience, high-quality custorper service. and
additional benefits bevond the standard terms and conditions or provisions for
similar accounts; _ '

(C) Why the institution recommends such account. particularly with respget to
terms and conditions or.other provisions favorable to the account holder: and

{D)That the student or parent is not reguired to open gr direct the institution to
make a direet pavipent into such account.
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Pennsvivania College of Technolegy’s response to proposed changes in Title IV refund policy.

668.163(b) Separate Bank Account. An institution must maintain title 1V, HEA program funds in a separate Federal
bank account that contains no other funds.

1. The Federal Government’s G5 Administration site does not meet this requirement. There are funds in G5 that are not
Titte 1V, HEA. You cannot direct specific program’s funds to a specific bank account. Colleges will need to manually
manage their federal funds within the banking system after they are received.,

2. How are Title IV, HEA funds identified that need to be kept in a separate bank account? At what point are Title [V, HEA
funds to be moved from the federal bank account to a general operating account? We draw down funds in the
reimbursement method after they have been posted to students’ accounts. But students have to earn them by
completing 60% of the semester or the refund process dictates they must be returned as a Title |V refund. From a
Financial Aid perspective, these funds are tracked as Title 1V funds until the loans are paid back by the borrower because
of default rates. Again, when are they no longer Title IV, HEA funds as related to the bank acecount so they can be used
by the College? Until these questions can be answered or regulated, these funds cannot be separated in a physical bank
account, '

668.164(d){3) Payments by the Secretary. The Secretary may pay, or require an institution to pay, title IV, HEA
program funds directly to a student or parent using a method established or authorized by the Secretary. Related
668.164 (a}{ii) A= provided under paragraph {d){3), the Secretary pays a student or parent directly. - .=

1. Giving unilateral control to the Secretary without a proper review process has the potential to be damaging and costly
to colleges and universities and limit options for students. Without proper review, processes could be established that
could result in substantial changes to processes requiring reprogramming and added costs to colleges and universities.

668.164({e)(2)(ii) Obtain in writing affirmative consent from the student or parent to open the account. Also,
668.164{e}(4) May not send a debit card, prepaid card, or access device associated with the account to a student or
parent unless the student or parent specifically requests it after providing consent as 'required in paragraph {e)(2);
668.164{e)(6) May not provide to the servicer or entity any information about the student or parent until after the
student or parent consents affirmatively to open the account under paragraph (e){2);

1. These options will completely cripple the ability of institutions to be issue refunds in the time frame required by Title
IV. Refunds will have to be issued via check, unless institutions already have an ACH process in place internally.
Delivering refunds through a third party in the current manner has been efficient and cost effective for the college and
students. We have cut costs and staff because of the third party process which is directly related to the costs students
must pay for their education,

2. Requiring a signed pre-approval from students effectively gives the college’s operating decision of how to issue
refunds in an efficient and cost effective means to the student. Students should not be able to make administrative
decisians for the colleges. Students are currently pre-notified of the existing refund process, receive information about
their options, and they choose to have refunds issued in the manner they would like. The students still have the choice
of refund delivery. This p'rocess and the ability to forward information to the third party and to the student prior to the
students’ arrival on campus is key to this system working.




Pennsylvania College of Technology's response Lo proposed changes in Title IV refund policy.

3. This hew regulation requiring signatures to be obtained prior to any information being put forth will not permit
refunds to be issued in a timely manner under Title IV reguations. Therefore, colleges wili be forced to go back to issuing
checks. Even with ACH, students will be required to provide sensitive bank account information. Colleges will be forced
to program, collect, store, and safeguard this data. if students do not provide their bank information, checks will need to
be issued. New students continually are brought in every semester making it more difficult to collect information. In the
new regulations, without student signatures and requests for an electronic refund or account, checks will need to be
issued. These requirements are forcing-colleges back into an environment that will require issuing paper checks to meet
the Title IV guidelines.

4. Issuing checks is inefficient, costly, and unsafe for students. Many of our students previously received refund checks

for large amounts of money, some for $10,000+. Without a iocal bank account, they would be required to cash them at

the college’s bank to avoid fee and then to carry large amounts of cash with them until they paid their off campus rent
or other expenses, Our college went to a third party for electronic refunds because it was a safe and efficient process. it
provided a free bank account for students while attending college who did not have one. The third party process
eliminated the check process and allowed refunds to go direct to a bank account of the students’ choice. The students
receive their refunds immediately and the system is constantly monitored for Title IV compliance. With our current
process students have choices. If they choose to open a bank account, this creates another opportunity for learning, as
they learn to manage their money and a bank account, many students for the first time. Our students have been pleased
with the flexibility this process offers. These new regulations will take us back to issuing checks and put our studentsina
time consuming, unsafe process to receive their refunds without any choices.

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

1. Removing any connection to the institution in regards to branding will result in a card branded to the issuing bank

~which then in turn links the bank to the institution and its students, These cards are issued only to our students for the

purpose of refunding money. Our students should be able to identify with the college they are attending.

2. This removes the ability of Colleges using these cards as a “one card”. These cards are sormetimes used for ID and
other purposes. With no name or branding connection to the college, this will not be possible.

668.164{e){8) Must ensure that the student does not incur any cost in—

(i) Using the debit card, prepaid card, or access device to conduct any transaction at any automated teller machine
(ATM) located in any State as defined in 600.2

1. No company in the world can guarantee an ATM is not going to charge a fee. This should be reworded so that the
company {bank) issuing the card will not charge a fee to the account holder for use at an ATM outside their network.



ADAMS STATE UNIVERSTTY

Great Stories Begin Here

March 25, 2014

Pamela Moran

US Department of Education
Office of Postsecondary Education
Washington, DC

RE: Department of Education’s Proposed Guidelines for Title IV Refunds

Dear Ms. Moran:

At Adams State University, time and experience have proven how important it is to give students
electronic refund options that work. Electronic refunds put money in the student’s hands faster to allow

for more timely purchase of books, supplies, and other student needs. They are safer; in most cases,

students don’t keep Iarge amounts of cash which are sﬁbject to loss and theft. They are more
convenient as the student does not need to mait or hold the check before depositing with the bank of
their choice. Electronic refunds are less expenswe for colleges and universities. The savings in time and
money allow institutions to put those resources to work in other ways.

As a small institution, we have limited rescurces. Some of the items on our “wish list” are often placed
on hold because we don’t have funds to purchase software or service packages. While we hd\-’{:‘ talented
IT personnel, there are just not enough to accomplish the umver51ty s numerous “to do” Ilsts

Our solution to improve delivery of student credit balances was to use_ lhe thlrd party servicer, H:gher
One. Higher One has evolyed and many of the practices and costs associated with the early .
implementation no longer exist. While Higher One may not have achieved pertection, the old 5tand in
line to wait for your paper check and then rush to deposit before the check(s) you just wrote hit youy
bank acraunt is no one’s dream of perfection '

These are some featurés we like about Highér One:

s+ Students do have chonces They can opt te haVP credat ba!ance funds go to thelr personai bank
account via HCh they can opt to use the H1gher One débit card and/oropen a H1gher Qne bank
account if they choose. ‘ :

* _The option to use a debit card is popularwith eur students. They have an.opportunity to
‘purchase or rent books and supplfes using anline options. [ some circumstances, we have
offered a'cash refund to a student and the reply.is most often, “If the money will be on my card

tomorrow, | can wait.” S ‘ L : S

OFFICE OF BUSINESS & FINANCIAL AFFAIRS
208 Edoemont Blvd. » Alamosa, CO §1101 » Fax: (719) 587- 8214 + Phone: (719) 587 7728 '
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+ Higher One's student website is top-notch. Students are able to access account information 24-7
and answers to student questions are readily available. The site provides tons of important, easy
to understand information relative to financial literacy.

« Higher One communicates with students via email and texts to let them know when refunds are
available or other information, as needed. '

+ Higher One is dependable; their services are available. We transmit our refund files, wire funds
and students receive their refunds promptly and conveniently.

 Higher One's website for administrative users is easy to use and provides answers to our
questions quickly.

» Higher One is innovative. One example is Higher One’s recently released process through
Netverify. Students provide Identification information via smartphone/webcam without saving a
copy of the image on the device. )

The following illustrate successful experiences at Adams State as a result of our retationship with a third
party servicer:

o A few years after implementing refunds of credit balances, students came to us requesting
payment of work-study payroll through the same process. A student survey was conducted and
the majority of respondents favored payroll payment through Higher One. The payroll process
was implemented in July 2012. Students don’t stand in line to pick up checks. If the payroll
payment date happens during spring break, students have access to their money wherever they
rhay he. '

* Adams State offers short term emergency loans to students for purcﬂase of books/supplies,
living expenses, etc. These loans are often advanced for pending financial aid or student payroil
and are paid by paper check. Emergency loan advances have dropped in recent years. During
fiscal year (FY) 2009-10 emergency loan advances totaled $83,216. During FY 2012-13 advances
dropped to $46,280. With 3 months to go in current FY 2013-14, total loans advanced to date
stand at $24,400. While some of the decrease may be due to increased efficiencies in the
awarding and disbursing of financial aid, the fact that students have quick, convenient access to
their credit balance or payrol funds plays a major role in the decrease of these loans.

e+ Use of Higher One has helped decrease cash needs across campus resuiting in

1. improved efficiency due to less handling of cash and quicker balancing of deposits and
end of day sessions.

2. increased security on campus as large cash amounts are no longer needed. A few years -
ago, cash on hand was increased by $30,000 during tuition and fee payment to cash
checks and disburse limited cash refunds to students. Nowadays, no additional cash is

" needed during tuition and fee payment Daily cash on hand has decreased from to
$7500 to $4500.

The research, data, and information presented relative to student credit refunds has been thorough and
given me pause to consider the way we do business. .Fees have been excessive and information was

slanted in ways that did not give students full information about their choices. Thanks to protests from



|
|
|

students and other groups many changes for the better have been made. Because we do want what is
best for our students, we must be vigilant to obtain the best deal for our students, in all respects. As
noted by Anne Gross, NACUBO's vice-president for regulatory affairs, “The interests of colleges and
universities often align with the interests of their students rather than oppose themn. When colleges
look for a less expensive way to provide enhanced services to their students, both win in terms of
convenience, security and efficiency. ”

If new regulations limit our ability to provide refund data to a third-party servicer and are so restrictive
that we must “scrap” a system that currently works well, we will find resources to devise another
system. However, it may not deliver‘as effectively and there will be fewer student choices. We would
prefer students have opt-outs, so data would not be sent to a third-party servicer or could be “recalled”.
Currently, we do not send infermation to Higher One if requested by a student. However, hetter
presentation about student choices on our website, through student mailings and at student
orientations would alleviate concerns about student choice and privacy.

Many of the proposed provisions will limit student choice. The student with an established banking
account and debit card privileges is served. What about the student who does not have an established
banking relationship? Yes, colleges and universities can now counsel and assist students open up bank
accounts. But what provisions will govern this opportunity?- If students can’t or don’t provide banking
information, the return to paper checks and lines or mailing paper checks is inevitable. This will limit
quick, convenient access to funds for many students. It is a step back, not forward.

/ém 7. 7'/,%;3 ‘

Beatrice T. Martinez, Director
Student Business Services

Ce: Andrew Crawford, Higher One
Senior Vice President, Campus Services & Operations



Butte-Glenn Community College District, California

Utilizing the services of Higher One has enabled Butte-Glenn Community College District to better assist
students with financial aid. In addition, | feel we are better stewards of taxpayer funds while using
Higher One.

Many of our students do not have checking accounts. In the past, a high percentage of students would
take their financial aid check to a check cashing company where they would pay a significant fee to have
their check cashed. In addition, financial aid fraud was a significant concern. There were not enough
controls in place when using paper checks to keep fraud out of the system. We were dealing with
$10,000 in fraud type activities per year {2 to 4 transactions} when using only the district process. We
have not encountered one single fraud case since switching to Higher One several years ago.

_ Students receive funds quickly through Higher One. In the past, we would mail checks on Thursday.

That means the checks were delivered to the post office Thursday evening. Some lucky students would
receive their checks of Friday or Saturday. Most would have to wait until the following Monday. Many
students use their home address which could be located hundreds of miles away. It took them even
longer to receive their financial aid funds. Now, with Higher One, we are averaging over 95% of our
students receiving their funds quickly and correctly {One account, ACH transfer, or mailed check). The
students now receive their funds on Thursday instead of having to wait for the mail to deliver funds to
them. Essentially, our students are receiving funds faster than they ever have before. Those waiting for
ACH or paper check are still receiving funds in a similar time frame before we switched to Higher One.

" Banik fees that students pay through Higher One are not any higher than a regular customer of a bank

would pay. Hopefully Higher One will- add more ATM machines or connect with other banks to allow
this service in more places. It can be an inconvenience to students but it is not unreasonable to expect
students to know their financial needs before the weekend.

Federal funds have been protected. When using paper checks we would mail to students a few days
before the semester started. Some students that never had an intention of going to school were then
awarded funds. The Higher One process requires students to activate their card before receiving funds.
This additional step is a barrier to those individuals that had no intention of going to school from
receiving the funds. We have had a much better success rate refunding doflars to the Department of
Education since using Higher One.

Trevor Stewart, CPA
Director of Business Services
Butte-Glenn Community College District



