(4) Student choice. (i) Except as provided under paragraph (d)(4)(ii) of this section, if an institution elects to make direct payments by EFT, the institution must make direct payments to a student’s or parent’s existing financial account, or to a financial account opened by the student or parent without assistance from the institution.

(ii) The institution may establish a process under which the student or parent is offered other options for receiving a direct payment besides an account described in paragraph (i).  In establishing that process, the institution—

(A) Must ensure that the options are described and presented in a clear, fact-based, and neutral manner, e.g., the student or parent is not compelled to select a particular option.  In describing the options, the institution may provide information about one or more available financial accounts, provide information about a sponsored account under paragraph (e) of this section, or describe how the available financial accounts compare to the sponsored account.  If one of the options includes making a direct payment to an available financial account or to the sponsored account, another option must be issuing a check or dispensing cash; 

(B) May not require the student or parent to open a financial account at a specific financial institution; and

(C) May offer as an option only financial accounts that are insured by the FDIC or NCUA or that have pass-through insurance coverage.

(iii) 

The institution or the financial institution offering the account (other than the account described in (d)(i)) may not, using the information about the student or parent available solely as a result of performing direct payments,  directly solicit the student or parent to choose the sponsored account. 
(e) Sponsored account. (1) If an institution located in a State enters into a contract or arrangement formal or informal agreement with any entity (e.g., a third-party servicer, financial institution, or other person) for the primary purpose of assisting a student or parent, as part of the institution’s direct payment process, in opening a financial account offered by the entity, or providing the option of using a card or device issued for institutional purposes to activate or access a financial account opened with the assistance of the institution, into which title IV, HEA program funds are transferred or deposited, the institution or entity responsible under that contract or arrangement
(i) Must inform the student or parent about the terms and conditions of the financial account and obtain the student’s or parent’s written affirmative consent to open or use the account before the institution or entity may either—

(A) Send or transmit to the student or parent a debit card, prepaid card, access device, or virtual representation of the card or device associated with the financial account; or

(B) Associate with the financial account a card or device that was previously provided to the student or parent for institutional purposes. 
 

(iii) Must ensure that the student or parent does not incur any cost initiated or imposed by the institution or entities responsible for the arrangement associated with—
(A) Opening the financial account or initially receiving the debit card, prepaid card, or access device associated with the account;

(B) Maintaining the account, such as an inactivity fee, or account termination fee, except a monthly maintenance fee consistent with paragraph (ix)(B) of this section can be charged;

 
(C) Using the debit card, prepaid card, or access device for the first two completed or attempted transactions per month or monthly billing cycle at any automated teller machine (ATM) located in any State as defined in 600.2.  Unless provided with reasonable access to a national network of fee-free ATMs, the institutions shall ensure that the student is reimbursed for up to $10 per month in ATM owner surcharges incurred in connection with such minimum free transactions. The institution shall disclose the network of fee-free ATMs available, indicating any and all names associated with the network, and the approximate number of available ATMs in that network both nationally and locally. Institutions must also disclose the number and location of fee-free ATMs on campus and their hours of accessibility. The institution shall direct the financial institution or third-party servicer to provide a publicly accessible online ATM locator to search for in-network ATMs.
(D) Using the debit card, prepaid card, or access device to conduct point-of-sale purchases or to receive cash back from point-of-sale purchases.
; 

 
 
(vii) Where the financial account is a subaccount, must ensure that with respect to any debit card, prepaid card, or access device— 

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

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

(C) The account provides the student or parent with all of the consumer protections that apply to a payroll card account under the Electronic Fund Transfer Act, as amended; 

(viii) Must ensure that the financial account is—

(A) In the student’s or parent’s name; or 
(B) A subaccount of a custodial account that is titled in the name of the third party servicer, and is set up to ensure any title IV, HEA program funds deposited in the custodial account are credited immediately to the student’s or parent’s subaccount (or card or device); and

(ix) Must ensure— 
(A) That the circumstances and terms of the financial account afford the student or parent a reasonable opportunity to withdraw or expend the total amount of title IV, HEA program funds deposited or transferred to the financial account without incurring any cost, fees or charges and provide the student or parent with clear and timely instructions as to how that may be done; and

(B) That any other fees or charges assessed to the student or parent that are not otherwise prohibited in this section are reasonable.  A fee or charge is reasonable if it is a commonly assessed fee in the financial services industry and is comparable to, or less than, the fees usually charged for that item or service.

(2) The institution must base its decision to enter into or continue the contract or arrangement  on achieving financial terms for student and parents that choose to open sponsored accounts that are as good or more favorable than common alternatives in the marketplace.  The determination may consider financial terms, account features, and customer service.  The institution must also—

(i) Review any information that is provided to the student or parent in connection with opening or activating the account, and the debit card, prepaid card, or access device associated with the account, to ensure that the information is presented to the student in  clear, fact-based, and neutral manner;  

(ii) Disclose conspicuously on the institution’s website, and otherwise make public,  a summary of the terms and conditions of the contract or arrangement and other related information.  The summary and related information must be updated as needed to provide information about—

(A) The name of the financial institution offering the sponsored account, and the third-party servicer or other parties involved in opening or enabling the sponsored account;

(B) The nature and amount of the material financial benefit provided by the entity to the institution under the contract or arrangement;

(C) Whether the sponsored account is a checking account, prepaid debit card, or other type of account;

(D) Any fees or charges associated with the account;

(E) The number of allowable out-of-network surcharge-free ATM transactions;

(F) The number of network or surcharge-free ATMs located on or near the campus; and
(G) The average amount of fees paid by students and parents who had the sponsored account during the most recently completed award year or twelve-month period.

(3) Except as reasonably required to enable a third-party servicer to perform its duties, to the extent not inconsistent with the Family Education Rights Protection Act of 1974 and the regulations promulgated thereunder (“FERPA”), may not provide to the entity any information about the student or parent until the student or parent makes a selection under paragraph (d)(4). An institution may provide directory information in a manner consistent with FERPA, regardless of their status as a sponsored account provider or third-party servicer.
(4) A sponsored account is no longer subject to the sponsored account terms once a student associated with the account (whether the student or parent is the account holder) is no longer enrolled at the institution that is party to the agreement referenced in section e(1).  To effectuate this purpose, participating account providers can request from the institution that is a party fo the relevant agreement referenced in e(1) the enrollment status of students associated with sponsored accounts.
