Issue Paper 4
Program Integrity and Improvement Issues
Issue:
Cash Management

Statutory Cites:
§§484, 487, and 498 of the HEA
Regulatory Cites:
34 CFR Part 668, Subpart K
Summary of Change:  The current regulations in 34 CFR Part 668, Subpart K, govern the ways that an institution requests, maintains, disburses, and otherwise manages title IV, HEA program funds. The proposed changes would revise existing regulations to address the allowable methods and procedures for institutions to pay students their title IV student aid credit balances; would prohibit fund sweeps or other practices that expose title IV funds to financial risk; would provide additional consumer protections governing the use of prepaid cards and similar financial instruments; would include provisions designed to provide students free access to their full title IV credit balances; would require neutrality in marketing materials provided to students; would acknowledge the Secretary’s authority to make direct disbursements of title IV aid; and would clarify permissible disbursement practices and agreements between institutions and other entities that assist the institution in making title IV payments to students. The proposed changes also include a number of technical changes, the most significant of which eliminates language that governed the disbursement of FFEL program funds.
Changes: See attached regulatory text.

§668.161 Scope 

(a) General. (1) This subpart establishes the rules under which a participating institution requests, maintains, disburses, and otherwise manages title IV, HEA program funds. 
(2) As used in this subpart—
(vi) The term “financial account” refers to  student’s or parent’s checking or savings account, or other consumer asset account, including a debit card account, held by a financial institution;
(vii) A GPR financial card refers to a General Prepaid Reloadable card, that is not attached to a checking or savings account, does not allow overdrafts, does not report to credit bureaus, does not require personal information, does not delay delivery of funds in any way, covered under regulations sand funds are insured and held by a financial institution. 
In order to clarify and separate the solutions available which have different rules and regulations, we’ve added  the term “GPR financial card” replacing “or prepaid card account” in (2)(vi) and added a specific detailed definition for “GPR financial card” .   
During committee meetings to date we have tried to clarify the differences between solutions being offered by different solution providers and used by campuses today. We recommend the changes above in order to clarify that a GPR financial card should be defined separately and is different from the other terms/products described as financial accounts. 
§668.164 Disbursing funds.
(d) Direct payments. (1) Except as provided under paragraph (d)(3), an institution makes a direct payment - 
 (4) Conditions for making a direct payment.  In making a direct payment, the institution—

(i) May not require any student or parent to open or use a financial account at a specific financial institution; and
 (B) If the student or parent does not have, or provide information about, a financial account, the institution may assist the student or parent in opening a financial account or GPR FINANCIAL CARD, (a) (2)  (vii), under paragraph (e).      
To clarify that the institution may assist the student or parent in opening or setting up a GPR financial card.  The differences between opening a financial account and accepting a GPR financial card are different. The student or parent must be approved for a financial account and provide confidential information while a GPR financial card is available to anyone with the exception of a known terrorist.
(e) Sponsored account. If an institution located in any State, as defined in 600.2, establishes a process that a student or parent follow to open a financial account, either through a contract with a third-party servicer or through any arrangement with an entity under which any party to the arrangement exercises any control over the financial account into which the student’s title IV, HEA program funds are transferred or deposited, the institution---
(2) Before the student’s or parent’s financial account or GPR financial card  is opened and before the student or parent may activate a debit card, GPR financial card  (A) (2) (vii), or access device associated with the account, must—  
(i) Inform the student or parent of the terms and conditions associated with  the account or GPR financial card; and

(ii) Obtain in writing or an electronic signature affirmative consent from the student or parent to open the account or activate the GPR card; 
Above changes are to clarify the differences between financial accounts and a GPR financial card.    

 (4) May not activate  a debit card, prepaid card, GPR financial card or access device associated with the sponsored account  unless the student or parent specifically provide  consent as required in paragraph (e)(2);
(5)  

We believe (5) above should be deleted because 3rd party servicers are acting on behalf of the institution taking on tasks that would have been performed by institution staff.

First is the term above “implies an affiliation with the institution”.  Yes, there is an affiliation with the institution and in the case of 3rd Party Servicers; the Department of Education says both parties, institution and contractor are “jointly and severally” liable.  That clearly says there is an affiliation.  
In order to provide those services, the 3rd Party Servicer needs to be recognized as a legitimate provider for that institution by those they are providing services too for the institution.  Today those students using these services are identified as “OFFICIAL” and authorized to provide these services by using the institutions logo, name, mascot, picture, etc.

The use of the above marks, etc. are constantly monitored by institutions and those using these without permission are quickly notified and told to stop therefore protecting students from those that would take advantage by fraudulently offering services to students, especially as it relates to financial aid.   
Second, any party doing business with an institution signs a contract to provide those services with that institution.  That contract should be considered and is an endorsement.

 (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);
We believe the reference here to “servicer” should be clarified to exclude 3rd Party Servicers.  We provide informational support regarding the status of a student’s financial aid disbursement, issue checks and initiate EFT transfers to a personal bank account or a GPR financial card without requiring a student to open a bank account.  Without receiving directory information we will not be able to provide this service in a timely manner for the institution or offer choices for students.
 (8) Must ensure that the student does not incur any cost in—

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

Added GPR financial card above since it has been separated from “prepaid card” by definition in 668.161 (2)(vii)  

(iii) 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;

The above requirement (iii) proposing free unlimited ATM withdrawals anywhere in any network in the U.S. is not possible.  Based on government cards such as Direct Express and others that use a national surcharge free network with a limited number of fee free withdrawals, we would propose the following to replace (iii) above: 

 “When withdrawing funds at a sponsored ATM located on a campus will be free regardless of the number of transactions or funds withdrawn.  When withdrawing funds from a designated national ATM network such as Allpoint or MoneyPass, they will never pay a surcharge fee.  They will pay a Service Fee charged by the issuer of the card for use in the national ATM network which would be waived for “x” number of fee free transactions based on the number of loads.”
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