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Christal Simms:
Hello, everyone, and welcome to the Cash Management Webinar. My name is Christal Simms and I will be your moderator. Today's webinar will be conducted in listen-only mode. If you have questions on the webinar, click on the Q&A button on the menu bar at the top of your screen. A new window will open. Click in the top blank field to type your question and then click ask.

Please remember to include the slide number with your question. Questions will be held until the end of the presentation when they will be read to our presenters for a response. If you want to download a copy of the slides, click the handouts icon near the top right corner. Now, I will turn it over to Jeff Baker to begin today's webinar.

Jeff Baker:
Good afternoon, everyone, or good morning for some of you on the West Coast. Thank you very much for taking about an hour-and-a-half of your, I'm sure, very busy day to spend with us where we do an overview of the recently published cash management regulations.


As Christal said, we're going to do the presentation. John Kolotos and Nathan Arnold are going to be your presenters. When they finish in about an hour or so, perhaps a little less, we will read as many of the questions that you submit as we can. Cynthia Hammond from our staff will read those questions and John and Nathan will do their best to answer them. If we can't answer them, we'll take notes and make sure that we do follow up on those.

So again, I want to thank you very much and let's begin. Nathan, I think you're going to start.
Nathan Arnold:
Thanks very much, Jeff, and thank you, again, to all of you for joining us. As Jeff mentioned, these are new regulations that were published just before November 1st of last year, and, as many of you know, that means that they become effective July 1st of this year.

That is rapidly approaching so we wanted to take this opportunity to give all of you another overview, some background and, most importantly, what is in these regulations, what is going to be required of you and how these regulations may impact you, your school and your financial aid disbursement processes.

There were essentially two changes made in these regulations. The first are related to debit and prepaid card provisions and the other main rubric was a number of smaller changes to existing regulations in terms of timing and some other more minor cash management provisions.

So we're going to start with the debit and prepaid card provisions and then John will walk you through some of the changes to existing regulations. So first, we're going to give you a little bit of background into the reason why we established these regulations.

The changes that led to these regulations began a number of years ago in about 2009 with the passage of the CARD Act, and this restricted credit card marketing and a number of other practices related to credit cards on campuses.

There have also been a number of changes in recent years around preferred lender lists, declining state funding. A number of changes all produced a confluence of factors leading to a wide-spread increase in debit and prepaid card agreements. Typically, these agreements were used as a way - and marketed as a way - to students for them to receive their credit balance refunds.

As you well know, this is the amount remaining after tuition and fees are deducted, and are transmitted directly to the student to pay for things - important things - like on-campus or off-campus housing, transportation, books and supplies, childcare. And so we take very seriously getting money to these students in a timely fashion.

And so these branded prepaid cards, or debit cards, were typically taking the form of student IDs or other co-branded instruments and students were receiving their credit balance refunds onto these cards directly. Now, obviously, there were a number of benefits to these cards but there were also a number of concerning practices.

And these were first raised in a consumer report by the U.S. Public Interest Research Group in 2012, which did some investigations generally in the marketplace and on specific campuses, and identified several troubling practices associated with these products.

This study was followed up later by studies by the Government Accountability Office, by our own Inspector General's Office, by The Consumer's Union, and enforcement actions recently by the FDIC and Federal Reserve. All of these further substantiated the claims and further corroborated the claims first identified in this U.S. PIR report.

And, although we'll go into them in more specifics, just as a broad overview, a number of these practices included charging students unfair fees, misrepresentation about what the product actually was and whether it was required, and transmission of private student information without their consent to the companies that offered these products.

As far as the impact of these agreements goes, on the bottom of this slide you'll see that it affects relatively few schools. Only about one in 10 schools right now have these types of agreements, although it has been increasing rapidly in recent years and we expect it will continue to increase. Nevertheless, these institutions represent a disproportionately high number of enrolled students.


Because these agreements typically are most common on two-year and four-year public campuses and therefore bigger institutions, these agreements actually impact about 40% of students.

So let's talk in a little more detail about what exactly the provisions are in the regulations relating to these types of products. Well, as an overview, these are the big changes that were made. We are requiring, in these regulations, that students have convenient access to their aid. We are prohibiting fees that are common to the market.

We're requiring disclosures, both to students about what the product is and to the public about how students are using the product. We're making a number of other changes that John is going to tell you about to modernize our regulations.

And most of these provisions, as I said, will be effective on July 1st of this year but two provisions in particular have delayed until July 1st of next year and we'll tell you what those are.

So this is probably the most important slide that I'm going to talk about today. This tells you who is covered by these debit card provisions under the Cash Management Regulations. There are essentially two types of agreements that are covered; a Tier 1 arrangement, which you see in the red box on the left and a Tier 2 arrangement in the green box on the right.

They have some similarities, but what is the key distinguishing characteristic between these two types of agreements is that if an institution has a contract with a third-party servicer that makes disbursement of aid to students.

If you have such an agreement with a third party servicer, you'll see on the left in the red box, and that third-party servicer processes Title IV aid to a disburser contracted account, it is a Tier 1 arrangement and your institution and your contracted party will be required to comply with the requirements of a Tier 1 arrangement.

Those are a little bit more restrictive than those associated with a Tier 2 arrangement. And, as I said, the distinguishing characteristic here is whether you have a contract with a third party servicer. In the case of a Tier 2 arrangement, your institution has a contract with a provider of a debit card or a prepaid card account, but that provider is not a third party servicer.

So, again, the key distinguishing characteristic, if you have an agreement with a debit or prepaid card provider, whether that provider also provides third party servicer functions processing Title IV aid for your institution.

One other note that I will highlight here with respect to Tier 2 arrangements is that there must be at least one or more Title IV credit balance recipient and that the product is marketed to students through a school communication, through student IDs or through co-branded cards.

That essentially means that your institution, or on behalf of your institution in the third-party servicer, or in the case of a Tier 2 arrangement, the non-third-party servicer, the contracted party, if you are providing information about this account directly to students or if you have the seeming endorsement of the institution through this product to students by co-branding the product, that is a direct marketing service. And that direct marketing is one of the requirements for a Tier 2 arrangement.

What is not on this slide is what is not covered by the regulations. If you do not have a contract with a debit or prepaid card provider then these regulations, at least the ones I'm talking about, do not affect you. And you can offer students the option for direct deposit or for a check, and you do not have to comply with a lot of the requirements that I'm going to talk about.


As far as the requirements go, I mentioned briefly that Tier 1 arrangements have more restrictive requirements and Tier 2 arrangements have less restrictive requirements.


On the left in the (in the first) column you'll see, these are requirements for all Tier 1 and Tier 2 providers. First, you must provide a student choice menu, no automatic opening of accounts. In other words, you cannot automatically open an account on behalf of a student.


There are a number of privacy restrictions related to opening accounts, sharing private student information, and then finally, disclosure of the contract between your institution and the party that is providing the accounts or the debit cards. So if you have a contract, you would be a Tier 1 or a Tier 2 and you have to disclose that contract publicly on your website.

In the second column you'll see that these requirements relate to Tier 1 arrangements. First, an ATM network has to be provided to students. Second, there are a number of fee restrictions that we'll talk about in a minute.

Third, you have to ensure that the contracts are negotiated in the best interests of students. And you also have to provide some student cost disclosure information, the average costs that students incur under these contracts.

And in the third and final column on the right, Tier 2 more than de minimis - we'll tell you what more than de minimis means in a moment. But for now, it suffices to say, you have a sufficiently large number of credit balance recipients at your intuition with a Tier 2 arrangement, you would have to comply with these requirements, which is a fee-free ATM.


This is distinguished from an ATM network, you would just have to provide fee-free ATM access for your students. And then similar to the final two parts of Tier 1, you have to ensure that the contracts are negotiated in the best interest of students.


And again, provide that average student cost disclosure. If you have a Tier 2 account where you do not meet the de minimis threshold, you would only have to comply with the requirements on the leftmost column.


So let's talk in more specific detail about what each of these things means. First, I want to talk to you about some of the problems that were identified in the Government and Consumer Reports before I tell you about the specific regulatory requirements we have instituted in response to those issues.

And I'll repeat myself here briefly to say that coming out of these reports, we received a number of recommendations from the Government Accountability Office, from our own inspector general, and we took those recommendations very seriously and promulgated them in regulations.

So some of the problems we saw in terms of student choice. Well, students were often forced to use a preferred account in order to receive their Title IV funds. And oftentimes schools would receive an amount of money per student account enrolled. 

And so there was a strong incentive at some schools for them to not act in neutral actors in recommending student accounts or ways for students to receive their Title IV funds. And oftentimes schools would give biased or misleading information about whether the account was required, the types of fees that would be incurred, and other terms of the account.


There was also an implication that the account was negotiated for the students benefit on behalf of the school - on behalf of the student rather, by the school, and that was not always true. And oftentimes these accounts were not a very good deal for students.


Even in some cases, students were pressured to sign up, or given the strong impression, or even in some cases told explicitly that the account was required for them to receive their Title IV funds. And that was never the case, that's never been allowed.


Perhaps most troubling is the last bullet on this slide. Students were delayed in getting their Title IV funds if they chose a non-preferred account. Sometimes what we would see if that a student was offered the option of a preferred account, that account would transfer and have the funds ready for them the same day or the next day.


Whereas if they put in their own pre-existing account for direct deposit or an EFT, that transfer was sometimes delayed as much as a week or more. And there was no technological reason why this was taking place; it was simply an undue delay to further encourage students to sign up for the preferred account.


So in response to these troubling practices, we have established a number of requirements that, again, are required for all Tier 1 and Tier 2 arrangements. If you have a Tier 1 arrangement or Tier 2 arrangement with a provider, you have to provide a student choice menu, a menu of options, whereby students can chose how they want to receive their Title IV credit balance refunds.

Not only do you have to provide the student choice menu, you have to tell the student in writing that no specific account is required to receive their Title IV funds. The menu options must be presented neutrally, with no account option preselected.

We saw in a number of cases that the preferred account was often preselected or was listed most prominently where a student's own existing bank account was listed in fine print. And so we are requiring that the students option to choose their own bank account, which they may be already happy with, be listed first and most prominently so that it's not buried within the student choice menu.


Finally, we know that a number of institutions currently use paper checks. We also know a number of institutions would prefer not to use paper checks. And we are leaving that option up to you. You do not need to list paper checks as an option, but you can if you feel that would be best for your student populations.

As far as the content of the menu, what needs to be listed on this required student choice menu, well, you have to list all Tier 1 or Tier 2 accounts and you may have both. If you have an agreement with multiple parties who offer multiple accounts, you may have accounts that are offered under both a Tier 1 and Tier 2 arrangement, and you have to list all of those.

You can, at your option, list other accounts if you'd like. If you have a local bank branch that you don't have a written agreement with, but you just think is a good deal for your students or convenient for your students, you are free to list that on the menu of options as well.


As far as the Tier 1 and Tier 2 arrangements and the accounts offered under those arrangements, you have to list the major features and fees of those accounts, so that students can understand what those are, and you also have to link the full terms and conditions.

Now when we say the major features and fees, what does that mean? Well, we have been working with our partners at the Consumer Financial Protection Bureau here in D.C., and they have been working for many months now at developing a model disclosure format for prepaid cards, and we are adopting that just as best as we can.

The problem is that the CFPB hasn't quite finished their work, and so this is one of the delayed effective dates, one of the provisions that we are delaying until July 1st of 2017, to give the CFPB time to finish their work and for us to adopt it to the extent possible.

So once that work has been completed, we will let all of you in the community know, we will publish notices on our website and we will make very clear what that model disclosure format looks like.

Next we want to talk about student consent. Some of the problems that you see on the left side of the screen here, I've already mentioned. But I wanted to give a little bit more detail about what exactly the problems were about student consent.


First, relating to private student information, often times students before they indicated an interest in the account or sometimes before they even knew whether they were going to receiving federal funds, Title IV funds, their private information would be shared with a lot of the debit and pre-paid card providers.

This information could range from their address, their phone number, to some of their more private information, including social security number. And this was shared without their consent and sometimes without their knowledge.

Secondly, this information was often used to open an account or market the account to students or give students the impression that because they had their private information, this must be the school acting on the student's behalf.

And so even if the student never received Title IV funds, oftentimes they would have an account opened in their name without consenting to that account being opened.


So we have instituted a number of requirements and these regulations to ensure that students know what they are getting into and make affirmative choices to open an account before their information is shared.


This is another requirement that's required for all Tier 1 and Tier 2 arrangements. And simply put, a student consent is required to open an account before their private information can be shared. Once shared, this private information can only be used for disbursement purposes, not for marketing purposes.

Now once the student consents to open the account - of course the student has made the choice to have their information shared, and so you can more freely share information at that point. But prior to opening the account, the student cannot have their private information shared.

A consent is also required before the institution or your partner sends a card to students, except for an unlinked student ID. So let me give you a little bit more information about that. We know a lot of you share student IDs with students even before they arrive on campus and have student IDs as a requirement, regardless of federal funds received, to get into libraries or gyms, or dorms, or all sorts of other things.


And we don't want to hamper that process or prevent you from doing so. So if you continue - if you want to continue to send out student IDs, that's fine. But what you can't do is have an activated linked account capability as part of that student ID.


What some schools do is they use a student ID that has a dual functionality where it can be used as a debit card, and once the student consents to open the account, then that ability - that functionality - can be activated. But it cannot be sent pre-activated to the student.

And the other thing that can't be done is sending a prepaid or debit card to students that doesn't have student ID functionality because what we saw a lot of was students would receive these cards, sometimes at the same time that their dorm information or class registration information, and assumed that it was required to receive federal funds. So once the student consents to open the account, you can send a card, send a device, or link an unactivated student ID.

Next we want to tell you about fee and fee restrictions. These fee restrictions are limited to Tier 1 arrangements. So if your institution has a Tier 2 arrangement, these provisions do not apply to you. Some of these problems we saw relating to fees were around ATMs, point of sales, and overdraft fees. I'll talk about each of these in turn.

First, there were a lot of problems, frankly, with limited ATM access. What we saw a lot of times was that on many campuses, there would only be one or two ATMs with not enough money in it.


And so for thousands of students trying to get their money out, long lines could form, ATMs could run out money, and students were forced to go to out-of-network ATMs to withdraw their funds and incur fees repeatedly that would add up very quickly.
Point of sale fees are 50 cents per transaction, fees that you may not be familiar with because they're very uncommon in the general banking market. Basically what happened was every time a student would swipe their card at a merchant and enter a pin, rather than signing it, they would be charged a 50 cent fee regardless of the amount of the transaction. And this fee was not disclosed to students. So students would rack up dozens or even hundreds of these fees before they realized what was happening.

Finally, overdraft fees, something you may be more familiar with. These are $20 to $35 or $50, or even more sometimes, fees that are assessed every time a student or really anyone who is subject to these fees would overdraw the account, meaning try to charge for a transaction in an amount that exceeds the remaining balance in the account.

However, there were a number of troubling practices related to this. Most egregious of which was purposely reordering transactions from largest to smallest to cause the triggering of an overdraft, and then retriggering an overdraft for all those subsequent fees.

So in response to these, and with a lot of research being done on all of these fees, we have instituted a number of requirements, again, only related to Tier 1 arrangements.


First, no fees may be charged to students for point of sale transactions or overdrafts. If you have - if you come to a negotiated agreement with your provider to refund these fees, or to comp the fees, or to take care of the fees as part of the agreement in some way where students are not charged, that's fine.

What is not allowed is that students cannot be charged point of sale or overdraft fees. An institution must provide a national or regional ATM network that has fee free balance inquires or withdrawals. And again, that's in response to the lack of sufficient ATM access.

And finally, the institution must provide at least one convenient way for students to access their Title IV credit balance. Again, we want to give you some flexibility here and, depending on your provider, you may be able to provide a convenient access to the students' funds by having them go into a bank branch and withdraw it from a bank branch.


But if that doesn't work, if it's an online only provider, they may be able to mail a check or to initiate an EFT or ACH direct deposit or electronic funds transfer to a student's existing account electronically.

Whatever you and your provider come to an agreement on as a convenient method to provide students access to their funds, that's fine, that's your decision to make. What is required, however, is that you provide at least one method for that to take place.

Next disclosures, I talked briefly about the contract disclosures and that is what is required here. First, the contracts between institutions and account providers are often private.

And so, students do not have sufficient information to assess the cost of the account in many cases because all of this information is private. Students also receive poor account terms because schools do not always negotiate in the best interest of their students oftentimes because they're not aware of what, in many cases, are the better deals that other institutions have gotten from the same provider. So, this is another requirement that's required for all Tier 1 and Tier 2 arrangements.


First, the institution must post the full contract, excluding security and information-technology-related information to the school website. So, post the full contract to the school website and send an up-to-date URL to the Department of where that information is located. We are going to aggregate all of those URLs into a single list and publish that list for public and government review on the Department's website.

Next, I want to talk about some requirements that are for Tier 1 arrangements and Tier 2 arrangements that have sufficient credit balance recipients. I mentioned, very briefly, the Tier 2 de minimis threshold and this is what I want to talk about in a bit more detail now.

Some regulatory provisions, not the ones we've talked about already but the ones I'm about to talk about, are limited or Tier 2 arrangements to those where a sufficient number of credit balance recipients exist.


And the reason for that is because these other provisions are going to be more helpful, more relevant, and for institutions with more credit balance recipients, in all likelihood, a little bit more burdensome. For those institutions with a small number of credit balance recipients, we didn't think it made sense to require compliance, given the relatively small number of credit balance recipients.


So, what is actually required? Well, if you have a Tier 1 arrangement, this does not apply to you. A Tier 1 arrangement exists regardless of the number of credit balance recipients you have. If you have a Tier 2 arrangement the question exists, do you have a sufficient number or percentage of credit balance recipients?


And there are two ways for that to happen. In the school's prior three award years - so taking the average of the last three award years - do you have 500 or more students with a credit balance or did you have an average of 5% or more of your students with a Title IV credit balance?


So, in other words, there are two ways to hit this threshold. A pure numerical threshold where you have, over the last three years, an average of 500 or more credit balance recipients, or if at least 5% or more of your enrolled students received a credit balance.


If either of these is true then you meet the de minimis threshold. If you meet the de minimis threshold or, again, if you're a Tier 1, then you have to comply with the requirements that we're about to tell now.


And the first of those is the summary cost disclosures. These, as I said, are required for Tier 1 or Tier 2 with more than the de minimis. And this is another requirement with a delayed effective date. This effective date is July 1st, 2017, just like the model disclosures.


And the reason for that is we've learned from organizations, from institutions and from banking organizations, that this information exists but the systems don't yet exist to talk to each other very well. And so we wanted to give additional time to set those systems up.


So, if you had 30 or more credit balance recipients in the prior award year - and 30 or more is simply a way for us to prevent the release of private student level information. It's a PII issue. So, if you had 30 or more credit balance recipients in the prior award year, on the same website that you're publishing the full contract, you need to disclose some summary cost information.


First, the total consideration paid, monetary and non-monetary by the parties under the contract during the past award year. So, if you received lump sum payments or per student payments or other remuneration you have to disclose that.


You also have to disclose the number of students with financial accounts under the contract at any time during the past award year - so simply the number of students who were account holders. And then, finally, the mean and median annual cost to those student account holders.


So, put more simply, what is the total amount of money paid under the contract? How many students are affected? And what are the average costs that they incurred?

Next, the requirement around the best interests of students. We were cognizant when drafting these regulations that this is an industry that moves very quickly. A lot of changes, both technological and otherwise. We didn't want our regulations to become obsolete and insufficiently protect borrowers soon after their publication.

And that's what this provision does. We are trying to future-proof our regulations by ensuring that the contracts that effect students are still made in their best interests.


And so, again, this is a requirement for the institutions with a Tier 1 arrangement or a Tier 2 arrangement that meets the de minimis threshold. In order to meet this requirement, the institution has to ensure that the accounts are not inconsistent with the best financial interests of students.


Now, what does this mean? Well, there are two constituent parts that go into the determination of whether the contract is negotiated in the best interests of students. In the red and the green box, you can see these are the two criteria that we consider when making this determination.


First, the school must document that it determined that fees under the arrangement are consistent with or below market rates. Now, this is not us trying to make you experts in every single banking fee that exists. We are simply saying that as parties to a banking contract, you have to be generally aware of the fees that are charged in the banking marketplace.

And if, for example, a $10 monthly fee is what's generally charged in the market, if your students are being charged $50 a month or $100 a month, that's clearly way out of whack with what the market is charging. That contract would not be made in the best interest of students.

The other way that we test whether the contract is made in the best interest of students is that the contract has to be terminable due to complaints or excessive fees. So, what we saw in a lot of cases was students complaining to their school. The school did not renegotiate the contract and nothing changed.

Whereas in some limited circumstances, students did actually complain and the school found that it could actually negotiate a better contract and did so on behalf of the students. So, we just want to ensure that student complaints or excessive fees can terminate a contract.

One of the last provisions we're going to talk about here is convenient access to ATMs. We want to ensure that students have sufficient ATM access and so that these ATMs are present in sufficient number and housed and serviced such that Title IV funds are reasonably available from them.


And this is a requirement for both Tier 1 arrangements and Tier 2 arrangements with more than a de minimis number of credit balance recipients. Before we move on to direct disbursement, there is one other thing I forgot to tell you about this convenient ATM access.


I mentioned it briefly before, but I really want to make it clear. For Tier 1 arrangements, you are required to provide a network of ATMs. That is slightly different from this requirement for Tier 2 arrangements. [In Tier 2 arrangements, you] do not have to have an ATM network, you are simply required to provide convenient ATM access.


Now, that may look very different to different institutions. If you're a commuter school or if you have very few students living on campus, you may not need as many ATMs or even more than one.


But if you are a large campus, or a flagship campus, or you have tens of thousands of credit balance recipients, you are probably going to need many, many more ATMs. And for Tier 1 arrangements we think that this is actually going to be obviated somewhat by the requirement to have an ATM network because that is going to ensure that you are going to be part of an ATM network that probably already houses a lot of ATMs on or near your campus.


The last thing I'm going to talk about before I turn it over to John is direct disbursement of Title IV funds to students by the Department of Education. This is something that, I want to emphasize, we are not currently doing.


But we did reflect the Secretary’s already existing authority to do this in the regulations. And so, when I say this, what is it that I'm referring to? Well, other federal agencies, most prominently, Treasury, when making Social Security benefit payments, already requires that recipients receive those payments on a government card.


And one thing that we are looking at, and considering, and will continue to consider as these regulations are implemented is whether a similar system would be in the best interest of students. Whether the Secretary should pursue, and the Department should implement, a process by which we make direct payments of Title IV funds to students using a Department-sponsored method.


So again, I will emphasize this is not something we are currently doing, but it is something we are looking at closely and will keep an eye on as we see how institutions and providers are complying with our regulations.

So, with that, I'm going to turn it over to John who is going to tell you a little bit more about some of the other changes to existing regulations.

John Kolotos:
Thank you, Nathan. Take a look at the next slide - if I can get to it. We give you an overview of some of the other major changes in the cash advancement regulations. What I'd like to do is give you a brief overview of the existing requirement and then go over what the change was in the rules.


The first one deals with an existing requirement where, as a fiduciary and as a trustee of Title IV funds, a school has to maintain those funds solely for the benefit of the student. And we have a specific restriction in the current rules that says under that approach a school, for example, can't use the funds as collateral to obtain a loan.


In these regulations, we've added another provision that says, in effect, that the school can't engage in any practice where those funds would be subject to loss. And in doing the rule, we were primarily focused on sweeps, but it could apply to other situations.


Now, in general, a sweep is an agreement with a bank where any funds in a school's account would be invested overnight in certain funds. Now, in general, this would be a good idea for many schools and many schools do it because it enables the school to earn interest on funds that would otherwise sit idle in the account.


The problem is that in some sweep arrangements the funds are subject to loss or they're subject to liens or other attachments. And by incorporating this in the current - as part of the new rules we just want to prevent any possible loss of federal funds.


The other reason is that, as we'll see later, there is an interest limit on the amount of earnings that a school can maintain. For example, under the current rules, any interest earned over $250 has to be returned to the Department.


Under these new rules it’s $500, but we can't envision too many situations where it would be advantageous for a school to sweep federal funds and risk the loss of those funds when the only gain there could be up to $500, which is really a negligible amount.


So, we just want to emphasize that nothing in these rules would prevent the school from sweeping its own funds if it wants to. It just has to make sure that Title IV funds are not part of that sweep.


Another change we made was to our current Heightened Cash Monitoring processes. Under the current rules, a school that's on reimbursement cash monitoring has to make the disbursement to the student by crediting the student's account before the school can request the funds for that student.


Under the new rules, schools that are on HCM1 or HCM2 have to pay any credit balances that are due to the student before they make that request. So, in the slide for HCM2 and reimbursement, that means that the schools have to make a credit balance payment first before they submit any documentation that's required under HCM2 or reimbursement and before the Department will honor that request.

Under HCM1, before a school initiates a draw funds it has to first pay credit balances. Under both HCM1 and HCM2, the new rules prohibit schools from obtaining a student's authorization to hold credit balance funds.


The next area deals with maintaining and accounting for funds. Under the current rules, we have some provisions where a school can maintain Title IV funds in an investment account or they can maintain funds in an interest-bearing account under certain conditions.


For the investment account, we've eliminated that under the current rules because we don't really see a need for that. Previously, a school that used investment accounts in any case had to maintain funds or that investment account had to consist predominantly of low-risk income securities like U.S. Treasury Bonds.

But, again, we don't that many schools were doing it. And we don't really see any need for it. Instead, what we've done in the new rules -is adopt the OMB guidance for interest-bearing accounts. So under those, under the OMB guidance, to the extent practical, a school has to maintain Title IV funds in an interest-bearing account.


And as I mentioned earlier, any interest over $500 that's earned on federal funds has to be returned to the government, in this case to HHSC, no later than 30 days after the award year.


Now, part of the OMB requirements is a provision that a school doesn't have to maintain funds in an interest-bearing account if certain conditions apply or circumstances apply, and those are roughly described in the circular diagram.


The first one is if the school receives less than $120,000 annually - we don't know of many schools that receive that low of an amount. Another condition is if the best account the school could get wouldn't earn more than $500 in interest on those funds, then, again, you wouldn't have to have an interest-bearing account.

The other ones deal with if certain other banking requirements, such as a minimum balance requirement, are too high in view of the amount of funds that are deposited or maintained in the account, that you wouldn't earn any significant earnings.


And the third one is that to the extent - or, the last one, I should say - is to the extent that a foreign government or a banking system precludes interest-bearing accounts and, obviously, a school wouldn't have to have one.


The next change, I guess, deals a little bit more with foreign institutions. And, principally, with foreign institutions, we're mainly concerned with Direct Loan funds. There was some ambiguity and some confusion in the current rules and procedures about whether foreign schools had to have interest-bearing accounts or what type of accounts were required of foreign schools.

So in these rules, we clarify it and we say, a foreign school has to have, obviously, a bank account into which the Department will transfer Direct Loan fund, and that account has to be insured by the FDIC or the NCUA or it could be an equivalent agency of the country in which the school is located.

Now if there's no equivalent agency, then the Department can approve a depository account that the school designates. And consistent with the OMB guidance we talked about previously, these accounts do not have to be interest-bearing.

The next change deals with making disbursements on a payment period basis. We've had that provision in the rule for some time. It's just that under the new rules we're a little bit more explicit about what we mean by making a disbursement on a payment period basis.

And the principle problem, I guess, or the issue that we wanted to address was a circumstance where an institution would debit the student's account for the entire cost of the program in the student's first payment period. And by doing that, the student wouldn't receive a credit balance until the next payment period or possibly even the next award year.

So in these rules, what we try to do is create a situation where the disbursement that's made for the payment period is in relation to the actual cost incurred by the student for that payment period. And again, principally that's done so that the student can take advantage of any credit balance that they would otherwise get to use for other costs.

This slide shows two ways - and both of these ways are in the regulations - that a school essentially prorates or can prorate the charges for the program so that they represent the charges for the payment period.

So in the first instance, if a school has substantially equal payment periods, it's simply the total institutional charges for the program divided by the number of payment periods in the program, and that gives you the charge for the program for that payment period.

For other programs that don't have substantially equal payment periods, it's simply the credit or clock hours in the payment period divided by the credit or clock hours in the total program multiplied by total institutional charges. And the result there is the amount of allowable charges for the payment period.

The next change deals with prior year charges and, as you may know, the current rules allow for up to $200 in prior year charges and that is that a school can use up to $200 of the student's current year Title IV aid to pay for prior year charges.

A few years ago, we published a Dear Colleague letter in which [unintelligible] we said, well, if the current year is the current loan period if the student receives a Direct Loan. If the student didn't receive a Direct Loan, then it's the current award year.

The change that we're making in these new rules is that the school has - now has a choice to say, well, if the student receives both, then the school can decide whether to use the current loan period or the current award year to pay prior year charges.

In this next slide for books and supplies, we don't have an explicit provision in the current rules that talks about the cases or circumstances under which an institution can include the cost of books and supplies as part of tuition and fees.

We have some long-standing guidance that over the years we've allowed schools to include books and supplies as part of tuition and fees, but some of the problems that we've seen over the years under that policy is that some schools that do it charge the students exorbitant prices for books that could be obtained by the student elsewhere for much less money.

So in these rules, we've tried to come to some compromise as to when a school could do it. And we have identified three instances where we would allow a school to continue and include books and supplies as part of tuition and fees.

And the first one is that the school has an arrangement under which it can provide the books and supplies to students at prices below competitive market rates. So if the school can do that, that's fine. The school would also, however, have to provide a way for the student to obtain those books by the seventh day of the payment period and have a policy that permits students to opt out of that provision.

And the reason for the opt out is, it's great that a school might be able to supply new books to a student at a fairly good rate, but some students might want to buy used books at an even lower rate so we think the opt-out provision is warranted here.

The second condition deals with instances where the books and supplies are really electronic materials or course-imbedded materials that are provided by the school and can only be accessed by the student from the school or from sources authorized by the institution.

Now, those types of materials are typically not available anywhere else and, in those circumstances, a school can include the costs of that as part of tuition and fees.

And the third reason is if there is a compelling health or safety reason for including those costs, then the school obviously can do that, also. And the main example that we've been giving in that regard is that, let's say you have a scuba diving class where the school maintain - purchases and maintains the scuba equipment to guarantee the safety of the students.

The next slide deals with something that has been part of the current rules or part of the rules for a long time, and that is that at the time that a school makes a disbursement of Title IV funds, the school has to confirm that the student is eligible for those funds.

In those cases, a school makes an eligibility determination but doesn't actually make a disbursement of funds until sometime later. And the purpose of the provision is simply to say, is the student still eligible for that money, and, if they are, fine then the school can make it.

What we try to clarify in the new rules is that this provision applies to third-party servicers. In many cases, schools engage third-party servicers to perform a wide variety of eligibility determinations or to conduct other transactions that support a disbursement and in those cases the third-party servicer is as responsible as the school in determining that the student was eligible for the disbursement when it's made.

And with that, we'll turn it over for questions.
Christal Simms:
If you have questions, click on the Q&A button on the menu bar at the top of your screen. A new window will open. Click in the top blank field to type your question and then click ask. Please remember to include the slide number with your questions.
Jeff Baker:
Thanks, Christal. And thanks Nathan and John. As we mentioned at the beginning, it turns out we have just about a half-an-hour for some questions. A whole bunch have come in. Cynthia Hammond from our team is going to read them and one of us will answer them or at least try to answer them. Cynthia?
Cynthia Hammond:
Thanks, Jeff. Could you provide more information on what is a third-party servicer?

Jeff Baker:
So, I'll take that one. A third-party servicer is defined in our regulations. I believe it's at 658.25, and we, about a year ago, published a Dear Colleague letter reminding institutions of the requirements.

In general, a third-party servicer is any individual or entity that performs any aspect of an institution's administration of the federal student aid programs, the Title IV programs.

There usually is, but does not have to be, a written contract to invoke a third-party servicer relationship nor does there have to be payment made to the third-party - although, again, that usually is the case.

The provisions require that once there's a third-party servicer relationship, the institution and the third party are jointly and severally liable for any errors that occur. John kind of mentioned that in his last slide. There are audit requirements, both on the institution and for the third-party servicer.

Going back to where this first came up in Nathan's presentation, I think it was Slide 8, where he indicated in determining whether there was a Tier 1 or Tier 2 arrangement whether there was a third-party who did the disbursement of information or otherwise contacted the students. That's the third-party servicer and it would trigger that component of the cash management regulations. Okay.
Cynthia Hammond:
If we do all the processing of Title IV aid but send the excess credit balances to a third-party servicer to refund to the student, is this a Tier 1 arrangement?
Nathan Arnold:
That's a great question and like most questions that have specific examples, it will probably depend on the specific circumstances of your arrangement.

One thing - one particular type of arrangement that we've gotten questions about is an entity that makes, sort of, normal banking transfers - and this is a provision - I don't have the language in front of me and I can't remember it verbatim.
But under our third-party servicer definition, which Jeff did an excellent job of summarizing, and I would hasten to note that definition was not changed by these regulations. That definition of third-party servicer, what it was before these regulations, continues to be in effect.

One of the specific exemptions under the third-party servicer definition is an entity that essentially does normal banking transactions. The way that we've interpreted that, and the way that exists, and the way I think it's most helpful to think about is if you send all the information –  the disbursement amounts, the identities, the confirmation number –to a banking entity or a servicing entity and all that entity does is essentially press the button to initiate the EFT. If all they are doing is initiating an ACH to an existing account, then that is not a third-party servicer relationship.

If, however, they're doing additional functionality like confirming eligibility, or confirming identities, or if they are making the payment itself or conducting the backend transaction work, if it's more than a simple functionality of simply moving the money, pressing the button, initiating the transfer, if it's more than that simple action then that does give rise to a third-party servicer relationship.
Cynthia Hammond:
Thanks, Nathan. Is this correct? I think this one has to do with one of the delayed provisions. It says, by July 2016, the school would still need to provide the menu to the students, it's just that the specific format is delayed until 2017. Is that correct?
Nathan Arnold:
That is partially correct. Beginning on July 1 of 2016, you have to provide a student choice menu to students. In terms of the contents of that menu, we do believe that we've laid out pretty explicitly in regulations and then summarized in this presentation what has to be on that menu.

So what has to be on the menu is any Tier 1 or Tier 2 accounts, accounts offered under a Tier 1 or Tier 2 arrangement, you have to list the fees and features and a link to those fees and features. And that specific piece right there is the delayed provision.

Listing the major fees and features is the framework that we are going to publish, and that part is going to become effective July 1, 2017. So essentially, beginning on July 1 of this year, you are going to have to provide the students a list of their options. Make it very clear to them in writing that these options are now required to receive Title IV funds and give them a way for them to receive monies in their pre-existing bank account listed first and most prominently.

However, in terms of the actual fees and features of the Tier 1 and Tier 2 accounts, that is not required until July 1 of 2017. Although we would expect and hope that all of you make a good faith effort to list, to the extent that you are capable of doing so, the fees and features of those accounts for students so that they know what they're getting into.


But that question is right. Beginning on July 1 of  2017, that is when we will establish the framework for listing the fees and features of the accounts.
Cynthia Hammond:
Could you explain this again, the difference between Tier 1 and Tier 2?
Nathan Arnold:
Sure, and I think it might be helpful just to bring the slide back that talks about the differences between Tier 1 and Tier 2.

So this, on Slide 8, again, this gives an overview of the differences between the two. And before I get into what is a Tier 1 and what is a Tier 2, just a reminder, if you do not fall into either of these categories you are not covered by these provisions in these regulations.

You don't have to, for example, disclose a contract because that contract wouldn't exist. You don't have to have a student choice menu in the way that we've described it here. All you have to do is give students the option to receive money to a pre-existing bank account via direct deposit or receive their money via check if you want to list that as an option.

Now if you are a Tier 1 arrangement or a Tier 2 arrangement you have to comply with the other requirements. So for a Tier 1 arrangement you are an institution that has an agreement with a third-party servicer.

That servicer processes Title IV aid, again except for those normal banking functions. If you have a servicer that is processing Title IV aid and aid is disbursed to a contracted account - so a way to think about that is if you have a third-party servicer and that third-party servicer is doing all sorts of servicing activities, if they're confirming eligibility, if they are keeping a roster of students.

If they're doing all of these functions but there is no prepaid account, no debit card account, then you do not have a Tier 1 arrangements. It's only the combination of a third-party servicer who is making aid disbursements to a contracted account, one of these accounts that have the prepaid or debit card functionality, and information about that account is provided to the student.

So in other words, if the student is being told about that specific account, if they are being given information about the account by your institution or by the servicer, if all of those things are taking place, then you have a Tier 1 arrangement. The way to remember that shorthand is, you have an agreement with a third-party servicer making disbursements to a prepaid or debit card account.

A Tier 2 arrangement, in contrast, you do not have an agreement with a third-party servicer. You have an agreement with a provider and that provider has a debit or prepaid card account that is being marketed to students. So you have a contract, you have a contract with a partner, but that partner is not a third-party servicer.

So in addition to that agreement, if disbursements are being made and one or more Title IV credit balance recipients exist where the product is marketed to students through a school communication, that is the other distinguishing characteristic of a Tier 2 arrangement. Not only is there no third-party servicer, but there is direct marketing. Direct marketing means school communication or a co-branded card, student ID or a co-branded card that's not available to the general marketplace.

Cynthia Hammond:
Do we have to offer various options for students or can we just mail refund checks?

Nathan Arnold:
If all you want to do is mail checks to students, that's fine.

Cynthia Hammond:
Okay. Our business office only prints checks once per week, but we do direct deposit daily. Would this be considered acceptable under the Tier 2 guidelines?

Nathan Arnold:
Well, if you are - if the assumption is that you have a Tier 2 arrangement in addition to these options, then that would be fine because the timing requirement only applies to electronic payments.


If you are slightly more delayed in making a check payment, as long as it otherwise complies with the timing requirements in the cash management regulations, then that's fine.

Cynthia Hammond:
What would be considered a fee which is uncommon in the market? Is it allowable for a provider to charge the student a replacement card fee, for example?

Nathan Arnold:
Yes, that's an example of a fee that is permissible. If you're interested in examples of types of fees, we go into a bit of discussion in the actual preamble to the regulations and a little bit of discussion and examples about the types of fees that we were most concerned about.


But typically what a fee is that's uncommon to the market is a fee that either is an amount that is so out of whack that it is uncommon or the fee itself is uncommon, and I'll give you two examples.


The first example in terms of the amount that's uncommon, this was not a close call. We saw in a number of instances in government reports that students were being charged double or triple or more in terms of comparisons with what typical bank account customers are being charged, and there was really no reasonable explanation aside from the students were a captive audience. So if the amount is out of whack with what is generally charged in the market, that's one red flag.

The other red flag is if the account provider is charging a fee that really doesn't exist in the marketplace, and an example of that is the point-of-sale fees. These fees that were charged every time a swipe would occur for 50 cents, that was really not in existence and so that is also uncommon to the market.


If you are surveying the market or you are asking your partner to provide for you an explanation of why they're charging a particular fee, then you'll get an idea of whether that fee is charged generally in the market.

Things like replacement cards, inactivity fees, monthly fees, these are all the sorts of things that occur in the general marketplace and are not uncommon.

Cynthia Hammond:
Thank you. Do institutions have the option to add consent language for student account information into our existing student agreement?

Nathan Arnold:
I'm not sure that I totally understand the question, but if what you're asking is, in the contract can you require additional steps for students to have to take before they consent because you're worried about students unwittingly opening an account or being prepared into opening an account, then that's totally fine.


We have not restricted in these regulations your ability to ensure that students are fully cognizant of their options and are consenting in writing before they make a choice.


If instead what you're asking is, can we limit what types of student consents are required? There is a floor that we have put in the regulations here. And the floor is the student has to be given clear notice as part of the student choice menu that they are not required to open a particular account, and they have to give consent, either to you, the institution, or to the third-party provider, that they have affirmatively consented to open the account.


And in all cases that will be in some form of writing, either electronic or otherwise, in order to open one of these accounts. And that is the minimum amount of consent that is required under these regulations.

Cynthia Hammond:
If you could turn to Slide 24, we have a number of questions related to this one. The first of which is, would this apply to all funds or only to credit balances?

Nathan Arnold:
This question and it sounds like some other questions are related to this issue of direct disbursements of students by the Department. And I know I'm going to be a broken record here and repeat myself, but I think it is worth repeating because we have gotten some confusion on the status of this and what we want to do.


And so I'll just try to say very clearly again that we do not currently plan to implement direct disbursement of funds to students by the Department. But this is something that the Department has the authority to do and we remain very interested in looking at this as an option, especially depending on whether students are being served well by the types of products that come about and exist as a result of these regulations.


Now because we are in the early stages and because we haven't come to an explicit plan of what we would want to do, I think it's premature to answer a question about whether this would be limited to credit balance funds or would include the totality of the costs for which the student is responsible.


I think at this stage all we can say really is we want to ensure that what comes out of this is best serving students, and that students get the funds to which they're entitled under the law quickly, safely, and in a way that serves the interest of students and taxpayers.

Cynthia Hammond:
Thank you. I actually think you answered all the remaining questions on this slide, so let's go to Slide 28. This one uses an acronym that's pretty common here in federal student aid called HCM. That stands for Heightened Cash Monitoring. So for - do these provisions apply to only Heightened Cash Monitoring 1, 2 and reimbursement, or would it also apply to a school on advanced pay?

John Kolotos:
They do not apply to schools on advanced pay.

Cynthia Hammond:
For a school that is on Heightened Cash Monitoring, do they have to show that the student was issued a check or that the check actually cleared?

John Kolotos:
That's a good question, and it's an open question right now. We're currently working on ways that a school could document that they made a credit balance payment and we'll have some further information as we go along.

Cynthia Hammond:
If a school is on Heightened Cash Monitoring 2, are we required to have refunded residual credit balances to students or have credited the student's account before those residual refunds are issued?

Nathan Arnold:
I'm not quite sure what you mean by residual refunds, but if they are Title IV credit balances, then, under the new rules, you'd have to make them before submitting a request for cash.

Cynthia Hammond:
So this is a question regarding paying prior year charges. If a student received Direct Loan funds only and for the first term had a balance above $200, but will have a credit balance in the second term in the same aid award year, so in their example a student went up a grade level and therefore has a higher loan amount for the second term.

Can the school use the credit in the second term to cover the balance from the first term when it's all in the same award year?

John Kolotos:
Yes. If it's in the same award year, a school can use funds for charges in either payment period.

Cynthia Hammond:
If the student indicates that they want to include books as part of their loans and they came in on the first day of class and requested the money to pay for their books elsewhere, when is the school required to issue the student a check?


Are there a certain number of days they have to issue the check?

John Kolotos:
If there's a credit balance, then the credit balance rules would apply and the school would have 14 days to make that available to the student.

Under an existing provision where a school has to provide a way to provide books and supplies to the student by the seventh day of the period, if the student opts out of that process, then again the normal credit balance rules would apply.

Cynthia Hammond:
Does the seven-day rule apply for loans as well as programs?

John Kolotos:
Yes. Under the new rules it would apply to both Pell and Direct Loans. Right now it only applies to Pell.

Cynthia Hammond:
Is it okay to have federal funds into sweep accounts if there's no risk of loss?

John Kolotos:
No. That's prohibited under the rules. Well, let me backtrack. We don't want to see it. We wrote the provision in a way that prevents any losses, and we would discourage schools from sweeping federal money, but there's not an outright prohibition.

Cynthia Hammond:
On Slide 38, you mentioned that schools must confirm eligibility at the time of disbursement and an activity that is considered to fall under this requirement is accounting for funds to the Department. Can you confirm this means that the schools are required to confirm eligibility before submitting a release fund or disbursement record to COD?

John Kolotos:
The provision that we tried to clarify in the rules is that to the extent of a third-party servicer was doing some type of accounting or reporting to the Department, then the third-party servicer had a responsibility or has a responsibility to ensure that the amount and the types of funds that it's reporting to the Department were funds that were properly disbursed to students.

So there's some responsibility on the third-party servicer to confirm that the student was eligible for those amounts at the time they were disbursed.

Jeff Baker:
Just to add a little bit to what John said and maybe to focus - I think the question was, none of this changes the procedures we have about the use of when a school submits a record - origination disbursement record to COD. And that often is done prior to the disbursement so that we can get the money in place.


This is just about making sure you don't disburse - and we have a definition in the rule about what a disbursement is, crediting the student's account or a direct payment – before that's done. -This has always been the case that the institution had to confirm that the student was eligible. This is just making it very clear that the third-party has to do it as well.

Cynthia Hammond:
A couple more questions on books. Does the student have the option to opt out of the books by course, by term or by academic year?

John Kolotos:
It depends on how, and we have two books and supplies provision in the rules. Again, for the credit balanced based ones, we say the school has to provide a way for the student to obtain books and supplies. It depends on the way that the school is providing. I don't know. I would need information to try to answer that one.

Cynthia Hammond:
Okay. Let's try this one then. This is a situation where a foreign school - it's a foreign art school and they want to include books and supplies that they provide because I think it would be difficult for the student to locate the correct items in the foreign country. Are they still allowed to do that?

John Kolotos:
Under the new rule, the school would still have to demonstrate that it was providing them at below market cost.

Nathan Arnold:
And I think to add on to what (John) has said here, I think it would depend on how we would define the term available here. You see the books and supplies available to students for prices below competitive market rates. If the argument is that it would be so difficult for them to find a book...

Jeff Baker:
That doesn't have anything to do with it.

John Kolotos:
No, the availability provision as it applies to the school, the school makes those books and supplies available to students at below market prices. It has nothing to do with the general availability of those books and supplies.


We're making a presumption in these rules that typical books and supplies are available readily in the marketplace.

Cynthia Hammond:
So it sounds like the school could still provide these to students as long as it ensured that the art supplies are at or below market value.

John Kolotos:
Correct.

Cynthia Hammond:
Okay. And in this slide, what do you mean by all students? Does this only apply to Title IV students or students whose books and supplies are charged against their account?

Jeff Baker:
It's in Title IV, it's all we can do.

Nathan Arnold:
It really only has an effect on Title IV students.

Cynthia Hammond:
Can you give an example - this is going away from the books and supplies for a moment - but can you give an example of how, with the new regulations on HCM1, a school pays a credit balance and then requests the draw from G5?


I think they're confused about the timing of how this works with the credit balances and the disbursements, and then how it's issued to the student versus when it draws it down.

John Kolotos:
All right. Under the new rules that go into effect in July, a school in HCM1 would have to credit the student's account for the amount of money that they're eligible to receive for the payment period.

If that credit triggers a credit balance, they have to pay the credit balance directly to the student, either by EFT, check, or something – cash, or some means - before the school can draw down the amount of money that they credited the student's account for.

Cynthia Hammond:
We have a case where the third-party servicer has to issue a paper check because no preference is selected by the student. How long do they have to do that?

Nathan Arnold:
The same timeframe.

Jeff Baker:
The 14 days.

John Kolotos:
Yes.

Nathan Arnold:
Fourteen days.

Jeff Baker:
From when the credit balance created.

Cynthia Hammond:
So it's 14 days for when the credit balance is created?

Nathan Arnold:
Yes, just a little clarity. It's 14 days from the day the credit balance was created. Now, we say within that timeframe that a school would either put a check in the mail or notify the student that a check was available for immediate pickup. And some schools do that so that they don't have to mail a lot of checks and the students typically go to a designated building or office on campus to pick up their checks.


If the school notifies a student that a check is available for immediate pickup, under the rules, a school can hold that check for the student at that office for 21 days. And if the student doesn't come to pick up his check by that time period, the school either has to mail a check to the student then or send it back to the Title IV program.

Cynthia Hammond:
Do we have to offer students the option of getting a check?

Nathan Arnold:
You do not have affirmatively offer that option. You may offer the option if you want to, but you do not have to.

Cynthia Hammond:
I'm just looking through the questions. A lot of these have already been answered. Can you explain where folks listening to this can get more information on the regulations?

Nathan Arnold:
Sure. I think in the next few months we're going to try to put together a centralized repository for all this information because right now I think it's a little spread out.

I think the easiest thing to do would be to search on the Department of Education's website for cash management regulations. We published a press release in late October of last year, which contains links to the regulations that have been published.


I think another good resource, you know, for the regulations themselves, is to go on Regulations.gov and search for the Department of Education. We published these cash management regulations in late October. We also published that Notice of Proposal we're making if you're looking for additional color.


I think in the coming weeks and months we will try to centralize this information on the FSA website .

Jeff Baker:
Yes, Nathan's right. And in addition to that, this webinar and the one we do on Thursday - by the way the one we do on Thursday is the same content. You're welcome to join us, but it's the same content. This webinar will be posted to our IFAP website in a week or so, along with a transcript and actually you can listen to it.


Nathan and John also did this presentation at our Federal Student Aid training conference in Las Vegas in December. That is posted on our IFAP website. And then, as Nathan said, we'll be putting out additional information over the next weeks and months.


Cynthia, I think we have time for maybe just one more question.

Cynthia Hammond:
All right. For students that are on a 30-day delay before they get their Title IV funds, what is the expectation for schools to provide money for books within seven days?

John Kolotos:
There is none in that instance. The regulations pretty much say that within 10 days of the beginning of a payment period if the school had actually made credit balance payments that students were eligible to receive and a credit balance was created, right?

We're talking about disbursing the credit balance, if everything was in order, 10 days before the payment period. Then the seven-day rule kicks in. In the instance of a delayed disbursement, the school can't make that payment, so those monies would not be counted in determining whether there was a presumptive credit balance.

Jeff Baker:
And let's do one more, Cynthia.

Cynthia Hammond:
This is about the return of credit balances. If a credit balance is created at the end of the fall semester and then the school is closed for the holiday break, which extends more than 14 days, is the time the school is closed included in those 14 days or is it only times when the school is open?

Nathan Arnold:
No. Fourteen days is calendar days, so it's weekends - doesn't matter if the school's open or closed. The school has a responsibility to make those monies available to the student.

Jeff Baker:
I want to thank John and Nathan and Cynthia and Christal and all of you for joining us this afternoon. As I mentioned, we’re going to do this again on Thursday, same time, same station. And look for this being posted on IFAP within the next week or two. Thank you very much.

END

