
   

July 2, 2015 

 

The Honorable Arne Duncan 

Secretary 

U.S. Department of Education 

400 Maryland Avenue, SW 

Washington, DC 20202 

 

Re: Comment of Woodstock Institute on the Proposed Amendments to the Cash 

Management Rule, 34 C.F.R. Part 668 Docket ID Ed-2015-OPE-0020 

 

Dear Secretary Duncan,  

 

Thank you for the opportunity to comment on the proposed changes to the 

Department of Education’s Cash Management Rule. Woodstock Institute 

applauds the Department for taking steps to protect student consumers from 

products and practices that drain their Title IV federal aid dollars through fees 

and limit freedom of choice. The rule should be strengthened, however, to ensure 

that all students are adequately protected from financial products that are not in 

their best interests. The following analysis will draw upon Woodstock Institute’s 

expertise on the broader prepaid card market and the financial needs of student 

consumers.  

 

We urge the Department to expand protections for student consumers to include: 

 

 Expansion of all protections for Tier 1 accounts to Tier 2 accounts.  

 Free access to account history. 

 Low opening deposit and minimum monthly balance requirements. 

 Prohibitions on deposit advance products. 

About Woodstock Institute  

 

Woodstock Institute is a leading nonprofit research and policy organization in the 

areas of equitable lending and investments; wealth creation and preservation; and 

safe financial products, services, and systems.  Woodstock Institute works locally 

and nationally to create a financial system in which lower-wealth persons and 

communities of color can safely borrow, save, and build wealth so that they can 

achieve economic security and community prosperity. Our key tools include: 

applied research; policy development; coalition building; and technical 

assistance. Woodstock Institute has been a recognized economic justice leader 

and bridge-builder between communities and policymakers in this field since it 

was founded in 1973 near Woodstock, Illinois. 

 



Fee protections 

 

The existing Cash Management Rule contains a limited number of protections for students when 

schools open accounts on behalf of students or assist students in opening an account in which to 

deposit their Title IV financial aid funds. These protections include prohibitions on fees for 

opening accounts or receiving debit or prepaid cards, and requirements that students have 

convenient access to a fee-free ATM. The proposed amendments to the Cash Management Rule 

substantially expand the fee protections, particularly for Tier 1 accounts that are offered to 

students by a third-party servicer charged with performing part of schools’ Title IV disbursement 

process. There are far fewer protections in place for Tier 2 accounts, which are marketed directly 

to students by financial institutions instead of a servicer.  

 

We agree that the following fee protections that the Department proposed for Tier 1 accounts are 

critical to protecting students’ financial aid accounts: 

 

Ensuring that students have convenient access to a fee-free ATM so students can 

reasonably expect funds to be available, including on days that Title IV aid funds are 

disbursed. It is critical that students be able to access their financial aid funds without incurring 

fees. The ATM network must be large enough to meet the cash demands of the student body, 

especially during high-demand periods. We also applaud the Department for prohibiting fees on 

any transaction on a fee-free ATM so that students can effectively manage their money by 

checking their balances on ATMs.  

 

Prohibiting fees levied at the account opening or within 30 days of Title IV aid 

disbursement. This reinforces the existing Cash Management Rule’s requirement that colleges 

cannot charge fees in order to receive their Title IV money. In the same vein, financial 

institutions should not be able to charge students fees in order to open an account for the deposit 

of Title IV funds.  

 

Prohibiting fees on point-of-sale transactions (that is, debit transactions using a PIN). Some 

campus prepaid card servicers steer students towards using the credit payment processing 

network (using a signature) instead of the debit payment processing network (using a PIN) 

during point-of-sale transactions by levying fees when users opt to use a PIN. These fees are not 

standard market procedure, so students may not take these expensive fees into consideration 

when selecting an account. We applaud the Department for ending this abusive practice and 

encourage the Department to broaden the prohibition to include any sort of steering to one 

payment network over another.  

 

Prohibiting overdraft fees. Woodstock Institute has long encouraged federal regulators to 

prohibit credit products on prepaid cards. We continue to believe that credit features, including 

overdraft products or services, undermine the value proposition of the prepaid card and can lead 

to abusive or predatory practices. These products change the intent of prepaid cards – loading 

money in advance and only spending the amount on the card – and are likely to lead to high fees 

that trap consumers in debt, particularly student consumers on limited budgets. The FDIC 



documented abusive overdraft practices by a major campus prepaid card servicer,
1
 so this 

provision is a necessary response to the industry’s track record of draining wealth from students 

through excessive overdraft fees.  

 

Ensuring that schools can cancel contracts as a result of student complaints or excessive 

fees that are not in the best financial interests of students. This provision importantly ensures 

that colleges are not trapped in long contracts with financial institutions that do not serve the best 

interests of students, but the Department should also require colleges to create a mechanism to 

collect and act on complaints from students.  

 

Unfortunately, Tier 2 accounts do not have all of the same fee protections as Tier 1 accounts. We 

urge the Department to expand all protections for Tier 1 accounts to Tier 2 accounts since both 

types of accounts, while marketed differently, are still mechanisms for receiving Title IV aid. In 

particular, the Tier 2 accounts should include bans on overdraft fees, point-of-sale fees, ATM 

fees, and fees levied in the first 30 days after aid disbursement.  

 

In addition to the protections included in the current proposed amendments, we urge the 

Department to expand the protections to include:  

 

Free access to account history. In line with the Consumer Financial Protection Bureau’s 

proposed rules regulating prepaid cards, campus prepaid card users should be able to access 

balances online or by phone for free, access account history online for free, and receive up to one 

free paper statement per month by request. This access would make it easier for students to 

effectively manage their money.  

 

Low opening deposit and minimum monthly balance requirements. Tier 1 and Tier 2 

accounts should not have minimum balance requirements that exceed $1 or opening deposit 

requirements that exceed $25. Students are often on limited budgets and are unlikely to be able 

to sustain high balances.  

 

Prohibitions on deposit advance products. While the current Cash Management rule prohibits 

the conversion of prepaid cards into “credit instruments,” the Department should clarify that this 

prohibition includes the linking of prepaid cards to abusive credit products, such as deposit 

advance products.  

 

Transparency 

 

We applaud the Department for requiring colleges to publish marketing contracts on their 

websites, provide copies of the contracts to the Department, and disclose data about revenue 

generated by marketing agreements, the number of accounts opened, and the average fees 

charged to student account holders in the previous year. This information will help students 

evaluate the accounts marketed by their colleges and compare them to other accounts so students 

can choose accounts that best meets their needs. We encourage the Department to study and 
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Wilmington, Delaware for Unfair and Deceptive Practices.” Federal Deposit Insurance Corporation press release. 

August 8, 2012.  



publicly report on the products offered to students to disburse Title IV funds in order to 

determine whether the products are safe and affordable for student consumers and to detect any 

emerging practices that could be harmful.  

 

Neutral marketing 

 

The marketing of both Tier 1 and Tier 2 accounts can impact students’ understanding of what 

account options are available for receiving federal aid disbursements. As reported by several 

regulatory agencies, including the Department’s Inspector General,
2
 schools, banks, and 

servicers have a history of engaging in aggressive marketing in order to steer students towards 

accounts involved in a marketing agreement with the school. In some cases, the marketing 

falsely implied that the account was the only option for receiving federal aid disbursements. In 

the proposed amendments to the Cash Management Rule, the school must present all options to 

students neutrally, with the student’s preexisting account listed first as the default option. 

Schools must tell students that they do not have to open any particular account in order to receive 

aid disbursements, and schools cannot make the disbursement process slower or more onerous 

for accounts not involved with marketing agreements. These reforms correct a history of 

deceptive practices and will help students shop for the best accounts that meets their financial 

needs.  

 

Thank you for the opportunity to comment on the proposed amendments to the Cash 

Management Rule. The amendments will result in broader choice and safer products for student 

consumers, but we urge the Department to further strengthen the rule so that financial institutions 

and colleges cannot exploit loopholes in the disbursement process. 

 

Sincerely, 

 

 

Katie Buitrago 

Director of Communications/Senior Policy and Research Associate 

Woodstock Institute 
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