


















































school. The Department, however, has taken no action on the Attorney General’s
application. In October 2018, a federal court ruled that the Attorney General “invoked the
administrative remedy of [ED’s] review process such that [ED] was required to
adjudicate the [group borrower defense] request.”’’ The court further ruled that the
Department cannot offset borrowers’ tax refunds or federal benefits while a borrower
defense application, including a group application submitted by an attorney general, is
pending with the Department.

a.
b.

How does FSA plan to comply with this ruling?

How many group discharge applications has the Department received from
attorneys general? Please provide a complete list of all such applications, the date
submitted, by whom, and identify the subject school/programs, and the number of
covered borrowers.

How many of the applications referenced above are pending? How many (if any)
have been granted? Which?

How many (if any) have been denied? Which?

For the years 2016, 2017, 2018, and 2019 how many borrowers covered by a
group discharge application are in default on their federal student loans?

For the years 2016, 2017, 2018, and 2019, how many loans of the borrowers
covered by a group discharge application have been certified by the Department
for Treasury offset?

For the years 2016, 2017, 2018, and 2019, how many borrowers covered by a
group discharge application have been subject to an administrative wage
garnishment order put in place by the Department?

For the years 2016, 2017, 2018, and 2019, what are the total dollar amounts of
federal student loans (interest and principal) covered by a group discharge
application from an attorney general?

For the years 2016, 2017, 2018, and 2019, what are the total dollar amounts
collected through the Treasury Offset Program on defaulted student loans covered
by a group discharge application from an attorney general?

7. How many pending claims are from students who attended Dream Center, ECA, or
Vaterott institutions, respectively?

The Student Debt Crisis

The weaknesses of FSA’s student loan servicer oversight and the failure to adequately
address shady for-profit colleges that survive off federal student aid funds do not represent the
only failures by FSA to address the challenges faced by millions of student loan borrowers.

Currently, there are 8.6 million borrowers in default on nearly $150 billion in federal
student loans, and over one million student borrowers defaulted in the past year alone.”® In 2015,
CFPB estimated that one in four borrowers are either in default on or are struggling to repay their
federal student loans, and current trends suggest that the number of borrowers in this status has

7 Order, Williams v. DeVos, Case No. 16-11949, Doc. 99 (D. Mass.)
8 Office of Federal Student Aid, “Federal Student Loan Portfolio,” December, 2017
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since increased.’® Notably, the majority of students who default do so within three years of
entering repayment, resulting in lifelong problems with their financial and credit health.®°

Student loan debt is a particular crisis for borrowers of color. Based on data from the
Department’s National Center for Education Statistics, Black students were nearly 15 percentage
points more likely to take out federal student loans and less likely to pay down debt than their
White peers.®! In fact, the median Black student owed more on their student loan balances 12
years after college than they owed the day they took out the original loans.*?

Student loan delinquencies, unlike other forms of debt, are increasing despite the strong
economy. 8 Moreover, the number of student borrowers in financial distress is growing, despite
the universal availability of income-driven repayment plans that allow borrowers to lower their
monthly payments to more affordable levels or even to zero dollars in many cases.®® These data
collectively point to one stark conclusion: the country is facing an urgent student debt crisis.

To understand your vision for addressing this crisis, as well as a number of specific
concerns I have had with FSA over the past year that contribute to the crisis, I have the following
questions:

1. Do you believe this country is facing a student loan crisis?
2. What are your top priorities to mitigate the student debt crisis?
3. What plans do you have to eliminate or significantly reduce loan delinquencies and

defaults? What are your specific numeric goals for reducing loan delinquencies and
defaults?

7 Consumer Financial Protection Bureau, “CFPB Concerned About Widespread Servicing Failures Reported by
us/newsroom/cfpb- wnurmd about-w lde%pltdd serwunu fdrlures reported by- student ]oan wers
8 Center for American Progress, “Who Are Student Loan Defaulters,” Ben Miller, December 14, 2017,
https://www.americanprogress.org/issues/education-postsecondary/reports/2017/12/14/44401 1/student-loan-
defaulters/.

8 Center for American Progress, “New federal data show a student loan crisis for African American borrowers,”
Ben Miller, October 16, 2017, https://www.americanprogress.org/issues/education/news/2017/10/16/44071 1/new-
federal-data-show-student-loan-crisis-african-american-borrowers/.
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8 Federal Reserve Bank of New York, “Household Debt Reaches New Peak Driven by Gains in Mortgage, Auto,
and Student Debt,” 2017, https://www.newvorkfed.org/microeconomics/hhde.html.

8 Executive Office of the President of the United States, “Investing in Higher Education: Benefits, Challenges, and
the State of Student Debt,” July 2016,

https://obamawhitehouse.archives.gov/sites/default/files/page/files/’20160718 cea student debt.pdf.
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4. Last week, the Wall Street Journal reported that FSA has entered into a contract with
McKinsey & Co. to assess the office’s student-loan portfolio, and the Department is
“weighing selling all or portions of the debt to private investors.”®> This would be an
unprecedented move on the part of FSA. Please provide an update on the status of this
proposal, including a justification for why this move would be in the best interests of
student loan borrowers.

5. Recent news reports indicate that staffing shortages at the FSA—specifically in the
Default Resolution Group (DRG) and the Debt Management and Collections System
(DMCS), may be hampering the ability of the office to provide proper and effective
customer service.*® What are your plans to increase staffing levels or otherwise address
these problems?

6. In 2016, FSA established an online feedback system to allow students, borrowers, and the
public to submit complaints about federal financial aid programs.®” The feedback system
is a critical tool for FSA to identify systemic problems and address its oversight
challenges I have outlined throughout this letter. However, recent changes to the system
have seemingly made it more difficult to report wrongdoing.®® For example, in February
2018 the Department removed the ability to anonymously report complaints of
“suspicious activity.” The Department has also prohibited individuals from filing
complaints regarding systematic problems, such as misleading recruiting or marketing or
even illegal financial aid practices or policies because these issues are not associated with
a specific individual. As a result of these changes, reports of suspicious activity have
dropped by nearly 20% over the course of the past year.*

a. How do you plan to improve the FSA Feedback System?

b. For the first time since the system’s creation, FSA has failed to post an end-of-
year-report for 2018. When do you plan to release this report?

¢. How do you plan to ensure that people, including people without an FSA use ID,
can anonymously report complaints of suspicious activity?

%5 The Wall Street Journal, “Trump Administration Hires McKinsey to Evaluate Student-Loan Portfolio,” Michelle
Hackman, Josh Mitchell, and Lalita Clozel, May 1, 2019, https://www.wsj.com/articles/trump-administration-hires-
mckinsey-to-evaluate-student-loan-portfolio-11556728033.
% The Washington Post, “Staffing Shortage at Education Department’s Loan Default Units Frustrates Struggling
Borrowers,” Danielle Douglas-Gabriel, March 21, 2019,
s://www.washingtonpost.com/education/2019/03/2 | /staffing-shortage-education-departments-loan-default-units-
frustrates-strugeling-borrowers/?utim_term=.001cebb88060; Forbes, “The Department of Education’s Loan Default
Unit is In Disarray,” Adam Minsky, February 25, 2019, https://www.forbes.com/sites/adamminsky/2019/02/25/the-
dept-of-educations-loan-default-unit-is-in-disarrav/#3bel ’
%7 Federal Student Aid, “FSA Feedback System Reports,” https://studentaid.ed.gov/sa/about/data- center/business-
info/feedback-system-reports.
% Letter from U.S. Senator Margaret Wood Hassan et. al., to ED Secretary Betsy DeVos, February 5, 2019,
https://www .hassan.senate.gov/imo/media/doc/CommentLetterEDNotice FSAFeedbackSystem. 190205.pdf.
¥ In FY 2018, there were 1,874 cases of suspicious activity reported. In FY 2017, there were 2,310 such cases. This
represents a decline of 18.9% of suspicious activity cases, compared to an increase of 119.9% in overall cases (17,
430 to 38,332) in the same period. Source: FY 2018 FSA Annual Report, pp. 86,
https://studentaid.ed.gov/sa/sites/default/files/FSA-FY-2018-Annual-Report-Final.pdf; FY 2017 FSA Feedback
System Annual Report, pp. 9, https://studentaid.ed.gov/sa/sites/default/files/fsawg/datacenter/library/Feedback-
Svstem-Report-2017.pdf.
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d. Will you ensure that individuals can file complaints regarding systematic
problems, such as misleading recruiting or marketing or even illegal financial aid
practices or policies because these issues are not associated with a specific
individual?

7. FSA recently presented a plan to staff to reorganize its leadership. The plan will
reportedly reduce the number of senior officials who serve on the FSA executive
committee and report directly to you. The plan will also create new “cross-functional
teams” led by project managers who would be “responsible for completely implementing
critical solutions.” Examples of these project teams include: borrower defense; Public
Service Loan Forgiveness; TEACH grants; data-sharing under Section 6103 of the tax
code; Consumer Financial Protection Bureau; and servicer oversight.”

a. Please provide detailed rationale for this reorganization, including how this
reorganization is in the best interest of borrowers and will improve servicer
oversight.

b. Please provide a detailed description of the responsibilities and objectives of each
project team, including the leadership of each team, major initiatives or projects
delegated to each team, and timelines for such initiatives or projects.

8. Last year, I sent Secretary DeVos a letter with 20 of my Senate colleagues and 40 of my
colleagues on the House of Representatives raising concerns regarding the specific
challenges facing students of color in the federal student loan system and calling on the
Department to take a series of steps to study and mitigate these challenges.”!

a. What are your specific plans to address the unique and pervasive student loan
crisis facing borrowers of color?

b. Will you create a task force at FSA to study the specific challenges facing student
loan borrowers of color and to propose policy solutions that help get borrowers of
color out of debt, dramatically reduce delinquencies and defaults among
borrowers of color, and eliminate the need for many of these borrowers to go into
debt in the first place?

c. Will you create a cross-functional project team at FSA to address the specific
challenges facing student loan borrowers of color?

9. Will you create a cross-functional project team at FSA to address the specific challenges
facing student loan borrowers in extreme financial distress, including borrowers who
have defaulted, have been forced to declare bankruptcy, or deal with wage garnishment
or administrative offset?

% PoliticoPro, “Trump Administration Reshuffles Federal Student Aid Office,” Michael Stratford, April 9, 2019,
https://subscriber.politicopro.com/education/article/20 19/04/trump-administration-reshuffles-federal-student-aid-
office-1340942.

1L etter from U.S. Senator Elizabeth Warren et. al., to ED Secretary Betsy DeVos, June 18, 2018,
https://www.warren.senate.¢ov/imo/media/doc/DeV0s%20Borrowers%200f%20Color®20Letter%20F INAL%206.1

3.18.pdf.
21



10. Will FSA report annual data on loan default rates, repayment rates, forbearance status,
and loan delinquency status, disaggregated by race, ethnicity, sex, loan type, loan
servicer, and school attended in an appropriate manner that protects borrower privacy?

Conclusion

You are the fourth person to lead FSA since the start of the Trump Administration. As
head of FSA—an office of over 1,200 federal employees—you are the primary federal
government official responsible for over a trillion dollars worth of federal student loans for tens
of millions of borrowers.”* Based on the massive size of this loan portfolio, FSA is essentially
the country’s fifth largest bank and the world’s largest student loan bank. Yet, FSA has
repeatedly failed borrowers and taxpayers. You have a great deal of work to do to improve FSA.

Since joining the Senate, I have consistently worked to hold FSA accountable to students,
borrowers, and taxpayers. I have laid out my own vision for reforming federal student loan
servicing through five fundamentals for student loan servicing reform that would improve
customer service, protect student borrowers, strengthen accountability, and ensure data
transparency.”” | strongly supported the previous Administration’s policies to improve student
loan servicing® and hold servicers accountable%—policies that Secretary DeVos almost
immediately tore up upon taking office.”

With both contactors’ and predatory for-profit colleges’ financial and profit incentives
pushing so hard in the opposite direction, it is imperative that FSA actively prioritize students
over contractors and for-profit colleges to protect the integrity of the federal student aid program
and the students it serves. You have a responsibility to hold student loan contractors and
predatory institutions accountable when they break the rules or mistreat borrowers, to ensure that
contractors provide borrowers with consistent and high-quality customer service, and to enforce
the rights of borrowers. To explain how you will take these actions, and how you plan to bring
desperately needed reform to FSA, I ask that you provide answer to all of the questions in this
letter in writing.

%2 U.S. Department of Education, Office of Federal Student Aid, “Federal Student Aid Strategic Plan FY 2012-16,”
December 2011, https://studentaid.ed.gov/sa/sites/default/files/fsawg/static/ew/docs/Five YearPlan 2012.pdf.

% U.S. Senator Elizabeth Warren, “Senator Warren calls on Department of Education to implement five
fundamentals to reform student loan servicing,” March 30, 2016,

https://www.warren.senate.gov/?p=press release&id=1093.

** Memorandum from ED Under Secretary Ted Mitchell to FSA COO James Runcie, “Policy Direction on Federal
Student Loan Servicing,” July 20, 2016,

https://www .help.senate.gov/imo/media/doc/Servicing%20Recompete%20Policy%20Memo.pdf

%> Memorandum from ED Secretary John King to FSA COO James Runcie, “Consideration of Past Performance in
Student Loan Servicing Recompete,” June 30, 2016, https:/sites.ed.gov/ous/files/2016/06/John-King-servicer-past-
performance-memo.pdf.

“® Memorandum from ED Secretary Betsy DeVos to FSA COO James Runcie, “Student Loan Servicer Recompete,”
April 11, 2017, https://www2.ed.cov/documents/press-releases/student-loan-servicer-recompete.pdf.
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We have to get this right. The financial lives of millions of Americans depend on it. I
look forward to working with you to protect and serve students—the real customers of the
federal student aid program.

Sincerely,

Elizabeth Warren
United States Senator

CC: The Honorable Betsy DeVos, Secretary of Education, U.S. Department of Education
Senator Lamar Alexander, Chairman, Senate HELP Committee
Senator Patty Murray, Ranking Member, Senate HELP Committee
Representative Bobby Scott, Chairman, House Committee on Education and Labor
Representative Virginia Foxx, Vice Chair, House Committee on Education and Labor
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