
December 11, 2024

The Honorable Rohit Chopra 
Director 
Consumer Financial Protection Bureau 
1700 G Street NW 
Washington, D.C. 20552

The Honorable Lina Khan
Chair
Federal Trade Commission 
600 Pennsylvania Avenue 
Washington, D.C. 20580 

Dear Director Chopra and Chair Khan: 

We write to share the alarming findings of our investigation1 into student loan lender and 
servicer Navient and the fraudulent, predatory student loans in its portfolio that should be 
canceled due to the its misconduct and under the Federal Trade Commission’s (FTC) Holder-In-
Due-Course Rule (“Holder Rule”).2 Navient has admitted it is responsible for canceling “all 
loans that meet the Holder Rule criteria,”3 but the convoluted process the company has set up for 
defrauded borrowers is flawed and may be improperly denying borrowers relief. We urge the 
CFPB and FTC to investigate this matter and act to ensure that Navient is complying with federal
law and providing relief to the defrauded borrowers harmed by its misconduct. 

In April 2024, we first wrote to Navient inquiring about a set of private, predatory student loans 
in its portfolio that the lender and servicer, formerly known as Sallie Mae, pushed onto students 
likely to default, colluding with fraudulent, for-profit colleges in exchange for a steady supply of 
federal and private loan borrowers.4 These loans may be eligible for cancellation due to 
Navient’s own misconduct and under the Holder Rule, which allows borrowers to raise the same 
claims and defenses against a loan holder that they could raise against the original seller of the 
good.5 In response, in May 2024, Navient stated that it is “committed to canceling all loans that 

1 Letter from Senators Warren, Markey, Merkley, Smith, Blumenthal, Sanders, Durbin, Wyden, and Welch to 
Navient, April 17, 2024, https://www.warren.senate.gov/imo/media/doc/2024.04.16%20Letter%20to%20Navient
%20on%20Cancelling%20Predatory%20Private%20Student%20Loans.pdf.
2 Id.
3 Letter from Navient to Senators Warren, Markey, Merkley, Smith, Blumenthal, Sanders, Durbin, Wyden, and 
Welch, May 8, 2024, p. 3., 
https://www.warren.senate.gov/imo/media/doc/navient_response_letter_on_holder_rule_may_8_2024_signed.pdf. 
4 Letter from Senators Warren, Markey, Merkley, Smith, Blumenthal, Sanders, Durbin, Wyden, and Welch to 
Navient, April 17, 2024, https://www.warren.senate.gov/imo/media/doc/2024.04.16%20Letter%20to%20Navient
%20on%20Cancelling%20Predatory%20Private%20Student%20Loans.pdf  .  

https://www.warren.senate.gov/imo/media/doc/navient_response_letter_on_holder_rule_may_8_2024_signed.pdf


meet the Holder Rule criteria.”6 However, Navient’s response failed to answer basic questions 
about its cancellation process and revealed that the process it has set up for defrauded borrowers 
is flawed, convoluted, and opaque, raising questions about Navient’s adherence to regulatory 
requirements.7 

In August 2024, we again wrote to Navient, demanding, once again, that the company share 
basic information about its cancellation process, and raising concerns that Navient may be 
improperly denying relief to defrauded borrowers.8 Navient responded to this follow-up letter on 
September 9, 2024, confirming many of our concerns.9 We write to share the results of our 
investigation with your agencies and urge you to take supervisory action, where necessary, to 
ensure Navient is complying with federal statute.

1. Only a Fraction of Navient’s Borrowers Who Attended For-Profit Colleges Have 
Been Sent School Misconduct Discharge Applications—and Navient Denies Relief to
80% of Those Who Apply. In its May 2024 letter to our offices, Navient claimed that it 
was “committed to canceling all loans that meet the Holder Rule criteria” and had rolled 
out a new, “enhanced” process for borrowers to seek discharge under the Holder Rule.10 
However, in its follow-up response in September 2024, Navient revealed that, to date, it 
had sent applications to only approximately 4,000 borrowers, even though at least 65,000 
of its borrowers had attended for-profit colleges.11 Likewise, while Navient estimates that
its portfolio includes $1.1 billion in outstanding balances taken out by borrowers to attend
for-profit colleges, it has only provided discharges representing approximately $8 million
in relief.12 To make matters worse, of the 1,000 applications that Navient has processed 
so far, Navient has rejected over 800.13 This 80% rejection rate is unacceptable, 
especially given that Navient conducts an “initial eligibility check” for “any borrower 
who contacts us about school misconduct issues…and an application is sent if the 

5 Id.; Federal Trade Commission, “Holder in Due Course Rule,” 
https://www.ftc.gov/legal-library/browse/rules/holder-due-course-rule. The Holder Rule, a broad rule dating to 
1975, and subsequently reaffirmed and updated numerous times by the Commission, allows borrowers to raise the 
same claims and defenses against a loan provider that they could raise against the original seller of the good or 
service.
6 Letter from Navient to Senators Warren, Markey, Merkley, Smith, Blumenthal, Sanders, Durbin, Wyden, and 
Welch, May 8, 2024, p. 3, 
https://www.warren.senate.gov/imo/media/doc/navient_response_letter_on_holder_rule_may_8_2024_signed.pdf; 
Letter from Senator Warren, Congresswoman Dean, and Over 30 Lawmakers to Navient, August 8, 2024, 
https://www.warren.senate.gov/imo/media/doc/warren_follow-
up_letter_to_navient_recancellationofpredatoryprivatestudentloans.pdf.
7 Id. 
8 Letter from Senator Warren, Congresswoman Dean, and Over 30 Lawmakers to Navient, August 8, 2024, 
https://www.warren.senate.gov/imo/media/doc/warren_follow-
up_letter_to_navient_recancellationofpredatoryprivatestudentloans.pdf. 
9 Letter from Navient to Senators Warren, Markey, Merkley, Smith, Blumenthal, Sanders, Durbin, Wyden, and 
Welch, May 8, 2024, 
https://www.warren.senate.gov/imo/media/doc/navient_response_letter_on_holder_rule_may_8_2024_signed.pdf.
10 Id., p. 3.
11 Letter from Navient to Senator Warren, Congresswoman Dean, and Over 30 Lawmakers, September 9, 2024, p. 3,
https://www.warren.senate.gov/download/navient-response-to-warren_-9/2024.
12 Id., pp. 2-3.
13 Id., p. 3.
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borrower’s loan type and school type may qualify.” 14 This means that Navient is rejecting
80% of borrowers hand-selected as potentially eligible for cancellation under the Holder 
Rule, leaving a fraction of Navient’s borrowers who attended predatory, for-profit 
colleges with the relief that they deserve.

2. Navient’s School Misconduct Discharge Application is Unnecessarily Burdensome 
and Confusing. Navient’s school misconduct discharge application is inordinately 
lengthy and complex, making it intimidating and difficult for borrowers to seek relief.15 
The 12-page application asks questions seemingly designed to inappropriately disqualify 
applicants, such as when wrongdoing was discovered, and requires borrowers to include 
individualized documentation such as “correspondence from the school…, marketing 
materials, advertisements, course catalogs, manuals, school web messaging,” and other 
products—all from loans that may be more than two decades old.16 The application 
threatens borrowers with “perjury” for providing incomplete information.17 It asks 
borrowers if the court has awarded a “favorable judgment against” their school, and if so,
to attach the court order and other relevant documents to the application.18 It requires a 
narrative explanation of “how [the borrowers’] life has been impacted by” the fraudulent 
loans and an explanation of “why” the misleading information that the school concealed 
or omitted from the borrower was important to them at the time of their application.19  It 
even demands that borrowers submit an “up-to-date job history.” These conditions are 
unnecessary and impractical—for instance, the Department of Education has routinely 
provided group discharges to borrowers defrauded by predatory schools without requiring
borrowers to produce individualized evidence20—and are preventing thousands of 
borrowers from obtaining the relief they deserve.

3. Navient’s Rationales for Denials Are Opaque and Its Appeals Process is Insufficient,
Making it Impossible for Borrowers to Exercise Their Rights. For the borrowers who 
are able to complete discharge applications and are rejected for relief, Navient provides 
insufficient information to borrowers about these rejections. For example, according to 
the New York Times, one student who attended American InterContinental University—
a school cited by the Federal Trade Commission for “deceptive recruiting tactics”21—had 

14 Id. 
15 Letter from Senators Warren, Markey, Merkley, Smith, Blumenthal, Sanders, Durbin, Wyden, and Welch to 
Navient, April 17, 2024, p. 5, https://www.warren.senate.gov/imo/media/doc/2024.04.16%20Letter%20to
%20Navient%20on%20Cancelling%20Predatory%20Private%20Student%20Loans.pdf  .  
16 See: Appendix A.
17 Id.
18 Id.
19 Id.
20 Student Borrower Protection Center, “Delivering Distress: How Student Loan Companies Cheat Borrowers Out of
Their Rights,” October 2023, p. 53, https://protectborrowers.org/wp-content/uploads/2023/10/Delivering-Distress- 
Report.pdf.
21 New York Times, “There’s a Program to Cancel Private Student Debt. Most Don’t Know About It,” Stacy 
Cowley, May 30, 2024, https://www.nytimes.com/2024/05/30/business/navient-private-student-loan-debt.html; 
Federal Trade Commission, “FTC Sends Nearly $30 Million in Refunds to People Tricked into Enrolling by School 
Operator’s Lead Generators,” June 9, 2021, https://www.ftc.gov/news-events/news/press-releases/2021/06/ftc-
sends-nearly-30-million-refunds-people-tricked-enrolling-school-operators-lead-generators.
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his federal loans canceled through the Department of Education’s borrower defense 
program. But when the borrower sought relief on the private loans he took out from 
Navient to attend American InterContinental through Navient’s school misconduct 
discharge application form, “he received a denial notice [that] said Navient ‘carefully 
considers a variety of factors in determining whether a private loan should be discharged’
but did not specify why his claim was rejected.”22

When borrowers dispute or appeal the rejection, Navient’s response, per screenshots 
obtained by Senator Warren’s office, merely states: “Because we review each application
holistically, it is not possible to identify specific criteria that caused your application to 
be denied.”23 Thus, it appears that Navient is providing borrowers who may be eligible 
for cancellation under the Holder Rule with insufficient explanation and options for 
recourse when they are denied, making it difficult for borrowers to exercise their rights. 

4. Navient Appears to be Making Incorrect Categorical Determinations About Which 
School and Loan Types Are Eligible for Cancellation Under the Holder Rule. In our 
August letter to Navient, we expressed concern that Navient was incorrectly and 
categorically denying discharges on certain loan and school types under the Holder Rule. 
In its September response, Navient confirmed these suspicions, indicating that the 
company believes that “the Holder Rule does not apply to (1) private student loans for 
borrowers attending nonprofit institutions, (2) direct-to-consumer loans, or (3) refinanced
student loans.”24 In fact, Navient refuses to even send an application to borrowers who 
have an “ineligible loan or school type” in the servicer’s estimation.25 

We have serious doubts about Navient’s categorical denial of applications involving 
these loan types. As the Project on Predatory Student Lending (PPSL) explains, the 
Holder Rule applies to all consumer loans where there is a sufficient connection between 
the seller of the services and the creditor of the loan.26 In those instances, irrespective of 
the type of loan involved—whether a direct-to-consumer loan or a Navient loan that has 
been refinanced into another Navient product27—Navient should not be engaging in 
blanket rejections. Furthermore, as the FTC has recently explained, “both judicial 
decisions and Commission precedent recognize that not all entities claiming tax-exempt 
status as nonprofits fall outside of the Commission’s jurisdiction,” particularly where 
there is not “an adequate nexus between an organization’s activities and its alleged public
purposes” and its net proceeds are not “devoted to recognized public, rather than private, 

22 New York Times, “There’s a Program to Cancel Private Student Debt. Most Don’t Know About It,” Stacy 
Cowley, May 30, 2024, https://www.nytimes.com/2024/05/30/business/navient-private-student-loan-debt.html. 
23 Letter from Senator Warren, Congresswoman Dean, and Over 30 Lawmakers to Navient, August 8, 2024, p. 4, 
https://www.warren.senate.gov/imo/media/doc/warren_follow-
up_letter_to_navient_recancellationofpredatoryprivatestudentloans.pdf; See: Appendix B.
24 Letter from Navient to Senator Warren, Congresswoman Dean, and Over 30 Lawmakers, September 9, 2024, p. 4,
https://www.warren.senate.gov/download/navient-response-to-warren_-9/2024.
25 Id., p. 3.
26 Project on Predatory Student Lending, “Responses to Navient’s Arguments About the Scope of the Holder Rule,” 
memo, October 21, 2024, https://static1.squarespace.com/static/62d6e418e8d8517940207135/t/
6759f1784fea6a60dc2e1fcb/1733947768555/PPSL+Navient-Holder+Rule+Memo+Updated.pdf.
27 Earnest, “Refinance Student Loans,” https://www.earnest.com/refinance-student-loans.
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interests.”28 Given this authority, it is possible that Navient is denying relief to students 
who attended certain fraudulent, nominally not-for-profit colleges, when those schools 
are, indeed, governed by the FTC’s Holder Rule. 

5. Navient’s Misconduct Alone Provides a Basis for Loan Cancellation. The Holder 
Rule is not the only basis under which Navient is liable for cancelling these loans: 
Navient’s “widespread, unfair, deceptive and abusive student loan servicing practices and
abuses in originating predatory student loans” has been deemed independent grounds for 
cancellation.29 Yet, Navient told our offices that “private student loans…are made in good
faith, with the expectation that students will graduate, obtain employment, and pay off 
their loans without hardship.”30 In doing so, Navient completely ignored the role it played
in originating the loans. In fact, Navient knew that borrowers were likely to default, and 
to protect themselves, they negotiated recourse and credit enhancement agreements with 
these predatory institutions.31  While Navient laments that “[i]t is unfortunate that some 
schools misled their students,”32 these agreements show that Navient knew and expected 
that these students would have poor outcomes. Navient has also refused to conduct a 
group discharge for defrauded borrowers, stating, “[t]he Holder Rule also does not 
provide blanket loan cancellation. Rather, it is a mechanism for loan cancellation where, 
among other requirements, harm is demonstrated by the borrower and the borrower’s 
claim is timely asserted.”33 But there is nothing that forbids Navient from providing group
discharge using the information that it has; in fact, the U.S. Department of Education has 
used a group discharge process to “wipe out more than $18 billion of fraudulent and 
predatory debt from for-profit schools34 since June 2021. Navient should cancel all of the 
private fraudulent debts for borrowers who have been harmed by its misconduct, all of 
whom the company is able to identify without an application.

It has been decades since Navient originated many of these predatory student loans, and some 
defrauded borrowers are now repaying triple their original loan amount due to subprime interest 
rates on loans that should have never been originated in the first place.35 It is disgraceful that 
Navient appears to be evading its responsibility to cancel this fraudulent debt by rejecting 80% 
of applicants, inaccurately determining which loan and school types are eligible for cancellation, 

28 Federal Register, “Federal Trade Commission, 16 CFR Parts 910 and 912,” May 7, 2024, p. 38357, 
https://www.govinfo.gov/content/pkg/FR-2024-05-07/pdf/2024-09171.pdf.
29 Navient Multi-State Settlement, “39 State Attorneys General Announce $1.85 Billion Settlement with Student 
Loan Servicer Navient,” January 13, 2022, https://www.navientagsettlement.com/Home/portalid/0.
30 Letter from Navient to Senator Warren, Congresswoman Dean, and Over 30 Lawmakers, September 9, 2024, p. 4,
https://www.warren.senate.gov/download/navient-response-to-warren_-9/2024. 
31 Illinois. v. Navient Corp., Attorney No. 99000 (Chicago, IL), complaint, 
https://dig.abclocal.go.com/wls/documents/Navient%20Complaint.pdf.
32 Id. 
33 Id., p. 2. 
34  Student Borrower Protection Center, “Delivering Distress: How Student Loan Companies Cheat Borrowers Out 
of Their Rights,” October 2023, p. 53, https://protectborrowers.org/wp-content/uploads/2023/10/Delivering-
Distress-Report.pdf.
35 New York Times, “There’s a Program to Cancel Private Student Debt. Most Don’t Know About It,” Stacy 
Cowley, May 30, 2024, https://www.nytimes.com/2024/05/30/business/navient-private-student-loan-debt.html.
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providing insufficient information when it does reject borrowers, and neglecting its responsibility
to cancel all private fraudulent debts based on the Holder Rule and Navient’s misconduct. 

We appreciate the work that the Consumer Financial Protection Bureau has already done to hold 
Navient accountable—including by reaching a landmark settlement with Navient in September, 
which delivered $100 million in relief to borrowers and permanently blocked Navient from the 
federal student loan system.36 However, based on the findings of our investigation, we are 
concerned that Navient’s cancellation process for borrowers who attended predatory, for-profit 
schools is flawed and opaque and potentially violates federal consumer protection law. We ask 
your agencies to use their supervisory and enforcement authority to ensure Navient is delivering 
borrowers the relief they are entitled to under the Holder Rule and due to Navient’s own 
misconduct. 

Sincerely,

Elizabeth Warren
United States Senator

Madeleine Dean
Member of Congress

Jeffrey A. Merkley
United States Senator

Betty McCollum
Member of Congress

Ron Wyden
United States Senator

Sylvia R. Garcia
Member of Congress

36 Consumer Financial Protection Bureau, “CFPB Bans Navient from Federal Student Loan Servicing and Orders 
the Company to Pay $120 Million for Wide-Ranging Student Lending Failures,” September 12, 2024, 
https://www.consumerfinance.gov/about-us/newsroom/cfpb-bans-navient-from-federal-student-loan-servicing-and-
orders-the-company-to-pay-120-million-for-wide-ranging-student-lending-failures/.
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Tina Smith
United States Senator

Dwight Evans
Member of Congress

Richard Blumenthal
United States Senator

Seth Moulton
Member of Congress

Peter Welch
United States Senator

Rashida Tlaib
Member of Congress

Bernard Sanders
United States Senator

Nikema Williams
Member of Congress

Barbara Lee
Member of Congress

Alma S. Adams, Ph.D.
Member of Congress

James P. McGovern
Member of Congress

Delia C. Ramirez
Member of Congress

Summer L. Lee
Member of Congress

Bennie G. Thompson
Member of Congress
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Pramila Jayapal
Member of Congress

Greg Casar
Member of Congress

Frederica S. Wilson
Member of Congress

Alexandria Ocasio-Cortez
Member of Congress

Raúl M. Grijalva
Member of Congress

Jamie Raskin
Member of Congress
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Appendix

Appendix A. Screenshots of Navient School Misconduct Discharge Application 
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Appendix B. Screenshots of Navient School Misconduct Denial Notices

Image 1. Navient School Misconduct Discharge Request Denial Notice 
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Image 2. Navient School Misconduct Discharge Denial Appeal Response 
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