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August 2024

The Department of Financial Protection and Innovation (DFPI) is pleased to pub-
lish its 2023 Annual Report of the Student Loan Ombudsman, as required by
Chapter 4 of the California Student Borrower Bill of Rights (Cal. Civ. Code section
1788.104). In 2020, Governor Gavin Newsom signed Assembly Bill 376, also known
as the California Student Borrower Bill of Rights (Student Borrower Bill of Rights),
into law.

The Student Borrower Bill of Rights established extensive protections and rights
for Californians with student loans, as well as the Student Loan Servicing Om-
budsperson (Ombudsperson) position within the DFPI. This report covers all DFPI
activity coordinated by the Ombudsperson in the calendar year reporting cycle,
January 1, 2023, through December 31, 2023, with information about student loan
complaints, borrower inquiries, and other DFPI oversight activities. The report
also includes information about the ongoing Back on Track campaign, including
education and outreach activity of the Ombudsperson.

In 2023, the Ombudsperson and DFPI continued supporting borrowers through
the many transitions, by working with them directly to help them resolve issues
with their loans, student loan servicers, and Federal Student Aid (FSA) which is a
division of the U.S Department of Education (ED). The Ombudsperson and DFPI
continued conducting strategic education and outreach throughout the State of
California. The Ombudsperson continued collaborating with other state agencies
and federal regulators, including ED, to monitor updates, share information, and
explore ways to better serve and protect Californians. The Ombudsperson con-
tinued establishing partnerships to promote the DFPI, Ombudsperson Office, and
the new Student Loan Empowerment Network (SLE Network).

| hope you find the report informative and useful. Please do not hesitate to con-
tact KC Mohseni, Chief Deputy Commissioner, with questions or concerns. The
report can also be found on the DFPI| website.

Sincerely,

Clothilde V. Hewlett, Commissioner
Department of Financial Protection and Innovation



https://dfpi.ca.gov/publications/#reports

Executive
Summary

After nearly four years of a federal stu-
dent loan payment pause, millions of bor-
rowers resumed student loan payments
in the Fall of 2023. These borrowers faced
daunting challenges in returning to re-
payment as millions were transferred to
new student loan servicers during the
payment pause, causing changes or dis-
crepancies to their accounts, payment
plans, and monthly payment amounts.
Many borrowers left school during the
payment pause and were entering repay-
ment for the first time. Moreover, many
borrowers reported they were simply not
financially prepared to start repayment.

To alleviate some of the burden, ED an-
nounced a new Income-Driven Repay-
ment (IDR) plan, the Saving on a Valuable
Education (SAVE) plan. SAVE was pro-
moted as the most affordable repayment
plan and was available to borrowers with
Direct loans, except those made to parent
borrowers. Additionally, ED announced

the temporary on-ramp period from
October 1, 2023, through September 30,
2024, which would prevent the worst
consequences of missed, late, or partial
payments, including negative credit re-
porting for delinquent payments for those
who didn't immediately make payments.

Currently, there are approximately 4 mil-
lion Californians who hold $148 billion in
federal student loan debt. Most of the
debt in California is held by borrowers
ages 35-49 years of age. However, there
are approximately 800,000 Californians
50 years or older that hold $35 billion in
student loan debt. In November 2023, ED
released nationwide data that revealed
that more than half of the 1.48 million
borrowers, aged 62 and older have loans
more than 15 years old and that one in
three is currently in default. This means
that this vulnerable age group, which may
be more financially insecure, is struggling
to manage their debt and the longer they



hold the debt the higher risk of default
they have. Current federal initiatives, the
One-Time IDR Adjustment and Fresh Start
programs, were created to help these
borrowers. However, many borrowers are
confused about or unaware of these pro-
grams.

Another borrower group which continues
to be left out of current initiatives are Di-
rect Parent Plus borrowers who take out
federal loans for their children’s under-
graduate education. Parent Plus debt has
continued to rise and nationwide there
are almost 4 million borrowers with $109
billion in Parent Plus loans. These loans
have higher interest rates, no annual or
aggregate limits, qualify for the least af-
fordable IDR plans, and are ineligible for
the new SAVE plan. In the past decade,
more low-income families, especially
Black and Latino/a parents, are dispro-
portionately taking out Parent Plus loans
to fund their children’s education.

In 2022, the Ombudsperson formalized
a student loan referral process with the
Department of Justice and the Bureau of
Private Postsecondary Education (BPPE)
Office of Student Aid Relief (OSAR), as
required by AB 376. In 2023, the Om-
budsperson and the DFPI have continued
to collaborate with both agencies to in-
crease the effectiveness of the complaint
process.

The annual report and data presented in
this publication are unaudited and cover
the Ombudsperson activities in the calen-

dar year reporting cycle, January 1, 2023,
through December 31, 2023.

2023 Highlights

» The Ombudsperson facilitated more
than $1.39 million in borrower-report-
ed Public Service Loan Forgiveness
(PSLF).

* The Ombudsperson facilitated more
than $120,000 in other categories of
borrower-reported federal student
loan forgiveness.

« The DFPI Consumer Services Office
(CSO) received 221 complaints related
to student loan servicers, a 29 percent
increase from 2022.

« The Office of Public Affairs partici-
pated in 41 student loan workshops,
webinars, and conferences.

« The DFPI's Back on Track statewide
communications campaign generat-
ed over 153 million impressions and
555,000 website visits through the
Back on Track Campaign since the
launch in 2022.

« The Office of Public Affairs launched
the Student Loan Empowerment Proj-
ect grant program.


http://disproportionately taking out Parent PLUS loans
http://disproportionately taking out Parent PLUS loans

The Student Borrower
Bill of Rights

The Student Borrower Bill of Rights re-
quires that servicers work in the best fi-
nancial interest of borrowers and requires
that they provide accurate information
to borrowers about their repayment
and forgiveness options. Additionally, it
requires servicers to post, process, and
credit student loan payments within
certain timeframes, apply overpayments
consistent with the best financial interest
of the borrower, apply partial payments to
minimize late fees and negative credit re-
porting, maintain records, timely process
paperwork, and diligently oversee any
service providers. The Student Borrower
Bill of Rights provides a private right of
action so borrowers can sue a servicer to
recover or obtain actual damages, resti-
tution, punitive damages, and attorney's
fees for violations.

About the DFPI

The Department of Financial Protection
and Innovation protects consumers,
regulates financial services, and fosters
responsible innovation. DFPI protects
consumers and fosters trust by regulating
companies and individuals offering finan-
cial products and services, including stu-
dent loan-related products and services.

Under the Student Loan._Servicing Act
(SLSA), the DFPI has held licensing au-
thority over certain student loan servicers

since 2016. To build on SLSA, in 2019, As-
semblymember Mark Stone introduced
Assembly Bill 376, the California Student
Borrower Bill_of Rights. The Student Bor-
rower Bill of Rights created a compre-
hensive legal framework with clear rules
of the road for student loan servicers op-
erating in California. Governor Newsom
signed the Student Borrower Bill of Rights
on September 25, 2020, and the law be-
came effective on January 1, 2021. It is one
of the most significant and strongest bor-
rower protections in the nation.

Chapter 4 of the Student Borrower Bill of
Rights establishes the role of the Student
Loan Servicing Ombudsperson (Ombud-
sperson) to work within the DFPI. The
Ombudsperson works with different pro-
grams within the DFPI, including the Stu-
dent Loan Servicing program, Consumer
Services Office, Public Affairs, Legal, and
Enforcement divisions to continue sup-
port for Californians navigating the on-
going policy developments in the student
loan space.

The Ombudsperson meets routinely with
Federal Student Aid, a division of ED, and
state regulators to discuss policy chang-
es, borrower trends, state initiatives, and
obtain guidance and support from fed-
eral officials. The Ombudsperson mon-
itors borrower complaints received and
referred from Consumer Services Office
(CSO) and serves as a liaison between
CSO and student loan servicers as need-
ed. This is the second year the Ombud-
sperson has occupied this role.


https://leginfo.legislature.ca.gov/faces/billTextClient.xhtml?bill_id=201520160AB2251
https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201920200AB376
https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201920200AB376

Student Loan
Borrower
Complaints

In August 2023, the DFPI launched a new complaint portal to improve how consumers
report complaints and how the DFPI tracks complaint data. The new portal captures product
type, complaint type, age of the affected party and whether the affected party is a military
servicemember. The 2023 Annual Report of the Student Loan Ombudsman discontinues
previously reported complaint types and uses the new reporting structure’.

2023 Complaint Types
Payment issues
Loan servicing
Fraud/scam
Account issues
Customer service issues
Credit reporting

Unethical behavior/tactics

40 60 80

o
N
o

"Product type and complaint (sub)types are subject to change as needs are identified.

Inconsistencies between some counts and percentages among the data included in the report are due to rounding.



2023 Complaint Types (continued from page 5)

Attempts to collect debt not
owed (debt was paid, ...)

Agreement, contract,
and disclosure issues

Need information about your
loan balance or loan terms

Customer dissatisfaction

Other

Received bad information
about your loan

Unlicensed/unregistered
activity or securities

Fee issues
Loan payoff

Mishandled transaction

Information belongs to
someone else

Advance/disbursement
issues

Education provider issues

COVID-19

o

In 2023, the DFPI received 221®> com-
plaints related to student loan servicers, a
29 percent increase from 2022. Of the 221
complaints, 41.6 percent were complaints
related to "Dealing with your Servicer,
13.1 percent were related to “Payment
Issues,” and 12.7 percent were related to
“Loan Servicing”.

In this analysis, "Dealing with your Ser-
vicer" refers to complaints “centered
around the servicers actions or handling
of the loan(s) or the quality of service pro-
vided to the borrower”. Of the 92 com-
plaints categorized as "Dealing with your
Servicer,” 38 percent of those were related

—

N

to the servicer not properly maintaining
account records and 14.1 percent were
related to the servicer not processing pa-
perwork in a timely manner.

"Payment Issues” refers to issues “around
financial hardship such as loss of income,
reduced ability to repay, or financial hard-
ship experienced by the borrower” For
this report, this extends to complications
that arise during financial transactions
such as debited funds early, overpay-
ments, incorrect accounts, and fees. Of
the 29 complaints categorized as “Pay-
ment Issues,” 79.3 percent of those were
related to how payments were handled.

2A total of 99 complaints received through the legacy system were manually coded for a Complaint Type utilizing new system Complaint
Type categories. Complaint types reported in this section are subject to change in the 2024 report.



Dealing With Your Servicer Subtypes

/ 2 (21%)
1(1%) 3 (3.2%)

Servicer did not properly maintain
my student loan account records 4 (4.3%)
Servicer does not process
paperwork in a timely manner
4 (4.3%)

Servicer is not responding to my

requests or will not work with me 3 5 (3 8 %)

Servicer provided incorrect
information

6 (6.5%)

Servicer did not give me military/public
service/disability benefits | am owed

Servicer put my loan in the
wrong repayment plan

13 (14.1%)

Payment Issues Subtypes

1(3%)

How pgyments are
3 (1 o%) being handled

Can't decrease my
monthly payments

Incorrect information
on credit report

Can't get flexible
payment options

2 3 ( 7 9 - 3 % ) Inaccurate, incomplete, or

incorrect information



Other reported payment issues included
being unable to decrease monthly pay-
ments, incorrect information on a credit
report, being unable to secure flexible
payments, and inaccurate, incomplete, or
incorrect information.

"Loan Servicing” refers to specific
actions processed such as deferments
and forbearances, late payments, loan
transfers, debt consolidation, etc. Of
the 28 complaints categorized as “Loan
Servicing”, 53.6 percent were “servicer
did not give me military/public service/
disability benefits | am owed". Other loan
servicing issues includes repayment terms
and inaccurate statements.

Product Types

With the implementation of DFPI's new
complaint portal in August 2023, DFPI
now identifies the Product Type related to
the complaint during business processing.
Of the 122 complaints regarding student
loan-related product types received
through the new complaint portal, 119
complaints were related to Student
Loan Servicer products, with 79 of those
complaints focused on aspects of dealing
with the servicer itself, and another 25
related to payment issues.



As new products type categories are added to the system for business processing needs,
future reports may reflect new product type categories.

Product Types and Complaint Types

Dealing with your servicer

Payment issues

Fraud/scam

Account issues

Student loan servicer

Fee issues

Received bad information
about your loan

Need information about your
loan balance or loan terms

Information belongs
to someone else

Customer dissatisfaction
Student debt relief

Fraud/scam

= D N T T N R

Dealing with servicer Education financing — ISA

o
—
o

20 30 40 50 60 70



Complaint Outcomes

Of the 221 complaints in 2023, 92.8 percent (205) were closed, and 5.4 percent (12) were
referred to the Enforcement Division. The remaining complaints were pending a response
from the subject of the complaint, the consumer, or in an internal review as of December
31, 2023. Compared to 2022, there was a 47 percent increase in closed complaints, a 52
percent decrease in the number of cases referred to enforcement, and pending complaints
decreased by 57 percent. Closed and abandoned complaints decreased by 94 percent.
Positive outcomes can be attributed to the Federal Student Aid (FSA) Ombuds Office and
FSA's vendor oversight guidelines, updated in December 2022, that eliminated the need
for federal authorization forms allowing the DFPI to process more complaints, improve
complaint processes, and make system enhancements.

2023 Complaint Status
\1 (0.4%)

3 (1.3%)

Closed 12 (5-4%)

Referred to Enforcement

Pending

Informational

205 (92.8%)

The Closed category includes: Closed — Resolved, Closed — After Preliminary, Closed —
Abandoned, Closed — Referred to Another Agency, Closed, Closed — Third Party Complaint,
and Closed - No Action.

The Pending category includes: Pending — Rebuttal Response, Pending — Response from
within DFPI, and Pending — Response from Subject.

10



Organizations

Of the 221 complaints received by DFPI, 80.5 percent (178) pertained to five organizations.
The Missouri Higher Education Loan Authority (MOHELA) accounted for 37.1 percent of
complaints and Nelnet Servicing, LLC, accounted for 18.1 percent. Eight complainants had
between 2 and 7 complaints, while 14 complainants had 1 complaint each. One com-
plainant had a non-applicable subject. The top three complaint types for MOHELA related
to dealing with the servicer, loan servicing, and payment issues. The top three complaint
types for Nelnet Servicing, LLC related to dealing with the servicer, payment issues, account
issues, and credit reporting.

Age of Affected Party

Of the 122 complaints submitted through the new portal since August 2023 51 of the
affected parties were between 35-44 years old and 25 were between 25-34 years old. This
aligns with previously reported findings by the Federal Student Loan Portfolio (Office of
Federal Student Aid, 2024)3.

Age of Affected Party
35-44
25-34
45-54

62+
55-61

18-24

Declined to
answer

®The office of Federal Student Aid. (2023). Income-Driven Portfolio by Age. Enterprise Data Warehouse.



Military Servicemembers

With the new portal launch in 2023, the DFPI now collects information about a com-
plainant's military affiliation, whether they were on active duty, and their military branch,
to gain deeper insights into military servicemembers experiences. Only four complainants
were military servicemembers. None of the four complainants reported military branch.

12



Student

Loan Borrower

Inquiries

In addition to formal complaints received
and processed by the Consumer Services
Office, the Ombudsperson also engages
with Californians by responding to ques-
tions about student loans, student loan
forgiveness programs, repayment plans,
and new initiatives. In 2023, the Ombud-
sperson processed a total of 634 borrow-
er inquiries from 625 unique borrowers,
representing a 42 percent decrease in
inquiries and a 36 percent decrease in
unique borrowers from 2022. Inquiries
containing multiple questions or inquiry
types were treated as separate inquiries
in the graph below. Twenty-two percent
(137) of inquiries received were regarding
the Public Service Loan (PSLF) program
and 14 percent (91) were general inquiries.

Approximately one third of inquiries (224)
were related to relief and forgiveness pro-

13

grams, such as the PSLF, Borrower De-
fense Discharge, and Biden Administra-
tion relief programs. Only new inquiries
are reported. The Ombudsperson also
fielded numerous follow-up contacts
from initial inquiries that were received in
2022.

Inquiry Contact Method

Most of the 2023 inquiries came from
DFPI's Back on Track webpage or the Om-
budsperson email inbox. Other inquiries
included the DFPI Outreach email inbox,
DFPI Public Affairs email inbox, DFPI Con-
sumer Services Office email inbox, and
telephone calls.



Inquiry Types

PSLF

—

37

General inquiry

Repayment options

General forgiveness options
Borrower defense discharge

Private loans

00
(0]

Non-student loan inquiry
Servicer issue
Fraud/scams

SAVE

IDR adjustment

Biden Relief

Default

Fresh Start

Covid Forbearance

Total Permanent
Disability Discharge

FSA tech issue

Teacher loan forgiveness
Navient settlement
School

Forgery discharge
Closed school discharge

Bankruptcy

_—-
a-zﬁﬁmasaaaaHEE!!

False certification discharge

o
w
o

60 90 120
Inquiry Contact Method

400  p—
300 j—

200

100 | 49
12 19

Back on Track Direct SLO Phone Outreach DFPI General
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Referred Inquiries

While most inquiries received were an-
swered directly by the Ombudsperson,
some were referred to either DFPI's Con-
sumer Services Office (CSO) or another
agency for formal complaint filing or
resolution. Of the 634 borrower inquiries
in 2023, 68 were referred out. Of those,
49 were referred internally to CSO for
suspected servicer or school violations
and for consumers to obtain account/
loan information, 13 to Federal Student Aid
(FSA) for student financial assistance, five
to Office of Student Assistance and Relief
(OSAR) for Student Loan Recovery and
transcripts or veteran services, and one to
the Bureau of Private and Postsecondary
Education (BPPE)'s Investigations Unit for a
private institution complaint®.

Referred Inquiries

50

30 —

20 —

CSO-DFPI

In addition to tracking inquiries and com-
plaints, the Ombudsperson began tracking
self-reported forgiveness from borrowers.
In 2023, the Ombudsperson facilitated
$1.39 million (12 individuals) in loan for-
giveness through the Public Service Loan
Forgiveness (PSLF) program and more than
$120,000 (2 individuals) in loan forgiveness
through qualification under the Total/Per-
manent Disability (TPD) program and In-
come-Driven Repayment (IDR) plans.

Approximately one third of inquiries (224)
were related to relief and forgiveness pro-
grams, such as the PSLF, Borrower Defense
Discharge, and Biden Administration relief
programs. Only new inquiries are reported.
The Ombudsperson also fielded numerous
follow-up contacts from initial inquiries
that were received in 2022.

OSAR BPPE

*OSAR and BPPE are reported separately to highlight consumer assistance needs.



Back on Track
Campaign

In August 2022, the DFPI launched the
Back on Track statewide communications
campaign which was funded by a one-
time appropriation of $2.75 million in the
2022-2023 California state budget. The
campaign was executed in three phases
and consisted of messaging related to
DPFI resources, federal repayment re-
start, the Biden Administration One-Time
Debt Relief program, Public Service Loan
Forgiveness waiver program, and student
debt relief scams. The campaign included
resources in English and Spanish.

During the past two years, student loan
borrowers have experienced unprece-
dented regulatory changes, uncertainties,
and challenges within the federal loan
landscape. In August 2022, ED announced
the Biden Administration's One-Time
Debt Relief of up to $20,000 for certain
borrowers. After the relief announce-
ment, 26 million borrowers submitted
applications for debt relief. However,

16

in June 2023, the U.S. Supreme Court
blocked the debt relief initiative delivering
a staggering blow to millions who were
counting on the debt relief. Additionally,
ED announced the end of the COVID-19
emergency payment pause.

Following the announcement of the U.S.
Supreme Court to block the Biden Admin-
istration One-Time Debt Relief program
and the final payment pause extension,
the campaign relaunched. The campaign
focused on contextual targeting to cap-
ture people engaged in the topic and to
lookalike audiences, an industry term that
describes a customized advertising au-
dience that can be used to reach people
that are similar to current customers. The
goal was to educate student borrowers
about the new payment restart deadline,
payment options (including SAVE), re-
sources, and their right to file complaints
against their servicers.






A new strategy employed in the campaign
was to use social media influencers to en-
gage new audiences on Instagram and
TikTok. The influencer campaign consisted
of nine micro- and macro-influencers that
shared DFPI content in a digestible and
relatable manner. The campaign included
a thorough vetting process which includ-
ed using influencer management tools to
research potential influencers and ensure
that their audience aligned with the cam-
paign’s target audience and geographical
area. Once contracted, the Ombudsper-
son and Public Affairs Division worked
closely with the contractor to ensure that
influencer messages were accurate and
consistent. Click the social media handles
on the right to view examples.

Some of the key campaign messages in-
cluded:

« DFPI is Here to Help: DFPI is the con-
sumer watchdog for Californians with
student loans. Our job is to help Cal-
ifornians like you take the stress out
of student loans and to help you find
the support and info you need, quick-
ly and simply. Whether you need to
stay on track or get back on it, we've
got knowledge and expertise that can
help.

+ Get #BackonTrack: Know Your LOAN,
Know Your RIGHTS, Know Your OP-
TIONS.

The influencer campaign was remarkably
successful In reaching its targeted audi-

18

ence and increasing awareness of DFPI's
resources and current federal student loan
initiatives.

Key highlights of the influencer campaign
included:

« 1,239,819 Total TikTok and Instagram
views

+ 86,040 Video Views/Impressions

The campaign concluded in September
2023, and since the launch in 2022, gen-
erated more than 153 million impressions
and 771,000 clicks. Digital advertising
from this campaign generated more than
555,000 website visits and drew significant
engagement, with nearly 56,000 users
seeking out additional website content
beyond the initial landing page.


https://www.tiktok.com/@60secondscholar/video/7252914118997445931?_r=1&_t=8dmc6ZXnBUI
https://www.tiktok.com/@angelicasong
https://www.instagram.com/p/CuVIyDfpfPV/
https://www.instagram.com/p/CuVIyDfpfPV/
https://www.tiktok.com/@kevinlangue/video/7257655620579413294?_r=1&_t=8e8AkEGIqXj
https://www.tiktok.com/@kevinlangue/video/7257655620579413294?_r=1&_t=8e8AkEGIqXj
https://www.tiktok.com/@johnsfinancetips/video/7253080479719509291?_r=1&_t=8dnBZAsPOsU
https://www.tiktok.com/@johnsfinancetips/video/7253080479719509291?_r=1&_t=8dnBZAsPOsU
https://www.tiktok.com/@gradlifegrind/video/7254669119495130410?lang=en
https://www.tiktok.com/@gradlifegrind/video/7254669119495130410?lang=en
https://www.tiktok.com/@scott.frenzel/video/7252808714951036206?_r=1&_t=8dlwQmaVxUo
https://www.tiktok.com/@scott.frenzel/video/7252808714951036206?_r=1&_t=8dlwQmaVxUo
https://www.instagram.com/p/CuIT1NtK0WQ/

Student Loan

Outreach

Targeted Outreach

In 2023, the DFPI Targeted Outreach
Team continued their efforts to reach Cal-
ifornians with student loans. Those efforts
were expanded through new partnerships
and strengthening current partnerships
with external partners, nonprofit organi-
zations, and advocacy organizations. To
enhance those efforts, DFPI hired a Part-
nerships Manager to focus on developing
partnerships and events with communi-
ty-based organizations. The Partnerships

Targeted Outreach Workshops

Workshop Date

Workshop Title

Manager works in the Office of Public
Affairs in tandem with the Ombudsper-
son and the Targeted Outreach Team to
support the Back on Track campaign.

In March 2023, the DFPI partnered with
Federal Student Aid (FSA) and Bureau of
Private Postsecondary Education (BPPE)
Office of Student Aid Relief (OSAR), to
conduct its first 2023 student loan work-
shops. The DFPI offered four workshops
on the return to repayment and PSLF.

Attendance

Student Loan Forgiveness: Borrower Defense,

March 3
for Relief

19

Closed School Discharge, and California Pathways 95



Targeted Outreach Workshops

Workshop Date Workshop Title Attendance

April 19 How To Pay for College 31

Student Loans: About Public Service Loan
June 6 Forgiveness, Income-Driven Repayment and Fresh 70
Start Webinar

Understanding the Public Service Loan Forgiveness

December 6
Program

187

In August 2023, the Ombudsperson presented at the California Business, Consumer Ser-
vices and Housing Agency’s Townhall Meeting to discuss DFPI priorities, outreach efforts,
and ongoing partnerships and initiatives of the Ombudsperson Office.

Legislative Webinars

Building on the partnership with the Student Debt Crisis Center (SDCC), and Student Bor-
rower Protection Center (SBPC) that began in 2022, the DFPI continued its participation in
four Legislative webinars to inform Californians and prepare them for repayment restart.
In October, the Ombudsperson participated in an in-person student loan workshop at the
California State Capitol in Sacramento.

Legislative Webinars

Webinar Date Webinar Title Attendance
August 9 g;téiisz&aE;%\A/r\;ebinar — Assemblymember o5
August 22 (Sgg?g;t Loan Webinar — Senator Monique Limoén 249
October 17 Student Loan Workshop — California State Capitol 40
December 6 Student Loan Workshop — Speaker of the 150

Assembly Robert Rivas (AD29)

20



Ombudsperson Outreach

One of the most successful outreach campaigns of 2023 resulted from a partnership be-
tween the DFPI and The Institute of Student Loan Advisors (TISLA). TISLA is a nonprofit
advocacy organization that provides free student loan assistance to borrowers nationwide
and has been a partner to the Ombudsperson since the creation of the DFPI's student
loan program. Through a grant provided to TISLA by the Rose Foundation, DFPI hosted
a five-webinar student loan series starting in July 2023. Additional webinars are expected
in 2024. The webinars are posted on the DFP| YouTube channel and have had more than
7,000 total views.

TISLA Webinars

Webinar Date Webinar Title Attendance
July 12 Understanding the One-time IDR Adjustment 105
August 16 Preparing for the Restart of Student Loan 109
Payments
Managing Defaulted Student Loans and Taking
SIS 1S Advantage of the Fresh Start Program 234
October 18 Undgrstanding the Public Service Loan 2179
Forgiveness (PSLF)
Novernber 15 Understanding Your Rights as a Student Loan 105

Borrower

In partnership with other state and local organizations, the Ombudsperson participated in
the following outreach events for current and prospective borrowers. These events were
conducted virtually and in-person.

Ombudsperson Outreach Events

Event Date Event Title Event Host Event Type
February 4 Steps To College Fair Bilingual Consulate General of In-person
Y & Binational University Fair Mexico & CSAC P

21


https://www.youtube.com/playlist?list=PL9JLpvE-qjAYszf6F2mQdF1LSz-YP3RPi

Ombudsperson Outreach Events

Event Date

Event Title

Event Host

Event Type

February 23

March 1

March 2

April 3

May 23

June 15

June 28

July 12

July 24

September 7

September 23

October 9

October 10

October 11

Student Loan Debt Crisis:
2023 Updates

Paying For College — Spanish

Paying For College - English

Student Loan Literacy — Parent
University

Strategies for Paying for
College and Staying Debt Free
— English & Spanish

Paying for College and Staying
Debt Free

How to Pay for College —
Spanish

How to Pay for College —
English

Student Loan Updates

Repayment Restart & PSLF:
What You Need to Know Now

Annual Financial Wellness
Conference — Navigating
College Financing

Paying for College

Student Loan Presentation

Paying for College — Spanish
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Los Angeles County Center
for Financial Empowerment

Barrio Logan College
Institute (BLCI)

Barrio Logan College
Institute (BLCI)

San Jose SOAP

San Diego Office of Child &
Youth Success

San Diego Urban League

Haven Neighborhood
Services

Haven Neighborhood
Services

Reality Changers

CalNonProfits

Central City Neighborhood
Partners

Barrio Logan College
Institute (BLCI)

One Treasure Island

Barrio Logan College
Institute (BLCI)

Webinar

In-person

Webinar

Webinar

In-person

Webinar

In-person

In-person

In-person

Webinar

In-person

Webinar

In-person

In-person



Ombudsperson Outreach Events

Event Date Event Title Event Host Event Type

October 24 Student Loan Presentation Jamboree Housing Webinar

Understanding Federal Student Los Angeles City Youth

October 26 Loan Repayment and Federal ; Webinar
; Council
Student Loan Forgiveness
Repaying Student Loan Academy of Financial .
November 2 Workshop — Spanish Education Webinar
November 4 Demystifying Student Debt Young Invincibles Webinar
November 15 How to Pay for College Havgn Neighborhood In-person
Services
November 16 Student Loan Webinar Sl Commumty Webinar
College Chancellor’s Office
November 16 How to Pay for College — Havgn Neighborhood In-person
Spanish Services

Haven Neighborhood
November 28 Student Loans — Spanish Services & Children and Webinar
Women Access

Student Loan Veteran’s Haven Neighborhood

Workshop Services Webinar

December 13

Conference Participation

The Ombudsperson participated as a panelist or led a workshop at the following conferences:

Conference Participation

Conference Conference Title Panel/ Conference
Date Workshop Title Location

Student Loan Debt —
Quick Overview of Los Angeles, CA
Recent Developments

Los Angeles County 2023

August 24 Financial Capability Summit
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Conference Participation

Conference
Date

Conference Title

Panel/
Workshop Title

Conference
Location

2023 North American

Collection Agency Regulatory Student Loan Debt

SepiEaEr (3 Association (NACARA) Annual Panel Braimy €0
Conference & Training Event
Central City Neighborhood
September 23 Partners '(CCNF’) 6th Nawggtlng College Los Angeles, CA
Annual Financial Wellness Financing
Conference
Helping California
I Students Reduce
November 8 2023 California College Student Loan Debt and Riverside, CA

Affordability Summit Understanding Their

Rights and Resources

Media Relations and Publications

In 2023, the Ombudsperson contributed quarterly articles to the DFPI's Consumer Con-
nection newsletter, a monthly newsletter that provides updates and information about
consumer-related topics and events. Student loan related topics included 2023 student
loan updates, preparing for return to repayment, options for Parent Plus borrowers, loan
consolidation, PSLF, and the One-Time IDR Adjustment.

In July, the Ombudsperson was part of a FORUM panel discussion on KQED Radio discuss-
ing "What's Next for Student Loan Borrowers?”

payments restart this fall — here’s what to know. paths to loan forgiveness.”

In November, the Ombudsperson published their first editorial in Comstock’s Magazine,
"The Student Loan Pause Is Over. So What Are Your Options?”

Throughout 2023, the Ombudsperson conducted regular student loan related media inter-
views in English and Spanish with NBC/Telemundo San Diego, Univision Sacramento, and
the Sacramento Bee.
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https://www.kqed.org/forum/2010101893750/whats-next-for-student-loan-borrowers-in-california
https://www.capradio.org/articles/2023/07/24/student-loan-payments-restart-this-fall-heres-what-to-know-paths-to-loan-forgiveness/
https://www.capradio.org/articles/2023/07/24/student-loan-payments-restart-this-fall-heres-what-to-know-paths-to-loan-forgiveness/
https://www.comstocksmag.com/article/student-loan-payment-pause-over-so-what-are-your-options

Student Loan
Empowerment

Project

In the 2022-2023 fiscal year, the State of
California Budget provided $10 million
in one-time funding from the General
Fund for Student Loan Borrower Assis-
the funding was designated to create a
grant program, which was named the
Student Loan Empowerment Project (SLE
Project). The SLE Project grant program
was created to connect student loan
borrowers in California to a network of
community-based organizations and le-
gal aid groups that provide free and indi-
vidualized education, case management,
and assistance with student loan issues. In
2022, DFPI's Multimedia and Grants Unit,
the Ombudsperson, Targeted Outreach
Team, the Deputy Commissioner of Con-
sumer Financial Protection, and the Dep-
uty Commissioner of Public Affairs began
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development of the program. A 6-mem-
ber SLE Project steering committee was
created to help in the development and
implementation of the program. The
steering committee is composed of indi-
viduals from student loan advocacy and
consumer organizations, California State
Assembly Subcommittee 3 — Education
and Finance members, and local county
representatives.

In early 2023, steering committee mem-
bers met to discuss the framework and
goals of the program, application guide-
lines, and timelines. The goals of the SLE
Project are to empower inclusive commu-
nity-based services, delivered by trusted
local organizations, to those who need it
and to ensure that individuals with stu-
dent loans receive consistent high-quality


https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=202120220SB154

information and support with the wide
range of borrower needs, including com-
plex cases. Outreach and marketing ac-
tivities were coordinated and conducted
by the DFPI.

The SLE Project was created as a coor-
dinated network. Two partner organiza-
tions receive a maximum of $2 million
to provide network support services to
all grantees. One network partner pro-
vides service coordination and referral
services. They establish and manage a
statewide toll-free telephone number,
website, and email address for borrowers.
They coordinate information sharing and
build intra-network relationships. They
also coordinate student loan borrower
intake and referral services and develop
and maintain a database to track referrals
and service outcomes. The other network
partner implements an ongoing and con-
sistent training program for service part-
ner grantees across the network. They
identify and promote best practices and

Module 1

Service coordination, referral, and -
marketing outreach implementation

Network

\Y, (Yo [V] (=W

share updates on policies, regulations, etc.
They also maintain data and outcomes to
measure and monitor the progress of the
program.

The remaining grantees receive up to
$5.25 million (maximum individual grants
of $600,000 over two years) to provide di-
rect services to Californians with student
loans. One group of direct service part-
ners provide community-based individu-
alized education and counseling or legal
services to borrowers. This counseling
will be in the areas of repayment options,
loan forgiveness, cancellation, discharge
programs, consolidation, deferment, and
forbearance options. They help resolve
issues with loan servicers and lenders and
assist borrowers in getting out of default
to prevent wage garnishments, social
security offsets, and tax intercepts. They
provide referrals to additional services
and resources. The other group of direct
service partners provide specialized sup-
port and guidance to service providers

| Maximum for Modules 1 & 2:
$2,000,000

Training and quality assurance

Module 3
Direct service

Counseling and legal support for
borrowers and/or specialist case support

Maximum grant amount:
$600,000 over two years



with complex cases. They conduct general
case reviews with direct service providers.

The SLE Project grant application was
launched on September 7, 2023. The
original deadline for SLE Project applica-
tions was October 18, 2023, and was sub-
sequently extended to November 3, 2023.
DFPI created a SLE Project webpage with
information about the program, the ap-
plication process, and Frequently Asked
Questions (FAQ) to assist applicants. A link
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to the application through the California
Grant Portal is provided on this page.

A series of 10 online Q&A sessions were
held by the Multimedia and Grants Unit
for interested applicants to learn about
the program, application guidelines, and
to answer their questions. Each online
session was attended by up to 20 orga-
nizations. In total, the DFPI received 6
applications for network grants and 40
applications for direct service grants.


https://dfpi.ca.gov/2023/09/07/dfpi-launches-7-25-million-grant-program-to-support-californians-with-student-loans/
https://dfpi.ca.gov/sle-project/

Student Loan
Servicing Program
Supervisory Activities

DFPI's Student Loan Servicing (SLS) pro-
gram, under the Student Loan Servicing
Act of 2016 (The Act) licenses and regu-
lates student loan servicers engaged with
California consumers. The Act became
operative on July 1, 2018. The SLS pro-
gram carries out its oversight duties by
performing detailed licensing reviews,
regulatory examinations of licensees, and
contributes to the DFPI’s overarching stu-
dent loan program in coordination with
the Ombudsperson, Consumer Services
Office, Enforcement Division, and other
DFPI teams.

The SLS program licensees are also re-
quired to comply with the additional
requirements set forth in the Student
Borrower Bill of Rights, effective January
1, 2021, as well as general compliance
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with the CCFPL, which prohibits unlawful,
unfair, deceptive and abusive acts and
practices. The DFPI includes information
about SLS program supervisory activ-
ities to provide the public with helpful
information regarding the DFPI’s role in
licensing and supervising companies that
service student loans in California.

Licensees Approved
and Exams

The next table provides licensee counts
from inception to year-end 2023.



Number of Licensees Approved and Exams Conducted by Calendar Year

2018 2019 2020 2021 2022 2023
Number of 57 30 36 40 41 44
Licensees
Number of Exams 6 3 19 2 19 2

Conducted

California Student Loan Servicing Portfolio

The tables below show the number of borrower relationships and dollar amounts for major
student loan types and statuses as of December 31, 2023.

Traditional Student Loan Portfolio

Federal FFELP Perkins

Private Loans )
Direct Loans Loans** Loans***

Borrower

. . 337,566 3,304,883 471,070 94,500 19,474 4,227,493
Relationships

Dollars

. $9,295,929,644  $125619,271,799  $11,131,123,046 $229,659,473 $218,094,669  $146,494,078,631
Outstanding*

*Dollars outstanding in thousands (000s).

** Federal Family Education Loan Program (FFELP) loans include 206,281 ($3,414,885,320) Federal Student Aid (FSA) owned and
264,389 ($7,716,237,726) commercially owned loans.

***Perkins Loans include 47,905 ($96,773,066) FSA-owned and 46,595 ($132,886,407) commercially owned loans.

Borrower Information by Status

(I Forbearance LSS LHAER Modified Terms Deferment Default

In School Repayment Repayment

Borrower

] . 623,437 140,851 1,873,771 263,107 884,983 15,244 564,696 431,416
Relationships

Dollars

Outstanding* $12,047,038,571 $2,868,045,963  $44,183,183,022 $11,521,609,008  $50,255,480,527 $487,372,492  $25,110,369,563 $2,084,871,175

*Dollars outstanding in thousands (000s).
**The significant increase in borrowers’ status in Regular Repayment and Income Driven Repayment could be attributed to return to
repayment in October 2023.
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Non-Traditional Student Loan Portfolio

Income Sharing Installment
Agreement Contracts
Number of
Relationships or 5,790 46,682 1,751 54,223
Recipients

Dollars Outstanding/

Remaining Amount to $120,460,383 $260,572,523 $10,750,654 $391,783,560
Reach Cap*

*Dollars outstanding/remaining mount to reach cap in thousands (000s).

Rules and OQutcomes of Examinations

The SLS Program completed nine examinations of student loan servicers in 2023. Licens-
ees are examined at regular intervals, not to exceed 36 months between examinations.
Of the 44 approved licensees, eight have headquarters in California and the remaining
36 are out-of-state. Of the nine examinations completed, violations were found in seven,
which resulted in either a corrective action from the licensee or a referral to DFPI's En-
forcement Division for administrative action and/or penalties.
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Regulatory
Activities

In 2023, the DFPI advanced one student loan related regulatory package under the CCFPL.

New Registration and Reporting Requirements

This package, currently pending final approval by the Office of Administrative Law, will
leverage CCFPL authority to create registration and reporting requirements for four previ-
ously unregistered products and services in California: 1) income-based advances, includ-
ing “earned wage access” (EWA) products, 2) private postsecondary education financing,
3) debt settlement, and 4) student debt relief. This regulation will bring new oversight spe-
cifically to the private student finance market, which is currently subject to lesser oversight
compared to federally-held student loans.
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Enforcement

Activities

In 2023, the DFPI continued its com-
mitment to protecting Californians with
student loans by strengthening its over-
sight of student loan servicers, debt relief
companies, and companies that provide
alternative educational financial products.
These alternative financing products in-
clude retail installment contracts (RICs),
deferred tuition agreements (DTAs), and
income share agreements (ISAs) offered
or serviced by private or for-profit col-
leges, such as coding bootcamps, trade
schools, or other education finance pro-
viders. The Enforcement Division works
closely with the Ombudsperson and oth-
er DFPI programs to identify bad actors
and monitor any potential Student Loan
Servicing Act and Student Borrower Bill of
Rights violations or unlicensed servicers.
The Ombudsperson monitors student
borrower complaints and violations re-
ported through inquiries and reports
these to the Enforcement Division on a
quarterly basis.
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The DFPI brought forward enforcement
actions related to student loan issues
under multiple laws, leveraging authori-
ty under the Student Loan Servicing Act
(SLSA) and the DFPI's general consumer
protection authorities under the Califor-
nia Consumer Financial Protection Law
(CCFPL).

DFPI v. Prehired

The DFPI was the only state regulator that
joined the Consumer Financial Protection
Bureau (CFPB) and 10 state attorneys
general in a $4.2 million civil settlement
against Prehired, LLC (Prehired) in Dela-
ware bankruptcy court. The DFPI secured
a key legal victory for California consum-
ers by relying on Title X of the Dodd-
Frank Act to establish predicate violations
of the CCFPL and secure access to the
CFPB's victim restitution fund. Prehired
and its related entities administered ISAs



to finance students’ tuition for “tech sales
boot camps.” Prehired deceptively buried
terms that required students to pay even
if they never got a job and, in many cas-
es, unilaterally increased their required
minimum monthly payments without any
evidence they had secured employment
or experienced an increase in income.
Under the settlement, eligible consumers
can qualify for a full tuition refund. There
were 80 known Californians impacted
with losses of $476,263.

Debt Relief Services in
Student Financing

The DFPI achieved a settlement against
unlicensed California-based EDU Doc
Support LLC (EDU), for recission and re-
funds for student borrowers. These victims
were marketed student loan forgiveness
and student loan modification services
via unsolicited telephone calls where
representatives claimed they could assist
consumers in obtaining student loan re-
lief. The settlement cited violations of the
Telemarketing Sales Rule (TSR). The DFPI
ordered EDU to desist and refrain from
unlicensed student loan debt relief ser-
vicing business, in violation of the SLSA,
and desist and refrain from engaging in
unlawful, unfair, deceptive, and abusive
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student loan debt relief practices under
the CCFPL and the federal Telemarketing
Sales Rule (TSR). EDU was also ordered to
rescind all debt relief, debt management,
or debt consulting service agreements,
and provide refunds to California con-
sumers.

DFPI v. Flockjay

In 2023, DFPI issued a Desist and Refrain
Order and entered into a Settlement
Agreement with Flockjay, a private post-
secondary educational institution that
purports to train jobseekers to work as
sales development representatives at
technology companies, for not providing
proper notices to students. To finance the
cost of attendance for its online courses,
Flockjay offered Deferred Tuition Agree-
ments (DTAs) to its students contingent
on the student’s future earnings. Students
committed to paying Flockjay a fixed
amount each month toward the cost of
attending Flockjay's online courses. The
DFPI found that the DTAs offered by
Flockjay to California consumers did not
contain proper notices in violation of the
Education Code and Flockjay did not reg-
ister with the Bureau of Private Postsec-
ondary Education (BPPE).



Conclusion

The DFPI's student loan program experi-
enced significant growth in 2023. In its
second year of implementation, the DFPI
has expanded its reach to Californians
through a combination of partnerships,
outreach, and direct borrower assistance.
Additionally, it has increased its student
loan servicer oversight and expanded
its authority to other education financ-
ing products. The DFPI has continued to
make student loan borrowers a priority
and use its enforcement authority with
loan servicers.

Since the Supreme Court struck down
President Biden's plan to forgive up to
$20,000 of student debt per borrower
fasted _growing. household debt in the
United States.
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Both older student loan borrowers and
parent borrowers are being negatively im-
pacted by student loan debt and are fac-
ing social security garnishment, delayed
retirement, and the inability to generate
generational wealth. DFPI will continue
its work to help the most vulnerable bor-
rowers, Parent Plus borrowers, and every
Californian with student loans to navigate
the federal student loan changes and take
full advantage of current initiatives.

DFPI created the Student Loan Empower-
ment Network comprised of grantee or-
ganizations through the SLE Project grant
program. This network will will provide
resources to borrowers state-wide. Unlike
any other in the nation, the network will
assist borrowers as they navigate more
changes in the student loan landscape in
the coming years.


https://www.statista.com/topics/11983/student-loan-debt-in-the-united-states/#topicOverview
https://www.statista.com/topics/11983/student-loan-debt-in-the-united-states/#topicOverview

Appendix A:
Federal Student
Loan Updates

The U.S. Department of Education (ED)
under the Biden Administration and Edu-
cation Secretary Cardona announced the
following initiatives for federal student
loan borrowers in 2023:

COVID-19 Loan Payment Pause

In March 2020, in response to the
COVID-19 Pandemic, the Office of Federal
Student Aid (FSA) announced relief for
federal student loan borrowers by sus-
pending student loan payments, halting
collections on defaulted loans, and im-
plementing a 0 percent interest rate for
all ED-owned federal student loans. In
May 2023, it was announced that there
would be no further payment pause ex-
tensions and that student loan interest
would resume on September 1, 2023, and
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payments would be due starting October
2023. Additionally, ED announced that
in order to help borrowers successfully
return to repayment, they created a tem-
porary on-ramp period from October 1,
2023, through Sept. 30, 2024. Borrowers
who were eligible for the payment pause
are eligible for on-ramp. During the on-
ramp period, payments are still due, and
interest will continue to accrue. However,
ED will not report borrowers as delin-
quent. This initiative prevents the worst
consequences of missed, late, or par-
tial payments, including negative credit
reporting for delinquent payments for
twelve months.

60._percent._of the 22 million_ borrow-
ers.with_payments_due in_October 2023



https://www.ed.gov/news/press-releases/us-department-education-announces-withholding-payment-student-loan-servicer-part-accountability-measures-harmed-borrowers?utm_content=&utm_medium=email&utm_name=&utm_source=govdelivery&utm_term=
https://www.ed.gov/news/press-releases/us-department-education-announces-withholding-payment-student-loan-servicer-part-accountability-measures-harmed-borrowers?utm_content=&utm_medium=email&utm_name=&utm_source=govdelivery&utm_term=
https://www.ed.gov/news/press-releases/us-department-education-announces-withholding-payment-student-loan-servicer-part-accountability-measures-harmed-borrowers?utm_content=&utm_medium=email&utm_name=&utm_source=govdelivery&utm_term=

made those payments by mid-November.
More than 4 million of these borrowers
owed payments for the first time. Millions
more were not making payments prior to
the payment pause because they were
delinquent or obtained a deferment or
forbearance.

Saving on a Valuable Education

In August 2023, the Biden Administration
announced a new income-driven repay-
ment (IDR) plan, the Saving on a Valuable
Education (SAVE) plan. IDR plans calcu-
late monthly payments based on a bor-
rower’s income and family size — not their
loan balance — and forgives remaining
balances after a certain number of years.
The benefits of the SAVE plan include
increasing the income exemption from
150 percent to 225 percent of the poverty
line, therefore significantly decreasing a
borrower’s monthly payment. Many bor-
rowers may see a monthly payment of $0.

Another significant benefit of SAVE is
that it eliminates 100 percent of remain-
ing monthly interest for both subsidized
and unsubsidized loans after a borrower
makes a full scheduled payment. This
means that a borrower’s loan balance
won't continue to grow due to unpaid in-
terest. The SAVE plan also excludes spou-
sal income for borrowers who are married
and file taxes separately and removes the
need for a spouse to cosign the IDR ap-
plication.
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Additional SAVE benefits will be rolled
out in July 2024. These developments are
subject to delay and change, depending
on the outcome of pending litigation in
federal courts.

Income-Driven Repayment Plans

In August 2023, ED announced significant
changes to IDR plans. These changes in-
clude:

+ Auto-fill tax information from the
IRS: When a borrower applies for or
recertifies their IDR plan, they can
request approval for the secure dis-
closure of tax information, so they can
automatically access their latest IRS
tax return.

+ Automatic reenrollment for IDR
plans: If a borrower agrees to the
secure disclosure of their tax infor-
mation, ED and the loan servicer will
automatically recertify their enroll-
ment in IDR and adjust the monthly
payment amount once a year.

« Interest capitalization changes: As
of July 1, 2023, unpaid interest on your
loans won't be added to your principal
when you leave any IDR plan, except
the Income-Based Repayment (IBR)
Plan where capitalization is required
by statute.

« User-friendly application process:
The redesigned IDR application will
allow borrowers to enroll in IDR in 10


https://www.ed.gov/news/press-releases/us-department-education-announces-withholding-payment-student-loan-servicer-part-accountability-measures-harmed-borrowers?utm_content=&utm_medium=email&utm_name=&utm_source=govdelivery&utm_term=

minutes or less, save their progress,
and track their application via their
StudentAid.gov account.

Income Driven Repayment Adjustment

On April 19, 2022, ED announced it would
be taking action to correct past adminis-
tration failures and the practice of forbear-
ance steering by conducting a one-time
adjustment of IDR-qualifying payments
to borrowers’ accounts. As part of the
initiative, ED would automatically review
borrower’s accounts and give borrowers
with Direct loans credit for any months
in repayment and certain months in for-
bearance and deferment which do not
typically qualify for forgiveness programs.
The adjustment would bring borrowers
closer to IDR forgiveness and those who
have reached 240 or 300 months (as ap-
plicable) worth of payments would see
immediate forgiveness. FSA announced
that the adjustment would be applied to
most borrowers’ accounts in 2024. Since
this initiative only applied to borrowers
with Direct loans, FSA encouraged states
to conduct outreach to borrowers with
non-direct loans to encourage them to
consolidate into Direct loans and receive
the maximum benefit. These borrowers
included those with Federal Family Edu-
cation Loans (FFEL) Loans, Perkins Loans,
and Health Educational Assistance Loans
(HEAL). The original deadline for these
borrowers to consolidate was December
31, 2023, but was subsequently extended
to April 30, 2024 and June 30, 2024.
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Borrower Defense Discharge

The Borrower Defense Discharge (BDD)
program allows federal borrowers to
seek cancellation of their William D. Ford
Direct Loan program (Direct loan) loans
if their institution engaged in certain
misconduct. In July 2023, ED announced
new borrower defense regulations which
established a strong framework for bor-
rowers to raise a defense to repayment if
their institution misleads or manipulates
them. Claims may be based on one of
six categories of actionable circumstanc-
es: 1) substantial misrepresentation, 2)
substantial omission of fact, 3) breach
of contract, 4) aggressive and deceptive
recruitment, 5) judgments, or 6) final sec-
retarial actions. ED announced that the
2023 regulation guaranteed full relief to
all applicants whose cases were approved
and that it would apply to all claims pend-
ing on or received on or after July 1, 2023.

In August 2023, a federal court issued an
injunction delaying the effective date of
the updated BDD regulations. As a result,
the Department announced that it would
not adjudicate any borrower defense ap-
plications unless and until the effective
date is reinstated. While the injunction is
in effect, borrowers would still be able to
apply online for borrower defense relief.
The Department would continue to ad-
judicate borrower defense applications
using an earlier version of the regulations.

In 2023, ED announced that it would ap-
prove 100 percent of the discharges of


https://StudentAid.gov

federal loans for the following institutions:

+ CollegeAmerica Colorado Campus-
es: $130 million in group discharge for
students (2006-2020)

« Ashford University (now known as
University of Arizona Global Cam-
pus): $72 million in group discharge
for students (2009-2020)

+ University of Phoenix: $37 million in
group discharge for students (2012-
2014)

In addition to the individual discharg-
es, litigation continued in the class ac-
tion case of Sweet v. Cardona (formerly
Sweet v. DeVos). In 2022, ED and plaintiffs
agreed to a settlement and approximately
200,000 borrowers will receive $6 billion in
federal student loan cancellation. In Jan-
uary 2023, three of the affected schools,
Lincoln  Tech, Keiser/Everglades, and
American National University, filed notic-
es of appeal to the Ninth Circuit Court of
Appeals and moved the district court to
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stay the settlement pending their appeal.
In February 2023, the district court denied
the motion, but the schools subsequently
filed notices of appeal to the Ninth Cir-
cuit Court of Appeals. In March 2023, the
Ninth Circuit denied the schools’” motion
to stay the settlement and ordered the
settlement relief to proceed.

Borrowers awaiting discharge by the
Sweet v. Cardona settlement, were au-
tomatically placed on borrower defense
forbearance at the end of the COVID-19
Loan Payment Pause in September 2023.
Additionally, affected borrowers would
be reimbursed for any accrual of interest
until the settlement relief.

Under the Settlement Agreement, ED
was required to discharge eligible loans
for class members in the automatic re-
lief group by January 28, 2024. However,
throughout 2023, members of the auto-
matic relief group that received notices
of discharges were not receiving the dis-
charges and further motions were filed in
early 2023.



Appendix B:
Key to Acronyms

BBPE Bureau for Private Postsecondary Education
BDD Borrower Defense Discharge
CCFPL California Consumer Financial Protection Law
CFP Consumer Financial Protection Division (DFPI)
CFPB Consumer Financial Protection Bureau
CSAC California Student Aid Commission
Ccso Consumer Services Office (DFPI)
DCLA Debt Collection Licensing Act
DFPI Department of Financial Protection and Innovation California
DOJ Department of Justice
DTA Deferred Tuition Agreements
ED U.S. Department of Education
FFEL Federal Family Education Loan
FSA Federal Student Aid
FTC Federal Trade Commission
HEAL Health Educational Assistance Loan
IDR Income Driven Repayment
ISA Income Share Agreement
MOHELA Missouri Higher Education Loan Authority
OSAR Office of Student Assistance and Relief
PSLF Public Service Loan Forgiveness
RIC Retail Installment Contract
SAVE Saving on a Valuable Education
SBPC Student Borrower Protection Center
SDCC Student Debt Crisis Center
SLE Project Student Loan Empowerment Project
SLE Network Student Loan Empowerment Network
SLS Student Loan Servicing Program (DFPI)
SLSA Student Loan Servicing Act
TISLA The Institute of Student Loan Advisors
TSR Telemarketing Sales Rule
UUDAAP Unlawful, Unfair, Deceptive, or Abusive Acts and Practices
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Notes

The DFPI will continue to refine its complaint type categories and subtypes per system
enhancements.

. The office of Federal Student Aid. (2023). Income-Driven Portfolio by Age. Enterprise
Data Warehouse.
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California Department of Financial Protection and Innovation
Toll-Free: 1-866-275-2677

TTY: 1-800-735-2922

Online: www.dfpi.ca.gov
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