
   
 
March 8, 2021 
 
VIA ELECTRONIC MAIL (regulations@dfpi.ca.gov) 
 
Commissioner Manuel P. Alvarez 
California Department of Financial Protection and Innovation 
 
Re: Comments on Proposed Rulemaking Under the Cal. Consumer Financial Protection Law 
 PRO 01-21 
 
Dear Commissioner Alvarez: 
 
These comments are submitted on behalf of the Legal Aid Foundation of Los Angeles,1 Housing 
and Economic Rights Advocates,2 Bay Area Legal Aid,3 and UC Irvine, School of Law, 
Consumer Law Clinic.4  As organizations that represent low-income student loan borrowers, we 
thank you for the opportunity to provide input about how DFPI can best implement the 
California Consumer Financial Protection Law (CCFPL) to protect the most vulnerable 
Californians. 

 
1 The Legal Aid Foundation of Los Angeles (LAFLA) is a nonprofit legal aid organization serving low-
income clients in Los Angeles, California. LAFLA is a public interest leader on student loan work, having 
developed student loan and for-profit school expertise over the last thirty years. LAFLA provides 
outreach and education, self-help clinics, and direct legal assistance to financially distressed student loan 
borrowers. LAFLA assists hundreds of borrowers who have obtained federal or private student loans from 
higher education institutions that have engaged in unfair and deceptive business practices. LAFLA serves 
as a resource for and often consults with other legal services organizations carrying out this work 
throughout the country. See LAFLA’s website at https://lafla.org/get-help/student-loan-issues/.   
2  Housing and Economic Rights Advocates (HERA) is a California statewide, not-for-profit legal service 
and advocacy organization dedicated to helping Californians — particularly those most vulnerable — 
build a safe, sound financial future, free of discrimination and economic abuses, in all aspects of 
household financial concerns.  
3 Bay Area Legal Aid (BayLegal) is the largest provider of civil legal services in the Bay Area, serving 
thousands of clients across seven counties. As part of its comprehensive consumer law unit, BayLegal 
provides clinics, education and direct representation to distressed student loan borrowers seeking both 
administrative remedies and relief from private loans.  BayLegal has substantial experience assisting 
students that have been defrauded by predatory for-profit institutions.   
4 The University of California, Irvine School of Law Consumer Law Clinic (CLC) provides advocacy to 
low-income consumers affected by burdensome debt and loans through litigation, policy analysis, and 
community education and outreach. Students and faculty collaborate to bring consumer protection claims 
and provide direct representation in state and federal court to improve financial stability for vulnerable 
Californians. 
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Our organizations represent low-income student loan borrowers who obtain private and/or 
federal student loans to obtain higher educations.  They typically seek our help because they lack 
the income necessary to repay their education debts and are dealing with debt collection 
harassment; wage garnishments or bank levies due to private student loan debt judgments; tax 
refund offsets, wage garnishment, or federal benefits offsets due to defaulted federal loans; and 
the long-term economic impact caused by low credit scores.  Some are disabled, most are people 
of color, and many attended private colleges (either for-profit or non-profit) that misrepresented 
the value of their educational programs and exploited our clients’ economic and academic 
aspirations to earn revenues.  Our comments reflect our experience working with and on behalf 
of these low-income borrowers, many of whom have experienced illegal and abusive student 
lending and debt collection practices.   
 
The size of the financial investment required of individuals and families who seek higher 
educations has grown enormously over the past 30 years.  As a result, student loan debt is now 
the second largest type of consumer debt in the country, exceeded only by mortgage debt.  
Schools either broker federal and private student loans or originate student loans themselves.  
According to the Federal Reserve Bank of New York, as of 2020 outstanding debt for CA 
student loans was close to $150 billion. Data suggest that for students who entered school in 
2004, nearly 40 percent may default on their loans within 20 years of starting.5 In addition, the 
disparities between white students and students of color are growing. “Debt and default among 
black college students is at crisis levels . . . . black BA graduates default at five times the rate of 
white BA graduates (21% versus 4%) and are more likely to default than white dropouts.”6 
These high debt loads and defaults, due in part to the racial wealth gap, also prevent progress in 
closing the racial wealth gap.   
 
These disparities have been exacerbated by the on-going COVID-19 pandemic.  Millions of 
individuals are facing unemployment, reduced income and heightened financial insecurity. 
Despite the federal government’s temporary moratorium on most federal student debt collection, 
many of our clients continue to deal with pressure to repay their private debts, suffer from 
negative credit reporting, and continue to face barriers to accessing federal student loan benefits 
such as discharges and affordable repayment plans. In fact, the federal government’s temporary 
moratorium does not help the commercially held Federal Family Education Loan (FFEL) 
borrowers, people with Perkins loans, and private student loan borrowers. We would request that 
the DFPI implement a moratorium on the collection of all student loans not covered by the 
federal moratorium, including wage garnishments and bank levies. Through regulation and 
oversight, the DFPI has a historic opportunity to address these hardships and disparities, both for 
borrowers who already struggle with debt and for those who will seek a higher education and 
incur debt in the future. 
 
 

 
5 Judith Scott-Clayton, “The looming student loan default crisis is worse than we thought,” Brookings Institute, 
Evidence Speaks Reports, Vol. 2, #34 (2018), https://www.brookings.edu/wp-content/uploads/2018/01/scot-clayton-
report.pdf.  
6 Id. 
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I. Private Non-profit and For-profit Higher Education Institutions That Broker or 

Originate Loans Should be Regulated by DFPI. 
 
Private nonprofit and for-profit colleges that either make or broker private student loans should 
be regulated by the DFPI as covered persons under the CCFPL. While a patchwork of state and 
federal laws applies to these loan products and services, no current government entity supervises 
these schools’ brokering or lending practices. As a result, we are seeing many students exploited 
by unlawful and deceptive practices that are not being monitored or addressed by any 
government agency. We hope the DFPI will use the broad authority granted it by the California 
legislature to create accountability and transparency around these schools’ quickly evolving 
financial services practices.   
 

A. Private Colleges Making or Brokering Private Student Loans Are “Covered 
Persons” Subject to the CCFPL. 
 

Private nonprofit and for-profit schools routinely broker private student loans and are 
increasingly making their own loans to students.  I have attached, in Exhibit A, a sampling of 
retail installment contracts and loan agreements offered and provided by both private nonprofit 
and for-profit schools to some of our clients.  These are financial products, as defined by the 
CCFPL, because they each involve the extension of credit to consumers under which the school 
agreed to “defer payment, incur debt and defer its payment, and/or purchase services (an 
education) and defer payment for those services.”  Cal. Fin. Code §§ 90005(g), (h), and (k)(1). 
Many of these loans violate California’s Unruh Act, the Truth-in-Lending Act, and other 
applicable laws.   
 
These schools also broker private loans to their students on behalf of third-party lenders. In some 
of these cases, the schools and the lenders have preferred lender arrangements.  Our 
organizations frequently meet with students who were steered into predatory private loans by 
trusted school employees of the for-profit colleges they attended.  These include former students 
of some of the most predatory institutions in recent memory, including Corinthian Colleges, ITT 
Tech, and California Culinary Institute.   
  
A financial product or service is defined to include “brokering extensions of credit.” Fin. Code § 
90005(k).  In these cases, our clients are not given alternative options for the private financing of 
their education. Typically, the school’s financial aid officer provides a third-party lender’s loan 
application to the student, helps the student (and co-signor) complete the application, then 
submits that application to the lender.  The financial aid officer also provides the student with the 
required disclosures and facilitates the signing of the loan agreement.  Under section 90005(f)(1) 
these schools should be considered “covered persons,” because they are brokering consumer 
financial services to California residents.   
  
Predatory for-profit institutions such as those operated by Corinthian Colleges and ITT Tech 
targeted vulnerable students who had no experience with financial aid and were often the first in 
their families to go to college, single parents, and disproportionately people of color. Former 
students describe a dizzying, rapid enrollment process in which financial aid advisors prepared 
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documents for them to sign without explaining them or giving them time to review. Our student 
borrower clients tell us that this rushed enrollment process left them in the dark about the amount 
or type of debt they had agreed to and did not understand whether they were signing up for 
federal loans, private loans or Pell grants. These loan packages frequently included private loans 
which, unlike federal aid, had to be paid while in school, and had no legal protections if a student 
became disabled or was unable to make a subsistence wage after graduation.   
  
Our clients commonly describe financial aid advisors at these institutions stating, “don’t worry 
we will get you money.” When one student asked a Heald financial aid advisor to explain the 
repayment options on the loans she was taking out, he told her not to worry about loans, because 
with the job she would have after graduation, the money would be paid off in 1 or 2 years. This 
advisor promised,  “you are going to be out of your loans in a few years, your education will stay 
forever." Universally, the students describe being encouraged not to worry about the details of 
the financial aid process and  believing the financial aid advisors had their “best interest at 
heart.” Unfortunately this financial advice was too often provided as part of a slick and 
misleading sales pitch, which left many students with debilitating private, as well as federal 
loans.   
  
Abusive for-profit colleges such as the Corinthian and ITT Tech schools steered students into 
private loan programs that were inherently harmful to students and were designed to help these 
institutions maintain their eligibility for federal student loans while enrolling large numbers of 
low-income students without the ability o pay out of pocket. Federal law requires that 10% of a 
school’s funding come from non-Title IV funding and to fill this gap predatory schools use a 
variety of tactics including steering students into private loans originated through investment 
partnerships.  These schools had entered into agreements to buy all defaulted loans from the 
lender and therefore had an outsized interest in debt collection. This led to egregious debt 
collection activity, such as refusing to defer payments until after graduation, publicly calling 
students out of class, denying them access to educational services, and preventing them from 
attending classes if they were late on making loan payments.   
  
California Culinary Academy (CCA) in San Francisco allegedly had an agreement to recommend 
Sallie Mae as a preferred lender to prospective students. BayLegal has spoken to dozens of 
former CCA students, who are now more than a decade out of school, and the majority are 
carrying high balance, high interest private loans held by Navient (formerly Sallie Mae), most 
of which are in default or negatively amortizing payment plans, many with co-signors. The 
balances on these private loans are almost universally much higher than the amount initially 
borrowed after more than a decade of payments. Numerous CCA students have told BayLegal 
that they were not provided additional private loan options to finance their education. 
 
These examples illustrate how the absence of a government regulator charged with monitoring 
and supervising the student loan products and services offered by schools has left the most 
vulnerable low-income students – veterans, single mothers, seniors, new Californians, and 
people of color – unprotected from abusive and unscrupulous student loan practices costing them 
millions of dollars.  This level of fraud has harmful repercussions throughout the student loan 
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market, as well as our clients’ communities and the larger state economy.  For these reasons, we 
urge the DFPI to step in and regulate these schools’ financial services-related practices. 
 

B. Private Colleges Licensed by or Registered with the Bureau for Private 
Postsecondary Education are Not Exempt from the CCFPL.  

 
While section 90002 exempts licensees of other state agencies, it does so only “to the extent that 
licensee . . . is acting under the authority of the other state agency’s license.” Cal. Fin. Code § 
90002(a).  Although many of these schools are licensed by the Bureau for Private Postsecondary 
Education (BPPE), it issues licenses to authorize non-exempt private postsecondary schools to 
offer educational services in California, not financial ones.  The California legislature enacted 
the Private Postsecondary Education Act of 2009 (the “Act”) (Cal. Educ. Code §§ 94800 to 
94950) to ensure “[m]inimum educational quality standards and opportunities for success for 
California students, “[m]eaningful student protections,” and “[p]revention of harm to students 
resulting from fraudulent or substandard educational program and degrees.” Cal. Educ. Code § 
94801(d).  Thus, the expertise and authority of the BPPE is focused on educational services – not 
on their licensees’ provision of financial services. 
 
The BPPE’s intended focus on ensuring minimum standards for educational programs and 
preventing fraudulent practices in offering or providing education is reflected in its minimum 
standards.  These focus on the content of educational programs, standards for admission, 
educational facilities and equipment, the qualifications of directors and faculty, the financial 
soundness of the institution, the provision of diplomas, degrees and transcripts, and compliance 
with the Act. Cal. Educ. Code § 94855(a).  Indeed, the Act includes only four minimal 
provisions regarding financial services-related activities. The Act requires that schools comply 
with federal law by (1) including the FTC Holder Rule clause in loans made by the school (id. § 
94916); (2) complying with the federal Truth-in-Lending Act when making loans to students (id. 
at § 94918); and (3) complying with the Higher Education Act when participating in the federal 
loan program (id. at § 94919(a)). The only other provision in the Act regarding loans simply 
provides that loans are not enforceable by a school if, at the time the loan was executed the 
school lacked an approval to operate. (Id. at § 94917.) 
 
The BPPE does not have expertise in regulating the kind of sophisticated financial products these 
schools are creating or brokering, nor does it purport to. It does not require schools to regularly 
provide documentation regarding the private loans they broker or make to students so that it may 
either monitor compliance with federal and state financial laws or track and respond to evolving 
financial services and products offered or brokered by its licensees. It requires that its licensees 
annually report the portions of institution income that come from any public sources (Cal. Code 
Regs. tit. 5, § 74110) and non-government financial aid programs it offers (see the BPPE Annual 
Report Form, available at https://www.bppe.ca.gov/annual_report/instructions.pdf).   
 
Another set of schools, out-of-state private postsecondary educational schools that lack a 
physical presence in California, are required to register with the BPPE.  Cal. Educ. § 94801.5.  
These schools are not subject to any of the Act’s minimal financial services provisions, nor do 
they provide annual reports of any kind to the BPPE.   

https://www.bppe.ca.gov/annual_report/instructions.pdf
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These schools are also making private loans to students.  For example, a prior LAFLA client 
enrolled in an online for-profit schools, Centura College, located in Virginia and lacking a 
physical presence in California. The client did not attend a single day of school, as she 
discovered she lacked the technology necessary to access her programs online.  She therefore 
notified the school, by phone, that she was withdrawing from the program.  Then, about 4 years 
later, she was served with a lawsuit seeking to collect on the entire unpaid enrollment agreement, 
which including terms for charting interest for the non-payment of tuition.  A copy of the 
enrollment agreement is included in Exhibit A.  The lawsuit was filed by a debt buyer. Through 
LAFLA’s representation, the lawsuit was dismissed with prejudice.   
 
For the same reasons, private postsecondary schools that are either licensed by or registered with 
the BPPE are also not exempt from the CCFPL’s registration requirements.  Cal. Fin. Code § 
90009(a)(1)(B) excludes licensed entities from registration unless the covered person “is offering 
or providing a product or service that is not regulated by the agency licensing or registering the 
covered person.” As explained above, the BPPE does not regulate schools’ offering or provision 
of financial products or services.  
 
Finally, while there is an exemption for sellers of nonfinancial services, it does not apply to 
lenders who regularly extend credit. Cal. Fin. Code § 90006(e). 
 

C. The DFPI Should Supervise Private Schools that Offer or Provide Financial 
Products or Services. 

  
Given this history of loan steering by financial aid advisors at private post-secondary institutions, 
along with the schools’ increasing use of institutional loans, we believe that DFPI should use 
its oversight and record retention/data collection authority to both monitor the evolving private 
student loan market and protect students from future harm. There is no body that collects detailed 
school-level data on the terms and business practices with respect to the making or brokering of 
private student loans.    
 
We urge the DFPI to require private postsecondary education institutions that broker or provide 
financial products or services to their students to register pursuant to Cal. Fin. Code § 90009 and 
require them to report data regarding these financial products or services to the DFPI pursuant to 
Cal. Fin. Code § 90009(f)(2) and 900010(b).  
 
We also recommend that the DFPI use its many powers to identify and protect students from 
schools that commit unlawful, unfair, deceptive or abusive acts and practices related to the 
provision or brokering of financial products and services.  This includes debt collection tactics 
engaged in by many schools that may be considered abusive or unfair practices. DFPI should use 
its authority to broadly pursue predatory schools as covered persons and end their unscrupulous 
practices. 
 
We are happy to provide more detailed recommendations regarding the application of the 
CCFPL at a later date. 
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II. Non-preempted Private Student Loan Lenders and Loan Holders Should be Regulated 

by DFPI. 
 
In addition to requiring the registration of all non-federal bank lenders that are offering or 
providing student loans to California students (or parents), the DFPI should provide 
comprehensive oversight of the making and collection of these loans in the following ways: 

 
• The DFPI should aggressively utilize its market monitoring and data collection 

capabilities to require annual reporting from all actors in the student finance market, 
including loan holders, lenders, and servicers. 
 

• Currently, default judgments for private student loan debt are being entered against 
thousands of unrepresented borrowers throughout California for significant sums, often in 
the 6 digits, which can result in a lifetime of wage garnishment.  Concerningly, the 
plaintiff loan holders often pursue debts that they have no legal right to collect on, either 
because they are time-barred or the loan holders cannot prove they own the debt. These 
lawsuits are filed against low-income people in communities with the least access to legal 
representation, and the loan holders engage in a volume-based practice predicated on 
pursuing those who are most likely to end up with a default judgment. We are particularly 
concerned about disproportionate impact this practice has on communities of color. DFPI 
should take action to ensure that private student loan holders cannot pursue borrowers 
without first proving that they have a legal right to collect on the debt.  
 

• Private student loan holders (including for loans not made by DFPI preempted banks) are 
refusing to meaningfully respond to demand letters and evidence from borrowers 
providing extensive facts about why and how state law was violated by their schools.  
Borrowers are requesting, under the FTC Holder Rule clause, that these loan holders 
cancel their debts and refund payments when allowed by state law, but the loan holders 
are ignoring these requests.  The failure by loan holders to evaluate these requests, in 
good faith as required by contract law, should be treated as an abusive practice.  
 

This practice is the subject of a complaint filed in September 2020 in California Superior Court, 
Villalba v. Navient.  A copy of the complaint is available here:  
https://predatorystudentlending.org/wp-content/uploads/2020/09/Villalba-v-Navient-Complaint-
Final.pdf.  LAFLA recently requested that Navient cancel five private student loans on behalf of 
a client who attended the Art Institute. Because the promissory notes include the FTC Holder 
Rule clause, LAFLA provided extensive evidence regarding state law violations committed by 
the Art Institute when the client enrolled and while he was in attendance. In response, Navient 
stated that it was “not able to reach the conclusion that [the borrower] has an individual legal 
claim or defense against AI” and made “no comment on whether [the borrower] is entitled to 
relief from repayment… based on the FTC Holder Rule.”  The letter further suggested that “such 
claims and defenses [under the FTC Holder Rule] must be asserted and proven with competent 
evidence in an appropriate legal action.” The borrower, however, is barred by state law from 
filing a lawsuit to assert the state law claims based on AI’s misconduct against Navient. His 
affirmative state law claims are barred by the statute of limitations.  His only option is to wait 

https://predatorystudentlending.org/wp-content/uploads/2020/09/Villalba-v-Navient-Complaint-Final.pdf
https://predatorystudentlending.org/wp-content/uploads/2020/09/Villalba-v-Navient-Complaint-Final.pdf


Legal Services Comments – PRO-01-21 
March 8, 2021 
Page 8 of 12 
 
until Navient files a lawsuit against him, as California law allows him to assert the state law 
claims as a defense to a collection lawsuit even when their statute of limitations has expired.  
 
III. Issuers of Income-Share Agreements Should be Regulated by the DFPI. 

 
Issuers of income-share agreements (ISA) should also be supervised by the DFPI because 
they extend credit to California residents, and are not subject to any exemptions. Cal. Fin. Code 
§90005(f). As background, under an ISA agreement, students typically contract to share a fixed 
percentage of their income if they make over a certain income threshold over a fixed time period, 
or until they pay out a fixed sum, whichever comes first. There are heavy penalties in the event 
of breach, which can include not reporting or submitting to the lender one’s employer 
information, certain tax forms, one’s social security number, and other documents such as pay-
stubs and bank account information by the due date. Issuers of ISAs may be third-parties or 
the educational institution itself.7 
  
ISA lenders provide a form of debt financing,8 w hich should be subject to oversight by the 
DFPI. Many income share agreement providers repeatedly emphasize that they are not extending 
credit because the amount a borrower will pay back is not fixed under the agreement.9  Many 
ISA contracts even contain statements stating that the ISA is not a loan or credit. This is not the 
case: ISA lenders plainly extend to students the right to defer payment on their educational 
program until they leave their program and reach a minimum income-threshold. The CCFPL 
anticipates that some debts may be contingent and not fixed. As such, the triggering events in 
ISAs do not mean that these agreements do not constitute an extension of credit. Fin. Code 
§ 90005(f).  
  
ISA issuers do not fall under any CCFPL exemptions. For instance, there is no other California 
agency that licenses ISA issuers. Cal. Fin. Code § 90002(a). Moreover, while there is an 
exemption for sellers of nonfinancial services, it does not apply to lenders who regularly extend 
credit. Cal. Fin. Code § 90006(e). ISA lenders could be considered to exchange a nonfinancial 
service (i.e., education), but these lenders issue far more than 25 ISAs in one calendar year, and 
thus regularly extend credit under TILA and the CCFPL. 12 C.F.R. § 1026.2.  
  
ISA lenders currently operate in a largely unregulated landscape and have been granted leeway 
to engage in predatory practices. Some examples of issues that have come up with ISAs are 
individuals being asked to comply with agreement despite not finishing their programs, creating 
the looming threat of hefty penalties (which can be upwards of $30,000) for not reporting one’s 

 
7 See e.g., Leif Corporation, which issues ISAs in partnership with schools.  (https://leif.org/schools). ISA contracts 
sometimes refer such companies as the “ISA program manager.” 
8 See e.g., Adam Levitin, What Is "Credit"? AfterPay, Earnin', and ISAs, Creditslips (July 2019), 
https://www.creditslips.org/creditslips/2019/07/what-is-credit-afterpay-earnin-and-isas.html; Shear and Pearl, Credit 
by Any Other Name, Protectborrowers.org (July 2020), https://protectborrowers.org/wp-
content/uploads/2020/07/Pearl.Shearer_Credit-By-Any-Other-Name.pdf 
9 See e.g., Fisher et al., Regulatory Treatment of Educational ISAs under Federal and Select State Consumer Credit 
Statutes (March 2019), https://media2.mofo.com/documents/190408-regulatory-educational-consumer-credit-
statutes.pdf 

https://leif.org/schools
https://www.creditslips.org/creditslips/2019/07/what-is-credit-afterpay-earnin-and-isas.html
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place of employment or other personal information to the lender. As of yet, it is important to 
mention that we have not had a significant number of clients with ISA issues. However, this may 
be because ISAs are a relatively recent development, mostly fueled by the rise of online coding 
bootcamps. In short, the DFPI has jurisdiction and should regulate ISA lenders in order to ensure 
this industry develops in a way that benefits consumers.  
 
The DFPI should consider all of the following: 
  

• ISA lenders should be required to provide certain information to consumers upon request 
per Cal. Fin. Code §90008(d)(1), including for example a consumer’s last date of 
payment; the approximate annual interest rate consumers will be paying based on their 
income; or default rates by students.  
 

• ISA lenders should register with the DFPI pursuant to Fin. Code §9009 because they are 
not currently licensed or registered by another agency in their capacity as ISA lenders.  
 

• The DFPI should consider prescribing rules to reduce the risk of ISAs to 
consumers pursuant to Fin. Code § 90009(b)(1). Such risks may include the overly severe 
penalties in the event of breach (e.g., being subject to paying the full loan amount for late 
reporting of one’s employment); or caps on the percentage of income that ISA companies 
can charge.   
 

• ISA lenders should be made to retain records under Fin. Code §9009(b)(2), for instance 
documenting student default rates on ISAs, the number of ISAs issued, and the 
percentage of former students whose ISAs are triggered by the minimum 
income threshold provision.   
 

• The DFPI should promulgate rules to identify abusive acts or deceptive acts by ISA 
lenders under Fin. Code §90009(c). Such rules should consider ISA lenders 
misrepresenting the contents of the agreement, such as stating that they are “not a 
loan” and misleading comparisons to student loan programs.   
 

• The DFPI should gather data from ISA lenders pursuant to Fin. Code § 90009 (f)(2) and 
90010(b). Some examples of relevant data to protect consumers may be for instance to 
track the percentage of defaults on ISAs; the average overall costs for students who 
attend the program upon completing their ISA; or the average interest rate of an ISA 
agreement.   

 
IV. The DFPI Should Monitor and Take Action Against Fraudulent Student Loan Relief 

Companies. 
 
We urge the DFPI to continue to monitor and take action against fraudulent student loan debt 
relief companies. These companies prey on low and moderate income consumers, often charging 
hundreds of dollars for services that consumers or their student loan servicers can do at 
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no cost. These companies often target elderly clients of limited means, pocketing hefty fees 
while providing none of the promised relief from crushing student loan debt.  
 
Student loan relief scams are some of the most common issues that come up in our practice. One 
client in her late 50s, Paulette, was recently scammed into paying upwards of $500 to a company 
called Liberty Student Loan Forgiveness, which claimed they would have her federal parent plus 
loans cancelled. Instead, they merely consolidated her loans, a process which is completely free 
and available to do online. When Paulette asked the contract to be terminated, the company 
continued to charge her. Another client, Juvenal, was scammed into paying hundreds of dollars 
for a company to help him qualify for Public Service Loan Forgiveness – they took his money 
and he never heard from them again. They did nothing to help him with his PSLF application. 
Instead, Juvenal has repeatedly been denied PSLF despite working in government and public 
service for over 10 years. Another client, an elderly woman, similarly handed over all her 
personal information to a student loan debt relief company called Federal Document Assistance 
Center (FDAC), which claimed they would have her loans cancelled. She was never able to 
reach them after they received payment, and they did nothing to help her with her student loan 
debt.  
 
V. DFPI’s Complaint Process 
 
We often submit complaints to regulatory agencies on behalf of our clients who have been 
subjected to unlawful business practices.  We do this because our clients may not have the time 
or inclination to submit complaints themselves, or because they do not understand which facts 
are most relevant to potential legal violations. 
 
For example, LAFLA recently submitted several complaints regarding debt collection abuses and 
debt relief companies to the DFPI.  In doing so, we noticed several ways that the complaint 
process could be improved: 
 

• We recommend that the DFPI revise the online complaint process to allow the filing of 
the complaint by attorneys on behalf of the actual complainant.  This allows the attorneys 
to identify themselves and provide their contact information, as well as provide the 
identity and contact information for the client.  Currently, the DFPI complaint only 
allows the entry of the name and identity of one person, so we have to include our client’s 
information in the text if the complaint. 
 

• If an attorney submits a complaint on behalf of a client, then the DFPI should allow the 
attorney to communicate with the DFPI regarding the complaint, as well as receive 
questions, information and communications from the DFPI.  We realize we must provide 
a form signed by our clients authorizing the DFPI to discuss and share personal private 
information with us.  This is common among government agencies (including the CA 
AG’s office, the BPPE, and the CFPB), most of which routinely accept forms that we 
have created.  When LAFLA recently submitted its authorization form to DFPI, however, 
it asked for LAFLA to have its client sign an additional authorization form.  Having our 
clients sign additional forms can take time, as they often live far from our offices and/or 
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lack the necessary technical equipment to sign forms electronically.  While we want to 
share information with the DFPI, if the complaint-submittal process requires too much of 
our time we are less likely to submit complaints. Alternatively, we would be happy to 
modify our forms with whatever consent language the DFPI deems necessary. 
 

• Once a complaint has been submitted, DFPI should provide an immediate, downloadable 
copy of the complaint or immediately email a copy of the complaint to the complainant.  

 
VI. Recommended Studies and Data Collection 

 
Private student loan holders use the civil court system to obtain default judgments and use 
lawsuits as leverage to negotiate settlement agreements with borrowers. The DFPI should require 
regulated lenders to report information about debt collection lawsuits, case outcomes, and post-
judgment collection activity. Because state court record data is disaggregated across 58 counties, 
and the Judicial Council of California does not track case filing information at a granular level, 
the DFPI should ensure that it collects data from lenders to obtain a statewide understanding of 
how private student lenders are using state courts to collect on defaulted loans. The DFPI should 
partner with courts to obtain docket-level data on private student loan cases filed and should 
require regulated lenders to report on debt collection actions filed in state court.  
  
In order to track the filing and outcomes of state court lawsuits to collect student loan, the DFPI 
should require regulated lenders to provide data on borrower addresses, case filing, case 
dispositions, terms of settlement agreements, and post-judgment collection activity in collection 
actions filed in California Superior Courts. This information can be coupled with docket-level 
data reported by courts to track debt collection cases over time. A search by plaintiff name in a 
private third-party aggregate database shows that hundreds of borrowers are sued each year in 
California state court.10 Since 2015, some of the most active filers have sued thousands of 
borrowers: National Collegiate Student Loan Trust has sued 3,850 Californians, Educap has sued 
119, Navient sued 594, and SLM Private Student Loan Trust has sued 221 borrowers.  Some of 
these borrowers were served with multiple lawsuits. 
  
Although the number of lawsuits filed by the most active collector of securitized private student 
loans, National Collegiate Student Loan Trust, has decreased following the Consumer Financial 
Protection Bureau action against NCSLT, this collector continues to file hundreds of new cases 
annually and collects on thousands of old judgments and settlement agreements on defaulted 
private student loan debt. The DFPI should be requiring data reporting by lenders and working 
with state courts to gather uniform and useful data by requiring covered entities to report docket-
level information, including geographic information on new filings, as well as outcomes of 
collection cases, and post-judgment collection activity, such as executions of judgment and 
satisfactions of judgment.  
  

 
10 See data collected March 4, 2021 by UCI Consumer Law Clinic. Data source: 

www.unicourt.com. 

http://www.unicourt.com/
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Adequate data collection from both the courts and lenders will allow the DFPI to engage in 
studies to ensure that private student loan debt collection is fair, that lenders are not unfairly 
targeting certain borrowers with debt collection lawsuits, and that lenders are not using deceptive 
practices to obtain default judgments and settlement agreements against consumers who default 
on their student loans.  
 
If you have any questions, please feel free to contact Robyn Smith, LAFLA (rsmith@lafla.org); 
Claire Torchiana, HERA (ctorchiana@heraca.org); or Stacey Tutt, UC Irvine 
(stutt@law.uci.edu). 
 
Sincerely, 
 
Legal Aid Foundation of Los Angeles 
Bay Area Legal Aid 
Housing and Economic Rights Advocates 
UC Irvine, School of Law, Consumer Law Clinic, on behalf of their clients  
 

 
Cc: Charles Carriere, Senior Counsel (Charles.carriere@dfpi.ca.gov) 
 

mailto:rsmith@lafla.org
mailto:ctorchiana@heraca.org
mailto:Charles.carriere@dfpi.ca.gov
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