FACT SHEET: PROTECTING STUDENT LOAN BORROWERS

The Department of Education and the Department of the Treasury, in consultation with the Consumer Financial Protection Bureau, took an important step in their ongoing work to strengthen the student loan system by releasing a new set of repayment rights for borrowers with federal Direct Loans.

Last year, President Obama signed a Presidential Memorandum on a Student Aid Bill of Rights, calling on the agencies to strengthen student loan servicing. In September 2015, the three agencies published a joint statement of principles calling for student loan servicing standards to improve borrower outcomes and reduce loan defaults.

The Administration continues to take historic steps to improve consumer protections and enhance the borrower experience. The borrower repayment rights announced today build on the work of federal and state law enforcement agencies, including the Consumer Financial Protection Bureau and state attorneys general. These borrower repayment rights were also informed by input from student loan borrowers, consumer advocates, the student loan industry, and higher education policy experts. The agencies will continue to seek input from these stakeholders as this important work continues.

STUDENT LOAN BORROWER REPAYMENT RIGHTS

Accurate and Actionable. Student loan borrowers depend on servicers to provide basic information about account features, borrower protections, and loan terms. It is critical that information provided to borrowers by student loan servicers be accurate and actionable. In keeping with this principle, borrowers’ rights and expectations should include, but not be limited to the following:

· Borrowers have a right to receive personalized, actionable, and effective information about alternative repayment plans, including income-driven repayment plans. Monthly statements and routine email communications should provide clear, personalized information that allows borrowers to better understand and evaluate available repayment options. Borrowers deserve to know they have a right to enroll in a different repayment plan—including one that may lower their monthly payment— and should be provided with actionable information on how to do so.
· Borrowers have a right to access knowledgeable, well-trained staff who can evaluate borrowers’ specific circumstances to help them stay on track. Borrowers should have access to specially-trained servicing staff who are well-versed in repayment and forgiveness options, including income-driven repayment plans. When borrowers ask about ways to lower their monthly payment or describe experiencing financial distress, they deserve direct access to specially-trained staff equipped to answer their questions and identify options that best fit their financial circumstances. Generally, these staff should prioritize setting up borrowers for long-term success, including by helping borrowers enroll in income-driven repayment plans prior to advising them to suspend making monthly payments. Borrowers should be able to ask for help, confident that specially-trained staff will always spend the appropriate amount of time needed to help those borrowers make informed decisions. 
· When borrowers fall behind, they should be able to depend on knowledgeable, well-trained staff to reach out. Borrowers most at risk of default should receive actionable information early enough to help them get back on track, and to empower them to successfully manage their student loans over the long term. Borrowers who are at high risk of defaulting may need extra help to stay on track and should expect proactive outreach from specially-trained staff so that they can get select an affordable repayment plan. 
· Military borrowers should be able to speak with staff trained to help navigate benefits and protections for servicemembers and veterans. Military borrowers should be able to access specially-trained staff who are well-versed in the benefits and protections afforded to servicemembers and veterans. Servicers should identify and proactively reach out to military borrowers to help them take advantage of any available benefit or protection and to provide extra help if these borrowers fall behind.  
· Borrowers enrolled in income-driven repayment plans should always be aware of upcoming changes in their monthly payments. All borrowers approaching their annual deadline to recertify income and family size under an income-driven repayment plan should receive a step-by-step, plain language guide to the recertification process, regular outreach, and personalized information about the new monthly payment amount and other consequences that will result if the borrower fails to recertify.  
· Borrowers enrolled in income-driven repayment plans should not be harmed by processing delays, lost paperwork, or bad information. Borrowers enrolling in or recertifying an income-driven repayment plan deserve direct access throughout the application process to specially-trained staff who will help ensure an application is completed and that borrowers are successfully enrolled in the plan. Borrowers who submit complete paperwork to recertify income and family size prior to their annual deadline should be protected from the negative consequences of failing to recertify. 


Consistent. Student loan borrowers and servicers alike would benefit from a clear set of expectations for what constitutes minimum quality requirements for servicers, including adequate and timely borrower communications. In keeping with this principle, borrowers should expect all common servicing functions to be consistent, and borrowers’ rights and expectations should include, but not be limited to the following:

· Student loan borrowers deserve a clear path to making and maintaining affordable payments under an income-driven repayment plan. When paperwork is incomplete or borrowers need to provide more information, borrowers should expect a clear explanation of what is needed to complete their enrollment or re-enrollment so they can stay on track. Borrowers should know that the process is the same for everyone, no matter who they speak with or what website they visit.   

· Borrowers should be able to easily direct their payments and expect servicers will credit their account the day the payment was received. When borrowers pay more or less than they owe on their monthly statement, they often provide instructions related to how this payment should be processed. When borrowers provide instructions—whether related to a single payment or to all future payments—those instructions will be honored. Payments should be credited to borrowers’ accounts the day the payment is received.
· Even when borrowers do not provide instructions, they should still expect that their payments will be applied fairly. Extra payments (known as “prepayments” or “overpayments”) should always be applied to borrowers’ highest interest rate loans. Borrowers should expect payments to be handled this way, unless they instruct their servicer to do something different.

· Borrowers should expect easy access to their payment histories so they know exactly where their money goes. Borrowers should be able to request copies of their payment histories for the life of their loan and schedule of future payments, as well as receive them quickly and at no cost.
· Borrowers should regularly receive basic information about their loans. Borrowers should be able to easily access information about interest accrual and capitalization, as well as the number of qualifying payments made and/or remaining towards certain benefits and protections, such as loan forgiveness under an income-driven repayment plan.
· When borrowers pay off a student loan, they deserve a fair and transparent process. Borrowers should receive clear instructions about how to request payoff statements and how to pay off only the loans they want. Borrowers should receive reliable payoff statements that include a clear expiration date. Borrowers should also be able to track the processing of payoff payments and access a “paid-in-full” confirmation.
· Borrowers should receive consistent service when servicers change. When borrowers’ servicers are changed, they should be able to depend on both companies to provide specific information to ensure they know how to make payments, the status of any automatic payments, and updates about the status of their loans. Borrowers should be able to expect their new company to actively monitor their accounts for any errors that may have occurred during transfer, to ensure borrowers’ payments are on track, and to guarantee that borrowers continue receiving any benefits or protections applied to their loans by their old company. If there is a servicer error during transfer, borrowers should not be harmed.

Accountable. Borrowers should expect fair, efficient, and effective student loan servicing. Borrowers, federal and state agencies and regulators, and law enforcement officials should have access to appropriate channels for recourse when federal or state consumer financial laws are violated. In keeping with this principle, student loan borrowers should expect servicers to be accountable for errors, provide quick responses to inquiries and complaints, and deliver transparent resolutions when problems occur. Borrowers’ rights and expectations should include, but not be limited to the following:

· The Department of Education will monitor borrowers’ experiences when repaying student loans, ensuring that they receive timely and accurate help when they need it. Borrowers should be able to rely on robust oversight, including by leveraging the new enterprise complaint system; systematic tracking of the substance and outcome of all borrower calls with experts, borrower requests for assistance and account disputes, as well as a periodic review of a sample of recorded calls for quality; and corrective action when necessary. Borrowers should also be able to depend on comprehensive coordination and information sharing with state and federal law enforcement agencies so these agencies can take action if illegal practices occur.
· Borrowers should have access to a simple process to file complaints about their federal student loans and receive a response to their concerns. With a limited set of streamlined, consistent systems and processes, the Department of Education will be able to more effectively manage and oversee vendors’ performance. The new enterprise complaint system, in particular, should be leveraged to ensure accuracy and excellence in federal student loan borrower customer service.  

· Borrowers should expect that requests for assistance and account disputes shouldn’t go unanswered, and borrowers have a right to get a second opinion. When borrowers contact their servicer, they should be able to expect clear rules for handling inquiries, complaints, and disputes in a timely manner and should be able to rely on servicers to provide full, substantive responses, even if no action was taken. Borrowers should also be able to access an escalation process where borrowers’ concerns are reevaluated by senior personnel, and borrowers are provided with a substantive response.  
· Borrowers should be protected while their complaints are reviewed. Borrowers should not be penalized while waiting for their servicer to review their accounts.
· Borrowers deserve fair treatment while repaying their loans, no matter who is handling their account. Any third-party providing student loan servicing on behalf of servicers should honor these principles. Borrowers should be able to expect that servicers are responsible for oversight, particularly if things go wrong. Borrowers should be able to rely on servicers’ monitoring and reporting of conduct by their third-party contractors, and that findings are shared with federal and state law enforcement officials.

Transparent. The public, including student loan borrowers, may benefit from information about the performance of private and federal student loans and the practices of individual student loan lenders and servicers. This includes information related to loan origination, loan terms and conditions, borrower characteristics, portfolio composition, delinquency and default, payment plan enrollment, utilization of forbearance and deferment, the administration of borrower benefits and protections, and the handling of borrower complaints. The federal government already makes much of this information available for federal student loans, and private-sector lenders and servicers should follow suit. Portfolio performance data, including data at the individual servicer level, should be available for all types of student loans. In keeping with this principle, borrowers’ rights and expectations should include, but not be limited to:

· Borrowers and the public should have access to information on aggregate student loan outcomes, including whether borrowers are able to keep up with their payments and able stay out of default. Borrowers and the public should have access to service provider-specific information, including data about delinquency and default, the use of forbearance and deferment, and enrollment by repayment plan, including income-driven repayment plans. Data should include, for example, the number of borrowers who submit applications, the number applications that are approved, denied, or incomplete, and the number of borrowers whose recertification of income and family size is approved on time. 

· Borrowers, taxpayers, and the public should have access to enhanced reporting and robust information about the Federal Student Loan Portfolio. The Department of Education should make improvements to the Federal Student Aid Data Center and continue to provide more information about the Federal Student Loan Portfolio.  The new enterprise data warehouse should be leveraged to make federal student loan data more widely available and easier to use by borrowers and the public.    
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