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In the last decade, student loan debt has exploded, directly impacting the lives of millions of Americans 

and leaving its mark on the entire economy. There are now over 800,000 student loan borrowers in 

Washington state alone.  Collectively, these borrowers owe over $24 billion. 1 With the cost of higher 

education continuing to rise at alarming rates and college education becoming a requirement for more 

and more jobs, many more will soon be joining their ranks.   

Burdened by extraordinary student loan debt and stagnant wages, a generation of Americans are 

delaying or forgoing opportunities to build wealth, such as purchasing their first homes or starting their 

own businesses.2 These trends exacerbate the already wide racial wealth gap. Student loan debt is also 

hampering older Americans’ ability to retire with adequate financial support.   

Unfortunately, while pursuing a higher education is widely-accepted as a pathway to higher incomes 

and better opportunities, many Washingtonians are finding their student loan payments unaffordable.  

In fact, more than one in ten student loan borrowers in Washington have a student loan debt in 

collections.3 Delinquency and default can have serious, long-term effects on borrowers.4 Defaulting on a 

student loan harms a borrower’s credit score, making it more difficult to access jobs and housing, as 

employers and landlords routinely conduct credit checks when assessing applicants. For seniors, it could 

mean garnishment of their Social Security income, locking them into a lifetime of poverty.  

Clearly, Washington residents’ lives and potential for economic prosperity is inextricably tied to how the 

state chooses to address this crisis.   

Student loan servicers are a critical link between borrowers and the repayment of their loans. For 

federal student loans, servicers are the gateway to determining whether students are placed in the relief 

plans available to them under federal law. When servicers do not do their job, students cannot 

reasonably repay their loans.  

As servicers have an unavoidable role in this cycle of debt and repayment, it is essential that they are 

operating in the best interest of student loan borrowers. Unfortunately, servicers have frequently been 

shown to operate contrary to this notion, employing practices that benefit both themselves and lenders 
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at the expense of borrowers. In fact, a recent U.S. Department of Education audit found that Navient 

Corp., the nation’s third-largest student loan servicing company, may have failed to let students know of 

all available options and put people in higher-cost repayment plans, potentially affecting tens of 

thousands of people struggling with student loan debt.5 Recent rollbacks in servicing standards at the 

federal level have made it even easier for servicers to exploit these borrowers.  

While the abusive practices of student loan servicers become increasingly apparent, student loan 

borrowers are receiving little assistance from the federal Department of Education. In fact, the U.S. 

Department of Education is currently taking steps to roll back existing protections against abusive 

student lending practices. 

Fortunately, through its passage of the student education loan servicing provisions of the Consumer 

Loan Act, the Washington legislature took a significant first step in reigning in some of the abusive 

practices employed by student loan servicers.

Responding to widespread concerns about student loan debt and poor servicing practicing affecting 

resident borrowers, states have been focusing their traditional consumer protection oversight tools on 

student loan servicers.  In addition to Washington, several other states have passed legislation to ensure 

state oversight of student loan servicing practices. These states include Connecticut, California, and 

Illinois. In efforts to avoid this oversight, student loan servicers and the U.S. Department of Education 

have made misguided claims that states do not have any authority in this area.  

Enforcement and regulation of consumer protection laws, including through actions brought by states 

against student loan servicers, are “well within the scope” of historic state police powers.6  In fact, the 

Attorney General of Washington, Robert W. Ferguson, has affirmed the right of the states to oversee 

and enforce student loan laws, joining 29 other state attorneys general in signing a letter stating, in part: 

Given the states’ experience and history in protecting their residents from all manner of 

fraudulent and unfair conduct, they play an essential role in consumer protection in 

student loans and education. States are uniquely situated to hear of, understand, 

confront, and, ultimately, resolve the abuses their residents face in the consumer 

marketplace. Abuses in connection with schools or student loans are no different. As with 

other issues facing their citizens, state regulators bring a specialized focus to, and 

appreciation for, the daily challenges experienced by students and borrowers. Far from 

interfering with the Department and other federal efforts to rein in abuses, the record 

overwhelmingly demonstrates that state laws and state enforcement complement and 

amplify this important work.7 

The Washington State Department of Financial Institutions (DFI) is tasked with promulgating regulations 

to implement the student education loan servicing provisions of the Consumer Loan Act. As this 

rulemaking process continues, we will be submitting further comments to DFI.   

Thank you for the opportunity to comment on the proposed rules.  We support Washington’s efforts to 

curtail abusive student loan servicing practices, and we look forward providing additional information 

related to the implementation and rulemaking process to ensure that Washington students are 

protected in the most meaningful way possible under state law.     



If you have any questions or require additional information, please contact:  

Northwest Justice Project 

401 Second Avenue S, Suite 407 

Seattle, WA 98104 

(206) 464-1519  

Northwest Consumer Law Center  
214 E Galer St #100 
Seattle, WA 98102 
(206) 805-0989 
 
Statewide Poverty Action Network 
1501 North 45th Street  
Seattle, WA 98103 
(206) 694-6794 
 
Columbia Legal Services  
Central Support Office 
101 Yesler Way, Suite 300  
Seattle, WA 98104 
(206) 464 -1122 
 
Center for Responsible Lending  
302 West Main Street 
Durham, NC 27701 
(919) 313 - 8500 
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interactive-map/ 
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2018, https://ticas.org/sites/default/files/pub_files/ticas_default_issue_brief.pdf  
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