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Gov't questions unfair student loan practices

By Ken Sweet
AP Business Writer

NEW YORK — One of the
nation’s largest student loan
servicing companies may
have driven tens of thou-
sands of borrowers strug-
gling with their debts into
higher-cost repayment plans.

That’s the finding of a
Department of Education
audit of practices at Navient
Corp., the nation’s third-
largest student loan servicing
company.

The conclusions of the 2017
audit, which until now have
been kept from the public and
were obtained by The Associ-
ated Press, appear to support
federal and state lawsuits that
accuse Navient of boosting its
profits by steering some
borrowers into the high-cost
plans without discussing
options that would have been
less costly in the long run.

The education department
has not shared the audit’s
findings with the plaintiffs
in the lawsuits. In fact, even
while knowing of its conclu-
sions, the department repeat-
edly argued state and other
federal authorities do not
have jurisdiction over Navi-
ent’s business practices.

“The existence of this audit
makes the Department of
Education’s position all the
more disturbing,” said Aaron
Ament, president of the
National Student Legal De-
fense Network, who worked
for the Department of Educa-
tion under President Barack
Obama.

The AP received a copy of
the audit and other docu-
ments from the office of Sen.
Elizabeth Warren,
D-Massachusetts, who has
been a vocal critic of Navient

“This (audit), when viewed
as a whole, as well as dozens of
other audits and reviews, show
Navient overwhelmingly per-
forms in accordance with pro-
gram rules while consistently
helping borrowers choose the
right options for their circum-
stances,” said Paul Hartwick, a
company spokesman.

However, the five states su-
ing Navient — Illinois, Penn-
sylvania, Washington, Califor-
nia and Mississippi — say the
behavior breaks their laws
regarding consumer protec-
tion. The Consumer Financial
Protection Bureau says in its
own lawsuit the practices are
unfair, deceptive and abusive
and break federal consumer
protection laws.

Of the five states that filed
lawsuits against Navient,
only Illinois and Pennsylva-
nia were even aware of the
audit, and they said they did
not receive their copies from
the Department of Educa-
tion. The Consumer Financial
Protection Bureau declined to
comment on whether it had a
copy of the report.

The Department of Educa-
tion said withholding the
report was intentional, re-
peating the argument it has
made in court and in public
that only it has jurisdiction
over student loan servicing
issues, through its Federal
Student Aid division, or FSA,
which oversees student loans.

“FSA performed the review
as part of its own contract
oversight, not for the benefit
of other agencies,” said Liz
Hill, a Department of Educa-
tion spokeswoman.

When student borrowers
run into difficulties making
payments, they can be offered
forbearance, which allows

three years — the maximum
allowed for economic-hard-
ship forbearance — would
pay an additional $6,742 in
interest on that loan.

“This finding is both tragic
and infuriating, and the find-
ings appear to validate the al-
legations that Navient boosted
its profits by unfairly steering
student borrowers into
forbearance when that was
often the worst financial
option for them,”Warren said
in a letter to Navient last
week.

As part of their inquiry,
Dok auditors listened in on
about 2,400 randomly se-
lected calls to borrowers from
2014 to 2017 out of a batch of
219,000. On nearly one out
of 10 of the calls examined,
the Navient representative
did not mention other op-
tions, including one type of
plan that estimates the size
of a monthly payment the
borrower can afford based on
their income. Auditors wrote
that many customer service
representatives failed to
ask questions to determine
if such a plan, known as an
income-driven repayment
plan, might be more benefi-
cial to the borrower.

There is no public record of
how many struggling borrow-
ers serviced by Navient may
have been impacted by these
practices. In its most recent
annual report, Navient says
it services 6 million student
loan borrowers, of which 12.7
percent are more than 30 days
past due. That would be rough-
ly 762,000 customers who are
struggling in some fashion to
pay their student loans.
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3815 Pocahontas Road, Baker City 541-523-6404
307 Greenwood Street, La Grande 541-963-3113
Cabinet Shop: 217 Greenwood Street, La Grande 541-963-2613

steering borrowers. “Noth-
ing in the report indicates
forbearances were applied
inappropriately — the
observations noted focused
on suggested improve-
ments regarding how to best
counsel” a small minority of
borrowers, she said.

In response to questions
over the 2017 audit, Navient
pointed to the fact that nine
out of every 10 borrowers
on the calls were offered all
their options and that this
audit is just one piece of a
broader story.

The company noted the
number of its borrowers
who are enrolled in income-
driven repayment plans is in
line with or above the track
records of other student loan
servicing companies. In
addition, it said the company
is paid less by the Depart-
ment of Education for put-
ting students in forbearance.
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BUY - SELL - TRADE
November 24th & 25th

Saturday 9am - 6pm ¢ Sunday 9am - 3pm
$5.00, Children under 12 free

Baker County Event Center (The Old Armory), Baker City, O

R 97814

Reservations: Ray (541.519.7482) or e-mail: traderrays @eoni.com

Children under 18 shall be accompanied by an adult.
All Federal, State and Local laws shall be enforced.
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own feam fogether!
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Subscriber ONLY Presale

Only $8 Each

(reg price $10.00 ea.)*
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ay Music Festival

« EOU Chamber Choir *

¢ African Drumming EnSemble

45th Parallel

Grande Ronde Community Choir *

Grande Ronde Symphony Orchestra

Community Symphonic Band

EOU Fiddle Ensemble
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EASTERN OREGON UNIVERSITY

McKenzie Theatre ¢ two performanc
Saturday, December 1 - 7:30 p.m.
Sunday, December 2 - 3:00 p.m.

Adults $10.00

es

Seniors and Students $8.00

Tickets available at Red Cross Drug and The EOU

Bookstore. Advanced ticket purchase is highly recommended.

Purchase tickets online for $10 each with credit
at eou.edu/music.

Net proceeds benefit the music funds in the EOU Foundation.

For more information,
contact Peter Wordelman at 541-962-3352

card

*If you are a subscriber to The Observer you can
purchase your discounted tickets at The Observer office

from Monday, November 12 through Wednesday,
November 28, 2018.

Advance ticket purchase is highly recommended.

Happy Thanksgiving from our Family to Yours (g Grande Ronde Hospital




