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Chairwoman Limón. Vice Chairman Chen. Members of the Committee. Thank you so
much for the honor of testifying here today.
This is my second time testifying before the California legislature. I was last here in
2017 as California became one of the first states in the country to take the critical step
of overseeing the student loan market.1
But as I sit here today, the breadth of the challenges that consumers face across this
state and this country loom larger; the risks more significant; the harms more severe.
The threats—even from those serving in power—are tangible. The allies are scarce.
And with that, the seriousness and scope of this state's collective response—and the
centrality of this Committee in that response—more critical. The deep, systemic
reforms—more necessary.
The financial futures of tens of millions of citizens across this state rest in the balance.
There is perhaps no better demonstration of this precarious position than through the
lens of the student debt crisis going on right outside these walls. Because I can think of
no more apt example that conveys the urgency of the requisite action than what has
happened across the student loan market in just these past two years.
•

$143 billion in student debt has been added nationally—now borrowers
collectively owe more than $1.5 trillion in outstanding student loans;2

•

More than half a million people have been forced to take on student debt—now
there are more than 44 million Americans getting a student loan bill each month.3

•

$3,000 dollars have been added to borrowers’ balances—now student loan
borrowers owe, on average, more than $35,000 in student debt.4

•

More than a quarter of a million older borrowers have brought nearly $19 billion
of student debt into their retirement years—now 3.2 million seniors owe more
than $85 billion in student debt.5
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•

And, in the 24 months since I was last here, two million borrowers have defaulted
on their student loans—now 8.5 million student loan borrowers across the
country are in default.6

And across California, the picture is equally bleak.
•

3.8 million Californians owe more than $134 billion in student loan debt.7

•

Nearly half a million of these borrowers live in rural communities across
California, and more than 80,000 of these borrowers are at least three payments
behind.8

•

Over 300,000 of California’s seniors owe student loan debt, many of which are
having their Social Security benefits offset because their loans are in default.9

But this is more than numbers. This is the pain of forcing a parent to choose between
groceries or making her student loan payment.10 This is the pain of forcing a neighbor to
choose between his medicine or his debt.11 This is the pain of living amidst another
crisis.12
By holding this hearing today, this Committee has again taken a major step in
recognizing that California is in a crisis. But more importantly, by holding this hearing
today, this Committee has recognized its power to help end it.
From this perspective, the story of the student debt crisis and California’s response is a
lesson in the power of public policy to improve student loan borrowers’ lives. But more
than that, it can create a roadmap for how the government oversees all of consumer
finance. It can provide the blueprint for California to build an oversight framework that
matches the complexity and nefariousness of a financial sector that seems to know no
bounds.
The Student Debt Crisis
The student debt crisis—both in California and across the country—is about more than
debt loads and ballooning balances. It is about more than higher education policy and
college affordability. The student debt crisis is a significant—perhaps the most
significant—consumer finance issue threatening our nation at this time.
We have dropped a trillion dollars of debt on the backs of American families with little
thought to the oversight, consumer protection, or accountability that is necessary to
manage it.
We encouraged millions of students to take on billions in debt. And then, to add insult to
injury, we sent them into a market with a piecemeal consumer protection framework that
buckled under the weight of this historic burden. We continue to ignore the risks that
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pervade this market and the harms inflicted upon millions of borrowers who are falling
through its cracks.
From student loan servicers13 to for-profit schools,14 from debt collectors15 to private
student lenders,16 from private equity firms17 to debt relief scams18—entire industries
have built their profit models around taking advantage of student loan borrowers. Their
practices collectively add billions of dollars of additional student debt to household
balance sheets, damaging the financial future of an entire generation.19
Throughout America, big banks and small scams hurt millions of borrowers at every
single point of their financial lives—from the day a student receives her first bill until the
day she pays off her last loan.
•

Student loan servicers are doling out millions in executive compensation while
arguing that they have no responsibility to the very borrowers they are paid to
serve;20

•

Private student lenders with business practices that would make payday lenders
blush are casually making non-dischargeable loans they know are going to fail;21

•

Banks are setting up shop on campuses to prey on students—leeching overdraft
fees from the financial aid of the most vulnerable;22

•

Social media companies are driving revenue for investors by pushing scam ads
that tout fake “student loan debt relief” to the most desperate borrowers;23

•

Companies that exist solely to manipulate outcomes for the poorest-performing
schools are committing illegal practices that keep the taxpayer spigot flowing;24

•

Debt collectors and collection lawyers are manipulating the court system in order
to garnish borrowers’ wages and destroy consumers’ credit.25

And sadly, this is only a mere glimpse.
Tens of millions of student loan borrowers nationally, and millions right here in
California, are trapped in a broken system.
The Consumer Financial Protection Bureau
If you are chasing the American dream, you should not be ripped off at every turn.
Almost a decade ago, that was the vision for the Consumer Financial Protection
Bureau—a federal agency with the tools, resources, and resolve to stand up for the 260
million consumers in this country.26
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From mortgages to money orders.27 From credit cards to credit reporting.28 From
prepaid cards to payday loans.29 And of course, student loans.30
Across all of these markets, the Consumer Bureau had one mission—protect
consumers.
And in nowhere was this mission more important than in the student loan market—a
market where, prior to the CFPB, any notion of oversight came from the Department of
Education—the self-described “largest special purpose consumer bank in the world.”31
In effect, lawmakers placed a trillion-dollar bet on the prospect that a giant creditor could
be trusted to self-police. They wagered the financial futures of millions of students, and
those students lost.
Student loan borrowers needed a watchdog that was not tainted by its role as a creditor
and contract administrator. They needed a watchdog that was not trying to push dollars
out the door. They needed a watchdog that was not sending out mixed messages
prompted by perverse incentives.
The CFPB could fill this role because its mission was clear—protect consumers.
Furthermore, it did not define success as simply fixing the system for the next person.
The CFPB was an agency focused on helping the people that were already struggling—
on getting justice for borrowers who had already been ripped off.
It recognized that that what plagues higher education finance is not limited to some
small set of actors; that the problem is not limited to one sector of schools; that it was
not merely dealing with outliers in an otherwise benevolent system.
The CFPB was an independent agency that utilized every authority bestowed upon it by
Congress—from supervision to enforcement, from documenting complaints to helping
individual consumers.
•

It helped servicemembers and disabled veterans.32

•

It helped teachers, nurses, cops, and firefighters.33

•

It helped borrowers in all 50 states and every US territory.34

•

It helped borrowers of every age, every race, every gender.35

•

It helped American families.36
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The Bureau oversaw all aspects of the market, from banks to nonbanks, lenders to
servicers. It took enforcement action against those who broke the law, from small
scammers to large financial institutions like Wells Fargo, Discover, and Navient.37
And it worked. In those seven years, the CFPB returned more than $750 million to
student loan borrowers.38
But when the formerly independent CFPB was placed under the political influence of
Mick Mulvaney, Kathy Kraninger, and their appointees, everything changed. The CFPB
walked away from the 44 million Americans with student debt.
Where the CFPB once stood proudly as the most vocal and vehement champion for
student loan borrowers, it is now willfully absent.
•

In the 16 months since Director Cordray left, there has not been a single
enforcement action announced against a student loan company.

•

In those 16 months, there has not been a single effort to expose the rampant
breakdowns borrowers face across the student loan market.

•

In those 16 months, there has not been a single for-profit school, a single bank, a
single company held to account for the harm inflicted on vulnerable student loan
borrowers.

•

In those 16 months, the Bureau has prioritized the wishes of the most powerful
financial companies in America over the needs of the very people they were
tasked by Congress to protect, all under the selective invocation of “statutory
restraint.”39

And after public testimony by Director Kraninger just this month, it is now clear that the
CFPB has broken its promise to prioritize rooting out discrimination in the student loan
market.40 In fact, it appears that the Bureau has ceased supervising the $1.2 trillion
federal student loan market at all.41 Instead, a once-independent agency now waits for a
permission slip from the Department of Education before it does its job—before it does
the very work it was tasked by Congress to do.
The CFPB has made the dangerous decision to cave to the U.S. Department of
Education—the same Department that, under Betsy DeVos, has used every opportunity
to place corporations above consumers—from the rolling back of responsible
regulations to filling positions of power with industry insiders.42 The Education
Department slammed shut courthouse doors on borrowers ripped off by predatory
players.43 It illegally delayed borrower protections that were the result of years of
negotiation at every level of government.44 It rolled back accountability for predatory
schools that leave borrowers with mounds of debt and worthless degrees.45 And then, in
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an effort to take away the last avenue of recourse, the Department has tried to block
states from protecting their own residents.46
But the problem is broader than the CFPB; it is broader than the Department of
Education. The entire federal government has not only turned its back on student loan
borrowers—it is now aggressively arming the other side. Just last year, the Justice
Department brazenly marched into federal and state court houses arguing that student
loan companies are above the law.47 In 2016, the Federal Communications Commission
rolled back protections that prevented student loan borrowers from getting harassed on
their cell phones.48
The message is clear—there is no white knight. The federal government is not going to
ride to the rescue. There is no cavalry on the horizon.
That is why today’s hearing matters. That is why this Committee matters. That is why
state consumer protection matters.
California Must Act
For more than a hundred years, the American financial system has recognized the
critical role that states play in overseeing financial markets.49 The foundational premise
of any state’s police power is the ability to oversee the general well-being of its citizens.
That includes the power to oversee the companies responsible for the financial futures
of those citizens. As the United States Supreme Court has stated, [quote] “banking and
related financial activities are of profound local concern. . . . [S]ound financial institutions
and honest financial practices are essential to the health of any State's economy and to
the well-being of its people.”50
The impact of student debt on the lives and livelihoods of borrowers is unimpeachable.
Research shows that student loan borrowers are less likely to buy homes,51 start
families,52 and save for retirement.53 They are less likely to start businesses or serve
their communities.54 But the impact doesn’t end there—it ripples across neighborhoods,
across communities, and across the state.
With $130 billion affecting nearly four million people across California, there are few
markets as consequential to the well-being of this state than the student loan market.55
Research now shows the effects of student debt on communities and the economy—
including stymying asset accumulation,56 driving income, racial, and gender inequality,57
and preventing residents from establishing long-term ties to their communities.58
And when the student loan market fails, communities struggle. And the student loan
market has already failed.
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Communities struggle as needless defaults cause their public colleges to risk missing
key metrics that are crucial to their funding.59 They struggle as their residents fall behind
in critical credit markets and find fewer economic and job opportunities.60 They struggle
as fewer licensed professionals are eligible to serve in high-demand fields.61 They
struggle as their aging populations have less financial security.62
Taking action to protect student loan borrowers is necessary to the health of your nearly
$3 trillion economy.63 It is necessary to the well-being of your nearly 40 million
citizens.64 It is necessary to the well-being of your families, your neighborhoods, and
your communities. It is necessary to the well-being of California.
And that is why California must continue to lead the way.
-For years, California has been a national leader in the fight for student loan borrowers’
rights.
In 2016, California passed Assemblymember Stone’s Student Loan Servicing Act. This
law provided a key building block for this state to engage in meaningful oversight and
root out illegal practices that plague the student loan industry.65
In 2018, Attorney General Becerra sued Navient, one of the largest student loan
servicers in the country, for hurting every type of borrower, with every type of loan, at
every stage of repayment.66
And now, the groundbreaking new legislation introduced by Assemblymember Stone
will make California the first state in the nation to give student loan borrowers the same
kind of strong, enforceable rights long provided to consumers with mortgages and credit
cards.
For the millions of Californians trapped in a broken student loan system,
Assemblymember Stone's Student Borrower Bill of Rights also brings real accountability
to a student loan industry responsible for ripping off borrowers at every turn. This bill
bans abuses by the student loan industry—ensuring that companies can no longer get
rich by doing business on the cheap, by cutting corners and cheating borrowers out of
their rights.
It also establishes a new California Student Borrower Advocate to help individuals when
they run into trouble. And it creates the first-ever public “report card” for the student loan
industry—ensuring regulators, lawmakers, and the public can spot emerging risks to
borrowers.
My organization, the Student Borrower Protection Center, was honored to join with
NextGen and Consumer Reports to co-sponsor AB 376. We applaud Assemblymember
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Stone for his continued leadership and stand ready to serve as a partner and an ally as
the California Legislature advances this critical legislation in the weeks and months
ahead.
Diligent supervision. Proactive enforcement. Deliberate rulemaking. Smart data
collection. And a deep commitment to demanding answers when consumers ask for
help. These are the measures that this bill will implement—the same measures that
made the Consumer Financial Protection Bureau a fierce ally for consumers.
These critical reforms offer a path forward for student loan borrowers, and also for all
Californians.
Because consumer finance affects more than student loan borrowers. It’s all people
who are left behind because of a broken system. It’s the single mother who can no
longer provide for her kid. It’s the family who can no longer keep a roof over its head.
It’s the servicemember who can no longer defend her country—because they were each
ripped off at every turn, but never saw justice.
California families are facing significant challenges that demand significant solutions—
solutions that can match the seriousness and scale of the harm perpetrated across the
market.
The California Consumer Bureau
As you have already heard from Director Cordray and Professor Peterson, and what I
am sure you are currently hearing from your constituents, is that people need your help.
Millions of people in this state need your help.
As the former Assistant Director of the Office for Young Consumers, I heard directly
from a generation borne of the financial crisis—a generation forced to endure
challenges that the prior generation had never fathomed. Challenges that continue to
leave millions of consumers barely able to keep their heads above water, while large
segments of this generation simply drown
•

The rate of young consumers behind on their car loans has hit record levels as
they are continually left out of a growing labor market;67

•

They are among those hit hardest by overdraft fees that send their finances
spiraling;68

•

One-in-three millennials have used a payday loan, sending them into the vicious
cycle of debt;69
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•

And as homeownership rates among African Americans remain alarming low
compared to their white peers, we know that borrowers of color, especially young
borrowers of color, disproportionately struggle in the mortgage market.70

An entire generation is being preyed upon by a financial system seeking to strip them of
their wealth before they ever have a chance to earn it. They are being knocked down,
again and again, before they can ever stand up.
But the problems are not limited to young consumers. For four years, I had the honor of
working for Holly Petraeus in the Office for Servicemember Affairs. I traveled to dozens
of states, including California. I heard from servicemembers down in San Diego at the
Marine Corps Recruit Depot about the financial predators that line up outside the gates
of installations like “bears at a trout stream.”71 I talked with veterans groups about
mortgage products targeting those who wore the uniform, rivaling the worst practices we
saw during the financial crisis.72 I met with California’s Adjutant General and heard tales
of how military consumers are targeted by schemes from pension advances to
predatory loans.73
But it’s not just young people. It’s not just servicemembers. The stakes are so much
bigger. At stake is the future of the American dream and the character of our country—
whether the American dream we all recognize—a house to raise our family, a car to get
to work, a college education to give our kids a better life—will be the province of a select
few; while the rest have their money stolen at every turn, or worse, face denials and
discrimination based on factors like race or sex. Whether we live in a just and equitable
society where the American dream is open and accessible to all who seek it, or whether
that America is reserved only for a select few.
Consumer finance matters because the American dream matters. To young people. To
servicemembers. To all consumers—to the 30 million across California and the 260
million across America.74
People are not buying a house in cash, cutting a check to pay for their car or paying for
their children’s full college tuition with what they have in their savings accounts. They
rely on credit—and a well-functioning credit market—to accomplish each of these goals.
That is why consumer protection matters. That is why a California Consumer Bureau
matters.
A California Consumer Bureau can do what the federal government lacks the authority
to do.
A California Consumer Bureau can push other states, the federal government, and
everyone else to do better.
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A California Consumer Bureau can stand up when the federal government falls down.
But let me be clear—this isn’t just about having a backstop for when times are bad. This
isn’t just about Donald Trump. This is about creating a long-lasting legacy that can
stand up for consumers regardless of who sits in the White House. This is about having
a mechanism to push the status quo forward even when our allies sit behind the
resolute desk. This is about a legacy that recognizes that the collective fate of 40 million
Californians’ lives should not live and die by what happens on the first Tuesday,
following the first Monday, every fourth November.
And so, as this Committee undertakes the important and necessary work of crafting a
California Consumer Bureau, I would like to offer some observations that—after seven
and half years at the CFPB—I know to be true:
•

First, complaints are a critical component of consumer-driven reform. The
CFPB gave power to American consumers by giving them the ability to raise their
hand and say, “this isn’t right!” Over a million consumers were helped through the
CFPB’s complaint portal.75 And more importantly, the CFPB looked at those
million complaints and recognized that those were not isolated incidents. It knew
that for every consumer who complained about being ripped off, ten more sat
silent despite being harmed. But through that one complaint, the CFPB could
help all of them.
For six years, these complaints were the foundation of the CFPB’s work, leading
to real reform across markets. These complaints drove the prioritization of
supervision and enforcement. They drove the research and analysis
underpinning rulemaking. They drove strategic inter- and intragovernmental
efforts. Through a million complaints, the CFPB was able to help tens of millions
of people.
The California Consumer Bureau can do more than replicate this approach—it
can improve upon it. Institutions, regardless of size or structure, should be
statutorily required to engage in a robust complaint resolution process, where
substantive answers to consumers’ questions are mandated and guidelines
around “resolution” are clearly articulated. Furthermore, the California Consumer
Bureau should enshrine in statute the power of public access to complaints.
Public access to individual consumer experiences, including maximum possible
detail around borrowers’ complaints, should be required by law. This
information—including company responses—should be shared as widely as
possible across both federal and California’s law enforcement channels to ensure
strategic coordination in tackling market breakdowns.

•

Second, distinct populations can bring unique insight. Consumer-driven
reform is not limited to complaints. The designers of the CFPB realized that
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special populations interact with consumer financial markets in unique ways, and
with that often comes unique problems. From the Office for Young Consumers to
the Office for Servicemember Affairs to the Office for Older Americans—
dedicating resources to understanding the problems and experiences of these
populations was a key to the CFPB’s success. Further, their challenges often
served as the “canary in the coalmine”—when they faced breakdowns in their
financial lives, it signaled emerging risks at a company or across an entire
industry.76
A California Consumer Bureau can do the same thing. The state of California has
two million servicemembers and veterans, seven million senior citizens, and five
million credit invisibles.77 The California Consumer Bureau can house dedicated
offices for each population, serving as an external outreach mechanism that
creates an avenue for these populations to engage with the Bureau.
These offices can also serve as drivers of policy change. They can coordinate
the work of offices across the California Consumer Bureau—aligning oversight,
enforcement, research, rulemaking, and more to ensure that everyone is working
in the interest of these constituencies.
A California Consumer Bureau can also make sure that the uniquely diverse
populations of this state are represented—an Office for New Americans, an
Office for Rural Affairs, and an Office for Financial Inclusion. Furthermore, the
California Consumer Bureau should be adaptable to address the needs of
emerging populations not yet contemplated to guarantee that the agency’s policy
perspectives—and subsequent actions—remain responsive to the entire state.
•

Third, markets should be defined by who needs protection, not what a
product is called or whether an institution takes deposits. One of the most
significant lessons of the crisis was that all financial institutions, regardless of
structure, need robust and comprehensive oversight if we wish to counter the
deep-seated, intrinsic consumer harm that plagues the market. That lesson is as
true now as it was then. We have seen how banks like Wells Fargo can rip
millions of people off without them ever knowing.78 But we have also seen how
nonbank financial service providers can harm people to the tune of billions of
dollars.79
The structure of the CFPB was unique in that it recognized that consumers’
financial lives do not fit neatly into categories like “bank” and “nonbank.” Nor are
consumers’ lives organized by the type of product they are using. Any meaningful
effort to systemically reform the consumer finance market must necessarily share
this perspective.
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And those who created the CFPB rejected the idea of determining the scope of
the Bureau's authority based on these artificial lines. In order to empower the
CFPB to fulfill its mission of protecting consumers, they could not define
jurisdiction through easily evaded definitions of product or narrow demarcations
of covered entities. Instead, they gave the agency the ability to take action
against the full range of players in the market.
However, the California Consumer Bureau has the opportunity to go beyond the
CFPB, where political influence outweighed consumer harm and excluded entire
markets from oversight. Lawmakers should not let lobbyists draw arbitrary lines
exempting markets or market participants. Additionally, lawmakers need not limit
the scope of the agency’s oversight based out of political concern over a specific
tier of financial institutions while ignoring the risks these entities may pose. While
recognizing where preemption will preclude certain measures, lawmakers should
not limit the California Consumer Bureau before it even opens its doors. Only by
giving the California Consumer Bureau the broadest range of authorities to
oversee all markets, for all institutions of all sizes will it have the power to protect
consumers across their entire financial lives.
•

Fourth, consumer protection laws should be consolidated at a single
agency, ensuring regulators can translate lessons across markets. One of
the most powerful things the Dodd-Frank Act did was to consolidate the most
essential consumer protection laws under one roof.80 From the Truth in Lending
Act to the Equal Credit Opportunity Act, from the Fair Debt Collection Practices
Act to the Fair Credit Reporting Act, the CFPB administers a wide range of
laws to ensure that consumers were protected. Congress also bestowed upon
the CFPB broad authority to stamp out unfair, deceptive, and abusive practices
across the market.81 With respect to each of these laws, the CFPB has
rulemaking and supervisory authority. The CFPB also shares enforcement
authority with state attorneys general, state banking departments and, in some
cases, other federal regulators.
A California Consumer Bureau should enjoy the same range of authorities in
order to hold companies accountable for the same range of harm. A California
Consumer Bureau should incorporate these statutes by deeming any violation of
any law under CFPB jurisdiction as a violation of California state law.
But a California Consumer Bureau could go further. It could recognize additional
protections not incorporated as enumerated statutes under Dodd-Frank but
which are still essential to protecting consumers, like the Military Lending Act or
the Servicemembers Civil Relief Act.82 A California Consumer Bureau should
also protect consumers from being harassed on their cell phones or from being
harmed by a predatory small business loan.
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And more importantly, a California Consumer Bureau can stand up when the
federal government fails. Californians should not be subjected to discrimination in
the credit market simply because Mick Mulvaney and other Washington officials
are more in tune to the needs of K Street than the continuing struggles of
communities of color. California should ensure that its statutes—from state fair
lending to state consumer protection law—are stronger. Statutes should explicitly
contain the critical mechanisms needed to hold companies accountable when
they cause disparate harm to vulnerable communities.
Furthermore, California should create mechanisms, where appropriate, to allow
municipalities and private individuals to enforce key protections and become an
equal partner in protecting consumers.
•

And most importantly, having access to the full toolbox is critical if you
want to fix a broken consumer finance market. From complaints to
supervision, from enforcement to rulemaking, having the full panoply of tools to
hold bad actors accountable for conduct is the most important part of creating an
effective Consumer Bureau. The premise and genius of the CFPB was the
recognition that providing one agency with the full range of policy interventions
on behalf of consumers and allowing it to select the most effective and efficient
means to protect them was the best way to prevent another financial crisis.
And specifically, Congress gave the CFPB the authority to write rules to ban
specific unfair, deceptive, and abusive acts and practices wherever they occur,
as long as the company committing predatory acts falls under the agency's
jurisdiction. In effect, this gives the agency the ability to take what it learns from
supervision, from consumer complaints, from research, and from enforcement
and apply these insights to set standards. It lets a Consumer Bureau be nimble
by allowing each of its tools to work in concert to effectively regulate an entire
industry or market.
This should be the guiding principle for a California Consumer Bureau. It should
have the full range of tools necessary to tackle the harm borrowers face across
the financial market—tools that can operate independently and are not
predicated on the use of another.
Parallel, or even overlapping, mechanisms of accountability should not be
dismissed as duplicative or superfluous. Instead, they should be considered
critically important to the effective protection of consumers.

Conclusion
In closing, I would like to address some of the common retorts I know you will hear as
you undertake this ambitious agenda on behalf of the people you serve. Some will tell
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you that you cannot act, or that this is not what state governments do. Some will say
that your aspirations are too great and that you must accept the status quo.
They will say that this is the work of the federal government and suggest that states
must always play second fiddle.
They will tell you to tamper your ambitions and expectations of what is possible.
They are wrong.
They are wrong because they do not understand this unique moment in time. They do
not understand the will of this Committee or of this Assembly to act. Of California to act.
To act to offer a different path than what is being offered 3,000 miles away. One that
puts people above special interests. One that stands up for borrowers’ rights. One that
understands that the well-being of this state—of this nation—is premised on protecting
its consumers with the full range of authorities it has. One that is willing to break the
hold of special interests and overcome inertia and inaction.
They are wrong because we know that this Committee will stand up. It will stand up for
the 30 million people chasing the American dream. It will stand up for this state and
show that there is a much different path.
Thank you.
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