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Thank you for inviting me here today. I am fortunate that this is actually the sixth time 

that I have had the chance to address the Army JAG School.  

As many of you know, prior to taking on my current role as Student Loan Ombudsman 

at CFPB, I was privileged to serve in our Office of Servicemember Affairs as an advisor 

to Holly Petraeus, who is an extraordinary advocate on behalf of military families. Prior 

to that, I had the opportunity to work for Congressman Patrick Murphy, who was not 

only the first Iraq War veteran elected to the United States Congress, but also an Army 

JAG (JAG School class of January 2000). 

In many important ways, the opportunity to serve alongside these true American heroes 

shaped my view of the issues we’re discussing today.  

Whether because of constant and consistent moves, deployment, or simply because of 

the pace of military life, military families face unique challenges when dealing with 

money issues. When servicemembers pay sky-high rates on a predatory car loan or 

navigate a customer service minefield when trying to get answers about a student loan, 

these problems often place greater strains on military families than on their civilian 

counterparts.  

During my time at the Bureau, I have also seen first-hand the role that JAG Legal 

Assistance Attorneys play on a daily basis, and how important you are not only to the 

financial readiness of our soldiers, but also the military readiness of the United States 

Armed Forces.  

So, thank you for what you do every day to support soldiers and their families.  

And thank you for the opportunity to join you today to discuss student loan debt—a 

growing concern for servicemembers, veterans, and military families across the country. 



 

 

As JAG Legal Assistance Attorneys, you are called on to provide counsel on many 

aspects of the lives of military families both in and out of uniform, and military families 

depend on you as they make basic decisions about money that can impact their family’s 

finances for decades. This is particularly true for members of the military with student 

loan debt.  

How we got here 

The way American families pay for college has changed substantially over the last 

decade. The financial crisis created a perfect storm for working families trying to find a 

way to pay for college. Trillions of dollars in home equity was wiped out, seemingly 

overnight, denying many families the critical financial resource that they had planned to 

tap in order to help cover the costs of higher education. At the same time, state financial 

support for public colleges and universities declined substantially. Schools shifted costs 

onto families by raising tuition and fees and reducing the availability of grants and 

scholarships. As these traditional sources of support declined, families increasingly 

turned to student loans to fill the gap.  

What happened next was both predictable and striking—between 2007 and 2015, the 

total volume of outstanding student loan debt more than doubled, growing from less 

than $600 billion in 2007 to more than $1.2 trillion today.1  This had a profound effect 

on individual borrowers. Today, the average borrower with student loan debt owes 

nearly $30,000, an increase of 60 percent over the last eight years.2  And, as the Bureau 

announced earlier this fall, at least one-in-four student loan borrowers is behind on his 

or her payments or in default.3  

We also know that this burden, like so many others, is shouldered disproportionately by 

members of the armed forces. As then-Defense Secretary Leon Panetta noted in a press 

                                                 

1 See U.S. Department of Education, Federal Student Aid Portfolio Summary, available at 
https://studentaid.ed.gov/sa/sites/default/files/fsawg/datacenter/library/PortfolioSummary.xls. 

2 See U.S. Department of Education, Federal Student Aid Data Center: Federal Student Aid Portfolio Summary 
(accessed on Aug. 22, 2015), available at https://studentaid.ed.gov/sa/about/data-center/student/portfolio. 

3 Consumer Financial Protection Bureau, Student Loan Servicing (Sept. 2015), available at 
http://files.consumerfinance.gov/f/201509_cfpb_student-loan-servicing-report.pdf. 



 

 

conference in 2012, more than 40 percent of American servicemembers have student 

debt.4    

I’ve had the opportunity to hear about the effect of this debt first-hand, traveling the 

country to over 50 military installations with Assistant Director Petraeus. At nearly 

every town hall and roundtable, the issue of student loan debt was raised. For example, I 

remember in particular a young sailor just out of basic training at Naval Station Great 

Lakes. He told us that he entered the Navy with over $100,000 in student loan debt. He 

joined the Navy because it was the only way he believed he could “make it,” but most of 

his Navy paycheck was going towards paying off those loans. And this story – 

servicemembers who entered the military with or because of student loan debt – would 

be recounted at nearly every installation I had the privilege of visiting.  

Repaying student debt while serving in uniform 

Repaying student loan debt should be cheaper and easier for borrowers serving in 

uniform than for their civilian counterparts. Congress has created a series of important 

benefits and consumer protections related to student loan debt that are designed to 

recognize the sacrifice and service of members of the Armed Forces. These include 

breaks on interest payments, loan forgiveness and cancellation, and special programs 

designed to reduce the administrative burden associated with student loan repayment. 

Taken together, these programs should provide the flexibility and the financial relief 

needed to empower all servicemembers to manage their student loans and lead healthy 

financial lives.  

Unfortunately, we have seen that servicemembers have not always been able to take 

advantage of these benefits and consumer protections.  That is what I would like to 

discuss with you today.  

In the mortgage market, active-duty servicemembers faced foreclosures despite 

protections intended by the Servicemembers Civil Relief Act (SCRA). Similarly, the 

treatment of servicemembers by some student loan servicers has been quite troubling. 

                                                 

4 United States Department of Defense, DoD Teams Up With Financial Bureau to Address Student Loan Problems, 
(Oct. 18, 2012), available at http://archive.defense.gov/news/newsarticle.aspx?id=118261. 



 

 

Rather than receiving clear and accurate information, many military families have found 

themselves buried in and blindfolded by red tape from their student loan servicers. 

The Bureau has now published two reports documenting complaints from 

servicemembers and their families reporting obstacles when attempting to access 

student loan repayment benefits provided by applicable laws.5 The first of these reports, 

published in 2012, documents the problems that servicemembers faced invoking their 

rights and protections under section 527 of the SCRA. As this audience knows well, the 

SCRA entitles servicemembers on active duty to a six percent rate cap on their student 

loans incurred prior to entering active-duty status. Unfortunately, the complaints the 

Bureau received prior to publishing that report suggest that some servicers placed 

inappropriate requirements on servicemembers seeking the rate cap. 

For example, one servicemember who submitted a complaint to the Bureau reported 

that his request to his servicer was rejected multiple times because his military orders 

did not include an end date. This is neither a requirement of the SCRA, nor feasible for 

many commissioned officers to provide, as their orders usually do not delineate an end 

date. Another servicemember with multiple loans sought to reduce the rate on his 

highest-rate loans, but, simultaneously, the servicer proceeded to raise the rate on his 

loans that were below six percent. 

While we recognize that complaints from military families may not be representative of 

the experiences of all military borrowers, we also know that their complaints may signal 

broader problems. 

After the Bureau referred a number of these servicemember complaints, the Department 

of Justice and the FDIC ordered Sallie Mae and Navient to pay nearly $100 million to 

                                                 

5 Consumer Financial Protection Bureau, Overseas and Underserved: Student loan servicing and the cost to our men 
and women in uniform (July 2015), available at http://www.consumerfinance.gov/reports/overseas-underserved-
student-loan-servicing-and-the-cost-to-our-men-and-women-in-uniform/;  Consumer Financial Protection Bureau, 
The Next Front: Student loan servicing and the cost to our men and women in uniform (Oct. 2012), available at 
http://www.consumerfinance.gov/reports/the-next-front-student-loan-servicing-and-the-cost-to-our-men-and-
women-in-uniform/. 



 

 

more than 77,000 servicemembers in restitution and penalties for violating multiple 

laws.6 Regulators determined that the companies were: 

 Unfairly conditioning receipt of benefits under the SCRA upon requirements not 

found in the law; 

 Improperly advising servicemembers that they must be deployed to receive 

benefits under the SCRA; and 

 Failing to provide complete SCRA relief to servicemembers after having been put 

on notice of these borrowers’ active-duty status.7 

It doesn’t have to be this way. Congress created student loan benefits and protections 

that can reduce costs and lower the administrative burden for members of the military. 

But military borrowers also depend on adequate student loan servicing to make these 

programs work.  

Better student loan servicing can drive better outcomes for military 

borrowers 

While Congress created important rights and benefits that seek to support and reward 

military service, we have seen that the enrollment process administered by student loan 

servicers can lead to confusion for servicemembers. And, in some cases, even basic 

information about these protections is not widely available.  

Fortunately, this can change. Following the enforcement action I mentioned previously, 

the Department of Education directed holders and servicers of federal student loans to 

match their loan portfolio against a Department of Defense database, known as the 

Defense Manpower Data Center (DMDC), to proactively identify eligible borrowers 

serving on active duty and award them the interest rate reductions to which they are 

                                                 

6 See U.S. Department of Justice, Nearly 78,000 Service Members to Begin Receiving $60 Million Under 
Department of Justice Settlement with Navient for Overcharging on Student Loans (May 28, 2015), available at 
http://www.justice.gov/opa/pr/nearly-78000-service-members-begin-receiving-60-million-under-department-
justice-settlement; Federal Deposit Insurance Corporation, FDIC Announces Settlement with Sallie Mae for Unfair 
and Deceptive Practices and Violations of the Servicemembers Civil Relief Act (May 2014), available at 
http://www.fdic.gov/news/news/press/2014/pr14033.html. 

7 Id. 



 

 

entitled under the SCRA.8  For military borrowers with high-rate student loans, 

dropping interest rates down to six percent can help ease the burden of high-rate debt.  

At the nation’s largest student loan servicers, we have seen the impact of this policy 

change and the results have been extraordinary. The number of military borrowers 

accessing their rate cap under the SCRA increased more than tenfold between 2013 and 

2015—at least 300,000 more military borrowers have obtained the SCRA rate cap today, 

as a result of this policy change. Though this industry-wide change was spurred after 

significant problems were revealed at one large company, the growth in federal student 

loan borrowers receiving this protection and the corresponding cost savings for military 

borrowers has proven to be a success. Several student loan servicers have recently told 

the Bureau that they have implemented this process for all loans on their platforms, a 

step we hope all market participants will follow. 

Early indications point to the automatic invocation of the SCRA as a demonstration of 

how thoughtful changes in servicing policy can change the lives of military borrowers. In 

stark contrast, a range of other benefits and protections to which servicemembers and 

veterans are entitled are not being realized by many eligible military borrowers: 1) the 

zero percent interest entitlement for certain Direct Loan borrowers eligible for 

imminent danger or hostile fire pay; 2) a benefit under the HEROES Act of 2003 that 

waives certain administrative requirements for Direct Loan borrowers serving on active 

duty; and 3) loan discharge (forgiveness) for 100-percent service-disabled veterans.  

Zero percent interest rate reduction for combat service  

In 2008, Congress waived all interest charges for Direct Loans made on or after October 

1, 2008, for up to five years for servicemembers who are (1) serving on active duty 

during a time of war, military operation, national emergency, and (2) serving in an area 

                                                 

8 See U.S. Department of Education, Dear Colleague letter on SCRA (Aug. 25, 2014), available at 
https://ifap.ed.gov/dpcletters/attachments/GEN1416.pdf  and U.S. Department of Education, Student Assistance 
General Provisions, Federal Family Education Loan Program, and William D. Ford Federal Direct Loan Program; 
Final Rule Final Rule (October 30, 2015), available at http://www.gpo.gov/fdsys/pkg/FR-2015-10-30/pdf/2015-
27143.pdf.  



 

 

of hostilities for which they are receiving special pay.9  However, according to one 

estimate in June of last year, only 633 military borrowers had obtained this benefit since 

the program was created.10 In fact, the Bureau estimates that otherwise-eligible military 

borrowers paid more than $100 million in unnecessary interest charges since this 

benefit was created.  

By contrast, hundreds of thousands of servicemembers have obtained a military 

deferment, invoked their rights under the SCRA, or have certified military service as 

qualifying employment under the Public Service Loan Forgiveness program.11  We know 

that these borrowers contacted their student loan servicers and asked for help enrolling 

in a military benefit. And yet, very few of these borrowers received the zero interest rate 

to which many of them were likely entitled.  

By taking some common sense steps to better serve military borrowers, policymakers 

and student loan servicers can work together to improve uptake today.  Because 

servicers have new tools to identify active duty members of the military, they may also 

have an opportunity to provide these borrowers with additional information about 

benefits and protections that may be underutilized, including the zero percent interest 

rate benefit.  In addition, changes to current policy around the administration of this 

benefit could potentially fix some of these problems. 

 Improve data sharing to include information necessary to 

automatically evaluate eligibility for this benefit. Using the current 

process for SCRA as a model, we have an opportunity to further automate 

enrollment in this benefit for eligible borrowers, expanding the universe of 

military borrowers accessing this benefit and easing the administrative burden 
                                                 

9 20 U.S.C. § 1087e(o). Nearly 70 percent of all student loan borrowers have Direct Loans made on or after October 1, 
2008. 

10 Drew Brooks, Sen. Hagan Introduces Bill to Help Veterans with Student Loans, Fayetteville Observer (June 5, 
2014), available at http://www.fayobserver.com/military/article_2e2dcfdc-4f88-5b11-ac41-c90abc2268e6.html.  

11 Data on utilization of military benefits is limited. However, based on portfolio information published by the 
Department of Education, approximately 10,000 Direct Loan borrowers and 10,000 FFEL borrowers collectively 
owing approximately $600,000,000 in student loans had obtained a military deferment as of the third quarter of 
FY15. See U.S. Department of Education, Federal Student Aid Portfolio (accessed on Oct. 20, 2015), available at 
https://studentaid.ed.gov/sa/about/data-center/student/portfolio.  In addition, data provided by several large 
student loan servicers indicates that more than 300,000 military borrowers serving on active duty have invoked the 
rate cap under SCRA, as of September 2015.  



 

 

placed on military families. Servicemembers are already providing the 

information needed to determine eligibility for this critical protection for tax 

withholding and other benefits. Given the millions of dollars in relief 

servicemembers are missing out on, it seems to me imperative that we find a way 

to overcome bureaucratic roadblocks and simply ensure that “one branch of 

government talks to another.” Congress required the Administration to study this 

issue in 2013, and I urge all stakeholders to think creatively about finding a 

solution.  

Income-driven repayment plans, Public Service Loan Forgiveness, and the 

HEROES Act 

In 2012, the Department of Education issued final guidance under the HEROES Act of 

2003, waiving – for borrowers serving on active duty during a war or other military 

operation or national emergency – the requirement that they recertify their income each 

year under an income-driven repayment plan.12   

This is an important consumer protection that can make life easier for borrowers whose 

military service-related demands can make it challenging to keep up with paperwork 

and other loan obligations. Student loan borrowers enrolled in income-driven 

repayment plans are required to certify income and family size on an annual basis. 

When this process, known as “recertification,” is not timely, borrowers, including 

servicemembers, encounter a range of negative consequences.13 These consequences 

include a spike in monthly payments, capitalization of unpaid interest, and loss of 

certain interest subsidies.14 Recent data from the Department of Education suggests that 

timely recertification does not happen for most borrowers—a sample of data released 

                                                 

12 See U.S. Department of Education, The HEROES Act - Updated waivers and modifications of statutory and 
regulatory provisions governing the FSA Programs (Sept. 2012), available at 
http://ifap.ed.gov/fregisters/FR092712.html.  

13 For further discussion, see Consumer Financial Protection Bureau, Student Loan Servicing (Sept. 2015). See also 
Consumer Financial Protection Bureau, When you make student loan payments on an income-driven plan, you 
might be in for a payment shock (August 2015), available at http://www.consumerfinance.gov/blog/when-you-
make-student-loan-payments-on-an-income-driven-plan-you-might-be-in-for-a-payment-shock.  

14 Consumer Financial Protection Bureau, Student Loan Servicing (Sept. 2015).  



 

 

earlier this year indicates that nearly 60 percent of borrowers missed their deadline to 

recertify.15   

A protection that saves military borrowers from navigating this process should provide 

welcome relief. Unfortunately, data shared with the Bureau by several student loan 

servicers indicates that this important consumer protection may be effectively 

unavailable for military borrowers. According to the data we received, between 2013 and 

2015 fewer than 50 student loan borrowers making payments under an income-driven 

repayment plan obtained a waiver under the HEROES Act.  

For military borrowers pursuing Public Service Loan Forgiveness (PSLF),16 this benefit 

can be critical to ensuring that these borrowers are able to obtain the maximum amount 

of debt relief to which they are entitled under federal law. PSLF provides loan 

forgiveness for certain borrowers with Direct Loans working for qualifying public service 

organizations, including the uniformed services and the Department of Defense, 

following 10 years (120 months) of on-time payments.17 For borrowers to obtain the 

maximum benefit under this program, they must make as many qualifying monthly 

payments as possible that reflect their income.18  

Unfortunately, progress toward loan forgiveness can be fitful, in part due to recurring 

administrative requirements under these programs. When recertification is not timely, 

borrowers may be required to make monthly payments that do not reflect their income. 

In effect, for a military borrower who will eventually receive loan forgiveness, monthly 

payments that do not accurately reflect their income will cause these borrowers to pay 

                                                 

15 Earlier this year, we also sent a letter to several of the largest student loan servicers asking for additional 
information related to the administration of the recertification process. See Consumer Financial Protection Bureau, 
Letter from Seth Frotman on Recertification (Aug. 2015), available at 
http://files.consumerfinance.gov/f/201508_cfpb_sample-letter-to-student-loan-servicers.pdf.  

16 34 C.F.R. § 685.219 (Public Service Loan Forgiveness); see also U.S. Department of Education, U.S. Department of 
Education Announces Two Final Regulations to Protect Students and Help Borrowers (Oct. 27, 2015), available at 
http://www.ed.gov/news/press-releases/us-department-education-announces-two-final-regulations-protect-
students-and-help-borrowers.  

17 20 U.S.C. § 1087e(m). 

18 For further discussion, see Consumer Financial Protection Bureau, Public Service & Student Debt (Aug. 2013), 
available at http://files.consumerfinance.gov/f/201308_cfpb_public-service-and-student-debt.pdf.  



 

 

back a portion of debt that would otherwise be eligible to be forgiven, increasing the 

lifetime cost of a student loan.    

That is why it is important for servicemembers to be able to take advantage of the 

HEROES Act waivers.    

 Automatically award HEROES Act waivers to all borrowers enrolled 

in income-driven repayment plans who “match” in the DMDC. Student 

loan servicers now have access to basic information needed to identify 

potentially-eligible borrowers, and, given the recent success following procedural 

changes related to SCRA, policymakers should assess whether further automation 

can prevent these negative consequences for the vast majority of eligible military 

borrowers.19 By matching and automatically applying the HEROES Act waiver to 

eligible borrowers’ accounts, we can greatly reduce the administrative burden 

placed on military borrowers and protect servicemembers from the substantial 

negative consequences that occur when recertification is not timely.  

Total and permanent disability (TPD) discharge for veterans with service-

connected disabilities 

For some veterans, their time in uniform caused a severe service-connected disability. 

This dramatically affects their lives after transition out of the military. For 100 percent 

service-disabled veterans who have student debt, the Department of Education offers a 

valuable benefit to help them avoid financial distress–the chance to have their loans 

discharged or forgiven. Under federal law, veterans can seek federal student loan 

forgiveness if they receive a 100 percent disability rating by the Department of Veterans 

Affairs (VA).20  

We continue to hear from veterans about the unique servicing obstacles they face as they 

seek to pay off student loan debt. Veterans may lack basic information about discharge 

options and, as a result, may be directing their very limited resources to keep up with a 

                                                 

19 See U.S. Department of Education, Dear Colleague letter on SCRA (Aug. 2014), available at 
https://ifap.ed.gov/dpcletters/attachments/GEN1416.pdf. 

20 34 C.F.R. § 685.213 (Direct Loans); 34 C.F.R. § 682.402 (FFELP). 



 

 

student loan that should be forgiven. This is another example of a problem that could be 

solved through more robust communication between branches of government and 

changes to guidance for student loan servicers. 

 Improve data-sharing between the Department of Veterans Affairs 

and the Department of Education in order to identify eligible 

veterans. Earlier this year, the President instructed the Department of 

Education to undertake a similar process in coordination with the Social Security 

Administration, to identify federal student loan borrowers who receive Social 

Security Disability Insurance (SSDI) and determine which beneficiaries qualify 

for a TPD discharge of their student loans.21 In July, the Department of 

Education announced that the agencies will conduct regular data matches to 

identify eligible borrowers.22  Policymakers should consider steps to provide 

service-disabled veterans with similar treatment.  

 Halt collection actions against potentially-eligible veterans. The 

Department of Education also announced that it would use information obtained 

from the Social Security Administration to identify potentially-eligible borrowers 

and halt collection actions, including garnishment and benefit offset.23  

Policymakers should take the necessary steps to put in place a similar set of 

protections for service-disabled veterans. 

What adequate student loan servicing means for military families 

The Bureau has repeatedly noted that many of the most common breakdowns in student 

loan servicing bear a strong resemblance to the widespread failures in the mortgage 

servicing market prior to, during, and in the immediate aftermath of the financial crisis. 

Many military families were victims of predatory mortgage lending and illegal 

foreclosures throughout this period.  

                                                 

21 The White House, Presidential Memorandum – Student Aid Bill of Rights (Mar. 10, 2015), available at 
https://www.whitehouse.gov/the-press-office/2015/03/10/presidential-memorandum-student-aid-bill-rights. 

22 U.S. Department of Education, Obama Administration Expands Efforts to Help Americans Manage Student Loan 
Debt (July 7, 2015), available at http://www.ed.gov/news/press-releases/obama-administration-expands-efforts-
help-americans-manage-student-loan-debt. 
23 Id. 



 

 

Many of the same characteristics that make military families especially vulnerable to 

predatory practices by bad actors in the mortgage market also create increased risks for 

those struggling to manage their student loan debt. Many of the issues detailed above 

resulted in negative credit reporting. The armed forces consider credit history when 

evaluating servicemembers’ ability to maintain the security clearances required for 

active duty. Diligently protecting and maintaining one’s credit history is a necessity for 

any consumer. For our overseas military population, their missions often leave them 

without the luxury to vigorously monitor their credit and make endless calls to resolve 

errors based on servicing failures. Servicemembers should not have to find themselves 

distracted from their military assignments by a mishandled payment, an unanswered 

deferment request, or a botched transfer. Their time should be spent focusing on their 

mission, with their limited precious free time spent communicating with their families 

and loved ones, not fixing servicing errors or worrying about the additional 

repercussions of potential negative credit reporting.  

Because of the added pressure for positive credit history due to military employment, 

the need for servicers to adequately communicate and apply military program options – 

as well as to deliver adequate service to military borrowers in general– is vitally 

important.  

In contrast to the robust federal protections in place for borrowers with mortgages, 

there is currently no comprehensive statutory or regulatory framework that provides 

uniform standards for the servicing of all student loans. As the Bureau continues to 

receive input from consumers, market participants, and other stakeholders on ways to 

improve the quality of student loan servicing for all consumers, we remain particularly 

attuned to the serious and significant problems facing servicemembers repaying student 

debt.  

*** 

The work of the JAG Legal Assistance Attorneys is vitally important to protecting our 

military families and bolstering military financial readiness. You all are the front line in 

ensuring servicemembers and their families receive the benefits and protections to 

which they are entitled. And I know that you cannot do it alone. As you know all too well 

and I have highlighted today, the challenges facing military borrowers of student loans 



 

 

are steep. I also believe that these problems are solvable, beginning with the common 

sense solutions outlined here. 

As you work with your clients that have student loan debt, I would also encourage you to 

take advantage of the range of tools developed by the Bureau, designed to assist 

borrowers with student loan debt. Our tools are available at 

consumerfinance.gov/payingforcollege. And for clients who run into trouble when 

dealing with student loan servicers or debt collectors, you can submit a complaint to the 

Bureau online at consumerfinance.gov/complaint.  

Thank you, again, for the opportunity to speak with you all today.  


