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Date of Hearing: April 18, 2016

ASSEMBLY COMMITTEE ON BANKING AND FINANCE
Matthew Dababneh, Chair
AB 2251 (Mark Stone) — As Amended March 28, 2016

SUBJECT: Student loan servicers: licensing and regutatiStudent Loan Borrower’s Bill of
Rights

SUMMARY: Establishes the Student Loan Borrower's BiRadhts under the California Finance
Lenders Law (CFLL) and requires servicers of sttidtzans to get a license from the Department of
Business Oversight (DBO). Specificalthis bill:

1) Requires a licensee to provide a student loan @mravith all of the following:

a) Accurate information about all the student educato@n repayment options applicable to
the student loan borrower;

b) Quality customer service and fair treatment; and,

c) Complete and accurate information on federal a#fbkel repayment and loan forgiveness
benefits applicable to the student loan borrower;

2) Specifies that a person shall not act as a studentservicer, directly or indirectly, without a
license from the Commissioner of DBO (Commissioner)

3) Exempts from licensing

a) A bank, trust company, insurance company, or irrdldban company doing business under
the authority of, or in accordance with, a licereatificate, or charter issued by the United
States or any state, district, territory, or commealth of the United States that is authorized
to transact business in this state;

b) A federally chartered savings and loan associateateral savings bank, or federal credit
union that is authorized to transact businessismdfate;

c) A savings and loan association, savings bank,editcunion organized under the laws of this
or any other state that is authorized to transasiness in this state; and,

d) A wholly owned service corporation of a savings &ah association or savings bank
organized under the laws of this state or the whmNned service corporation of a federally
chartered savings and loan association or saviag that is authorized to transact business
in this state.

4) Prohibits a licensee from engaging in servicinguaent education loan as a student loan
servicer under a name other than the name thateppe a license.

5) Allows the Commissioner to promulgate regulationglte business activity that may be
conducted at a location where a licensee engagaswiting student education loans to prohibit
the conduct of business activity that facilitateaseons of the licensing requirements.
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6) Requires a licensee to make available to the Cosiomsr all of the licensee’s records
pertaining to servicing a student educational lfmara student loan borrower, including, but not
limited to, all books, accounts, papers, and fitegardless of the location of those records,
within 10 calendar days of a request from the Cossianer.

7) Provides that the Commissioner shall issue a leéns person to engage in business as a
student loan servicer if all of the following remgrents have been met:

a) The person filed a complete application for a la@m a form prescribed by the
Commissioner;

b) The person signed the application under penalpegfiry;

c) The person made a payment of a reasonable feeiftyrthe amount of the fee is blank) to
pay the actual costs for the department to invastithe application; and,

d) The DBO has completed an investigation of the appbn.

8) Specifies that the Commissioner may deny an agpitaf a person to engage in business as a
student loan servicer for any of the following re@s

a) The person made a false statement of a matertabfeihe application;

b) The person or an officer, director, general partaeother person owning or controlling,
directly or indirectly, 10 percent or more of thetstanding interests or equity securities of
the person applying for the license has, withinl#is¢ 10 years of the date of application,
committed any act involving dishonesty, fraud, eceit, or been convicted of, or pleaded
nolo contendere to, a crime substantially relatetthé qualifications, functions, or duties of a
person engaged in the business of servicing stigkmation loans; or,

c) The person or an officer, director, general partaeother person owning or controlling,
directly or indirectly, 10 percent or more of the&standing interests or equity securities of
the person applying for the license has violatedm@ovision of this chapter.

9) Requires the Commissioner, within 60 days fromfilivey of a full and complete application for
a license, including the receipt of background ianeéstigative reports from the Department of
Justice or other government agencies, and the payoheequired fees, either grant a license
pursuant to this chapter or provide a written ewateon for a license denial.

10)Allows the Commissioner to suspend or revoke anBeassued under this chapter if the
Commissioner finds that the licensee violated amoyigion of this chapter or if any fact or
condition exists which, if it had existed at thaei of the initial application for the license,
clearly would have warranted a denial of the lieerihe Commissioner shall not refund a
license fee if the license is surrendered, revo&eduspended prior to the expiration of the
period for which it was issued.

11)Specifies that a licensee shall only engage imegsi as a student loan servicer at the place of
business on the license. A change of locationmee of business of a licensee shall require
prior written notice to the Commissioner. Only guiace of business shall be authorized to
engage in business under a license. A license sbabie transferable or assignable.



AB 2251
Page 3

12)Requires a licensee shall do all of the following:

a)

b)

c)

d)

e)

f)
9)

Maintain staff adequate to meet the requirementiisfchapter, as prescribed by regulation
or order of the Commissioner;

File with the Commissioner any report required égulation or order of the Commissioner;

Comply with the provisions of this chapter, andhaany regulation or order of the
Commissioner;

Submit to periodic examination by the Commissiaerequired by this chapter;

Advise the Commissioner by amendment to its aptidinaof any material judgment filed
against, or bankruptcy petition filed by, the liser within five days of the filing;

Comply with all applicable state and federal lawd ax return filing requirements; and,

Comply with any other requirement established lgylation or order of the Commissioner.

13)Prohibits a licensee from doing any of the follogin

a)

b)

Q)

h)

Directly or indirectly employ any scheme, deviceadifice to defraud or mislead a student
loan borrower;

Engage in any unfair or deceptive practice towarglstudent loan borrower or misrepresent
or omit any material information in connection witte servicing of a student education loan,
including, but not limited to, misrepresenting #raount, nature or terms of any fee or
payment due or claimed to be due on a student &daodaan, the terms and conditions of
the student education loan agreement, or the stlmi@m borrower’s obligations under the
student education loan;

Obtain property of a student loan borrower by fraudhisrepresentation;

Knowingly misapply or recklessly apply payments mag a student loan borrower to the
outstanding balance of a student education loan;

Knowingly or recklessly provide inaccurate informatto a credit bureau regarding a
student loan borrower;

Fail to report both the favorable and unfavoralagment history of the student loan
borrower to a nationally recognized consumer criediieau at least annually if the loan
servicer regularly reports information to a crduiteau;

Refuse to communicate with an authorized repreteataf the student loan borrower who
provides a written authorization signed by the studoan borrower, provided the licensee
may adopt procedures reasonably related to vegfthat the representative is in fact
authorized to act on behalf of the student loamdveer; or

Negligently or intentionally make any false statet& knowingly and willfully make any
omission of a material fact in connection with amiprmation or reports filed with the
Commissioner, DBO, or another governmental agency.
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14)Allows the Commissioner to conduct investigationd axaminations as follows:

a)

For purposes of initial licensing, license suspamslicense revocation, or general or specific
inquiry or investigation to determine complianc@lagation requirements, the Commissioner
may access, receive, and use any books, accoeotsds, files, documents, information, or
evidence, including, but not limited to, any of fodowing relating to the business of
servicing student education loans:

i) Criminal, civil, and administrative history inforrian;

i) Personal history and experience information, iniclgdbut not limited to, independent
credit reports obtained from a consumer credit mipgpagency; and,

iii) Any other documents, information, or evidence thatCommissioner deems relevant to
the inquiry or investigation regardless of the tama possession, control, or custody of
those documents, information, or evidence.

15)Provides for the following definitions:

a)

b)

d)

9)

“Control” means the possession, directly or indise®f the power to direct, or cause the
direction of, the management and policies of anke® under this chapter, whether through
voting or through the ownership of voting poweiaafentity that possesses voting power of
the licensee, or otherwise. Control is presumeskist if a person, directly or indirectly,

owns, controls, or holds 10 percent or more ofvibteng power of a licensee or of an entity
that owns, controls, or holds, with power to vdi@ percent or more of the voting power of a
licensee. No person shall be deemed to controkadiee solely by reason of his or her status
as an officer or director of the licensee.

“Department” means the DBO.

“Engage in the business” means, without limitatiservicing student education loans,
including, but not limited to, the disseminationthe public, or any part of the public, by
means of written, printed, or electronic communaabr any communication by means of
recorded telephone messages or spoken on radigisieh, or similar communications
media, of any information relating to the servicofgstudent loans.

“In this state” includes any activity of a persafating to servicing a student education loan
that is directed to a person residing in the state.

“Licensee” means a person licensed under thistehap

“Person” means a natural person, a sole propsieifpra corporation, a partnership, a
limited liability company, an association, a trusipint venture, an unincorporated
organization, a joint stock company, a governmeng political subdivision of a
government, and any other entity.

“Servicing” means any of the following activities:

i) Receiving any scheduled periodic payments fronudestt loan borrower pursuant to the
terms of a student education loan.
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i) Applying the payments of principal and interest atiter payments with respect to the
amounts received from a student loan borrower,aglme required pursuant to the terms
of a student education loan.

iii) Performing other administrative services with respe a student education loan.

h) “Student education loan” means any loan primdahpersonal use to finance education or
other school-related expenses.

i) “Student loan borrower” means either of the follogi

i) A person who is a resident of the state who hasived or agreed to pay a student
education loan.

i) A person who is a resident of the state who shagsonsibility for repaying a student
education loan with a person described in parag¢aph

J) “Student loan servicer” means, to the extent augbd by federal law, an entity or person,
wherever located, responsible for the servicing sfudent educational loan for a student
loan borrower. “Student loan servicer” shall natlide a bank or credit union.

EXISTING LAW: Provides for the CFLL, administered by DBO, whauthorizes the licensure of
finance lenders, who may make secured and unsecarstimer and commercial loans (Financial
Code Sections 22000 et seq.).

FISCAL EFFECT: Unknown
COMMENTS:
According to the author,

Student loan debt in America has become a natiomnsik. Total student debt exceeds $1.2
trillion, surpassing both the amount of credit catebt and car loans. In California alone there
are 4,156,000 student loan borrowers with debtlioge$1.2 billion. High levels of student debt
negatively affect the saving and spending habite®findividual and have negative effects on
the greater economy.

Students graduating with high levels of studenttrdeky or forgo starting new households,
buying new homes, investing in further educatiakingg entrepreneurial risks, and returning to
rural areas.

Student loan servicers serve as a critical linknetn borrower and lenders: they manage
accounts, process payments, and communicate dingithh borrowers. According to the federal
Consumer Finance Protection Bureau, there are nosistent market-wide federal standards for
student loan servicing. California should be ofi¢he first states to enact statewide student
loan servicing regulation by creating a studentrieaervicer licensure program. With so many
Californians struggling to repay their loans or defting on their loans, it is important that the
state ensures that servicers communicate effegtwigh consumers on repayment programs and
helps remove industry-created barriers to repaymelmt creating this licensure requirement,
California will take a necessary step to protecid&nt loan borrowers. Licensure will create
accountability from the servicer to the consumed provide oversight of the servicing industry.
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Student loan options

There are four types of postsecondary educatiamslo®irect Loans are federal loans made directly
to borrowers by Department of Education (DOE) tigtothe William D. ford Federal Direct Loan
program. Federal Family Education Loan ProgramE(F loans were originated by private
lenders and guaranteed by the federal governmieederal Perkins Loans are co-funded by higher
education institutions and the federal governmemd are originated and administered by the
education institutions. Federal law ended newigigpns of FFELP loans in 2010 but many remain
outstanding. Private student loans are made bgdgitepy and non-depository financial institutions,
states, institutions of higher education, and odmdities. These loans and their servicing conth wi
varying levels of consumer protections.

Student loan debt

Student loan debt is the second highest outstaradingumer debt in the United States, second only
to mortgage debt. Nationwide student loan del#1i2 trillion with an average debt balance of
$29,000. California ranks relatively well compatedthe other states on the average student loan
debt per student. However, even with a low rankinghe debt scale a California student will rack
up an average of $21,383 in public education unsbih debt. Data is unclear on how much private
education debt may add to the average per studergrivate education debt overall is on the rise
from a $55.9 billion in 2005 to $140.2 billion i21 and in large part fueled by the reselling of
loans on the secondary market in a system verylaino mortgage funding and asset backed
securities The High Economic and Social Costs of Student Ldabht CNBC. June 15, 2015)
According to the Wall Street Journ&pongratulations, Class of 2015: You're the Mostdbtbd
Ever, May 2015, not only is average debt rising butrbenber of students taking out loans is also
on the rise with 71% of bachelor's degree recigigaiting out loans, double the number two decades
ago.

This growing trend toward increasing the use oh#ofor education financing is taking a toll on
graduates. For example, homeownership rates aggpithg among people under the age of 35.
Some of this may be related to the fact that mgegkenders must look at all sources of debt,
including student loans and this debt can eithéaydeomeownership or require the borrower to
reduce their housing expectations. National Asgmn of Realtors has found that over half of
potential first time buyers that are having troub&ing for a down payment for house are have
trouble due to student loan debt. According to CN&udent loan default rates stand around 13-
15% with the average amount of default at $14,0B0evthe default rates for some private-for profit
schools is at 30%. A recent report from the Wdhe& JournalMore Than 40% of Student
Borrowers Aren't Making Payment&pril 7, 2016 found:

1) 40% of Americans who borrowed from the Governmentan student-loan program aren’t
making payments or are behind on more than $2006rbbwed.

2) One in six borrowers (3.6 million) were in defaoitt $56 million in student debt.
3) Three million borrowers owing almost $110 billiorere in forbearance or deferment.

The costs of education is obviously on the rise laads are filling a greater portion of the finargi
options. As the use of loans increases the levetgudent financial literacy remain for the most
part, dismal. A decade ago the biggest obstaclstémlents entering college was the potential draw
of credit card offers that could lead to thousaofigollars on debt. With rising college costs the
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addition of more student loans is adding tens oftisands of dollars in debt. Twenty somethings
reaching for the dream of a bachelor's degree ate #® run up massive debt with little
understanding of how to even balance a checkbd®lsurvey on student loans by Citizens Bank
reveals that recent college graduates are lackitgsic details about their loan debt. For example
45% didn't know what percentage of their salary iwtenpaying off their loans. Another 37% were
unaware of the interest rate on their loan and 88¥mot know how long it would take to pay off
their loans.

Student loan servicing

The Consumer Financial Protection Bureau (CFPBgass#d a reportStudent Loan Servicing:
Analysis of Public Input and Recommendations fdoRe in September of 2015.

The report indicated that consumers with federdl @ivate student loans report a range of
problems around servicers making mistakes, reqgetisrg lost, payments being processed too
slowly, or servicer personnel not having the latefsirmation about a consumer’s account.
Borrowers report that these issues include:

1) Poor customer service and bad information causimgplvers distress: Borrowers report
problems accessing basic account information, veugiconflicting information about
repayment programs and loan features, and recewaogurate billing statements. When errors
occur, borrowers report problems getting them resbland a lack of recourse.

2) Servicing transfers leading to surprise fees aatldenefits: More than 10 million borrowers
have had their servicer change in the past fivesygzonsumers and industry report, however,
that servicing transfers can create confusion vdmenpanies have different policies and
procedures related to payment posting, allocatiad, processing, as well as the administration
of certain borrower benefits. When servicers chapggments may be lost, consumers may
incur surprise late fees, and processing problemdsrassing account records can knock
borrowers off track on repaying their loans.

3) Roadblocks to refinance keeping borrowers tiedgb-hate loans: Borrowers seeking to
refinance student loans often depend on their ntigervicer to provide accurate and timely
information about how to pay off their student IeaRublic comments from borrowers and from
student loan refinancing companies describe pgyotilems, including inaccurate payoff
statements, surprise bills demanding extra paymeantscustomer service confusion that
increases costs for borrowers, lenders, and sesvice

4) Co-signer policies causing auto-defaults and boeradistress: Private student loan borrowers
continue to report serious financial distress wa@ompany unexpectedly puts their loan in
default status. These borrowers report payingrae gach month, only to discover that their
loan has been placed into default and sent to aaddlbctor following the death or bankruptcy
of a co-signer, causing damage to their credit.

5) Payment processing practices increasing fees amalip@g borrowers: Borrowers expect
servicers to process monthly payments and appiy tbethe loans in their account correctly, in
a timely manner and without needlessly increasosic
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Other issues reported to the CFPB include:

1) Servicing failures may contribute to millions osttessed borrowers defaulting: The U.S. DOE
offers numerous plans to borrowers with federadlsti loans to make payments more
affordable. These include options that let borr@asat their monthly payment based on their
income. Millions of borrowers may not be receivingportant information about repayment
options or may encounter breakdowns when attempairegroll. Borrowers report servicers
steering them into forbearance or other short-tgpiions that, while appropriate for some
borrowers, may increase costs and may not be indhsumer’s best interest. Others told of
servicers providing conflicting or inaccurate infation, preventing them from accessing tools
to avert default.

2) Sloppy practices boosting costs and causing dsgtelorrowers to lose critical
protections: Consumers enrolled in an income-basealyment plan must recertify for the
program on a yearly basis. Recent data source®sutit three in five borrowers in income-
driven repayment plans do not recertify on timbaligh they are eligible. Borrowers report that
inadequate renewal notices can contribute to tissedi deadlines.

3) Debt relief scams targeting distressed borrowershIBms with servicing can leave distressed
borrowers without the tools to help them avoid défséStudent debt relief scams prey on these
borrowers, charging up-front fees while promisiagetiroll borrowers in free federal consumer
protections, including income-driven repayment plan

4) Student loan servicing can affect certain spe@alubations, such as servicemembers, veterans,
and older consumers, at an increased level dueitu@ circumstances associated with these
individuals. Servicing practices hindering serm@ambers and veterans with disabilities seeking
to access important benefits: Servicemembers rgport servicing practices that make it harder
for them to access the benefits they've earneditiiranilitary service, such as difficulties
obtaining interest rate reductions and problemsling in a beneficial repayment program. The
Bureau has also heard from service-disabled vetexéin ended up with damaged credit after
their loan discharge was incorrectly reported dtedit reporting agencies.

5) Servicing problems may put older consumers’ reteetat risk: Poor servicing practices may
negatively affect many older consumers, especiatige who, as co-signers on private student
loans, become responsible for their children’srangchildren’s defaulted loans.

6) Borrowers with disabilities may not be accessingdbiés for canceling or discharging student
debt: Some borrowers with disabilities report pdivg information about their financial
circumstances to servicing personnel, but nevergoild about options to discharge student
debt due to their “Total and Permanent Disabilitytiich entitles them to certain loan
forgiveness benefits. In cases like these, borrewdh disabilities who have limited financial
resources may make unnecessary extra paymentttvesr loans.

U.S. DOE, CFPB and U.S. Department of the Treagr@T) released aloint Statement of
Principles on Student Loan Servicimgibsequent to the release of the CFPB report. jdine
statement was developed as a framework to imprtweest loan servicing through focus on the
following issues:
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1) Consistent. Student loan borrowers and servidies would benefit from a clear set of
expectations for what constitutes minimum requinetsiéor servicers provided by student loan
servicers and servicer communications with borrewercluding adequate and timely customer
service. Student loan borrowers should expect @ffestudent loan servicing, including, but not
limited to, conduct related to payment processsegyicing transfers, customer requests for
information, error resolution, and disclosure ofrbaver repayment options and benefits. Such
conduct should account for and recognize variatinhsan features, terms, and borrower
protections.

2) Accurate and Actionable. Student loan borrowetsroflepend on servicers to provide basic
information about account features, borrower ptates, and loan terms. It is critical that
information provided to borrowers by student loarvgers be accurate and actionable.
Information, including explanation and instructioegarding borrowers' loans and repayment
options, should be presented in a manner thatffess borrowers, helps them achieve
positive outcomes, and mitigates the risk and cofstiefault.

3) Accountable. Student loan servicers, whether fofip not-for-profit or government agencies,
should be accountable for serving borrowers fagfficiently and effectively. If servicers fall
short and violate federal or state consumer fireddaws, the DOE, contractual requirements, or
federal regulations, borrowers, federal and stgémeies and regulators, and law enforcement
officials should have access to appropriate chanioelrecourse, as authorized under law.

4) Transparent. The public, including student loarrdeers, may benefit from information about
the performance of private and federal studentdeam the practices of individual student loan
lenders and servicers, including information radateloan origination, loan terms and
conditions, borrower characteristics, portfolio gusition, delinquency and default, payment
plan enrollment, utilization of forbearance andedefent, the administration of borrower
benefits and protections, and the handling of eerccomplaints. The federal government
already makes much of this information availableféaleral student loans, and private-sector
lenders and servicers should follow suit. Portfplesformance data, including data at the
individual servicer level, should be available &tirtypes of student loans.

In an effort to improve loan repayment and loawiserg DOE announced on Aprif'52016 a plan

to improve and streamline the way in which fedestaldent loan borrowers pay back their loans.
DOE has put out a request for creation of a welbaptitat would be a single source for borrowers to
pay back their loans regardless of which loan sentihey have. Correspondence sent to borrowers
would come from DOE, not loan servicers and loamgfers between servicers would decrease.
This portal would also take complaints from borrosve

Discussion.

There are 10 DOE approved servicers for federalestuloans. These servicers are:
1) CornerStone

2) ESA/Edfinancial

3) FedLoan Servicing (PHEAA)
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4) Granite State — GSMR

5) Great Lakes Educational Loan Services, Inc.
6) MOHELA

7) Navient

8) Nelnet

9) OSLA Servicing

10)VSAC Federal Loans

The private student loan market is estimated topr® roughly 7.6% of the $1.31 trillion student
loan market, according to MeasureOne. Commerciakdold 40% of private student loans and
around 20% of federal student loans, accordindhéoRederal Reserve. Six companies — Citizens
Bank, Discover, Navient, PNC Bank, Sallie Mae andll$/Fargo — represent 66.7% of the private
student loan market, according to MeasureOne, destdoan data research company. Banks and
credit unions are exempt from licensing under ABR#herefor companies such as Citizens Bank,
PNC Bank and Wells Fargo would not need to be $iednunder this bill. Even if they were
included it may raise some potential federal praempssues as national banks cannot be regulated
by state regulators.

Concerns regarding servicing practices of studeahs provided the impetus for this bill. The
CFPB report on servicing problems makes a seriegsaammendations, yet this is a situation of an
unacknowledged dinner guest. CFPB and DOE hatieized servicing practices yet it is DOE that
approves servicers for federal student loans aacktbre could have direct impact on the actions of
servicer

The federal response thus far has been to highlighproblems in the marketplace and do little to
resolve the issue over which they have direct cbntr

AB 2251 is well intentioned legislation designed bong fairness to student loan borrowers.
However, it contains numerous and elaborate licensequirements for potential licensees as
opposed to robust standards for providing appropstandards of service to student loan borrowers.
It is not that the standards don’t exist in the, bdther the duties owed to borrowers are vaguke an
unclear and are not as robust as the licensingresgents for servicers. Licensing is a potential a
tool to compel certain types of positive marketdabrs but it is no guarantee. The following are
some issues that the author may want to considerggfmrward. Staff has recommended
amendments to deal with some of these issues, brg work should be done to ensure that this bill
can bring value and change to the student loancssgvmarketplace.

1) This bill amends the CFFL and changes its titlhedoCFFL and "The California Student Loan
Borrowers Bill of Rights." The CFFL allows consunh@ans of varying amounts including auto
purchase finance lending, commercial and residemti@tgage lending, loan brokering and even
small dollar unsecured and secured loans. Addirggaovisions concerning student loan
servicing is adding another layer of complicatioratlaw that is already in vital need of reform.
Therefor staff recommends taking The Californiadgtut Loan Borrowers Bill of Rights out of
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3)

4)

5)

6)

7)

8)

9)
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the CFFL and into its own standalone section withafinancial code.

Broad definition of "servicing" which includes "erming other administrative services." More
detail is needed on what types of "administratemises” would be covered and trigger a
licensing requirement.

A licensee is required to provide a borrower wightain information but it does not specify how
the information must be provided or if any timebreae associated with the information. For
example, a servicer must provide "accurate infoionabout...repayment options..." but not
within a specified time or in a specified manner..

Uses undefined terms potentially open to broadpnétation such as "quality customer service
and fair treatment.” This vagueness could cautengial long and drawn out disagreements
between a licensee and DBO concerning licensinginements.

The licensing fee is undetermined. What is the@mate fee? Licensing fees are often based
on the total size of the licensed population.s limclear how many entities would need to be
licensed or even where they are located.

The licensing portion is far larger than the actt@isumer protection pieces of the bill. The
requirements to get and maintain a license are mamgerous and prescriptive than the duties
owed to student loan borrowers. Additional pramis should be added that will ensure quality
servicing to borrowers.

Proposed section 22660.5 requires a licensee todara student loan borrower with specified
items though those items are somewhat uncleam@eeg#4). Section 22660.25 states a licensee
"shall do all of the following:" Staff suggests rgerg these sections together, as well as, add
further clarity to the duties owed to a borrow&hese proposed amendments are in #2 below
and should not be considered a definitive listerdnis but rather a starting point.

Page 11, lines 16-19 allows the Commissioner of DB@quire "an applicant to submit a
statement signed under penalty of perjury agrewirgpmply with the requirements of this
section.” No other provision in the Financial €adfords the Commissioner of DBO this
authority to determine whether a licensee showd aistatement under penalty of perjury that
they will comply with a specific section of cod8taff recommends deleting this provision.

AB 2251 contains many technical and drafting isgshaswill need to be addressed as the bill
moves forward. It defines "servicing" among ottiengs, as "performing other administrative
services" with respect to a student loan. Thisague and unclear as to what level of
administrative services would elevate to the l®f€kervicing" and creates a potential issue
where a broad interpretation could include almastactivity, including loan origination.

10)A licensee may only engage in servicing in onetiocgper language on page 8, lines 34-39. It

is unclear what this restriction is attempting ¢c@nplish. Additionally, this ties into the
definition of servicing mentioned in #9. Basedtbea location restriction the licensee would not
be allowed to have any administrative servicestéxtat another location. Licensing laws in the
Financial Code vary in how they authorize brandicefactivity. Staff recommends that that
author further refine this provision.
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11)This bill may also apply to collages and univeesitihat do their own servicing of loans. Is it the
intent of the bill to cover those circumstancedte Bill should be clarified to address its
intended and practical application.

Proposed Amendments.

1) Remove provisions of bill from CFLL and place iastlalone section within Financial Code.

2) Delete section 22660.5 and instead add changextios 22660.25 that require student loan
servicers to do the following:

a. Inform borrowers of repayment or loan forgivenegsams.

b. In the case of a borrower seeking to resolve areiss enter a repayment plan,
appoint a single point of contact for that borrower

c. Respond to written request from a borrower for Bgetinformation within 30
business days.

d. Appropriatly apply amounts in excess of the minimpalyment to the interest and
fees owed on the payment due day and then to theigal balance of the loan.

3) Inform the borrower if the servicing of their loemansfers to another entity, as well as the
contact information for the new servicer.

4) Eliminate the ability of the Commissioner to reguan application to submit a signed
statement under penalty of perjury agreeing to dgmih the act.

5) Add clear enforcement provisions consistent wittoerement authorities the Commissioner
has under other licensing laws.

REGISTERED SUPPORT / OPPOSITION:
Support

Attorney General Kamal Harris (Sponsor)
National Association of Social Workers (NASW)

Opposition
None on file.

Analysis Prepared by: Mark Farouk / B. & F./(916) 319-3081



