
 

 

May 24, 2013 

 

Monica Jackson 

Office of the Executive Secretary  

Consumer Financial Protection Bureau 

1700 G Street, N.W. 

Washington, DC 20552 

 

Re:  Response of the Consumer Bankers Association to Request for Information Regarding an 

Initiative to Promote Student Loan Affordability   

Docket No. CFPB-2013-0005 

 

Dear Ms. Jackson: 

 

The Consumer Bankers Association (CBA)
i
 appreciates the opportunity to submit comments to 

the Consumer Financial Protection Bureau’s (CFPB’s or Bureau’s) proposed rule “Defining 

Larger Participants of the Student Loan Servicing Market,” Docket NO. CFPB-2013-0005.    Our 

comments reflect the view of CBA’s Education Funding Committee.   The Committee includes 

the largest bank lenders of private student loans. 

 

Members of the CBA Education Funding Committee support the Bureau’s initiative to expand 

supervision of student loan servicing.  Because servicers that are banks are already subject to 

supervision, establishment of supervision over larger non-bank participants in the student loan 

servicing market is appropriate.    Subject to the detailed discussion below, CBA supports the 

proposed rule as promulgated as a means of accomplishing the objective of CFPB supervision of 

all major participants in the student loan servicing market.  

 

 

 

 

 



   

Most importantly, the proposed rule (12 U.S.C. 1090.106(a)) defines the student loan servicing 

market as covering the servicing of both Federal (both outstanding Federal Family Education 

Loans and Federal Direct Student Loans) and private student loans.  Although supervising 

entities whose market participation primarily involves servicing Federal loans will no doubt 

create some unique supervisory challenges, CBA supports the inclusion of this servicing within 

the scope of the rule.    CBA strongly believes that borrowers of federal student loans should 

receive the same benefits of CFPB oversight as may result from the proposed rule’s coverage of 

larger participants in the private student loan servicing market. 

 

CBA agrees with the Bureau that student loan servicing is, in general, the day-to-day 

management of loans on behalf of loan holders.  The proposed rule, section 1090.106(a), defines 

“student loan servicing” as including the collection and processing of loan payments on behalf of 

holders of promissory notes and, during periods when payments are deferred, maintaining of 

account records and communicating with borrowers on behalf of loan holders, as well as 

interactions with borrowers that facilitate such collection and processing of loan payments and 

maintaining of account records and communicating with borrowers.    CBA agrees with this 

definition of student loan servicing.  It focuses on those entities that have actual interface, or 

contact, with the borrower. 

 

The proposed definition of student loan servicing includes interaction with borrowers intended to 

help delinquent borrowers avoid or prevent default on obligations arising from their student 

loans.    CBA agrees that these activities are closely connected to the core aspects of student loan 

servicing. 

 

CBA also supports the test proposed by the Bureau for identifying larger participants.  Three 

possible criteria are offered by the Bureau for comment:  one based on the unpaid principal 

balance of loans handled by a servicer; one based on the number of student loans serviced; and 

one based on account volume.  Of the three, CBA prefers the use of criteria based on account 

volume-- the number of accounts on which an entity performs student loan servicing. The 

definition of “account volume” for each nonbank covered person would be the sum of the 

number of accounts serviced by that nonbank covered person and the number of accounts 

serviced by all affiliated companies, as measured as of the prior year’s December 31.   The 

proposed rule also proposes to count, as a separate account, each separate stream of fees to which 

a servicer is entitled for servicing a post-secondary education loan with respect to a given student 

or prior student.   CBA agrees with these proposals.  It is appropriate to include affiliated 



companies to avoid excluding some entities who, but for the corporate structure of a parent 

organization, are larger participants. 

 

The Bureau notes that it has concluded the SLSA Servicing Volume Survey will be sufficient to 

enable the Bureau to analyze the market and select a threshold for larger-participant status.   

CBA agrees with this conclusion.   CBA agrees with the proposed definition of post-secondary 

expenses, which is defined as any of the expenses that are included as part of the cost of 

attendance of a student as defined in 20 U.S.C. 1087ll.     

 

The proposed rule defines a post-secondary education loan as an extension of credit that is made, 

insured or guaranteed under Title IV of the Higher Education Act (20 U.S.C. 1070 et. Seq.) or 

that is extended to a consumer with the expectation that the funds will be used in whole or in part 

to pay postsecondary education expenses, whether the loan is made to a student, parent, guardian 

or other consumer.    CBA disagrees with the proposal.  The adoption of a definition of private 

educational loan that differs with that promulgated by the Federal Reserve under Truth in 

Lending (12 CFR 226.46(b)(5)) is not necessary and may complicate both the implementation of 

the new Rule at the Bureau and compliance generally among lenders.    Because of the 

complications that such inconsistency will create, CBA strongly suggests that the existing TILA 

definition be utilized.   

 

The proposed definition of post-secondary education loan would exclude loans secured with real 

property, credit cards or home equity lines of credit used to finance post-secondary education.   

CBA agrees that the exclusion of these entities for the reasons expressed in the proposed rule 

preamble.   In particular, CBA notes that pursuant to 12 U.S.C. 5514, the CFPB has supervisory 

authority over nonbank persons that offer these products, effectively eliminating any need to 

establish supervisory authority over these entities through this rulemaking.    

 

The proposed definition of post-secondary education loan would also exclude extensions of 

credit under open-end credit plans as used to finance post-secondary education.   Although CBA 

strongly recommends use of the existing TILA definition of post-secondary education loan, as 

discussed above, we recommend that if the Bureau does not accept this recommendation and 

promulgates its proposed definition in the final rule, that a change be made to that definition to 

include, rather than exclude,  extensions of credit under “open-end credit” plans  extended to a 

consumer with the expectation that the funds will be used in whole or in part to pay 

postsecondary education expenses.   Since the needs of consumers who use this product to pay 

post-secondary educational expense are essentially identical to those of users of traditional 



private student loans, there is no basis for excluding such loans for purposes of the proposed rule.  

CBA believes that the starting point and focus of the proposed rule should be consumers who use 

credit to pay postsecondary education expenses, and for this reason believes that all such 

consumers should enjoy the protections and benefits of CFPB oversight -- whether the credit is 

closed-end or open-end.   

 

On establishing a threshold for defining larger participants in 12 USC 1090.106(b), the Bureau 

proposes use of one million accounts serviced.  This threshold would result in the identification 

of seven student loan servicers responsible for between approximately 71 and 94 percent of 

activity in the nonbank student loan servicing market.    CBA agrees with the use of this 

threshold.   

 

Thank you for the opportunity to comment on the proposed rule.     We hope our comments are 

useful to the Bureau as it prepares a final rule on this important subject. 

 

If you have any questions or wish to discuss these issues further, please feel free to contact me at 

(202) 552-6364 or at pbradshaw@cbanet.org.  

 

 

Sincerely, 

 
 

 

 
Pace Bradshaw 
Vice President, Congressional Affairs 
Consumer Bankers Association 

 
 
 

 

 

 

 
 
                                                           
i
 The Consumer Bankers Association (“CBA”) is the trade association for today's leaders in retail banking  
- banking services geared toward consumers and small businesses. The nation's largest financial  
institutions, as well as many regional banks, are CBA corporate members, collectively holding two-thirds  
of the industry's total assets. CBA’s mission is to preserve and promote the retail banking industry as it  
strives to fulfill the financial needs of the American consumer and small business. 
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