Thank you and good morning. It feels good to be here in person today. The entire
pandemic interlude has been a strange and trying time. Like practically everything else,
as you well know, higher education has been significantly affected by COVID 19. We at
Federal Student Aid are working to figure out how we can best wade through it to the
other side while keeping the students, families, and borrowers we serve at the top of our
minds. We trust you all are doing the same, knowing that each of you is facing the same
new dynamics prompted by the global emergency.

Today I will touch on four issues where the challenge of helping to finance higher
education across this country has been altered greatly by the pandemic. As you will see,
this transformative crisis has arrived against a backdrop of broader change in federal
student aid — stemming both from changes in the law and from changes in our approach.
The work you do is important to help us navigate the novel environment we now face,
and we must take these responsibilities seriously if we are to be successful for millions of
Americans who count on us to help them achieve the promise of the American dream.

First, at the threshold of higher education, people encounter the magic admission
ticket known as the FAFSA® form. Right now, we are deeply involved in huge changes
as we implement two new laws about accessing federal student aid. The legislation will
make a sea change in the process for approximately 19 million students and families who
fill out this essential form each year. The scope of the changes and the scale of our work
mean, as you can imagine, that activating these new laws is complex and involves much
more than simply flipping a switch. Let me assure you that FSA is being deliberate and
strategic about planning and executing to make sure we get all this right the first time.
Our top priority is making sure students and their families have reliable and uninterrupted
access to the financial aid they need. To that end, we are already realigning staffing and
resources at FSA to do this job well, and we will keep the lines of communication open
with stakeholders as we continue to make progress.

One point of concern, however, is that we are seeing the negative effects of the
pandemic on enrollment. We saw a slight decline last year, which was understandable
enough given the novel challenges everyone was confronting. But now the early data
from this year on FAFSA completion suggests the downward trend may be continuing.
This is a serious problem for all of us. We cannot afford more cohorts of high school
graduates who are somehow failing to move into the next stages of higher education. Our
population has a certain amount of potential, and education is a key avenue for realizing



that potential and building a stronger America. The issues here are complicated and there
are no easy answers to dealing with broader societal phenomena, but we will be
monitoring the data closely to call out the trends we see unfolding in the months and
years ahead.

Second, we are beginning to prepare for what may be a significant new phase in
the FFEL program. As you all know, FFEL borrowers were once the entire universe of
student loan holders in the United States. Over time, Congress saw fit to create the Direct
Loan program, yet even then the direct private loans made through the FFEL program
remained the lion’s share of federal student aid. With the financial crisis a decade ago,
however, this all changed suddenly. FFEL lending dried up, that program was terminated,
and the government stepped in to provide direct loan funding to support higher education
financing. Ever since, commercially-held FFEL loans have been a steadily diminishing
portion of the Department’s loan portfolio. Yet time and student loan debt often move
very slowly; those legacy accounts remain a significant chunk of our portfolio and are
still worth close to $150 billion today.

At some point, however, the shrinkage in the FFEL portfolio will leave even that
legacy repayment program unsustainable. We cannot be sure when that will happen. It
may be several years from now or it may be sooner. What we do know is that the effects
of the pandemic payment pause have hastened that day of reckoning. After a false start
early last year, the guaranty agencies have been on hold with their collections for months
now, even as they have had to do considerable work and bear considerable expense to
unwind prior directives about whether and how to pursue collections. These strains were
further exacerbated by the recent extension of the payment pause by four more months. It
would be a vast understatement to say that these have been challenging times, and we are
seeing more GAs make the difficult decision to exit the program. With every GA that
leaves the FFEL program, the pressure mounts on those remaining to shoulder an even
larger share of the load. We know this trend is not sustainable, and we have begun more
advanced planning about how to manage this difficult situation going forward.

Third, the payment pause itself has been an unprecedented challenge for the Direct
Loan program as well. It may seem that it would be easy just to stop doing something,
akin to taking a rest, but that surmise would badly misunderstand the complexities of the
financial aid world. In the first place, the pause was not one single decision that spanned
this entire period, but instead has been a series of extensions that each generated its own
set of workstreams. FSA has had multiple periods where it had to plan and prepare for
return to repayment, only to reverse course, often at the last minute. The dilemma of how
to communicate these mixed messages to borrowers has also been severe, with so many
false starts no doubt sowing tremendous confusion about what even the immediate future
may hold. At the same time, borrowers have been hearing a steady drumbeat about the
possibility of loan forgiveness, either wholesale or piecemeal. The old saying is that “the
wish is father of the thought,” and we can expect that many, many borrowers will not be



eager to return to repayment when they have been led to believe, or even to hope, that
was never going to happen. Getting over that psychological hurdle with millions of
Americans may be a much harder job than we know.

During the repayment pause, also, we have been seeking to make some big
changes in our loan servicing program. Upon arriving at FSA, I was shocked to find that
the loan servicing contracts contained little in the way of performance or accountability
metrics. We are determined to change that. [ know from my years at the CFPB that loan
servicing is a very hard job. I had a bird’s-eye view of how the mortgage servicers
floundered during and after the financial crisis, which became a foreclosure crisis. And
we worked on an extensive set of new mortgage servicing regulations to hold them more
accountable. We recognized that during a historic economic crisis they were inevitably
going to be under the gun. But we also realized that systematic understaffing and
underinvestment had led to massive failures that left them unable to serve mortgage
holders effectively. And people suffered accordingly. We do not intend to repeat those
experiences here as we emerge from the COVID crisis.

So, as we entered our most recent negotiations to extend our servicing contracts,
we made clear that new performance and accountability metrics are key objectives for
FSA. Not everybody was thrilled with that position, but we have stuck to our guns. Some
servicers have decided to exit the program rather than contend with these new realities.
Others have caught the spirit of what we are intending and have embraced a new normal
of “putting borrowers first.” We will work closely in partnership with our servicers to
make sure we deliver quality service to everyone who faces the prospect of repaying their
student loans.

But partnership also comes with oversight. We need to ensure that performance
and accountability are not just terms in a contract; they must be felt on the ground. And to
boost our oversight, we are beefing up our own capabilities as well as building strong
relationships to reflect a vision of “one united government” to fulfill shared goals. Many
powers and responsibilities are very fragmented in our system of government, for a
variety of reasons. To be most effective, we need to collaborate consciously with others
who can help achieve our joint objectives. That includes our fellow federal officials, like
the CFPB, the FTC, and the Departments of Justice and Treasury. It also includes state
officials, where we will engage in a strategy of “cooperative federalism” to protect the
people we serve. And it includes community and consumer groups who advocate for
borrowers and can help us by being our “eyes and ears” about problems and errors that
need to be addressed. By strengthening these relationships, we will be more successful in
securing compliance with the law and the obligations it imposes — and we will help more
borrowers be successful.

Fourth, we are facing the unique and unprecedented task of returning tens of
millions of student loan borrowers back into repayment after a pause that has extended



for almost two years. During all that time, generally, people with student loan debt have
not been required to make regular payments, have been subject to 0% interest on their
loans, and if already in default have had collections stopped on their outstanding loan
balances. People have grown accustomed to this status, and millions of recent borrowers
have now gone some time without yet making a single payment on their loans. The stakes
are extremely high as we now proceed to change everything once again — for borrowers
who may not like what they are hearing from us, may not believe what they are hearing
from us, and may not be prepared to cope with what they are hearing from us.

Nevertheless, early last month, the Department of Education announced the final
extension of these pandemic relief measures. The current repayment pause that has been
in effect since March 2020 will soon expire. A crucial piece of that news was that this
date is now final. After January 31 of next year — approximately four months from now —
repayment will restart for more than 25 million borrowers. This is a defining moment,
and it is important that we get it right. At a time when so many have been struggling —
with their health, their employment, their finances — we cannot burden them with poor
execution on the return to repayment.

Let me tell you how we at FSA intend to approach this objective. We will focus on
supporting borrowers and their families with clear communications and with an emphasis
on strong execution by our loan servicers. On the first point, to help people prepare to
return to repayment, FSA is launching a communications campaign that includes:

e a series of email communications direct to borrowers;

e a general awareness messaging on various forms of social media;

e paid search, which will advertise federal student loan resources and information
within the results of internet search engines; and

e updated sections of the StudentAid.gov/coronavirus page.

We will be informing borrowers about their options, such as applying to be placed
on income-driven repayment plans to help make their monthly payments more affordable.
We are pushing borrowers to sign up or renew their prior participation in our auto-debit
program, which is the easiest and most worry-free way to make their monthly payments.
We also have seen various scams that unscrupulous actors are generating to try to take
advantage of borrowers during the COVID-19 emergency, and we are communicating
aggressively to call them out, so people know how to identify and avoid these schemes.

By no means will FSA be doing this alone. We are reaching out to anyone who
can help us spread our message about return to repayment, especially trusted sources of
information: schools; student groups; alumni associations; consumer groups; businesses;
labor unions; and other federal, state, and local officials. We are directing federal loan
servicers to communicate clearly to their customers about the looming deadline and what
will be expected of them. We also need each of you to help us provide key messages,



resources, and tools to the borrowers in your charge. As we move forward, we will speak
with you on a regular basis as new information becomes available or as our plans evolve.

There is nothing abstract about the challenges we face. The students, families, and
borrowers we serve are you and your children; they are me and mine. For example, this
spring, my wife and I had the distinct pleasure of watching our twins receive their college
diplomas. I am sure you can appreciate the kaleidoscope of emotions that parents feel
when they see children that they recall in diapers now striding across the stage in cap and
gown. The higher education they have received will help them succeed in handling the
challenges that life is sure to throw at them.

By virtue of the work we do, we share the goal of helping more young people
seize the same opportunities to learn and grow and flourish. We can change the trajectory
of their lives by helping them realize fulfilling and productive careers. If we can do that,
we also will strengthen the capacity of American society to meet the global challenges
that we face today and in the coming years. As each student succeeds, we all succeed.
This idea is ingrained in the mission of FSA which, at its core, is to enable the American
dream. So that is what we will aim to do, together.

Thank you, and I would be happy to take a few questions.



