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Who is on the CFPB Watch List? Student Lenders; Automobile Loans from 
Banks; and Payday Lenders

     
1. On Thursday, the CFPB issued a request for information soliciting public comment on ways to 
make the repayment of private student loans more affordable.  The request is the result of an October 
2012 report of the CFPB’s student loan ombudsman recommending that policymakers find ways to spur 
the development of affordable repayment options in light of high levels of delinquency and default, and 
the potential impact of student loan debt on the overall economy. 
 
Among the topics for which the CFPB seeks comment: 
 

 The primary causes of private student loan borrower hardship, including characteristics of the 
loans that may predict future hardship; 

 
 How borrowers in distress stay current with their student loans, including the accrual of other debt 

to meet loan obligations; 
 

 Repayment options available to borrowers in distress, including permanent or temporary 
reductions in monthly payments; 

 
 Whether features of successful past and existing loan modification programs could be applied to 

private student loan affordability programs; 
 

 Whether the servicing infrastructure of private student loan lenders can handle loan modification 
programs; 

 
 Reporting of repayment plans for defaulted student loans to consumer reporting agencies; 

 
 Borrower awareness of loan modification or refinance options; and 

 
 Impact of student loan debt on other economic matters, such as homeownership, auto purchases 

and savings. 
 
Here’s a link to the notice, as published on the Bureau’s website:  
http://www.consumerfinance.gov/students/request-for-information-regarding-an-initiative-to-promote-
student-loan-affordability.  Comments are due by April 8, 2013 and let us know if you would like our 
assistance in drafting a comment. 
 
2. Also on Thursday, it was reported (not by the CFPB) that the CFPB has sent warning letters to at 
least four banks indicating that the CFPB may sue them for discriminatory practices in connection with 
auto lending.  While the CFPB does not have supervisory jurisdiction over “auto lenders” per se, it has 
supervisory jurisdiction over banks with assets totaling more than $10 billion.  If those banks engage in 
auto lending, then the CFPB will use its broad jurisdiction to capture the auto lending aspect of the bank’s 
activities.  This is an interesting development for both the banking and automobile industries.  As many of 
you know, automobile companies execute contracts with banks or other types of lenders that allow the 
banks and lenders to provide financing for a customer onsite while the customer is at the dealer if the 
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customer does not have better financing alternatives before entering the dealership.  If the on-site bank or 
lender engages in conduct that the CFPB believes is unlawful, a good question to ask is whether the 
CFPB will try to exercise jurisdiction over the automobile company for not having an adequate system in 
place that would have allowed the company to supervise the lender or bank and prevent the alleged 
misconduct.  While I doubt that the CFPB’s jurisdiction extends that far (unless there is some sort of 
aiding and abetting claim), it is prudent for banks and automobile companies to review their contracts with 
each other to determine how much oversight, if any, that the automobile company may exercise. 
 
3. On Wednesday, the 25-member consumer advisory board, which advises the CFPB on market 
trends and financial issues, told the CFPB that it needs to do more to examine short term credit lenders 
like payday lenders.  The advisory board emphasized that some states laws do not limit what smaller 
credit lenders can charge for fees, some states do not limit the number of rollovers or how much a 
consumer can borrow.  Richard Cordray stated that the lack of prohibitions cause many consumers to get 
caught in a “debt trap.” 
 
Please make sure to follow us on Twitter at @cfpbattorney and do not forget to visit our website, 
www.cfpaguide.com.  
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