Top 10 Things You Don’t Know About Sallie Mae

Throughout the Great Recession, only one type of household debt grew: student debt. In April 2012, student debt surpassed the $1
i
ii
trillion mark, and now students owe on average nearly $27,000 by the time they graduate. As student debt and student loan
defaults escalate at an unsustainable pace, private student loan lenders continue to increase their profit margins. Sallie Mae is the
iii
largest private student loan lender and one of the chief profiteers off of student debt, yet it faces minimal public scrutiny and
accountability. Below are 10 critical facts about Sallie Mae that exemplify the need for increased regulation in the private student
loan industry.
1. Sallie Mae is a publicly traded corporation, accountable to shareholders – not the government or students. Originally created as
a government-sponsored enterprise in 1972, Sallie Mae transitioned to operating as a fully-privatized bank lender between 1997 and
iv
v
2004. Sallie Mae now operates as a massive financial institution with a stake in several states’ 529 savings plans.
vi

2. Sallie Mae owns $162.5 billion of student debt, or nearly 20 percent of all student debt in the country. Sallie Mae is the largest
private profiteer off of student debt, with more than 25 million customers. Since 2010, the company has increased its private
vii
student loan portfolio by 45 percent.
3. Twenty percent of individuals with Sallie Mae loans defaulted from 2009 to 2012 after entering forbearance, and 11.4 percent
viii
defaulted after leaving forbearance and trying to make payments. Sallie Mae has a history of hiding its true default rate numbers,
and the Senate Committee on Health, Education, Labor and Pensions (HELP) singled out the company for manipulating default rates
ix
for students at for-profit colleges. In 2007, company shareholders filed a class action lawsuit over this practice of pushing students
x
into forbearance as a way to delay defaults on loans that were granted despite borrowers’ clear inability to pay them off.
xi

4. From 2007 to 2011, Sallie Mae CEO Albert Lord has received more than $35 million in total compensation. Sallie Mae’s senior
xii
management team, composed of five executives, received more than $20 million in compensation in 2011.
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5. Sallie Mae made $84 million in revenue in 2012 from Department of Education servicing contracts. Sallie Mae services 4.3
xiv
million students’ loans through two U.S. Department of Education contracts – and gets paid well for doing it. Taxpayers are
currently financing a federal student loan system where Sallie Mae gets an 11 percent commission of the entire amount of a loan for
every loan it rehabilitates, regardless of the monthly payment size. In recent years, Sallie Mae has enjoyed an even-higher 16
xv
percent commission rate.
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6. Sallie Mae spent $16 million on federal lobbying from 2008 to 2012. The New York Times described Sallie Mae’s federal
lobbying efforts as “aggressive,” and detailed how the corporation tried to block student loan reform by influencing federal
xvii
regulators and Congress.
xviii

7. Sallie Mae had 63 registered lobbyists in nine states between 2005 and 2011. This influence can be quantified in states across
the country that have continued to divest in public higher education, with only two states increasing funding for higher education
xix
since 2008. A lack of state funding has driven students to be more dependent than ever on private lenders, including Sallie Mae.
xx

8. Sallie Mae is one of the newest members of the controversial American Legislative Exchange Council (ALEC). In November
xxi
2012, Sallie Mae gave a presentation at an ALEC conference called: “Best Practices for Debt Collection and Tax Amnesty. ” ALEC has
been widely criticized for promoting controversial legislation such as voter ID laws, “right-to work” laws, and pro-gun “stand your
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ground” laws. It faced widespread public attention and criticism in 2012, when hundreds of corporations ended their ties with
xxiii
ALEC — the same year that Sallie Mae joined the extremist group.
9. The Consumer Financial Protection Bureau (CFPB) has received more than 1,500 complaints about Sallie Mae.
alone totaled nearly half of the 3,485 total complaints submitted about student loans to the agency since March 2012.
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10. Sallie Mae has faced class action lawsuits nearly every year since being privatized. The suits have accused the corporation of
xxv
xxvi
racist and discriminatory predatory lending practices against minorities and low-income borrowers. Sallie Mae settled all of
these cases outside of court, and is now facing a new class action lawsuit for providing loans that their executives described as
xxvii
“predictably uncollectible.”
For more information, contact Ori Korin at okorin@americanrightsatwork.org, or Chris Hicks at chris@jwj.org. Learn more about
Sallie Mae and get involved in efforts to end student debt here: http://www.jwj.org/end-student-debt
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“Too Big to Fail: Student debt hits a trillion”: http://www.consumerfinance.gov/blog/too-big-to-fail-student-debt-hits-a-trillion/
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“Obama Cuts Student-Debt Collector Commissions to Aid Borrowers”: http://www.bloomberg.com/news/2013-03-19/obamacuts-student-debt-collector-commissions-to-aid-borrowers.html
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“Lobbying Imperils Overhaul of Student Loans”:
http://www.nytimes.com/2010/02/05/us/politics/05loans.html?pagewanted=all&_r=0
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xxvii
“Firm Files Suit Against Sallie Mae On Behalf of For-Profit College Students” http://www.wolflegal.com/wolf-legal-sues-salliemae/
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