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Introduction
Advocates have warned for years that the federal government’s system for collecting on defaulted federal 

student loan borrowers is predatory both by design and implementation.1 Leveraging unparalleled powers 

including the ability to garnish borrowers’ wages, offset Social Security checks, and seize badly-needed 

benefits such as Child Tax Credit payments—all without a court order—the U.S. Department of Education 

(ED) has cemented its position as one of the most aggressive debt collectors in the nation.2 

Worse yet, a growing pile of evidence establishes that this collection machinery has spun beyond ED’s 

ability to manage it, let alone ensure that it follows the law. The result is widespread harm that lands hardest 

on low-income borrowers, and on Black and Latino communities.3 

The sorry state of federal student loan debt collection was thrust into the spotlight during the COVID-19 

pandemic, when far-reaching government failures denied hundreds of thousands of borrowers access to 

critical relief.4 Following passage of the CARES Act in March 2020, Congress required ED to stop using 

collection techniques, including wage garnishment. However, subsequent court filings5 and investigations6 

show that ED and its contractors were unable to do so, and that borrowers instead continued to struggle 

under the weight of a broken student loan system.

This report brings to light new evidence showing how the student loan system’s failures during COVID-19—

under both Secretary DeVos and Secretary Cardona—were far more profound than previously known.

In particular, documents uncovered through the Freedom of Information Act reveal that:

 ■ ED continued to illegally garnish borrowers for nearly a year longer than previously 

reported, all while grasping unsuccessfully for a way to rein in the debt collection system. 

ED’s Inspector General reported in June 2021 that ED’s Office of Federal Student Aid (FSA) was 

still garnishing 1,930 borrowers as late as October 23, 2020. It is now clear that garnishments 

continued at least through August 2021, with hundreds of borrowers having tens of thousands of 

dollars illegally removed from their paychecks in the intervening months. Underlying this failure, 

new documents show how ED scrambled in vain to tame the debt collection system and stop 

runaway garnishments. Attempts included resorting to searching on Google (often unsuccessfully) 
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to fill glaring holes in its databases of borrower and employer contact information, and cold calling 

employers to leave voicemails requesting that they halt garnishments. ED’s chaotic response did not 

fully stomp out illegal wage garnishment, and ED appears in some cases to have simply given up 

trying to locate borrowers’ employers. 

 ■ ED’s internal records reveal inconsistencies with representations it made in public and to 

courts regarding wage garnishment, raising troubling questions about its ability to control 

this collection tool. During the first year of the pandemic, borrowers who were being illegally 

garnished filed a class action lawsuit against ED to enjoin the practice. As part of that lawsuit, ED 

provided bi-weekly reports to the US District Court for the District of Columbia from May 2020 

to January 2021 detailing its progress in ending the illegal garnishments. But it appears there 

are several key discrepancies between the representations ED made in reports to the court and 

internal records documenting ED’s progress stopping garnishments. These gaps raise the question 

of whether ED reliably and comprehensively understood the extent of ongoing collections during 

COVID-19.

 ■ Borrowers looked unsuccessfully to ED for help, relaying harrowing narratives of illegal 

garnishments’ devastating effects and the difficulty they faced trying to get assistance from 

their servicers. Hundreds of never-before-seen complaints to ED from borrowers who continued 

facing garnishments during COVID-19 illustrate the depth of the student loan industry’s failure to 

deliver borrowers quality customer service when they needed it most, and the massive personal and 

financial hardship that these collections imposed.

 ■ ED chose not to shield expanded COVID-19 related unemployment checks from student 

loan repayment, ushering possibly tens of thousands of borrowers into default. ED explicitly 

noted in an internal memorandum that it had the power to exempt borrowers’ $600 expanded 

unemployment insurance checks from being counted as income for the purposes of student loan 

monthly payment calculations, but internal documents reveal that it specifically chose to forgo 

using this authority. ED’s decision likely led thousands of borrowers to default on their student loans 

during the pandemic.

In April 2022, as part of an extension of the pandemic-related federal student loan payment pause, ED 

announced that it intends to bring roughly 7.5 million federal student loan borrowers out of default through 
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an administrative action called “Fresh Start.”7 While this is an important first step that will help many 

borrowers access pathways back into repayment, it does nothing to fix the underlying problems with ED’s 

debt collection system.8

And those problems are substantial. The findings of abusive failure outlined here pertain to Congressionally 

mandated relief in the context of COVID-19, but these breakdowns are not limited to pandemic-related 

disaster response. Instead, the situation that defaulted borrowers faced during COVID-19 is emblematic of 

the central, existential flaw in the administration of wage garnishment: once started, ED cannot guarantee 

that wage garnishment will stop, even when required by law. 

ED is not legally required to garnish borrowers’ wages to recoup defaulted debt. Borrowers have a right not 

to be subjected to illegal and financially devastating abuse when they fall into default—and nobody deserves 

to be at the mercy of a broken system that ED cannot control. Accordingly, ED should not restart the use of 

administrative wage garnishment when payments resume.

It is long past due for ED to rein in its runaway debt collection machinery.
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Background: Administrative Wage 
Garnishment and COVID-19
Borrowers who fall more than 270 days behind on their federal student loan payments are considered 

to be in default, making them subject to a host of draconian debt collection measures carried out by ED 

and its contractors.9 Many of these borrowers are in dire economic straits long before they default, and 

a disproportionate share of them are Black and Latino borrowers and borrowers who attended for-profit 

colleges.10 Having sought a better life through higher education, these borrowers now face extraordinary 

debt collection tactics including the seizure of wages, federal benefits like Social Security, and tax refunds—

even anti-poverty tax credits such as the Child Tax Credit and Earned Income Tax Credit.11

The devastating effect these penalties have on the most economically vulnerable cannot be overstated. 

Having a student loan in default can make it difficult for struggling borrowers to qualify for housing or to 

find the employment necessary to reenter repayment and bring their loan back into good standing.12 The 

consequences of default are particularly ruinous for borrowers with fixed incomes, including the elderly 

and disabled, who often find themselves falling below the federal poverty line when ED skims off the top 

of their Social Security benefits to recoup defaulted student loans.13 In 2016, for example, the Government 

Accountability Office found that the offset of Social Security benefits due to defaulted student loans pushed 

tens of thousands of seniors into or further into poverty from 2001 to 2015.14 
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Figure 1: GAO data show tens of thousands of seniors on fixed incomes are pushed into or further 

into poverty by Social Security offsets.15

The Higher Education Act and the Debt Collection Improvement Act (DCIA) authorize—but do not 

require—ED to collect on defaulted federal student loans by extrajudicially taking money out of borrowers’ 

wages, a measure referred to as administrative wage garnishment (AWG).16 To implement AWG, ED must 

first provide the defaulted borrower with notice of the proposed garnishment.17 If the borrower does not 

request a hearing within thirty days of the notice’s mailing, ED will issue a garnishment order directly to 

the borrower’s employer.18 ED can then order the employer to withhold up to 15 percent of the defaulted 

borrower’s disposable income during each pay period until the student loan is repaid in full, including 

interest, penalties, and substantial collections costs.19 

Despite having the legal right to do so, few borrowers in jeopardy of wage garnishment actually request a 

hearing in response to notice that their defaulted loans have been designated for collection.20 As such, most 

employed borrowers who fall into default find themselves trapped in the wage garnishment scheme with no 

recourse.21 
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ED outsources the operations of this powerful machinery to a private contractor, Maximus Federal Services, 

Inc. (Maximus), which has been criticized for its treatment of student loan borrowers.22 Maximus is at the 

heart of the operations of the AWG system, handling everything from designating borrowers for garnishment 

in the servicing platform used to manage defaulted borrowers to notifying borrowers of the proposed 

garnishment and drafting responses to borrowers’ requests for hearings.23 

The number of federal student loan borrowers who are subject to this debt collection system is staggering. 

There are currently 8.2 million borrowers in default on a federal student loan.24 In the last year before the 

COVID-19 pandemic, 1.2 million borrowers defaulted, a rate that is equivalent to a borrower defaulting on a 

federal student loan every 26 seconds.25 

Moreover, while default leads borrowers to become prey to debt collectors and to face devastating 

consequences across their financial and personal lives, there have long been clear signals that ED does 

not meaningfully control its own debt collection system.26 An early example is ED’s filings in Calvillo 

Manriquez v. Cardona (then DeVos), a federal class action lawsuit brought by borrowers defrauded by the 

for-profit college chain Corinthian Colleges.27 These borrowers were entitled to have all collections on their 

loans ceased while ED processed their applications for Borrower Defense to Repayment, a protection for 

defrauded students.28 Nevertheless, ED continued to use involuntary collection actions, such as AWG, to 

collect on their loans. Even after the Calvillo Manriquez court ordered ED to cease collections against those 

borrowers, ED admitted that its contractors had continued collections despite the court order.29 Secretary 

DeVos was ultimately held in contempt for these failures.30

ED was, once again, unable to comply with law, leaving hundreds of 

thousands of borrowers to face illegal garnishments at the start of 

the pandemic.

When COVID-19 arrived in 2020, roughly 9.5 million federal student loan borrowers were in default.31 

Recognizing that the pandemic could worsen conditions for defaulted borrowers, Congress took action. 

Through the Coronavirus Aid, Relief, and Economic Security Act of 2020 (the CARES Act), Congress 

directed ED to pause payment obligations, interest charges, and collections efforts—including AWG—on 

student loans for tens of millions of federal student loan borrowers.32 
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But ED was, once again, unable to comply with law, leaving hundreds of thousands of borrowers to face 

illegal garnishments at the start of the pandemic. In June 2021, ED’s Office of the Inspector General (OIG) 

reported that 392,600 defaulted student loan borrowers were subject to more than one million instances 

of illegal garnishments between March and September 2020, with the total amount taken out of these 

borrowers’ paychecks at the height of COVID-19 amounting to more than $582 million.33 The OIG noted that 

these garnishments continued for 1,930 defaulted borrowers as late as October 23, 2020, more than seven 

months after the CARES Act required them to cease.34

Barber v. DeVos, a federal class action lawsuit regarding ED’s failure to stop garnishing wages as required 

by the CARES Act, highlighted the human cost of ED’s misconduct.35 Named plaintiff Elizabeth Barber, a 

home health aide earning $12.89 per hour, remained subject to ED’s garnishments for nearly two months 

after the CARES Act made the garnishment illegal, compounding pressures sparked by a COVID-19 related 

decrease in her work hours.36 Ms. Barber was already financially strained before the pandemic, and stated in 

her complaint that she often had to leave bills unpaid in order to cover her basic needs. She had no money 

in her checking or savings accounts, was in arrears on various local taxes, and was subject to a lien on her 

home. She was also past due on both her water and electric bills, which she could not afford to pay in full 

each month.37 ED’s illegal garnishments further diminished her ability to secure basic necessities.38

Similarly, guaranty agencies, the student loan companies responsible for servicing privately held Federal 

Family Education Loan Program (FFELP) loans, garnished more than $3.9 million in wages from defaulted 

borrowers in June 2021 alone—three months after borrowers in default on privately held FFELP loans were 

offered protection from garnishments.39 These companies had also neglected to refund more than $37 

million in garnished wages as required by ED by mid-2021.40 

Unfortunately, new evidence shows that ED and its agents’ failure to protect the most vulnerable student 

loan borrowers was even more profound than has already come to light.



COLLECTIONS CATASTROPHE 2022

10

Findings: AWG is More Broken than 
Previously Understood 
Following Barber and the June 2021 OIG report, advocates have continued to investigate ED’s 

implementation of the CARES Act. In July 2021, the National Student Legal Defense Network (Student 

Defense) submitted a Freedom of Information Act (FOIA) request to ED seeking internal and external 

AWG communications between ED and private third parties, records of borrower complaints concerning 

garnishment, and more.41 

ED refused to release responsive records within the timeframe required by FOIA, leading Student Defense to 

sue to compel a response. Spurred by the litigation, in late 2021 ED released roughly 2,000 pages of reports, 

communications, and other records concerning its management of the AWG program during COVID-19.42

An examination by the Student Borrower Protection Center (SBPC) of the released records (FOIA Release) 

reveals that ED appears powerless to implement protections for defaulted borrowers as required by law. 

This problem is not political; the records reflect that the issues with AWG are systemic.

In particular, the FOIA Release establishes that ED struggled to end illegal garnishments for far longer 

and in much more profound ways than previously known. The depth of these difficulties appears to extend 

beyond the situation relayed to the Barber court, raising troubling questions about ED’s understanding 

and monitoring of its own debt collection system. Further, the FOIA Release shows that ED played a more 

instrumental role than previously known in ushering borrowers into default. Finally, borrower narratives 

submitted to ED and made public for the first time here illustrate the devastating personal and financial 

consequences that ED and the student loan system’s failure imposed on borrowers.

Specific findings by SBPC from the FOIA Release include the following:

I. ED continued to illegally garnish borrowers for nearly a 
year longer than previously reported, all while grasping 
unsuccessfully for a way to rein in the debt collection system.
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As mentioned above, ED’s OIG reported in July 2021 that ED was garnishing wages from 1,930 borrowers as 

late as October 23, 2020, roughly seven months after the practice became illegal.43

But this was not the end. Instead, the FOIA Release establishes that ED continued improper garnishments 

through at least August 2021—almost 18 months after passage of the CARES Act —with hundreds of 

borrowers having tens of thousands of dollars unlawfully taken from paychecks long after the period 

covered in the OIG’s report.44 It is not clear that the situation has changed.

Exhibit A highlights records on illegal garnishments that were included in the FOIA Release. These records 

provide quantitative detail on the garnishments that took place over two periods: first, from the start of 

the payment pause until the reopening of the AWG lockbox, and second, from the reopening of the AWG 

lockbox until the end of the period covered in Student Defense’s FOIA request. As discussed below, the 

“lockbox” is a physical mailbox that employers send garnishment checks to when administering AWG. ED 

took the drastic step of closing this lockbox from October 2020 to May 2021 in an effort to stop the flow 

of garnishments. ED eventually reversed the lockbox’s closure after realizing that employers were still 

attempting to send in garnishment checks months after the CARES Act made these collections illegal.

Exhibit A: Hundreds of thousands of borrowers had millions of dollars improperly taken out of their 

paychecks during COVID-19—and garnishment continued even after the AWG lockbox was closed.45
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Summing records from before and after the lockbox’s closure, Exhibit A cumulatively shows that borrowers 

had more than $87,000 taken out of their paychecks through AWG after October 2020, the point where the 

OIG report left off.

These illegal garnishments persisted during COVID-19 despite heightened efforts by ED to contact 

employers who continued to improperly administer AWG. The FOIA Release shows that ED’s outreach 

efforts were stymied by an array of breakdowns, including that ED’s databases of borrower and employer 

contact information were riddled with glaring gaps46 and that ED’s tools for contacting those employers 

for whom it did have phone numbers, email addresses, or mailing addresses were frequently ineffective.47 

Worse, the FOIA Release shows that ED’s reaction to these pitfalls was haphazard and ad-hoc, with ED and 

Maximus eventually resorting to searching online for employers’ public-facing phone numbers and leaving 

cold voicemail messages that they knew regularly failed to reach company management.48 In some cases, 

ED and Maximus appear to have simply given up trying to contact garnishing employers.49

In some cases, ED and Maximus appear to have simply given up 

trying to contact garnishing employers.

A timeline of ED’s efforts to end illegal wage garnishments during COVID-19 by closing the AWG lockbox 

and by reaching out to offending employers, as revealed by the FOIA Release, includes the following:

 ■ Noting that it had not succeeded in stopping garnishments as required by the CARES Act, ED 

staff recommended on October 19, 2020 that leadership at ED’s FSA “instruct [the Department 

of the] Treasury [(“Treasury”)] to temporarily close the AWG lock box,” the physical mailing box 

that garnishments are sent to, “effective November 1, 2020” and lasting for as long as the payment 

pause.50 Illustrating what ED hoped to accomplish with this closure, a letter that ED prepared to 

send to employers regarding this action reads, “Any payments received after [November 1] will 

be returned to you, unopened, by the U.S. Postal Service. Upon receipt of this returned mail, you 

should promptly restore the garnished funds to the employee.”51 Note that even if a check were 

not accepted by ED, the amount of the garnishment would have already been taken out of the 

employee’s paycheck.

 ■ On October 28, 2020, ED reported to Maximus that 2,400 federal student loan borrowers (roughly 
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500 more than those that OIG identified as still facing garnishments as of five days prior) were still 

being garnished by 1,700 employers.52 

 ■ On October 30, 2020, ED closed the AWG lockbox. Only one week later, on November 6, 2020, ED 

reported to Maximus that employers appeared to still be garnishing borrowers’ wages, as AWG 

checks with the wrong address had continued arriving in a separate ED lockbox designated to 

receive voluntary student loan payments.53 Curiously, Maximus later reported to ED in December 

2020 that garnishments had fully ceased after the AWG lockbox was closed.54

 ■ On December 21, 2020 Maximus sent ED a “CARES Act Stop Wage Garnishment Weekly Report” 

(hereafter “the December 2020 Garnishment Report”). That report contained the following 

revelations, compiled in Exhibit B:

 o As of April 2020, more than 18,000 employers that had improperly collected on more than 

47,000 borrowers did not have a valid mailing address on file with ED.55 

 o ED had maintained a steady pace of weekly outreach to employers who continued 

garnishing throughout the summer and fall of 2020, but 69 to 87 percent of the employers 

that ED attempted to contact each week did not ultimately have a valid address.56

 o Even when ED did have contact information for employers, its efforts to halt garnishment 

floundered, with only 12 percent of more than 60,000 outreach attempts to employers from 

July 2020 through October 2020 leading to confirmation that garnishments would stop.57
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Exhibit B: Maximus reveals that ED lacked contact data for tens of thousands of borrowers’ employers, 

and that it failed to reach employers even when it had their information.  

ED knew that the vast majority of 

addresses it sent letters to each 

week were “invalid.”

ED reported that “the employers of all AWG borrowers have 

been contacted”—even when it knew that the employers for 

more than 47,000 borrowers had “Invalid” addresses.

Even when ED did contact garnishing 

employers, it could confirm they would halt 

collections in fewer than one-in-eight cases.
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 ■ On February 2, 2021, ED emailed Maximus to officially raise concerns that garnishments had not 

stopped despite the lockbox being closed, noting reports that “there continue to be a number of 

AWG payments that come into the voluntary lockbox . . . of which your staff has identified dating 

back to November . . . .”58 

Exhibit C: Even with the AWG lockbox closed, ED knew borrowers were still getting garnished.59

 ■ On February 12, 2021, noting the continued difficulty it faced while trying to identify contact 

information for employers that were still garnishing, ED staff revealed in emails that they had 

“literally googled” at least one employer’s information and noted that Maximus staff had apparently 

taken “the same approach. . . .”60 This strategy proved successful in leading to contact with an 

employer in at least one instance, but it is not clear whether its success was widespread.61

 ■ On February 17, 2021, Maximus indicated that it was preparing to give up attempting to contact 

certain borrowers who had been garnished since November 2020 or earlier, stating, “We have a plan 

to call the borrowers over the next two week’s [sic] to see if they can get the employers to stop. After 
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that we will be ready to say we have done what we can.”62

Exhibit D: Maximus appears to have been ready to give up attempting to contact certain 

borrowers.63

 ■ Scrambling to address the continuing garnishments, ED emailed Treasury on May 13, 2021 to request 

a “temporary 6-week re-opening” of the AWG lockbox from “5/31/21 through 7/9/21.”64 ED staff 

explained that “Ideally, we would see no AWGs coming in” during that time, but that “opening the 

lockbox temporarily will give us some visibility into which employers may remain non-compliant with 

the CARES Act (if any).”65 

 ■ On May 31, 2021 the AWG lockbox reopened. Data included within the FOIA Release shows that 

from October 2020 through May 28 2021, the period during which the AWG lockbox was closed, 

borrowers had $57,562.05 taken in improper garnishments.66

 ■ ED began receiving improper AWG payments through the reopened AWG lockbox as soon as 

June 4, 2021, only four days after its reopening.67 ED would continue to receive garnished wages 
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throughout the summer of 2021, including from employers that had previously confirmed they 

would stop the practice.68 

 ■ On June 11, 2021, Maximus emailed ED to explain that it was “unable to locate” so many borrowers 

that it had developed a special reporting code, “UTL,” for its weekly reports to ED on ongoing 

garnishments.69

Exhibit E: ED was “unable to locate” so many garnished borrowers that Maximus developed a 

special reporting code for these borrowers for its weekly reports to ED.70

 ■ On June 28, 2021, Maximus sent ED a report revealing that employers who were still garnishing had 

already been contacted as many as 50 or more times by October 2020.71
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Exhibit F: Employers who were still garnishing borrowers at the end of October 2020 had been 

contacted as many as 50 or more times.72

 ■ On July 8, 2021, ED asked Treasury to keep the lockbox open through August 31, 2021.73 

 ■ On July 26, 2021, Maximus reported to ED on garnishments from July 19 to July 23, 2021. Illustrating 

the situation on the ground, that report included the following:

 □ Maximus noted that it was entirely “unable to identify one borrower” who had been 

garnished and had not received a reply from the garnished borrower’s employer.74 

 □ Maximus indicated it had “[l]eft multiple voicemails with payroll for two employers,” 

but had not gotten a response while wages continued to be garnished from workers’ 

paychecks.75

 ■ On August 25, 2022, an ED employee said in an email that some borrowers appeared to have had 

wages garnished only because of COVID-19 related employment disruption, noting “it looks like 

garnishment is commencing when employees who got laid off because of COVID-19 return to 

work.”76 Though this was clearly not the only reason that borrowers faced garnishments, the ED 

staff member’s observation is echoed in borrower narratives describing instances of garnishment 

commencing after the borrower was “rehired” later in the pandemic.77 
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 ■ On August 27, 2021, ED requested that Treasury keep the AWG lockbox open “indefinitely.”78

 ■ On August 30, 2021, Maximus reported to ED on garnishments from August 23 to August 27, 2021. 

That report included the following:

 □ Of a group of 11 companies that had sent garnishment through the same payroll company, 

only four confirmed they would stop garnishing.79 

 □ For five of these companies, Maximus could only leave a voicemail that it would have to 

hope these employers would eventually find, and for two of the companies Maximus could 

not even leave a voicemail.80 It is not clear whether Maximus had a systematic strategy to 

address instances where it could not leave a voicemail with an employer.

By the end of the period covered in the FOIA Release, dozens of borrowers were still facing garnishments 

each week, and ED was still scrambling to end these collections.81

Some borrowers appeared to have had wages garnished only 

because of COVID-19 related employment disruption.

The FOIA Release does not explain why ED believed that closing the lockbox would lead employers, who 

had not previously ceased the practice, to suddenly stop garnishing wages. When an employer mails a 

garnishment check to ED, the money has already been taken from the employee’s paycheck. Closing the 

lockbox would only return that money to the employer, not the employee. Given that these employers had 

already failed to stop the initial withholding, it is unlikely that the funds would have been returned to the 

employee—a fact that ED seemingly did not track. Moreover, because ED did not track any of the mail that it 

returned to sender as a result of the closed lockbox, it is unknown how many employers ultimately withheld 

money that was neither returned nor attributed to the borrower’s account. 

The FOIA Release reveals how years of poor recordkeeping and reliance on ineffective outreach tools 

contributed to ED’s inability to protect defaulted student loan borrowers from illegal collections during the 

pandemic. 
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II. ED’s internal records reveal inconsistencies with 
representations it made in public and to courts regarding 
AWG, raising troubling questions about its ability to control 
this collection tool. 

In June 2020, after receiving initial reports from ED regarding its efforts to cease garnishment, the Barber 

court ordered ED to submit bi-weekly status reports describing: “(1) the percentage of borrowers whose 

wages are being garnished; (2) the percentage of refunds issued; (3) the means the Department [of 

Education] is using to contact employers continuing to garnish wages; (4) how many borrowers do not have 

a valid address on file; and (5) a description of the Department’s attempts to reach them.”82 In total, ED filed 

nineteen status reports from May 2020 through January 2021. 

Compared to the documents that ED provided to the court in Barber, the FOIA Release depicts a very 

different situation regarding what went on as ED attempted to end illegal collections during COVID-19.

Notable discrepancies between the Barber records and the FOIA Release include at least the following:83

 ■ ED’s internal estimate of the number of employers that had continued wage garnishment 

during COVID-19 was far greater than the number it reported to the Barber court. In an 

internal memo uncovered through the FOIA Release dated October 19, 2020—seven months 

after garnishments became illegal—ED staff noted that “[d]espite outreach efforts, at least 1,000 

employers were still garnishing defaulted borrowers’ wages. . . .”84 By contrast, on October 19, 2020, 

the same day as the date on ED’s internal October 2020 memo, ED submitted a status report to the 

Barber court stating: “[f ]or the week ending October 15, 2020, the Department received payments 

from garnishment by approximately 509 employers . . . ”85 Similarly, in a status report for the Barber 

court dated to June 8, 2020, ED stated that “For the week ending on June 4, 2020, the Department 

received payments from garnishments by approximately 2,500 employers. . . .”86 However, the 

internal December 2020 Garnishment Report cited above states that between June 1, 2020 and June 

5, 2020 the “# of Employers garnishing wages” was 3,398.87 The FOIA Release offers no explanation 

of how ED reconciled the differences between these various figures.
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Exhibit G: ED’s estimate of the number of employers garnishing borrowers’ wages as of October 19, 

2020 was almost twice as high as the number it provided to the Barber court.88

 ■ ED’s representations to the Barber court regarding its efforts to contact garnishing 

employers paint a picture that is incomplete and stands in stark contrast to the situation ED 

described in internal documents. In a May 2020 declaration to the Barber court, then-FSA Chief 

Operating Officer (COO) Mark Brown swore that FSA had notified “100% of employers that had been 

actively garnishing wages as of May 11, 2020, instructing them to stop garnishments for Department-

held debt.”89 (Note that Mark Brown is a former Air Force General and uses the title General.) 

Although the December 2020 Garnishment Report in the FOIA Release specifies that “As 4/23 of 

AWG [sic] the employers of all AWG borrowers have been contacted”—supporting ED’s claim to the 

Barber court that it completed outreach to employers by May 11—the report further explains that ED 

counted employers as having been contacted even if they were internally categorized as “Employers 

w/Invalid Address.”90 This means that ED reported to the court that it had “contacted” all garnishing 

employers even when it knew that not all garnishing employers would receive the notifications, as 
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it had used addresses that ED itself acknowledged were faulty. Employers with invalid addresses 

who were counted as having been contacted as of April 23, 2020 were garnishing more than 47,000 

borrowers.91

Moreover, it appears from the FOIA Release that ED and Maximus’s rate of successful contact with 

garnishing employers remained well below 100 percent for long after General Brown’s May 2020 declaration. 

For example, the December 2020 Garnishment Report shows that ED was still trying to contact thousands 

of still-garnishing employers well into December 2020, and that as of that month only 12 percent of outreach 

efforts to those garnishing employers overall had led to contact and confirmation that they would cease 

AWG.92 Additional records show that ED and Maximus were still searching for a means to instruct employers 

to cease collections as late as February 12, 2021, the date on which (as noted above) they were “googling/

calling/etc” to make contact with employers.93 

ED’s and Maximus’s difficulties in making contact with garnishing employers appear to have continued 

through the end of the period covered in the FOIA Release. For example, in the final weekly report 

from Maximus to ED regarding ongoing garnishments that was included in the FOIA Release (covering 

garnishments that took place from August 23 to August 27, 2021), Maximus notes that from among a set of 

eleven companies that were still garnishing, it was able only to leave a voicemail for five and did not even 

have a phone number at which to leave a voicemail for another two.94 It is unclear whether ED and Maximus 

did eventually make successful contact with 100 percent of garnishing employers, or how General Brown 

reconciled these ongoing difficulties in making contact with employers with his representations to the 

Barber court.

The inconsistencies between ED’s representations to the court in Barber and internal communications from 

ED staff are troubling. The documents do not shed any light on whether these discrepancies are intentional 

or whether ED does not have its arms fully around its own debt collection system. In either case, ED should 

immediately clarify the nature and causes of these gaps.
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Exhibit H: ED said it had notified “100% of employers that had been actively garnishing wages,” but 

the reality was more complicated.95

III. Borrowers looked unsuccessfully to ED for help, relaying 
harrowing narratives of illegal garnishments’ devastating 
effects and the difficulty they faced trying to get assistance 
from their servicers.

In its June 2021 report, ED’s OIG noted that FSA eventually refunded “most administrative wage 

garnishments” that had been improperly taken up to that point during COVID.96 But as almost 100 pages of 

consumer complaints included within the FOIA Release show, borrowers who faced illegal collections were 

forced to reckon with massive personal and financial hardship that a refund alone could not have remedied. 

More specifically, in response to Student Defense’s requests,97 ED produced more than 300 borrowers 

complaints related to AWG that it received during COVID.98 Borrowers explained to ED that they were 
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struggling to feed their families and avoid homelessness,99 grappling with the effects of pandemic-

related unemployment,100 and scrambling to overcome other massive hardships, all due to illegal wage 

garnishments. These borrowers included parents,101 high school teachers,102 disabled retirees,103 and others 

floundering under the weight of defaulted student loans. 

Exhibit I: Student loan borrowers reported to ED that they struggled with food, housing, and 

financial insecurity due to wage garnishments.104

Moreover, these borrowers detailed how ED and the student loan collection system as a whole failed to 

respond adequately to reports of borrower distress. In particular, it appears ED knew that student loan 

companies were not answering the phone when borrowers called seeking help, and that ED went so far as 

to defend the servicers’ inaction to the complaining borrower. In one instance, ED told a borrower that the 

Default Resolution Group, operated by the student loan company Maximus that is responsible for assisting 

federal student loan borrowers who are in default,105 was “not accepting calls due to call volume.”106
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Exhibit J: ED staff informed a borrower that Maximus’s Default Resolution Group was “not accepting 

calls due to call volume.”107

Worse, consumer narratives illustrate how ED’s failure to manage its wage garnishment system was 

particularly devastating to borrowers already facing the greatest economic fallout from the pandemic. As 

one borrower explained:

My wages are still being garnished at the max amount 15% and it’s making extremely difficult times 

to stay afloat now that I’m the sole income in my household. My work hours have been drastically cut, 

although I am grateful that at least still have my job, however I need more relief and was told that would 

be provided. I haven’t been able to pay my rent and insurance and other Bill’s trying to stock my home 

on essential things to survive this pandemic and im still having $400 taken from me every two weeks. 

How can my family and I survive? Please help!!!!108

Complaints like this are only the tip of the iceberg. A review of the complaints included in the FOIA Release 

reveals the extent of the pain that ED’s illegal garnishments inflicted on borrowers: 

 ■ Borrowers faced garnishment on loans already paid in full. Borrowers found themselves being 

garnished for loans that ED could confirm they had already paid off.109 Indeed, even when these 
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collections were illegal and the borrower did not actually owe any debt to collect on in the first 

place, ED still could not reliably top its garnishment machinery.

■ Borrowers struggled with housing insecurity due to garnishments. Many borrowers reported

facing housing insecurity during COVID-19 due to garnishments. For example, one borrower

reported fearing eviction110 and a single mother of two stated she had already received an eviction

notice due to garnishments.111 Another borrower indicated that she had lost her family home while

waiting on a refund for a garnishment that ED had taken and admitted was in error.112

■ Borrowers dug into retirement funds to cover necessities due to garnishments. Borrowers

reported needing to use retirement funds to cover money lost to garnishments, possibly pointing

to an even more widespread phenomenon.113 As a result, one of these borrowers stated, “I have

depleted my 401K savings to provide for my family.”114

■ Borrowers grappled with garnishments that stopped and restarted. Many borrowers whose

garnishments had initially ended as required under the CARES Act reported that collections

improperly restarted for them after subsequent extensions of the payment pause.115 It appears that

this outcome was attributable both to poor messaging by ED and incompetence or indifference

by the employers on whom the AWG system relies, underscoring how broken the debt collection

system is.116

Compounding these problems, borrowers were inconsistently able to contact customer service 

representatives when they tried to correct improper garnishments. For example: 

□ One borrower reported to ED in October 2020 that he had been “garnished every 2 weeks since

March 2020,” but that “he cannot get [his servicer] to answer the phone for him.”117

□ Another borrower reported having “left several messages with my loan servicer’s default

department” and that they “promise that they will promptly call me back,” but that a call back “has

not happened and it has been about 2 years of attempting.”118

Worse, borrowers who did get in contact with a customer service representative often experienced weeks 

or months of misinformation and delay. Borrowers reported “getting different answers from different 

people”119 and enduring endless chains of phone calls and letter-writing to resolve garnishments that should 



COLLECTIONS CATASTROPHE 2022

27

have never happened in the first place.120 Even borrowers who confirmed that their complaints had been 

escalated to management waited weeks for refunds, only for them to not arrive and for new hurdles to relief 

to appear.121 ED told at least one borrower whom it could confirm was eligible for CARES Act relief that it 

would provide refunds for illegal garnishments, then did not for a span of months.122

These narratives demonstrate how the many failures in the student debt collection system cause extreme 

hardship to borrowers, which cannot be remedied by a simple refund. As one borrower put it:

They need to abide by the department of education’s decision to not garnish federal wages during this 

pandemic. I’m a single mother of 4 and have been restricted to 1 job as a result of the pandemic and I 

need at least 2 jobs to support my children.123

Reports like this one and the others included here should be a wake-up call for those who would frame 

the student loan system’s failures during the pandemic as a set of unfortunate but excusable operational 

hiccups—let alone as ones that can be rectified with a check in the mail.

IV. ED chose not to shield expanded COVID-19 related 
unemployment checks from student loan repayment, ushering 
possibly tens of thousands of borrowers into default.

ED’s affirmative policy decisions during the pandemic exacerbated borrower harms more than previously 

known. In particular, the FOIA Release reveals that ED acknowledged having the power to exempt 

borrowers’ $600 expanded unemployment checks from being counted as income for the purposes of 

student loan repayment, but that it purposefully chose to forgo using this authority. This move likely pushed 

thousands of borrowers who had been carved out of the payment pause into default.

In October 2020, as they prepared for the then-scheduled end of the first payment pause on January 1, 2021, 

ED staff grappled with whether to use emergency powers under the HEROES Act of 2003 to exclude the 

$600 monthly expanded unemployment checks that were available under the CARES Act from counting as 

income for the purposes of income-driven repayment (IDR).124 IDR is a set of repayment plans that allow 

borrowers to have their monthly federal student loan bills be calculated as a percent of their earnings 

instead of being based on their loan balance and interest rate.125 IDR is one of the main protections 

borrowers rely on to avoid default, including by offering borrowers with particularly acute financial distress 

the ability to qualify for a $0 monthly “payment.”126
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Although unemployment benefits are normally counted as income for IDR, ED staff recognized that the 

HEROES Act gave it the authority to modify this requirement as a result of the pandemic.127 The Trump 

Administration had already used the HEROES Act as the basis for the first payment pause in March 2020 

(before the passage of the CARES Act).128 Using the same authority to waive provisions of the law requiring 

that borrowers’ expanded $600 unemployment benefits be counted as income for the calculation of their 

monthly payments under IDR would have meant massive savings, particularly for low-income borrowers 

who had lost their jobs to COVID-19 or otherwise faced heightened financial pressures due to the pandemic.

The FOIA Release reveals that ED acknowledged having the power 

to exempt borrowers’ $600 expanded unemployment checks 

from being counted as income for the purposes of student loan 

repayment, but that it purposefully chose to forgo using this 

authority.

To resolve this matter, Chris Greene, the Deputy Chief Operating Officer for Student Experience and Aid 

Delivery at FSA, wrote a memorandum to his boss, FSA COO Mark Brown.129 Acknowledging ED’s powers 

under the HEROES Act, Greene framed the IDR question for General Brown as follows: 

As a result of the CARES Act, unemployed citizens may be eligible for additional unemployment 

benefits of up to $600 per week. Under the CARES Act, this additional benefit ended July 31, 2020. 

Existing interpretations of 34 CFR 685.209 and 685.221 [the regulations governing IDR] require FSA to 

consider all taxable income that a borrower receives toward the calculation of the borrower’s payment 

amount under an Income-Driven Repayment (IDR) plan, including unemployment benefits. Should 

FSA seek a waiver of these regulations under the HEROES Act to temporarily ignore all unemployment 

or additional unemployment benefits? 130

Greene then offered the following fateful recommendation, which General Brown approved:

Recommendation: FSA should not seek a waiver to the current regulations for the HEROES Act. 

Further, FSA should inform servicers to use the existing IDR instructions with the full amount of 

income represented by borrower documentation (including the ‘increased’ unemployment benefits if 

they are extended and a suspension in student loan payments is not).131
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While details on the rationale for this recommendation and General Brown’s approval were redacted or 

excluded from ED’s production, the Greene memo makes clear that ED chose to go after the expanded 

unemployment insurance checks of borrowers in income-driven repayment plans knowing full well that it 

did not have to.

Though subsequent extensions of the payment pause protected many borrowers from the consequences 

of this policy, possibly millions of people with privately held FFELP loans, which are not eligible for the 

payment pause, would go on to have expanded unemployment benefits placed within the government’s 

crosshairs. Research from the Federal Reserve Bank of New York shows that FFELP borrowers in general 

uniquely “struggled with their debt payments’’ throughout COVID-19,132 and data from ED shows that at least 

180,000 FFELP borrowers eventually defaulted during the pandemic.133 An untold number of these defaulted 

borrowers may have avoided this outcome and its massive consequences—including wage garnishment—if 

ED had simply exercised its acknowledged authority under the HEROES Act to exclude borrowers’ $600 

expanded unemployment checks from being counted as income for IDR.

More generally, ED’s actions underscore a troubling but long-standing trend: even in instances where 

ED has authority to protect borrowers, it chooses not to. The history of IDR is emblematic of this pattern, 

with ED deciding in several instances spanning decades to make this protection less generous, less far-

reaching, and less accessible than Congress intended.134 In this case, Congress gave ED the power to help 

unemployed people in IDR better manage their student loans during the pandemic, but ED decided it would 

rather let borrowers pay the price.



COLLECTIONS CATASTROPHE 2022

30

The Law Does Not Require Wage 
Garnishment and ED Should Not Turn Back 
On a Broken System
When Congress passed the CARES Act, it determined that, due to the pandemic, borrowers should be free 

from involuntary collections on federal student loans, including wage garnishment. The findings outlined in 

this report illustrate that ED and its contractors struggled, and ultimately failed in many cases, to implement 

protections for the most financially strained borrowers. This breakdown only worsened the widespread 

financial harm already wrought by the pandemic. 

The implications of ED’s inability to control its wage garnishment system are not limited to pandemics 

and natural disasters. For example, involuntary collection efforts should cease during the pendency of an 

individual’s Borrower Defense to Repayment application and when ED fails to meet certain deadlines in an 

AWG hearing. Yet as evidenced by Calvillo Manriquez, ED has fared no better in that context—showing a 

remarkable inability to timely cease collection. 

Critically, ED is not required to use AWG as a debt collection mechanism. Under the Debt Collection 

Improvement Act, Congress authorized, but did not require, federal agencies to use administrative wage 

garnishment. Congress delegated to agencies the responsibility to devise the means by which it goes about 

debt collection.135 Similarly, although the Higher Education Act authorizes ED to use administrative wage 

garnishment to collect amounts owed, it does not require ED to do so.136

ED has the power to ensure that borrowers are no longer left at the mercy of a system it cannot control. 

Given that ED is not required to use AWG at any point, and that it cannot guarantee its command of this 

dangerous tool, it should immediately terminate its use of AWG as a method of debt collection for as long 

as it takes to ensure that this collection mechanism can be deployed lawfully—regardless of how long that 

takes.

Simply put: if ED cannot turn off administrative wage garnishment, then it cannot turn it back on.
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Conclusion and Recommendation
Advocates have long contended that the government’s system for collecting on defaulted federal student 

loans is predatory and broken. The performance of this collection machinery during COVID-19 may be 

the best indication yet that these warnings were correct. New evidence examined here lays bare that the 

administrative wage garnishment system is out of control, leading to immeasurable harm for millions of the 

most financially vulnerable student loan borrowers. The government does not have to turn this runaway 

system back on, and it should not do so unless and until it can be sure that AWG can operate within the law.
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