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Borrower defense to repayment, or “borrower defense,” refers to the provision in law that
provides federal student loan borrowers relief from repaying their loans for classes or
degrees from schools that have lied to, deceived, or otherwise misled them.

Borrower defense is a critical consumer protection for the hundreds of thousands of students
who have been subjected to misrepresentation, fraud, or other illegal conduct by their colleges.

The false promises and significant misrepresentations of predatory colleges disproportionately
harm veterans, low-income students, and students of color. Many of these students are left with
worthless degrees, limited job prospects, and burdensome loan debt they cannot afford to
repay; they should have a straightforward path to loan relief when their schools deceive them.
Here, we break down common misconceptions about borrower defense and highlight how
borrower defense protects students who have been taken advantage of by predatory colleges. 

Congress codified borrower defense to repayment in 1993, allowing the
Secretary of Education to relieve individual borrowers from repayment when
they presented a valid claim. Although borrowers used this provision
sparingly throughout the 1990s and 2000s, the 2015 collapse of Corinthian
Colleges, a large for-profit college chain, left tens of thousands of students in
need of assistance. This collapse prompted the U.S. Department of Education
(ED) to revise its borrower defense regulations. In 2016, ED issued new
borrower defense rules that created a more streamlined application process,
allowed ED to issue discharges to groups of students, and made it easier for
students to access this critical pathway to relief. 

In 2019, the Trump administration issued a new set of standards for borrower
defense that made it virtually impossible for students to receive relief. The
2019 rule faced bipartisan opposition and left hundreds of thousands of
borrowers struggling with debt from schools with documented patterns of
deception, predation, and fraud.  
 

In 2022, the Biden administration overhauled these broken borrower defense
regulations. The newest rules strengthen ED’s ability to grant relief to both
individuals and groups of borrowers and streamline the process for
recouping the cost of approved claims from fraudulent institutions.  

Borrower defense
is new.
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Borrower defense provides a path to loan cancellation specifically for
borrowers with federal student loans whose schools misled or harmed
them. To receive loan cancellation and/or a refund on loan payments
through borrower defense, most borrowers must submit an application to
the Department of Education documenting misrepresentations their college
made. 

In some cases, ED may automatically cancel loans for groups of students
through a group discharge if the Department finds evidence that a school or
program engaged in widespread misconduct. Under the Sweet v. Cardona
settlement, for example, ED is obligated to provide loan discharges, refunds
on loan payments, and removal of negative credit history associated with
those loans to a group of over 200,000 borrowers who attended one of
several dozen schools (most of which are for-profit colleges).  

Borrower defense
is President Biden’s
alternate attempt
at broad-based
student loan debt
forgiveness. 

While some borrowers eligible for borrower defense have defaulted on their
student loans, any borrower who has been misled by their school may
apply for borrow defense. The harm borrowers face from fraudulent schools
extends far beyond default; many borrowers are saddled with debt they
cannot afford to repay, damaged credit, and limited job prospects because
of the subpar quality of their schools. 

Only borrowers in
default can raise a
borrower defense
claim.

Borrowers who were misled, lied to, or defrauded by their school may be
eligible for borrower defense, regardless of whether their school has closed
or ED has acted against their school for such practices in the past. 

Although a borrower’s claim may be approved in part because of a previous
action ED has taken against their institution, other grounds for borrower
defense (including substantial misrepresentation, substantial omission of
fact, breach of contract, and aggressive and deceptive recruitment) can
occur at schools without a history of negative action from ED. Borrowers who
were unable to complete their educational programs because their
institution closed may also be eligible for loan discharge under closed
school discharge regulations.  

Borrower defense
only applies to
borrowers whose
schools closed
because of fraud. 
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Taxpayers foot the
bill for student loan
relief provided
through borrower
defense.

Under new borrower defense regulations finalized in 2022, the Department of
Education can pursue institutions for the cost of approved claims. The rules
also clarify that ED may seek to recover from institutions funds sent as
student loans issued prior to July 1, 2023, if borrowers’ claims would have
been approved under the borrower defense regulations in place at the time
the loan was issued.

ED can use this recoupment mechanism to hold institutions and individuals
associated with institutions accountable for deceiving students. 

2

https://studentaid.gov/borrower-defense/
https://studentloanborrowerassistance.org/for-borrowers/dealing-with-student-loan-debt/loan-cancellation-forgiveness-bankruptcy/cancellation-forgiveness-options/borrower-defense-to-repayment/
https://www.ppsl.org/sweet-v-cardona-class-members
https://www.ppsl.org/sweet-v-cardona-class-members
https://studentaid.gov/manage-loans/forgiveness-cancellation/borrower-defense
https://studentaid.gov/manage-loans/forgiveness-cancellation/borrower-defense
https://mohela.studentaid.gov/DL/resourceCenter/ClosedSchooldischarge.aspx
https://mohela.studentaid.gov/DL/resourceCenter/ClosedSchooldischarge.aspx
https://www.ed.gov/news/press-releases/education-department-releases-final-regulations-expand-and-improve-targeted-debt-relief-programs


The Project on Predatory

Student Lending

www.ppsl.org

The Institute for College
Access & Success

www.ticas.org

Debunking common misconceptions surrounding borrower defense makes it
abundantly clear: students’ access to borrower defense should ensure
borrowers who were enrolled by predatory schools receive justice.  
 
Policymakers must act to protect borrowers and taxpayer-funded financial
aid programs by:

Codifying the existing 2022 borrower defense regulations to protect them

from future attacks; 

Clearing the current backlog of applications; and 

Processing group discharges where there is known misconduct.  

Recommendations for Protecting Students and
Strengthening Borrower Defense 
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