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‘60 Minutes’ vs. Sallie Mae

Sallie Mae received the full “60 Minutes’ treatment Sunday night, in a segment that highlighted criticism that the
student loan giant profits on the backs of students and taxpayers.
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The issues raised in the segment (some highlights of which are available on the CBS show’s Web site) wouldn’t

surprise anyone who has kept an eye on student-loan debates over the last decade. But by focusing on individual
borrowers, the show put human faces on the issues — and reached many millions more than the reports that
policy analysts regularly release on loan policy.

The show gave several examples of borrowers who were shocked to find how much greater their loan repayments
were than the sums they borrowed. Each of these borrowers also had various difficulties that the show portrayed
Sallie Mae as being “unforgiving” in handling. One student found himself unemployed, another was diagnosed
with anillness, and athird lost his home in an earthquake.

Sallie Mae was described as refusing to help these borrowers, one of whom helped create a Web site, Student
Loan Justice, that criticizes the lending industry. One expert interviewed by Lesley Stahl described student
borrowers as being “ served up like turkeys at a Thanksgiving dinner.”

The show also made hay of the fact that the company’ s chairman and former chief executive, Albert L. Lord, has
been highly compensated and is building a personal golf course.

Officials declined to be interviewed on camera, and provided CBS with written answers to questions. The show
was the subject of speculation by student aid expertsin the last week, and anticipation grew when Sallie Mae sent
out a memo to colleges about the pending show and sharing the written answers it gave to “ 60 Minutes.”

“With nine million borrowers, it is disappointing that ‘60 Minutes' chose to spotlight three of our former
customers who have not repaid their taxpayer funded loans. It certainly does not reflect the experiences of the vast
majority of our customers, who have had the opportunity to attend your schools and fulfill their dreams of
obtaining a college education,” said the letter from Sallie Maeto its clients.

In an e-mail response to a question about the show, Martha Holler, a spokeswoman for Sallie Mag, called it “a
one-sided and error-filled attack.” She said that Sallie Mae educates student borrowers on “their rights as well as
their responsibilities,” and provides them with “all available repayment relief and flexibility available to them
under the law.” She said that Sallie Mae has created and supported programs to help borrowers “in times of
difficulty.” She noted as examples Sallie Mag' s creation of interest-free financing for those affected by
Hurricanes Katrinaand Rita, afund created to help borrowers in families of those killed on 9/11, and a new

program to help borrowers with serious illnesses or disabilities.
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From a policy perspective, the show questioned whether the student loan system isrigged in Sallie Mag' s favor
because of the paymentsit received from students who repay loans, from the government for defaulted loans, and
from agencies it owns that profit from collecting student loans. The show also noted the significant contributions
that Sallie Mae and its employees have provided to members of Congress who write student-loan legislation.
“Sallie Mae gets to play every hand at the poker table,” Elizabeth Warren, a Harvard Law School professor and

an expert on bankruptcy, said on the show.

Stahl said that several government reports had found that the direct lending program — in which colleges provide
loans directly to students rather than involving private lenders — is more efficient than the guaranteed loan
program in which Sallie Mae is the market leader. Direct lending, first enacted during the Clinton administration,
has been praised in some reports by independent agencies as costing much less than the programs involving
private lenders, although direct lending has also faced plenty of criticism and has seen its share of the loan market
drop.

The answers provided by Sallie Mae on this question cited reports about the costs of the direct lending program.
Sallie Mae a so took issue with the “60 Minutes’ contention that it benefits in any borrowing scenario. Sallie Mae
said that it takes on real risks that students may default, and that the company does best financially when students
repay on time, so that its interests and those of borrowers and the government are aligned.

The questions from “60 Minutes,” Sallie Mage' s statement added, “ appear to accept without question that the
government can administer and manager the student loan program more efficiently and less expensively than
private lenders. Thisis not the case and, in fact, we believe that the competition and choice that schools have
enjoyed ... have expanded and improved college access and fueled vast improvements in the delivery of student
loans,” said the company’s letter.

— Scott Jaschik

Comments

| thought that the report was interesting— perhaps a little one-sided, but from the point of view of student
borrowers, it's all abit one-sided.

What | was disappointed about though was no where in the report did anyone mention that the reason why
students loans are such a big deal in the first place is that states and the feds are essentially opting out of higher
education.|f the feds took, say, 1/10th of the budget given for defense and put it instead into funding public
universitiesin this country (or, for example, if over the course of the last 5 or so years we had spent $280 billion
on programs in higher ed rather than the war in Irag), student loans would be a non-issue.

But what’ s happened, of course, is that the government at all levelsis getting out of funding for education, forcing
students to pay for it themselves, and forcing them to take on these silly high student loan debts.

Steven D. Krause, a 6:05 am EDT on May 8, 2006

Student loan industry
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| am sorry | missed the Sixty Minutes segment. It doesn’t sound like they addressed the recent legislation raising
the interest rates to 6.8% effective July 1, 2006. Although that may sound like a reasonable rate of return, it
represents over a 30% increase in rates and poses a severe future burden on students across the nation once they
graduate. Why? What has changed within the economy to justify such a massive increase in cost?

| understand the need for a balanced budget.l suggest that Congress re-wire next years budget and make Medicare
Part D income based, the same as most federal higher education programs are income based. That way, thereis at
least generational equity in how we spedn our tax dollars.

Feudi Pandola, at 8:20 am EDT on May 8, 2006
Sallie Mae on “60 Minutes”

| watched the program also. Sallie Mae was given the opportunity to respond to the questions raised by the
investigation but they declined. They said that they didn’t want to exposed to an on air attack.

It seems the whole mentality of outsourcing and downsizing government is begining to show its face in things

like Sallie Mae. There hasto be away of partnering with the private sector to guarantee student loans without the
abuses as shown in this expose.Part of the strategy of student financial aid seems to me to be getting away from
grants and moving more toward loans. This puts students and their families at risk, especially in these trying times.

Paul Roden, Training Manager at La Salle University, at 9:25 am EDT on May 8, 2006

By guaranteeing students loans we have created a moral hazard, that is we provide an incentive for bad or
reckless behavior. Students are encouraged to borrow more money than they can ever hope to repay. Students
thus choose an expensive college or mgjor in subjects that have traditionally provided lower incomes to graduates.

| watched the segement last night and | do see a need to reconfigure some of the stipul ations regarding student
loans especially when something catastrophic happensto a student (i.e. major illness, natural disaster)and maybe
some tighter controls on penalties. One gentleman though was upset because he did not earn enough money at his
job with anon-profit organization to repay hisloan. Well the answer for him is rather simple, get ajob that pays
more, or work part-time, or reduce living expenses.

| would also hope that 60 Minutes would take the time to investigate some of the admissions and financia aid
offices at our colleges and universitiesin order to help build an understanding of the awful advice incoming
students often receive about financing their tuition. Students must understand that they are expected to repay
money they borrow. A loan is not agrant and if they are borrowing more money than they can afford to pay back
later then they must come up with an alternate plan. Maybe they can go to a community college for two years.
Maybe they could go to atechnical college for two years, get ajob with that degree and then finance the rest of
their education themselves by working and going to school part-time. A student who is under the age of 21 could
decide to wait until they turn 21 so that the expected family contribution used in calculating federal aid won't
have as big an impact (or possibly no impact at all) on the amount of aid the student is eligible to receive.

Finally, it would have been nice for 60 Minutes to interview Richard Vedder, aformer Economics professor at
Ohio University who wrote the book, “Going Broke by Degree: Why College Costs Too Much". He would have
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been able to cogently explain how federal grants and loans have actually contributed to the rising cost of tuition
making it al the more difficult for people to afford college in the first place. | guess investigating the booming
industry of higher education bureaucracy doesn’'t appeal to a mass audience.

thomassowellfan, at 10:20 am EDT on May 8, 2006
Piling on?

Quick comments: First, I'm all for capitalism and free markets. But after pouring on all the penalty fees,
actualized interest rates (with a GUB-MINT guarantee) of more than 1500 basis points above prime seem a bit
like piling on. Asin, absurd and ridicul ous.

Second, Vedder (Ohio U), aswell as Greene (U-Ark.) have pointed out the absurdity in higher education costs
and benefits. Easy lending islike giving an addict more dope. Further — what the heck are we getting for our
money? Cost controls and quality-performance standards are missing, and easy lending does NOT help.

Third, if Prof. Warren, PIRG, and their kind want to attack lenders and college costs — go after medical
insurance companies, medical malpractice attorneys (big Democrat donors) and rich MDs. It isthe rising cost of
medical carethat is playing abig rolein rising tuition costs. More loans will NOT fix that problem — only gives
the medico’s more $$$.

R.A.S,, a 10:55 am EDT on May 8, 2006

Correction

In my previous post | noted that the expected financial contribution calculation changes at the age of 21. The
correct ageis 24.

Sorry for the error.

thomassowellfan, at 11:05 am EDT on May 8, 2006

Sallie Mae

| watched the 60 minutes segment on Sallie Mae and found it to be the show’ s usual, frustrating mix of tabloid
journalism, insinuation and insightful investigative reporting. Putting a human face on the issue can be overdone,
asit was here; whatever the policy or issue there are always human examples that belie. I'd like to know the
percentages that fit the profile described by Leslie Stahl to see how widespread problems are and if specific
measures can be undertaken to address these situations. Are the problems policy-based and intrinsic, as stated by
Harvard' s bankruptcy expert Elizabeth Warren, or bureaucratic? It' s unfortunate that Sallie Mae declined to
appear but issued a statement questioning the underlying premise that the government can and does do a better
job than the private sector. After al, the boys and girls on Capitol Hill don’t actually produce any money, they
just spend ours. If we, the taxpayers, are shielding Sallie Mae from the consequences of it own policies, it should
stop. On the other hand, borrowers do need to pay back their loans (some years back there were major default
problems) and, whileit isin the best interest of the nation to educate its youth, there is areal need for a policy
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debate on how best to fund this (loans, grants, personal money, income cutoffs, individual college initiatives,
government programs), minus the unquestioned ideological biases favoring more government involvement and
third-party money that emanate from the educational establishment.

Christine, at 11:05 am EDT on May 8, 2006

Sallie Mae
Dear Scott;

Thanks for your balanced treatment of this provocative TV show. | drive by the Sallie Mae headquarterson a
regular basis en route to meetings in Indy—the complex looks like a city from a Tolkein scene. These former
USA Group offices sprawl over awell-pointed and attractive village. However, I’m aso aware that funds from
this operation/transition helped to fund the amazing L umina Foundation—one of the largest foundations in the
world devoted to funding educational projects, and ones of considerable substance. Also, various study skills and
student help programs are provided free to Sallie Mae schools. Asfor the building of a personal golf course, it
appears that “60 Minutes’ invoked the logical fallacy of personal appeal here. Given the net assets of Sallie Mae,

| can only assume that the chairman and others are paid at the level of similar CEOs. | ran the foundation for an
investor who built his own golf course while living only two miles from one of Michigan’s best courses.
Although | didn’'t understand the expenditure, or his buying an English castle for our second office, it was his
money—and | also saw him give millions to colleges as well. When he passed away, those following could not
maintain the same profit margins of his business interests, or the same philanthropic donations. Also, afew
saaries are likely statistically insignificant in a study of Sallie Mag's overall financial picture. Perhaps the
chairman in question has made decisions like my former patron that have been mutually beneficial to students and
the company, ones worth many millions. | think Milton Friedman is correct here about the marketplace, and |
think students are benefiting because of fewer regulations. Vedders' “Going Broke by Degree” sheds some light
on thistopic, but the tuitions at most schools are the real costs—minus the 20-30% subsidized per student. I’ m not
finding a conspiracy. | realize I’m playing the Wormwood here, but I’m one who benefited tremendously from
loan grants, as noted in the 2006 PBS documentary, “L eading the Way out of Poverty” (WI1PB/2006), which
covers my story. | relied on the loan grant program to escape poverty, but realize that the tandem Pell Grants were
of much more value in 1979 (99% of public tuition & 36% of privates; v. 68% & 19% today). However, multiple
reports are showing the increased buying power over a college graduate’ s lifetime ($1.2 m. or so). For balance,
the “National Student Loan Debt Clock” appearing next to this article should al'so have a“National Student Loan
Increased Buying Power Clock” as well, which would significantly dwarf the loan amount. The main contribution
of the “60 Minutes’ report, and your article, isthat that they provoke a more intense accountability. The sameis
true of the annual CT posting of presidential salaries. BTW, while speaking out west last month | saw a professor
in anew Mercedes. Does this lessen her integrity or effectiveness? Or, does it reflect well (or ill) on her financial
savvy? Also, look at the original backers of key educational 1oan programs, and some current political backers for
educational access. They are indeed wealthy—and no apparent self-serving agenda. And, if you enjoy Camellias,
visit the highly praised Harry P. Leu Gardens in Orlando. When you enter the estate’ s house, remind yourself that
it was owned and by Duncan C. Pell, who, in asense, built his wife a botanical golf course therein 1902.
According to Kay from the Gardens, his money and relatives helped fund educational grants, the precursor of the
Pell Grants named after Senator Claiborne Pell in’72. Sometimes it’s okay to salute or tolerate esoteric golf
courses and to smell others' Camellias. At least our education helps us to frame such observations.

Jerry Pattengale, AVP for Scholarship & Grants at Indiana Wesleyan University, at 11:40 am EDT on May 8,
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