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Student Loan Repayment
for Federal Employees

Summary

Under alaw enacted in 1990 (P.L. 101-510) and amended in 2000 (P.L. 106-
398) and 2003 (P.L. 108-123 and P.L. 108-136), federal agencies may repay portions
of the student loans of highly qualified General Schedule (GS) and non-GS
(including Foreign Service) employees they seek to recruit and retain. Eligible
employees must sign at least a three-year service agreement to remain with their
agencies. In return, these employees may receive |oan repayments of up to $10,000
per year and up to $60,000 in total from an agency. Various student |oans specified
in law and authorized by the Higher Education Act of 1965 and the Public Health
Service Act may berepaid. Concernsabout the attractiveness of government service
to, and the large amount of student loan indebtedness of, new graduates along with
the possibility of asignificant number of retirementsfrom thefederal government in
the next several years underlie student loan repayment programs. The Office of
Personnel Management (OPM) published final regulationsto implement theoriginal
law on January 11, 2001, and final regulations to implement the amendmentsto the
law onJuly 31, 2001, and April 20, 2004. Executive branch agenciesare considering
and implementing student loan repayment programs. OPM reported to Congressin
April 2005 that 26 executive branch agencies made repaymentsto 2,680 employees
at acost of some $15.028 million in FY 2004.

Inthelegidativebranch, the Government Accountability Office(GAO, formerly
the General Accounting Office), the Government Printing Office (GPO), and the
Library of Congress aso have authority under the laws stated above to establish
student loan repayment programs. Enacted in the 107" Congress, P.L. 107-68
authorized the Senate and the Congressional Budget Office (CBO) to ingtitute
programs, and P.L. 107-117 authorized the U.S. Capitol Police to establish one.
Under the Consolidated A ppropriations Resol ution, 2003 (P.L. 108-7), enacted inthe
108™ Congress, the House of Representatives hasauthority to establish aprogram for
its employees, and additional authority was granted to the U.S. Capitol Police to
establish a program and to provide tuition reimbursement for employees ongoing
career development education. To date, the Senate, the House, the U.S. Capitol
Police, CBO, GAO, GPO, andtheLibrary (not including the Congressional Research
Service) have implemented repayment programs.

In both the executive and legidative branches, questions of how to fund the
programs, what the required period of service should be, the criteriafor repayment
eigibility, and the kinds of program data to be collected will likely continue to be
considered as repayment programs are implemented. Severa bills pending in the
109" Congress relate to student loan repayment. Under H.R. 1765 and S. 1255,
repayments would not be subject to income tax. S. 2450 includes a provision to
establishapilot programto authorize repaymentsfor federal employeeswith specific
skills. Thelegidative history, statutory authority, status of executive and legislative
branch implementation, issues for consideration, and oversight of student loan
repayment programs are discussed in this report. The report will be updated as
events warrant.
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Student Loan Repayment
for Federal Employees

Background

Congress has authorized student oan repayments for highly qualified General
Schedule (GS) and non-GS (including Foreign Service) employeesin the executive
branch.! Repayments aso are authorized for employees in the House of
Representatives,? the Senate, the Congressional Budget Office (CBO),® the
Government Accountability Office (GAO), the Government Printing Office (GPO),
the Library of Congress,* and the U.S. Capitol Police. Inthe executive branch, and
in GAO, GPO, and the Library of Congress, the repayments may be up to $10,000
annually and up to $60,000 in the aggregate. Inthelegidative branch, theannual and
aggregate limitations vary. The House and Senate each authorize repayments up to
$500 amonth, and $40,000in the aggregate.® Repaymentsto the U.S. Capitol Police
may be up to $10,000 annually, and $40,000 in aggregate. CBO’ s repayments may
be up to $6,000 annually, and $40,000 in aggregate. A service agreement of at least
three years is required in the executive branch, while in the legislative branch, the
service agreement varies from one to three years.

Enactment of the executive branch statute followed a recommendation of the
National Commission on the Public Service (commonly referred to as the VVolcker
Commission, after itschairman, Paul Vol cker) that afederal serviceloan forgiveness
program be established for federal service.® In April 1989, after an 18-month study,

!P.L. 101-510; Nov. 5, 1990; 104 Stat. 1659, 5 U.S.C. 85379, asamended by P.L. 106-398;
Oct. 30, 2000; 114 Stat. 1654A-316 to 1654A-317, and P.L. 108-123; Nov. 11, 2003; 117
Stat. 1345, and P.L. 108-136; Nov. 24, 2003; 117 Stat. 1637. Loan repayment issometimes
referred to asloan forgiveness; these terms are used interchangeably in thisreport. For an
analysis of loan forgiveness programs for employees in various public service (including
teachers, child care providers, and law enforcement or corrections officers) and health care
(including nurses, doctors, medical technicians, and health researchers) professionsandin
the military, see CRS Report RL32516, Sudent Loan Forgiveness Programs, by Gail
McCadlion.

2P.L. 108-7; Feb. 20, 2003; 117 Stat. 354 and 117 Stat. 358-359.

*P.L. 107-68; Nov. 12, 2001; 115 Stat. 563-568 and 115 Stat. 577-578. (For both the Senate
and CBO))

4 See footnote 1.

®> The monthly computation reflectsthe unique election cyclesof Congressand the possible
impact on congressional offices, committees, and administrative support offices.

¢ The National Commission on the Public Service, Leadership for America; Rebuilding the
Public Service, Task Force Reports to the National Commission on the Public Service
(continued...)
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the commission issued its report on rebuilding the federal civil service. Formed in
response to “concern[s] that the federal workforce may be ill-prepared to serve the
nation in the 21% century,” the commission dedicated itself to “placing high on the
national agenda the need to strengthen the effectiveness of the career services in
government.”” A commission task force on recruitment and retention found that
inadequate compensation and the unattractiveness of government employment to
recent college graduateswere among the reasonsfor thefederal government’ sserious
problems in recruiting and retaining a quality workforce.®

At the time that student loan repayments were authorized by Congress, the
issues of the attractiveness of government serviceto® and thelarge amount of student
loan indebtedness of *° new graduates were of particular interest. More recently, the

€ (...continued)

(Washington: 1989), pp. 76, 96. (Hereafter referred to as Leadership for America.) The
commission was a private, nonprofit organization assembled to prepare recommendations
to the President and Congress on rebuilding the public service.

" Leadership for America, Preface.

8 U.S. The National Commission on the Public Service, Committing To Excellence;
Recruiting and Retaining a Quality Public Service, The Report of the Task Force on
Recruitment and Retention (Washington: 1989), pp. 69-111. With regard to private sector
practices, a literature search did not reveal specific information about student loan
repayments offered by private sector companies, but did show various types of
compensation and benefits afforded to employees in the private sector. For example, see
Raobert Levering and Milton Moskowitz, “ The 100 Best Companiesto Work For,” Fortune,
vol. 153, Jan. 23, 2006.

°® The issue continues and is reinforced by recent surveys. For example, a survey
commissioned by the Partnership for Public Service of 805 graduating college seniors
revealed that two-thirds of seniors said getting a private sector job or starting their own
business would make their parents prouder than getting ajob in government. (Partnership
For Public Service, “New Survey of the ‘Class of 9/11' Finds Patriotismis Not Enough to
Inspire New College Graduates to Public Service,” May 19, 2005). For the results of other
surveys on the attractiveness of Public Service, see Partnership for Public Service, Public
Opinion on Public Service, May 2, 2005, avalable on the Internet at
[http://www.ourpublicservice.org], visited July 15, 2005.

1% For dataon the significant amount of student |oan debt that college graduates are carrying,
see, for example, The Project on Student Debt, White Paper; Addressing Student Loan
Repayment Burdens; Strengths and Weaknesses of the Current System [Washington: DC],
Feb. 2006; The College Board, Trends in Student Aid 2005 (Washington: Oct. 18, 2005);
Collegiate Funding Services (CFS) News Release, With College Loans Bills Coming Due,
Not All Graduates Are Prepared to Pay, Aug. 27, 2003; American Bar Association
Commission on Loan Repayment and Forgiveness, Lifting the Burden: Law Sudent Debt
as a Barrier to Public Service [Chicago: Aug. 2003]; Equal Justice Works, National
Association for Law Placement, Partnership for Public Service, From Paper Chase to
Money Chase: Law School Debt Diverts Road to Public Service ([Washington], Nov.
2002); and Tracey King and Ellynne Bannon, The Burden of Borrowing: A Report on the
Rising Rates of Student Loan Debt (Washington: State PIRGs Higher Education Project,
March 2002).
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possibility of asignificant number of retirements' from the federal government in
the next several years has joined these issues as a reason underlying student loan
repayment programsin thefederal government.*? Authorization of repaymentsinthe
legislative branch resulted from similar concerns about these recruitment and
retention issues.

The legidative history, statutory authority, status of executive and legidative
branch implementation, issues for consideration, and oversight of student loan
repayments are examined in the next sections of the report.

Legislative History of Student Loan Repayment

101%'Congress: Executive Branch Loan Repayment Program

Senate Bill. OnMay 18, 1989, one month after the publication of the V ol cker
Commission’ sreport, Senator Ted Stevensintroduced, for himself and Senator David
Pryor, S. 1071, abill to authorize the repayment of student loans for certain federal
employees. In his statement accompanying the introduction, Senator Stevens noted
the commission’ srecommendation and stated that the bill was “ designed to improve
the Federal Government’s ability to compete for top college graduates,” many of
whom have heavy debt and “simply cannot afford the option of Federal service.”
Saying that agencies would have discretion to use the authority as they saw fit “to
recruit highly qualified people that are important to its mission,” Senator Stevens
emphasized that agencies “would be required to absorb the expense of loan
repayment out of [their] existing payroll budget,” and went on to say that the
provision envisioned “no new outlays whatsoever.” According to Senator Stevens,
thiswould ensure*“that thisauthority isused sparingly and only when necessary” and

1 According to OPM, there were 50,643 retirements by full-time, permanent employeesin
FY 2003, 54,285 retirementsin FY 2004, and 60,070 retirementsin FY 2005. OPM dataare
available at [http://www.opm.gov/feddata/index.asp], visited Apr. 6, 2006; choose“Go To
FedScope,” then“ DataCubes Separations,” then* CubelInterfacesDynamic,” then FY 2003,
FY 2004, and FY 2005, and set the separation (separation from federal service) parameter to
retirement, thework schedul e parameter to full-time, and thetype of appointment parameter
to permanent. (FedScope shows that new hires for full-time permanent employees totaled
88,293 in FY 2003, 84,548 in FY 2004, and 92,399 in FY2005.) OPM had projected that
there would be 57,687 retirements in FY2005. Retirements projected for FY2006 are
58,889. (U.S. Office of Personnel Management, Retirement Statistics (no date) available
on the OPM website at [http://www.opm.gov/feddata/retiref], visited Apr. 6, 2006; choose
“Projections’ to access the document.)

12 Student loan repayments are among the incentives available to federal agenciesto foster
recruitment and retention of employees. At arecent interagency management conference,
Kevin Mahoney, deputy associate director at OPM, and other participants were reported to
have said that the federal government must better promote “itsjob opportunities, potential
for advancement, and competitivebenefitspackages.” AccordingtoMr. Mahoney, “ There's
no question there is a war for talent[;] the federal government is struggling to regain its
image as an employer of choice.” Tichakorn Hill, “In Battle for Talent, ‘Go to Campuses
and Market, Market, Market,”” Federal Times, May 3, 2005.
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require agency managers “to make some tough decisions’ in “reallocating funds to
use this recruiting incentive.”

Thebill’ sprovisionsrequiring at | east threeyears of service, an acceptablelevel
of performance, and cessation of the loan repayments if the employee separated
(either voluntarily or for reasons of poor performance) from federal service were
viewed by Senator Stevens as “ensur[ing] the Government a return on its human
resource investment.”** Senator Pryor reiterated the comments of Senator Stevens
in saying that “[a]gencies will have wide latitude to work out how much of aloan
will berepaid by the agency and the length of time the employee will haveto commit
to staying with the agency.” He anticipated “that agencies will exercise great
discretion in using this program” as they “will be required to absorb the costs.”**
After referral to the Senate Committee on Governmental Affairs, S. 1071 saw no
further action.

House Bill. In the House of Representatives, Representatives Benjamin
Gilman and William Ford introduced H.R. 2544 on June 6, 1989, which included, as
section 3, provisions on student loan repayment similar to those in S. 1071.%°
Representative Gilman, in astatement accompanying theintroduction, noted that the
V olcker Commission had recommended repayment of student loans and said the bill
would make “the Federal Government an employer of first choice for many of our
Nation’s finest students.” He stated, “Repayment shall be from funds already
appropriated at the time of appointment.” He also thanked Senators Stevens and
Pryor for “formul ating and drafting major provisionsof thebill” ontherepayments.*

House Subcommittee Hearing. The Public Service Education Assistance
Act of 1990 (H.R. 2544) was referred to the Civil Service Subcommittee of the
House Committee on Post Office and Civil Service. The subcommittee conducted
a hearing on the bill on July 27, 1989, and took testimony from the director of the
Officeof Personnel Management, the executivedirector of the National Commission
onthePublic Service, and the specia counsel of the Consumer Bankers Association.
In remarks during the hearing, Representative Ford described H.R. 2544 as a * sort
of aGl bill for civil servants.”*” OPM Director Constance Newman stated that the
agency had “not given enough consideration to how much this approach would cost
or to whether the benefits would justify the cost.” She also expressed several

¥ Sen. Stevens, “Repayment of Certain Student Loans,” remarks in the Senate,
Congressional Record, vol. 135, May 18, 1989, pp. 9895-9896.

14 Sen. Pryor, remarks in the Senate, Congressional Record, vol. 135, May 18, 1989, p.
9897.

15 Section 2 of H.R. 2544 authorized agenciesto pay or reimburse federal employeesfor the
cost of basic degree training.

6 Rep. Gilman, “The Public Service Education Assistance Act of 1989 (H.R. 2544),”
remarks in the House, Congressional Record, vol. 135, June 6, 1989, pp. 11032-11034.

'U.S. Congress, House Committee on Post Office and Civil Service, Subcommittee on the
Civil Service, Public Service Education Assistance Act of 1989, hearingon H.R. 2544, 101
Cong., 1% sess., July 27, 1989 (Washington: GPO, 1989), p. 4.
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concerns about the student |oan repayment provisionsin H.R. 2544. Those concerns
related to:

e not wanting to induce people to work for the government just long
enough to qualify for loan repayment and then move elsewhere;

e consideration of the equity of a recruitment incentive that would
have no value for those who have aready paid their own way
through college;

o the essentia need to limit the coverage to occupations where there
isdifficulty in recruiting or retaining employees with critical skills
(identified as scientists and engineers);

e the need to examine carefully the administrative feasibility of
agencies making loan repayments,

e thelack of a provision on a central regulatory authority to ensure
uniformity among the agencies,

o the inappropriateness of not having an employee repay any loan
payments made by the agency if he or she fails to complete the
service requirement; and

o thelack of alimit on how large arepayment commitment could be
made.*®

Thelatter three concerns were addressed by provisionsthat wereincluded in the bill
when it was reported to the House. Asked about the appropriateness of athree-year
service requirement, Mrs. Newman stated that “three is probably afairly standard
time,” but:

The concern is that we have some assurance that the kinds of people, if you go
with thistype of approach, actually have anintent to participatein public service,
and that they aren’t just using thisasavehicleto repay their loans. And whether
or not a three year limitation provides enough assurance that you get at least
some benefit from having participated in this, | don’t know.*®

L. Bruce Laingen, executive director of the National Commission on the Public
Service, viewed thelegislation asastep in “enriching the talent pool” of government
and as “apractica way to get young people started on their careers.” According to
Laingen, “entry level payment in Government is increasingly noncompetitive with
the private sector” and “ combined with slow procedures by Government in hiring on

8 |bid., pp. 2-3.
19 |bid., p. 5.
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the one hand and students|oansto repay on the other, often makes Government even
for those who actually seek Government service an unattractive career choice.”?

Another witness, Consumer Bankers Association specia counsel John Dean,
noted the significant student loan indebtedness of students with advanced degrees:

Anindividual facingthisrepayment burden may and frequently doesfeel obliged
to seek employment with an employer able to provide the highest level of
compensation possible and, in most cases, that is not the Federal Government.

In order to encourage extended government service, Dean suggested that larger
repayments be made for longer years of service. His concerns about the legislation
related to:

¢ the need for close examination of existing program regulations to
assure that borrower records are appropriately documented,
especialy for cases where limitations on the maximum repayment
amount provided under the program result in aresidual amount still
owed by the individual student loan borrower;

e making sure that when afederal check comesin for a student loan
it is applied to the correct loan;

e ensuring that, if the check is for an amount that is less than the
amount due on the loan, anotein the computer filewill indicate that
a second check will be coming, so that an insufficient notice
payment will not follow receipt of the first check from the federal
government;

e identifying who will be held accountable for delinquency on the
loans if there is a paperwork error and the federal government
payment arrives late; and

o the possibility of precipitating employee delinquency or default on
aloanif he or she no longer qualifiesfor loan repayment because of
performance reasons or separation from government service.*

House Bill Reported. On February 7, 1990, the House Committee on Post
Office and Civil Service reported the bill to the House, but no further action
occurred. As reported, H.R. 2544 differed from the Senate bill in several respects.
For example, it did not cover student loans made, insured, or guaranteed by state
governments. The bill also provided that “[i]n selecting employees to receive
[ student loan repayment] benefits... an agency shall, consistent with the merit system
principles set forth in paragraphs (1) and (2) of section 2301(b), take into
consideration the need to maintain a balanced workforce in which women and
members of racial and ethnic minority groups are appropriately represented in

2 |bid., p. 10.
2 |bid., pp. 14-16.
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Government service.” Additionally, H.R. 2544 authorized OPM to “prescribe
regulations containing such standards and requirements as [it] considers necessary
to provide for reasonable uniformity among programs.”#

Discussing the need for the legislation, the committee cited the findings of the
Volcker Commission, aswell as reports published by the Merit Systems Protection
Board in May 1988 and the Office of Personnel Management in June 1988, on the
federa government’s difficulties in recruiting and retaining highly qualified
professional , technical, or administrative personnel.? According to thesereports, pay
rates significantly less than those offered by the private sector, a negative image of
public service, and lack of information about careersin government were among the
reasons inhibiting the federal government from attracting and keeping skilled
individuals. The committee report stated that the “new authority is an attempt to
bolster efforts to recruit top-flight candidates for employment with the federa
government” and noted that “the repayment program would be used as arecruiting
tool to attract individuals with critical skills necessary for the agency.” It
acknowledged criticisms that these repayment provisions could “result in disparate
treatment of equally qualified candidates solely on the basis of their form of
indebtedness.” The report expressed the “committee’ s opinion that remedies for an
otherwisegravely lacking Federal compensation system must be sought wherever the
Federal Government can exert unique pressure.”#

With regard to limitations on the size of the repayments, the committee stated
its intent to “ strike a balance” between the “ extremely high loan indebtedness’ of
many college graduates and “the limited resources available to Federal agenciesfor
new initiatives in programs and employee benefits.” Further, the committee noted
that the loan repayment was “to apply to indebtedness outstanding at the time an
employee enter[ed] into an agreement.” %

CBO Cost Estimate. TheCongressional Budget Office (CBO) estimated that
the cost of the student |oan repayment program in 1991 would be between $2 and $3
million, with the potential to increase to $10 to $15 million by 1995. CBO aso
estimated that administrative costswould total |essthan onemilliondollars. Thecost
estimate assumed that “ most agencieswould agreeto reimburse ... loan paymentsfor
at least five years.” %

2 U.S. Congress, House Committee on Post Office and Civil Service, Public Service
Education Assistance Act of 1990, report to accompany H.R. 2544, 101% Cong., 2™ sess.,
H.Rept. 101-402 (Washington: GPO, 1990), pp. 2-3. (Hereafter referred to asH.Rept. 101-
402.)

% U.S. Merit Systems Protection Board, Office of Policy and Evaluation, Attracting Quality
Graduates to the Federal Government: A View of College Recruiting, May 1988; and The
Hudson Institute, Civil Service 2000, prepared for the U.S. Office of Personnel
Management, June 1988.

24 1 Rept. 101-402, pp. 5-7.
% |bid., p. 12.
% |bid., p. 15.
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Views of the Departments of Education and Justice. The Department
of Education (DoE) and the Department of Justice (DoJ) submitted views to the
House Committee on Post Officeand Civil Serviceopposing H.R. 2544’ sprovisions
to establish a student loan repayment program. DoE believed that the program
“would be extremely costly, with overly generous agency repayment amounts
permitted, and isunlikely to correlate to the recruitment needs of the Federal service
or alter any significant number of students’ decisionsto enter the Federal service.”*
Additional concerns expressed by DoE were that the program would:

...Set a dangerous precedent by alowing for the first time cancellation of
Guaranteed Student Loans (GSLs) in exchange for performance of a certain
activity. Introducing cancellation for one activity would almost certainly lead to
pressure for cancellation for many other “meritorious’ activities.

Very probably be poorly correlated to recruitment needs [and be] unlikely to
affect many decisions on whether to enter the Federal service. Prior effortsto
attract recruitsto certain professions such asteaching (through loan forgiveness
and similar programs) have not had a significant impact on students’ decisions
to enter thefield.

Provide apotential windfall for some employees, particularly inlight of the high
agency repayment amounts permitted.

Aggravate current retention problems if employees need only complete three
years of federal serviceto take advantage of the repayment program .... Some....
may well work only long enough to earn the cancellation before moving
elsewhere. Other programs, such as the Perkins Loan Program in the Higher
Education Act of 1965 (20 U.S.C. 81001 et seg.) require five years of servicein
certain teaching positions before the entire loan is canceled.

[By authorizing payments up to $6,000 per year, provide] avery generousyearly
“bonus’ ... far in excess of the amounts generally availableto asmall number of
employees in the form of cash awards or merit pay bonuses for outstanding
service. Thus, employeeswho either have no student loans or who have already
repaid their loans would, in essence, be compensated at alower rate than other
employees simply because they do not have aparticular form of debt. Thistype
of inequity could have a demoralizing effect on the federal employees not
participating in the repayment program ... and create retention problems.... The
Federal government should not be in a position of “rewarding” students who
finance their education through Federal student loans, and penalizing students
who chose work or savings to finance their postsecondary education.

[Create asituation in which] it could be very difficult to regul ate effectively the
very broad, subjective authority of an agency head to waive aright of recovery
against an employeeif it would be agai nst equity and good conscience, or agai nst
the public interest.?®

' |bid., pp. 17-18.
% |bid., pp. 16-17.
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DoJ aso declined to support student loan repayment. The agency’ s concerns
were that the program would not “provide a reliable incentive for recruitment and
retention because its usefulness depends upon the nature of an individua’s
indebtedness and thus varies from candidate to candidate.”?® Additionally, Justice
believed that the program:

...would require the Department to treat otherwise similarly situated candidates
different solely because of their indebtednessor theformof their indebtedness....
Students who worked to pay their tuition would not qualify for benefits nor
would those whose parents saved or borrowed to pay for the student’ seducation.
Thisdisparatetreatment of otherwise equally qualified candidatesoutweighsthe
minimal benefits to be gained by the student loan repayments.*®

Final Action. During House consideration of the National Defense
Authorization Act for FY 1991 (H.R. 4739) on September 11, 1990, Representative
Gilman offered the text of H.R. 2544 as an amendment to the bill.** He stated that
the provisionswere “intended to be applied systemwideto al Federal agencies.” He
also noted that, as no new funds were being authorized, agencies would haveto fund
the program from salary and expense accounts and “ use thesetool sin a cost efficient
manner.” Accordingto Representative Gilman, the Department of Defense* d[id] not
object” to the amendment and “considers it an important tool in enhancing their
ability to recruit and keep essential qualified personnel.” National Commission on
the Public Service executive director L. Bruce Laingen stated in a letter to
Representative Gilman, which was inserted into the Congressional Record, that the
provisions were “an important step forward in the larger challenge of ensuring that
the services of government in the years ahead are performed by personnel of the
highest competence.”** The House agreed to the amendment by voice vote on
September 11, 1990. The President signed H.R. 4739 on November 5, 1990, and it
becameP.L. 101-510. Section 1206(b) of thelaw providestherepayment authority.*

On June 22, 2000, OPM proposed regulations to implement the initial student
loan repayment program established by P.L. 101-510.>* OPM did not explain the 10-
year delay in issuing the regulations, but a Government Executive article on the
regulations suggested that efforts to reduce the federal workforce in the early and

2 |pid., p. 19.
| pid.

¥ The amendment was an amendment to an amendment that had been offered by Rep.
Mavroules.

%2 Congressional Record, vol. 136, Sept. 11, 1990, pp. 23901-23902.

¥ H.R. 4739 passed the House of Representatives (amended) on a 256-155 vote (No. 352)
on Sept. 19, 1990. On Sept. 25, 1990, the Senate struck all after the enacting clause and
substituted the language of S. 2884 asamended. The Senate then passed H.R. 4739 with an
amendment in lieu of S. 2884 by unanimous consent. The House agreed to the conference
report (H.Rept. 101-923) on a271-156 vote (No. 517) on Oct. 24, 1990. The Senate agreed
to the conference report on an 80-17 vote (No. 320) on Oct. 26, 1990.

% U.S. Office of Personnel Management, “ Repayment of Student Loans,” Federal Register,
vol. 65, no. 121, June 22, 2000, pp. 38791-38794.
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mid-1990s created little demand in the agencies for the repayment authority.® Lack
of funding for the program also may have contributed to the delay. OPM’s final
regulations became effective on April 12, 2001.%°

106™ Congress: Amendments

Ten years after the original student loan repayment authority had been enacted
in P.L. 101-510, Senator Richard Durbin offered an amendment to the Floyd D.
Spence National Defense Authorization Act for FY 2001 (S. 2549) to make changes
to the law. The amendment, No. 3480, provided for broader implementation of
student loan repayment programs. It extended eligibility for student loan repayments
to non-GS (including Foreign Service) federal employees and to employeesin other
than professional, technical, or administrative positions,* and expanded the types of
student loans under the Higher Education Act and the Public Health Service Act
eligiblefor repayment. The Senate agreed to the amendment by voice vote on June
20, 2000. Inlieuof S. 2549, the Senate passed H.R. 4205, with an amendment.® On
October 30, 2000, H.R. 4205 became P.L. 106-398. Section 1122 provides the
expanded repayment authority. Regulationstoimplement the broadened student loan
repayment program established by the law were proposed by OPM on March 16,
2001, and finalized on July 31, 2001. Those regulations became effective on August
30, 2001.*

107" Congress: Extension to Cover Senate Employees,
the Congressional Budget Office, and U.S. Capitol Police

During its first session, the 107" Congress passed two separate pieces of
legislation to extend the student loan repayment program to specific legidative
branch entities. The FY 2002 Legidlative Branch Appropriations Act, P.L. 107-68,

% Brian Friel, “ Student Loan HelponHold,” Gover nment Executive, Feb. 8, 2001, available
at [http://www.govexec.com], visited Apr. 6, 2006.

% U.S. Office of Personnel Management, “ Repayment of Student Loans,” Federal Register,
vol. 65, no. 8, Jan. 11, 2001, pp. 2790-2793. Theregulationswereto have become effective
on Feb. 12, 2001, but a 60-day moratorium on new regulations was imposed by President
George W. Bush. U.S. Office of Personnel Management, “Repayment of Student L oans:
Delay of Effective Date,” Federal Register, vol. 66, no. 26, Feb. 7, 2001, p. 9187.

3 P.L. 106-398; Oct. 30, 2000; 114 Stat. 1654A-316 to 1654A-317; 5 U.S.C. §5379.

% On July 13, 2000, the Senate struck all after the enacting clause and substituted the
language of S. 2549, amended, into H.R. 4205. The Senate then passed H.R. 4205, with an
amendment, on a 97-3 vote (No. 179). The House of Representatives agreed to the
conference report (H.Rept. 106-945) on a 382-31 vote (No. 522) on Oct. 11, 2000. The
Senate agreed to the conference report on a 90-3 vote (No. 275) the next day.

¥ U.S. Office of Personnel Management, “ Repayment of Student Loans,” Federal Register,
vol. 66, no. 52, Mar. 16, 2001, pp. 15202-15203; U.S. Office of Personnel Management,
“Repayment of Student Loans,” Federal Register, vol. 66, no. 147, July 31, 2001, pp.
39405-39406.
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enacted on November 12, 2001, authorized Senate employing offices to establish
aprogram for Senate employees and authorized appropriationsto fund the program.
The law also authorized CBO to institute a program for student loan forgiveness.
The FY 2002 Department of Defense Appropriations Act, P.L. 107-117, enacted on
January 10, 2002, granted authority to the U.S. Capitol Police to offer a student
loan repayment program for recruitment and retention purposes.

The House of Representatives attempted to establish a repayment program for
House employees, but that effort failed. On July 30, 2001, Representative Barbara
Leesubmitted an amendment to the FY 2002 L egislative Branch AppropriationsBill,
H.R. 2647 to the House Committee on Rules. The amendment was similar to H.R.
2555, abill Representative Lee had introduced previously to amend P.L. 101-510 by
including legislative branch employeesin thefederal agency student |oan repayment
program. Therule (H.Res. 213) for H.R. 2647 did not make the amendment in order
for consideration on the House floor. On July 31, 2001, however, during floor
consideration of H.R. 2647, Representative James Moran stated that “a uniform
policy should be devel oped across the board,” and noted that the bill “callsfor study
of the issue by the Committee on House Administration.” He further stated that
because the Senate-passed version of the bill would authorize the student loan
repayment benefit to all Senate employees, it was “ essential that the Committee on
House Administration develop guidelines rapidly.”* Nevertheless, the FY 2002
Legidlative Branch Appropriationshill did not providefor aloan repayment program
for House employees.

108™ Congress: Further Extension to
House Employees and Others®

Early in the 108" Congress, the Senate and House passed an omnibus
appropriationshill, the Consolidated A ppropriations Resol ution, 2003, that provided

“H.R. 2647, P.L. 107-68, Nov. 12, 2001, 115 Stat. 563-568 and 115 Stat. 577-578.

“H.R. 3338, P.L. 107-117, Jan. 10, 2002, 115 Stat. 2319-2320. U.S. Congress, Conference
Committees, Making Appropriations for the Department of Defense for the Fiscal Year
Ending September 30, 2002, and for Other Pur poses, conferencereport to accompany H.R.
3338, 107" Cong., 1% sess., H.Rept. 107-350 (Washington: GPO, 2001), pp. 91-92.

“2 Rep. Moran, remarksin the House of Representatives, Congressional Record, vol. 147,
July 31, 2001, p. H4888.

3 Legidlation to establish a pilot program to repay the student loans of federal employees
in national security positionsin eight agencies passed the Senate in the 108" Congress and
was referred to the House Committee on Government Reform, but saw no further action.
Sen. Daniel Akaka, for himself and Sens. Durbin, George Allen, and George Voinovich,
introduced S. 589, the Homeland Security Federal Workforce Act, onMarch 11, 2003. The
bill was referred to the Senate Committee on Governmental Affairs, where it was marked
up and ordered to be reported by voice vote on June 17, 2003. S. 589 was reported to the
Senate on July 31, 2003 (S.Rept. 108-119). It passed the Senate with an amendment by
unanimous consent on November 5, 2003. Prior to passage, an amendment in the nature of
a substitute proposed by Sen. Bennett for Sen. Susan Collins was agreed to by unanimous
consent. The hill was referred to the House Subcommittee on Civil Service and Agency
Organization, on July 13, 2004, but saw no further action.



CRS-12

authority and appropriations at Section 105 to the House of Representatives for a
student |oan repayment program. Thebill wasenacted asP.L. 108-7 on February 20,
2003. At Section 1007, P.L. 108-7 aso granted authority to the U.S. Capitol Police
to establish a student loan repayment program as part of an educational and tuition
reimbursement assistance program for employee career development.*

Legidation (S. 926) to increase the annual and aggregate limitations on student
loan repayments was enacted as P.L. 108-123 on November 11, 2003.* The law
amended 5 U.S.C. 85379(b)(2) and increased theamount of astudent |oan repayment
from $6,000 to $10,000 per year and from $40,000 to $60,000 in total for employees
in the executive branch, GAO, GPO, and the Library of Congress. CBO estimated
that implementing the legislation “would cost less than $500,000 a year, subject to
the availability of appropriated funds.”* According to the Senate Governmental
Affairs Committee report that accompanied the bill, the amendments reflected “an
increase in annual college tuition costs since the enactment of the original statutein
1991.” It further stated that without them the tuition increases “would lessen the
competitive value of this recruitment and retention tool.”*’

On October 28, 2003, the House of Representatives suspended the rules and
passed S. 926 by voice vote. During House consideration of the bill, Representative
Jo Ann Davis stated that the Senate bill, which was identical to the House version,
was taken up because it had already passed the Senate and would speed up approval
of the measure. Explaining the need for the legislation, she stated that “it is the
prospect of these daunting student loans, $50,000, $75,000, or even more than
$100,000, that can prevent public service-minded people from coming to work for
the government.” She added that “[ s|tudent loan repayment isat thetop of thelist for
newly graduated students|ooking for jobs.”*® Representative Danny Davisnoted that
the student loan repayment program “isgenerally underutilized dueto lack of agency
funding caused by limited budgets’ and that “ without funding and without aggressive
use of this and similar programs to promote Federal civil service, the Federal

“P.L.108-7, Feb. 20,2003, 117 Stat. 354 and 117 Stat. 358-359. The provisionsoriginally
wereincluded in H.R. 5121, Legidative Branch Appropriations Act, 2003.

%S, 926, P.L. 108-123; Nov. 11, 2003; 117 Stat. 1345.

6 U.S. Congress, Senate Committee on Governmental Affairs, Federal Employee Student
Loan Assistance Act, report to accompany S. 926, 108" Cong., 1% sess., S.Rept. 108-109
(Washington: GPO, 2003), p. 3. (Hereafter referred to as S.Rept. 108-109.)

“"Ibid., p. 1. On April 28, 2003, Sen. Voinovich introduced S. 926, the Federal Employee
Student L oan Assistance Act, and it wasreferred to the Senate Committee on Governmental
Affairs. Thebill was marked up and ordered to be reported by the committee en bloc with
other bills by voice vote on June 17, 2003. It was reported to the Senate (S.Rept. 108-109)
onJuly 21, 2003, and passed the Senate, without amendment, by unanimous consent on July
30, 2003. Rep. Jo Ann Davisintroduced acompanionbill, H.R. 3080, the Federal Employee
Student Loan Assistance Act, on September 11, 2003, and it was referred to the House
Committee on Government Reform.

“8 Congressional Record, daily edition, vol. 149, Oct. 28, 2003, p. H9835.
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Government will be left behind in the competition for top talents.”* Under S. 926,
agencies would continue to fund student loan repayments from their own budgets.

Section 1123 of P.L. 108-136, the National Defense Authorization Act for
FY2004 (H.R. 1588), enacted on November 24, 2003, amended 5 U.S.C.
85379(b)(2)(A) to increase the amount of a student loan repayment from $6,000 to
$10,000 per year.® The provision became effective on January 1, 2004.

OPM'’ sregulations to implement the higher annual and aggregate amounts for
repaymentsauthorizedin P.L. 108-123 and P.L. 108-136 were published on April 20,
2004.>

Implementation in Legislative Branch Agencies. Student loan
repayment programs at selected legislative branch agencies were established by
different pieces of legislation in the 107" and the 108" Congresses; as a result, the
implementation of these programsis at various stagesin these agencies. Legidators
believed that some uniform guidelines would assist the agencies as each agency
began writing regul ations and service agreements. Accordingly, the confereesto the
FY2002 Legidative Branch appropriations bill (H.R. 2647, H.Rept. 107-259)
directed the L egisl ative Branch Financial Managers Council (LBFMC)* to*“ devel op,
in consultation with al Legidlative Branch entities, the controlsand criteriathat will
govern[student |oan repayment] programimplementation.” Specifically, theLBFMC
was “directed to perform a comparative analysis between entity implementing
regulations and governing controls and criteriaand report the results of that analysis
to the House and Senate” appropriations subcommittees on the legislative branch by
March 1, 2002. The LBFM C consulted with each | egidlative branch entity beginning

“* |bid., pp. H9835-H9836.

%0117 Stat. 1637. H.R. 1588 was introduced by Rep. Duncan Hunter, by request, on April
3, 2003, and was referred to the House Committee on Armed Services. The committee
marked up the bill on May 9 and May 14, 2003. The bill was reported to the House,
amended (H.Rept. 108-106) on May 16, 2003. H.R. 1588 passed the House, amended, on
May 22, 2003, on a 361 to 68 (Roll No. 221) vote. On June 4, 2003, the Senate struck all
after the enacting clause and substituted the text of S. 1050 in H.R. 1588. The Senate then
passed H.R. 1588, amended, by voice votethe sameday. On November 7, 2003, the House
agreed to the conference report (H.Rept. 108-354) accompanying H.R. 1588 on a 362-40,
2 present (Roll No. 617) vote. The Senate agreed to the conference report on a 95-3 (No.
447) vote on November 12, 2003. U.S. Congress, Conference Committees, 2003, National
Defense Authorization Act for Fiscal Year 2004, conferencereport to accompany H.R. 1588,
108" Cong., 1% sess., H.Rept. 108-354 (Washington: GPO, 2003), pp. 248, 762. The
provision was Section 1104 of the bill as reported and passed by the House and Section
1123 of the conference agreement.

1 U.S. Office of Personnel Management, “ Repayment of Student Loans,” Federal Register,
vol. 69, no. 76, Apr. 20, 2004, p. 21039.

%2 Established by charter in March 1996, the Council’ smission isto promote more effective
financial management of the legislative branch, and to ensure that efficient and cost-
effectivefinancial systemsareavailableto support decision making. The Council comprises
the financial managers of legidlative branch entities (including the Architect of the Capital,
theU.S. Capitol Poalice, CBO, GAO, the House of Representatives, the Library of Congress,
the Office of Compliance, and the Senate).
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in December 2001, completed a comparative analysis of entity implementing
regulations, and devel oped governing controls and criteriarecommendationsfor the
student loan repayment programs in the legislative branch. On February 27, 2002,
the LBFMC reported the results of the analysis and recommendations to the House
and Senate appropriations subcommittees on the legidative branch. In general, the
legidlative branch agencies have followed the LBFM C recommended guidelines.

Executive Branch Law and
Implementing Regulations

Authority for the student |oan repayment programiscodifiedat 5U.S.C. §5379.
The statute covers executive agencies, independent establishments, government
corporations under 31 U.S.C. Chapter 91, aswell as GAO, GPO, and the Library of
Congress. Federal employees covered by the law are:

e permanent employees,

e temporary employees who are serving on appointments which can
be converted to term or permanent appointments;

e term employeeswith at |east three years |left on their appointments,
and

e employees serving on excepted appointments which can be
converted to term, career, or career conditional appointments
(including, but not limited to, Career Intern or Presidential
Management Intern appointments).

Schedule C appointees — employees in confidential, policy-determining,
policy-making, or policy advocating positions— are not eligiblefor the repayments.

As amended by P.L. 108-123 and P.L. 108-136, an employee may currently
receive arepayment of up to $10,000 annually and $60,000 in the aggregate from an
agency.>® Regulations to implement the current repayment amount were published
in the Federal Register by OPM on April 20, 2004.>

Agencies may use the student |oan repayment benefit in conjunction with other
recruitment and retention incentives available under Title 5 of the United States
Code. Student loan repaymentsare not subject tothe Title 5 provision that limitsthe

3 Pp.L.108-123 and P.L. 108-136. The previous limitations on repaymentswere $6,000 per
year and $40,000 in total.

% U.S. Office of Personnel Management, “ Repayment of Student Loans,” Federal Register,
vol. 69, no. 76, Apr. 20, 2004, p. 21039.
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aggregate amount of pay an employee can receive to Executive Level |, or $183,500
(as of January 2006),% but it is unlikely that thiswould ever be an issue of concern.

Service Agreement. Anemployee seeking student |oan repayment must sign
awritten agreement to work for the agency repaying the loan for at least three years.
The implementing regul ations specify that the following language should be stated
in the service agreement: “A service agreement made under this part in no way
congtitutes a right, promise, or entittement for continued employment or
noncompetitive conversion to the competitive service.”*® Other employment
conditionsthe agency considersto be appropriate may be specified in the agreement.
These might include the employee’ s position and the duties he or sheis expected to
perform, work schedule, or level of performance.

Reimbursement Required. An employee who separates voluntarily from
the agency, does not maintain an acceptable level of performance,> or violates any
of the conditions of the service agreement becomes ineligible to continue receiving
student loan repayment benefits. An employee who fails to complete the required
period of service must reimburse the agency for the total amount of any repayment
benefitsreceived. Thiswould occur if the employee were separated involuntarily for
misconduct or performance, or left the agency voluntarily. The agency must collect
through appropriate debt collection procedures any amount the employee fails to
reimburse. Reimbursement is not required of an employee who is involuntarily
separated for reasons other than misconduct or performance or who | eavestheagency
voluntarily to enter into the service of another agency. The service agreement,
however, may specify reimbursement in this latter instance. An agency head may
waive, in whole or in part, a right of recovery of an employee's debt if “recovery
would be against equity and good conscience or against the public interest.”

Repayment Plan Features. OPM regulationsrequirethe head of an agency
to establish a student loan repayment plan before repaying any student loans. The
plan must include the following seven elements:

The designation of officials with authority to review and approve offering
student loan repayment benefits;

The situations when the loan repayment authority may be used,;

66 FR 39405. (Heredfter, citationsto the Federal Register are noted as FR, preceded by
the volume and followed by the page.) When it published the final regulations that
implemented the amendments to the student loan repayment law, OPM stated that one
agency had suggested that those regulations address the aggregate limitation on pay. OPM
said that the issue was outside the scope of the regulations, but that it would amend its
guestions and answers on student |oan repayment to clarify that the aggregate limitation
does not apply to the repayments.

%66 FR 2792; 5 C.F.R. 537.107. (Hereafter, citations to the Code of Federal Regulations
aredesignated by C.F.R. preceded by thetitle number and followed by the part designation.)

" The most recent performance rating of record must be at least level 3 (“fully successful”)
for an employee whose performance appraisal is covered by 5 C.F.R. 430, subpart B.

% 66 FR 2792; 5 C.F.R. 537.109.
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Criteriathat must be met or considered in authorizingloan repayments, including
criteriafor determining the size and timing of a payment [or payments];

Procedures for making loan repayments;

A systemfor sel ecting employeesto receive repayment benefitsthat ensuresfair
and equitable treatment;

Requirements for service agreements (including a basis for determining the
length of service to be required if greater than the statutory minimum), and
provisions for recovering any amount outstanding from an employee who fails
to completethe period of employment established under aservice agreement and
for conditions when the agency decides to waive the employee’'s obligation to
reimburse the agency for payments; and

Documentation and record keeping requirements sufficient to alow
reconstruction of the action taken in each case.

Criteria for Repayments. The OPM regulations also establish criteriafor
loan repayments. The repayments “ must be based on a written determination that,
in the absence of offering loan repayment benefits, the agency would encounter
difficulty either infilling the position with a highly qualified candidate, or retaining
a highly qualified employee in that position.” The written determination for
recruitment purposes must be made before the employee actually enters on duty in
the position for which he or she was recruited. For retention purposes, the written
determination must state “that the high or unique qualifications of the employee or
special need of the agency for the employee’ sservicesmakesit essentia toretainthe
employee, and that, in the absence of offering student loan repayment benefits, the
employeewould belikely to leave for employment outside the Federal service.” The
determination “must be based on a written description of the extent to which the
employee's departure would affect the agency’s ability to carry out an activity or
perform afunction that is deemed essential to the agency’s mission.”®

In selecting empl oyees to receive theloan repayment, “ agencies must adhereto
merit system principles and take into consideration the need to maintain a balanced
workforce in which women and members of racial and ethnic minority groups are
appropriately represented in Government service.”

Student Loans Covered. Eligible for repayment are student loans made,
insured, or guaranteed under parts B, D, or E of title IV of the Higher Education Act
of 1965; and health education assistance |oans made or insured under part A of title
VII or part E of title VIII of the Public Health Service Act.?> According to OPM,
loans that qualify for repayment include the following:

%66 FR 2791; 5 C.F.R. 537.103.

® |bid. 5 C.F.R. 537.105.

® |bid. Also specifiedin 5 U.S.C. 85379(e).
62114 Stat. 1654A-316; 66 FR 39406.
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Federal Family Education Loans (FFEL)

Subsidized Federal Stafford Loans

Unsubsidized Federal Stafford Loans

Federal PLUS Loans

Federal Consolidation Loans

William D. Ford Direct Loan Program (Direct Loans)
Direct Subsidized Stafford Loans

Direct Unsubsidized Stafford Loans

Direct PLUS Loans

Direct Subsidized Consolidation Loans

Direct Unsubsidized Consolidation Loans

Federal Perkins Loan Program

National Defense Student Loans (made before July 1, 1972)
National Direct Student Loans (made between July 1, 1972 and July
1, 1987)

e Perkins Loans (made after July 1, 1987)

Loans made or insured under the Public Health Service Act

Loans for Disadvantaged Students (LDS)
Primary Care Loans (PCL)

Nursing Student Loans (NSL)

Health Professions Student Loans (HPSL)
Health Education Assistance Loans (HEAL)®

Tax Implications. The student loan repayment must be included in an
employee’ sincomefor both income and employment tax purposes. OPM has posted
on its website a document prepared by the Internal Revenue Service that addresses
guestionsand answerson thetax liability of student |oan repayments made by federal
entities. The document includes a discussion on agency reporting and withholding
requirements for tax purposes, and an explanation of how agencies should calculate
and withhold employment taxes.**

The following is an example of an employee’ stax liability if afederal agency
were to provide a student loan repayment in the amount of $10,000. For tax year
2005, a single employee with taxable income between $29,700 and $71,950 is
subject to a federal income tax rate of 25%. In addition to the income tax,
employment taxes (at a 7.65% rate for Social Security and Medicare) would be
collected on the repayment amount. Thus, atotal of 32.65% in federal taxes would
haveto be paid by an empl oyee receiving repayment benefits under the program. On

8 U.S. Office of Personnel Management, Office of Compensation Administration, Student
Loan Repayment Program Questions and Answers, available at [ http://www.opm.gov/ocal
pay/StudentLoan/HTML/QandAs.htm], visited Apr. 6, 2006.

6 U.S. Office of Personnel Management, Office of Compensation Administration, Student
Loan Repayment Program, Questions and Answers on Tax Liability, available at
[ http:/Amww.opm.gov/ocal/pay/StudentL oan/HT M L/QandAsT ax.htm], visited Apr. 6, 2006.
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a $10,000 repayment this amounts to $3,265. In addition, the $10,000 would be
subject to any applicable state and local income taxes.®

Legislation Pending in the 109" Congress on Tax Implications. Bills
to exclude student loan repayments from gross income for the purposes of federal
income tax are pending in the House of Representatives and the Senate.
Representative Tom Davis, for himself and 33 other Members, introduced H.R. 1765,
Generating Opportunity by Forgiving Educational Debt for Service Act of 2005, on
April 21, 2005. The bill wasreferred to the Committee on Ways and Means and the
Committee on Government Reform the same day.®® On May 17, 2005, the House
Subcommittee on Federal Workforce and Agency Organization marked up the
legislation and forwarded it to the Government Reform Committee. The bill was
marked up by the committee and ordered to be reported on June 16, 2005, by voice
vote. In a cost estimate published on September 12, 2005, CBO found that H.R.
1765 “would not affect direct spending,” but “would lower discretionary spending
by $10 million over the 2006-2010 period and $20 million over the 2006-2015
period, assuming that appropriations are reduced accordingly.”® Senator George
Voinovich, for himself and Senators Akaka, Susan Collins, Durbin, and Stevens,
introduced S. 1255, Generating Opportunity by Forgiving Educational Debt for
Service Act of 2005, on June 16, 2005.® The bill was referred to the Committee on
Finance. In hisstatement upon introducing the legislation, Senator V oinovich said:

In recent years, many educational institutions have established programs that
repay a portion of the student loan debt their graduates owe .... Under current
law, the amounts these ingtitutions offer their graduates as student loan
repayment are not taxed as income, provided the recipients choose to work for
the government or non-profit organizations. Unfortunately, the Federal Tax
Code does not treat the Federal Government’ s loan repayment programs in the
same way, considering such loan repayment as taxable income to the employee.

% This example was provided to the authors by Louis Alan Talley, Specialist in Taxation,
at CRS.

% In the 108" Congress, legislation similar to that introduced in the 109" Congress was
introduced in the Senate (S. 512) by Sen. Voinovich on March 4, 2003, and in the House of
Representatives (H.R. 1056) by Rep. Tom Davis the same day, but saw no further action.
Similar legislation also was introduced in the 107" Congress by Sen. Voinovich (S. 1817)
on December 13, 2001, and Rep. Burton (H.R. 3893) on March 7, 2002, but saw no further
action. Legiglation to exclude student |oan repayments from gross income for purposes of
federal income tax for members of the uniformed military was introduced in the House
(H.R. 4555) by Rep. Gary Miller on April 23, 2002, but saw no further action.

67U.S. Congressional Budget Office, Cost Estimate, H.R. 1765, Gener ating Opportunity by
Forgiving Educational Debt for Service Act of 2005, Sept. 12, 2005.

88 S. 1255, unlike H.R. 1765, also would apply to members of the Armed Forces on active
duty. According to Senator Voinovich, he expanded the legislation to include the military
“becauserecent reportsindicatethat all four servicesmissed their recruiting goalslast year.”
(Congressional Record, daily edition, vol. 151, June 16, 2005, p. S6742.)
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Asaresult, the net benefit of any such programis reduced by the amount of tax
that the individual hasto pay on the debt repaid.®

H.R. 1765 and S. 1255 would amend 26 U.S.C. 8108(f) to exclude student loan
repayments from gross income for the purposes of federal incometax. Thebill also
would amend 26 U.S.C. 8§3121(a) to exclude student loan repayments from the
definition of wages under the Internal Revenue Code and 42 U.S.C. 8409(a) to
exclude repayments from the definition of wages under Socia Security. The
amendments would apply to payments made in taxable years beginning after
December 31, 2004 (H.R. 1765) or on or after the act’s enactment in taxable years
ending after such date (S. 1255).

Reporting Requirement. OPM is required by law to report to Congress
annually on theimplementation of student |loan repayment programsin the agencies,
including the number and job classifications of federal employees receiving
repayments, and the cost of the repayments.”® The current statutory requirement is
for thereport to includeinformation on those agenci es having student | oan repayment
programs. Legidation (H.R. 1765, Section 3)"* now pending in the 109" Congress
would amend current law to require that the OPM report also includeinformation on
those agencies that have not implemented repayment programs.”

% Senator George V oinovich, Statement on S. 1255, Congressional Record, daily edition,
vol. 151, June 16, 2005, p. S6742.

0114 Stat. 1654A-316-1654A-317.

™ See the discussion of H.R. 1765 in the text under Legislation Pending in the 109"
Congress on Tax Implications.

2The amendment would apply to reports submitted after the end of the three-month period
beginning on the act’s enactment date. The legidation does not specify what information
would be provided on agencies that have not implemented repayment programs.
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Proposed Amendment to the Law.” Senator Akaka, for himself and
Senator Durbin, introduced S. 2450, the Homel and Security Education Act, onMarch
16, 2006. The bill was referred to the Senate Committee on Health, Education,
Labor, and Pensions. Section 11 of the legislation would amend Title 5, United
Sates Code, by adding a new Section 5379a authorizing the Director of OPM to
establish and administer a pilot program under which the student loans of federal
employees possessing science, technology, engineering, mathematics, and foreign
language skillswould berepaid. Thelegidation providesthat not lessthan three but
not more than five agencies could set aside funds for a student loan repayment
program under 5 U.S.C. 85379 to repay any student loan previously taken out by
employees possessing such skills deemed critical to the agencies under their human
capital strategic plans.” The repayments would be direct payments made on behalf
of anemployee. Agencies participatinginthe programwould berequiredto set aside
enough funds to repay the student loans of at least one-half of the number of
employees with the identified critical skills who are needed.

Loans Covered. Student loanseligiblefor repayment would be the same as
those covered by current law — loans made, insured, or guaranteed under parts B,
D, or E of Title IV of the Higher Education Act of 1965; and health education
assistance loans made or insured under Part A of Title VIl or Part E of Title VIII of
the Public Health Service Act.

Length of Program. The program would remain in effect for five years,
beginning on the enactment date of the proposed Section 5379a. Employees

™ Two bills pending in the 109" Congress, while outside the purview of this report, are
noteworthy. Inthe House, a provision to expand Section 428 of the Higher Education Act
wasincludedinH.R. 609, College Access and Opportunity Act of 2006, introduced by Rep.
John Boehner. The provision, to provide up to $5,000 in loan forgiveness to individuals
with Baccalaureate or advanced degrees who serve five consecutive years as full time
employeesin public serviceat thelocal, State, or federal levels, was offered as Amendment
No. 753 to H.R. 609 by Rep. Jon Porter, for himself and Reps. Rick Renzi and Robert
Andrews, on Mar. 29, 2006, and agreed to by voice vote. The bill passed the House on a
22110199 (Roll No. 81) voteon Mar. 30, 2006. (Congressional Record, daily edition, vol.
152, Mar. 29, 2006, pp. H1265-H1266.) In the Senate, legisation has been introduced to
authorize forgiveness of the remaining amount of some student loans of public sector
employees after 120 payments have been made under an income-contingent program. S.
371, College Quality, Affordability, and Diversity Improvement Act of 2005, was
introduced by Sen. Edward Kennedy, for himself and Sens. Christopher Dodd, Jeff
Bingaman, Patty Murray, Jack Reed, Hillary Clinton, and Barbara Mikulski, on Feb. 14,
2005, and referred to the Senate Committee on Finance. It is unclear from the legidlative
language of the bill if the proposal was also designed to exclude those amounts from
income. As drafted, it appears that the forgiven amounts would be included in the
individual’ sincome and taxable. For an analysis of income-contingent repayment, see The
Project on Student Debt, White Paper; Addressing Sudent Loan Repayment Burdens;
Srengths and Weaknesses of the Current System [Washington: DC], Feb. 2006, pp. 16-18,
and 24.

"« Agency” would mean any agency that, based on its human capital strategic plan, hasa
shortfall in the number of individuals possessing critical science, technology, engineering,
mathematics, and foreign language skills. “Human capital strategic plan” would mean an
agency’s strategic plan under 5 U.S.C. 8306.



CRS-21

recruited under the program who were in compliance with its requirements would
continue to receive benefits until the end of their service commitments.

Regulations. Not later than 60 days after enactment of the proposed Section
5379a and after consultations with the heads of agencies, the OPM Director would
propose regulations for the pilot program. The fina regulations would be
promul gated by the OPM Director not later than 180 days after the date on which the
comment period for the proposed regulations ends.

Reports. The OPM Director must report to the appropriate committees of
Congress on the program’ s implementation not later than 180 days after enactment
of the proposed Section 5379a. OPM’sannual report on the student |oan repayment
program under 5 U.S.C. 85379 must include information on the status of the Section
5379a program, including a determination of its impact in recruiting and retaining
employees possessing the identified critical skills and an assessment of whether it
should be expanded to other agenciesor to individual spossessing other critical skills.
Agency heads must provide any necessary information to OPM.

Authorization of Appropriations. Such sumsasmay be necessary to carry
out the proposed Section 5379a are authorized to be appropriated to enable the
federal government to recruit and retain employees with the identified critical skills.

Student Loan Repayments in the Executive Branch

Executive branch agencies have considerable flexibility to implement student
loan repayment programs. Two sample student loan repayment plans have been
published by OPM as guidance to the agencies.”” OPM also includes a summary of
agency best practices and lessons learned on its Internet website.” Among the best
practices listed are developing an online application system, using standard
application andjustification forms, and confirming that lendersare properly crediting
payments.

In April 2005, OPM submitted its report to Congress on the FY 2004 student
loan repayments.”” The OPM document is based on reports from the individual
agencieson their repayment programs. (Given that theindividual agency reportsare
not publicly available, CRS is unable to independently evaluate agency results.)
According to OPM, 26 agencies made repayments to 2,680 employees at atotal cost
of $15,028,432 in FY2004. Specificaly, the cabinet agencies made 2,102

> Available at [http://www.opm.gov/ocal/pay/StudentLoan], visited Apr. 6, 2006.

6 Available at [http://www.opm.gov/ocalpay/studentl oan/html/bestpractices.asp], visited
Apr. 6, 2006.

TU.S. Office of Personnel Management, Federal Student Loan Repayment Program Fiscal
Year 2004 Report to the Congress, April 2005, available at [http://www.opm.gov/oca/
pay/StudentLoan], visited Apr. 6, 2006. (Hereafter referred to as FY 2004 Repayment
Report.) The OPM report includes GAO and GPO, but theresultsfor these two agenciesare
not included in this discussion. See the Legidative Branch section in the text for
information on GAO and GPO.
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repayments and the non-cabinet agencies made 578 repayments. The average
payment was $4,856 (cabinet agencies) and $8,338 (non-cabinet agencies).

Asshownin Figures1 and 2, the number of employeesreceiving student loan
repayments and the cost of the repayments have grown significantly. For FY 2001,
OPM reported that one student loan repayment had been made; the Department of
Health and Human Services made a repayment of $6,000 for one employee.” In
FY 2002, 15 agencies made repayments to 521 employees at a total cost of
$2,561,328 and by FY 2003, 22 agencies made repaymentsto 1,802 employees at a
total cost of $7,984,207.” Table 1 inthe Appendix provides data on repaymentsin
executive and legidative branch agencies. Table 2 liststhe number of recipientsand
the cost of repayments for each of the executive branch agencies for FY 2002,
FY 2003, and FY 2004.

Figure 1. Student Loan Recipients
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"8 Letter to Rep. Hastert, Speaker of the House of Representatives, from Kay Coles James,
Director of the Office of Personnel Management, Mar. 29, 2002.

U.S. Office of Personnel Management, Federal Sudent Loan Repayment Program Fiscal
Year 2002 Report to the Congress, June 2003. U.S. Office of Personnel Management,
Federal Student Loan Repayment Program Fiscal Y ear 2003 Report to the Congress, May
2004. (Hereafter referredto asFY 2003 Repayment Report.) Available on the OPM website
at [http://www.opm.gov/oca/pay/StudentL oan], visited Apr. 6, 2006.
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Figure 2. Student Loan Repayments
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The top four agencies in terms of the number of employees receiving
repayments in FY 2004 were the Department of State (734 employees, up from 660
in FY 2003); the Department of Defense (702 employees, up from 469 in FY 2003);
the Securities and Exchange Commission (384 employees, up from 257 in FY 2003);
and the Department of Justice (331 employees, up from 160 in FY 2003).%°

Other agencies with more than 50 employees receiving payments in FY 2004
were the Department of Housing and Urban Devel opment (81), the Federal Energy
Regulatory Commission (78), the Department of Health and Human Services (55),
and the Department of Veterans Affairs (53). Seven agencieswere repaying student
loans for under 10 employees each.®

8 For FY 2002, OPM’s report to Congress showed that the Department of State had 407
employeesreceiving student |oan repayments, the Department of Defense had 6 employees,
the Securities and Exchange Commission did not have any employees, the Department of
Justice had 1 employee, and GAO had 169 employees receiving student loan repayments.

8 The agencies are the Environmental Protection Agency (seven employees), the
Department of Transportation (six), the Defense Nuclear Facilities Safety Board (five), the
National Archivesand RecordsAdministration (four), theNational Mediation Board (three),
the Committee for Purchase from People Who Are Blind or Severely Disabled (two), and
the Inter-American Foundation (one). (FY 2004 Repayment Report.)
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The OPM report also providesinformation on the occupations of the recipients
of repayments at the agencies with the largest participation in the student loan
repayment program as follows.

e At the Department of State, 547 recipients were members of the
Foreign Service (up from 472 in FY 2003) and 187 recipients were
Genera Schedule civil service employees (down by one).
Employeesin 41 different occupati ons received repayments, but the
greatest number of recipients were in the Foreign Service positions
of Political Affairs Officer (113, up from 97 in FY 2003), Public
Diplomacy Officer (90, up from 73in FY 2003), and Economist (89,
up from 85 in FY 2003).

e At the Department of Defense, employees in 81 different
occupations received repayments, but most of them were provided
to mechanical engineers (125, up from 98 in FY 2003) and nuclear
engineers (73, up from 47 in FY 2003).

e At the Securitiesand Exchange Commission, repaymentswere used
primarily to recruit and retain attorneys (239, up from 174 in
FY2003). Of the repayments made by the SEC, 75% were at the
annual maximum amount of $10,000.

e At the Department of Justice, the majority of repayments were
provided to attorneys (118, up from 61 in FY2003) and Special
Agents (92, up from 46 in FY 2003).2

Effectiveness of Student Loan Repayments. When asked by OPM in
2004 “if using student loan repayment had improved recruitment and retention
efforts,” 21 of the 27 agencies responding to the question reported “a positive
impact” while four agencies“ gave neutral responses, mostly stating it was too early
to determinethe effectiveness of the program.”® DOD provided an exampleto OPM
of resultsin these areas. During the previous two years, one DOD component had
recruited 335 college graduates in various career fields, thereby enabling the
component to meet its recruitment goals in the scientist, engineer, and information
technology fields. Asfor retention, aDOD component reported only five separations
out of 173 program participants.

Five agenciesreported to OPM that they were using student |oan repaymentsto
recruit Presidential Management Fellows (PMFs) or federal interns. For example,

At the Department of Education, student loan repayment contributed to the
successful recruitment of eight highly skilled PMFs during FY2004 ... the
Department of Energy reported that it was able to hire four high caliber
Technical Internsthat it probably would not have been ableto hirein the absence
of student loan repayment. After recruiting theseindividualsusing the program,

8 FY 2004 Repayment Report, pp. 6-7.
% |bid., p. 8.
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the Department ... has had success in retaining these employees by converting
them to permanent positions.®

OPM’s FY 2003 report noted: “The vast mgjority of the responding agencies
stated that the use of the program had assisted them in recruiting and retaining highly
qualified personnel.”® Comments from agencies using the program for recruitment
included statements that the repayments “allowed them to remain competitive with
the private sector in recruiting top notch employees,” heightened interest during
recruiting at college campuses, and aided workforce diversity. Agencies using the
program for retention said that the repayments reduced attrition among recent new
hires, permitted the filling of a position requiring a particular competency, and
positively affected the morale of employees, among other results.®

The majority of agencies told OPM in FY 2004 that they had not established
specific metrics to measure the effectiveness of student loan repayments as a
recruitment and retention tool. Five agencies, however, reported that they had
established metrics, three agencies were working to do so, and two agencies were
using metrics already available. Another agency, HUD, was identifying baseline
metricsfor its repayment program on employee satisfaction, participant versus non-
participant retention rates, and service agreement statistics.

Administration. Some agencies administer funding of the repayment
programs centrally, while other agencies delegate authority to component agencies
or organizations, and still others apply a case-by-case approach. OPM’s report
provides examples of each approach as follows.

HUD centrally allocates fundsfor repayments and offersthemto all qualifying
employees. The State Department’ srepayment program isboth centrally funded and
administered. Repayment decisions are amost entirely based on the recruitment
needs for specific posts or positions. Anindividual’s eligibility for arepayment is
determined by using six recruitment and retention difficulty factorsfor Civil Service
employees and 11 factors for Foreign Service employees. The repayment amounts
provided depend on annual funding and the number of employees eligible.

Asfor delegated authority, the Federal Energy Regulatory Commission allocates
salary funds to each of its program offices based on their full-time employment
totals, each office then determines, by managing-to-budget, the amount of
repayments. At the Department of the Treasury, several program offices have
reserved special funds for incentives, such as student loan repayments, for critical
positions requiring unique skills. DOD applies established criteria to justify and
budget for repayments that meet specific recruitment and retention needs.

On a case-by-case basis, a committee of three senior managers at the Export-
Import Bank reviews each request for student |oan repayment against factors such as

% |bid., p. 9.
& FY 2003 Repayment Report, p. 6.
% |bid.
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difficulty recruiting or retaining highly or uniquely qualified individual s, availability
of funds, the employee’'s performance, and the availability of other tools for
recruitment or retention.’

OPM stated that the “vast majority” of agencies reported in FY 2003 that
budgeting decisionsfor student |oan repayments were del egated to their component
organizations. Some agencies said that they “manage-to-budget” according to
available funding. Another agency reported that limited funds dictate that
repayments be justified against other types of incentives. OPM stated that it would
continue to assist agencies in establishing budget plans for loan repayments.®
Severa agencies not currently using student loan repayments noted that “lack of
funding for the program or general budgetary constraints’ was the reason.®

Barriers. Accordingto OPM, thethree primary barriersto using student loan
repayments are difficulty in funding the program, the tax liability of the repayment,
and the requirement of a three-year service agreement in return for a repayment.®
The FY2002 OPM report on the repayment program stated that several agencies
recommended that tax liability on repayments be eliminated and that the three-year
service requirement be reduced.” Legislation would be required to make these
changes. H.R. 1765 and S. 1255, the Generating Opportunity by Forgiving
Educational Debt for Service Act of 2006, which would address the tax liability
issue, are pending in the 109" Congress. (See the discussion under “Tax
Implications,” above.)

Publicity. The agencies reported using various means to publicize their
repayment programsin FY 2003. When the benefit isused for recruitment purposes,
“career fairs, website announcements, college placement office notices, college
recruiting trips, pamphlets and brochures, and job announcements’ are used to
announcetheavailability of thebenefit. “New employee orientation, agency intranet,
employee newsletters, employee guides, supervisor guides, briefings to managers,
supervisory training courses, email announcements, and tel egramsto of fices abroad”
are among the methods used to publicize the availability of repaymentsfor retention
purposes.*

The FY 2004 report notes that OPM hosted a focus group on student loan
repayments in September 2004, at which agencies with repayment programs

8 The information in the preceding five paragraphs is taken from the FY 2004 Repayment
Report at pp. 8-12.

8 FY 2003 Repayment Report, p. 7.
% |bid.

% FY 2004 Repayment Report, p. 12.
8 FY 2002 Repayment Report, p. 7.
2 FY 2003 Repayment Report, p. 6.
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exchanged information about the implementation of their programs. Increased use
of student loan repayments in FY 2005 is anticipated by OPM .

OPM’s Administrative Role. InaJuly 22, 2005, report on the student loan
repayment program, GA O suggested that OPM and the Chief Human Capital Officers
Council could improvethe efficiency, administration, and eval uation of the program

by:

Working with the agencies, [to] determine where program streamlining and
consolidation of agencies' administrativetasksaremost feasibleand appropriate,
and designwaystoimplement these programimprovements, especially thosethat
could be implemented governmentwide and the most cost-effective ways to
implement them. Examples of program improvements ... include creating a
central database of student loan lender information and establishing a shared
service center arrangement for student loan repayments.

Continu[ing] and expand[ing] on its efforts to provide agencies assistance and
to help facilitate coordination and sharing of leading practices... .

Hel p[ing] agenciesdeterminewaysinwhichthey can monitor long-termprogram
effects on their recruitment and retention needs, such as determining data to
collect and use asindicators of effects. This... could provide aconsistent set of
governmentwide indicators that would allow OPM to assess, and report to
Congress on, the program’ s overal| results achieved.**

OPM concurred with GAO’s recommendations and addressed the third
suggestion, related to data requirements and indicators, as part of its comments on
a draft of the report. The Enterprise Human Resources Integration (EHRI) data
warehouse, with more than 400 human resources, training, and payrol| dataelements,
will provide OPM with “agreatly improved ability to track and measure the success”
of the student loan repayment program by facilitating the establishment of data
reguirements and the creation of a baseline, according to the agency. The HR Line
of Businessinitiative, under which multiple agencies are served by afew providers,
may alow for consolidation and automation of the repayment program in a cost-
effective way.*

M anagersresponsiblefor administering student |oan repayment programsinthe
executive branch discussed the GAO recommendations at two forums hosted by
OPM on August 3, 2005, and December 14, 2005. Anissuereportedly examined at
the earlier forum focused on the responsibility of employees to have their student
loan papersinorder.* Following the August meeting, OPM encouraged departments

% FY 2004 Repayment Report, pp. 12-13.

% U.S. Government Accountability Office, Federal Student Loan Repayment Program;
OPM Could Build on Its Efforts to Help Agencies Administer the Program and Measure
Results, GAO-05-762 (Washington: July 2005).

% | bid., pp. 38-39.

% Karen Rutzick, “Agencies Seek to Iron Out Student Loan Repayment Details,”
(continued...)
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and agencies to “develop a budget plan for using recruitment and retention
incentives, including student loan repayments.”®” In aNovember 22, 2005, letter to
the Chief Human Capital Officers, OPM Director Linda Springer requested that
departments and agencies submit FY 2005 data to OPM for the annual report on
student loan repayments and identify ways OPM could assist them with their
programs. Shealso encouraged them to shareinformation on * best practices, lessons
learned, program effectiveness, metrics used to measure program SUCCESS,
establishing a business case, problem areas, or other relevant details.”*®

Student Loan Repayments in the Legislative Branch

There is considerable interest in student loan repayment in the legislative
branch, but no single policy for, or approach to, repayments currently applies evenly
across the entire legislative branch. The 1990 student loan repayment statute
(P.L.101-510) provided authority to GAO, GPO, and the Library of Congress to
establish student loan repayment programs. The FY2002 Legidative Branch
Appropriations Act (P.L. 107-68, H.R. 2647) provided the Senate and CBO with
authority to establish student |oan repayment programs. The FY 2002 Department of
Defense AppropriationsAct (P.L. 107-117, H.R. 3338) extended similar authority to
the U.S. Capitol Police.

As noted earlier, the House tried unsuccessfully in the 107" Congress to
establishment a repayment program for its employees. A House bill (H.R. 2555),
referred to two House committees, proposed that a student loan repayment program
be authorized for the entire legidative branch. No further action was taken on this
bill. Early inthe 108" Congress, however, Congress passed legislation authorizing
aprogram for House employees under P.L. 108-7, the Consolidated Appropriations
Resolution, 2003.

Confereesto the FY 2002 Legid ative Branch Appropriations bill* directed the
Legidative Branch Financia Managers Council (LBFMC)® to “develop, in
consultation with all Legidative Branch entities the controls and criteria that will

% (...continued)
Government Executive, Aug. 3, 2005.

9 U.S. Office of Personnel Management, OPM Encourages Agencies to Use Federal
Sudent Loan Repayment Program as Hiring Incentive and Retention Tool, Aug. 8, 2005.

% U.S. Office of Personnel Management, Memorandum for Chief Human Capital Officers,
FromLindaM. Springer, Director, Fiscal Year 2005 Sudent Loan Repayment Report, Nov.
22, 2005.

% H.R. 2647, H.Rept. 107-259.

100 Eqtablished by charter in March 1996, the Council’ smissionisto promote more effective
financial management of the legislative branch, and worksto ensure that efficient and cost-
effectivefinancial systemsareavailableto support decision making. The Council comprises
the financial managers of legislative branch entities (including the Architect of the Capitol,
theU.S. Capitol Police, CBO, GAO, the House of Representatives, the Library of Congress,
the Office of Compliance, and the Senate).



CRS-29

govern [student loan repayment] program implementation.” The LBFMC was
directed to perform acomparative analysi s between entity implementing regul ations
and governing controls and criteria. The LBFMC consulted with each legidative
branch entity, completed a comparative analysis, and devel oped governing controls
and criteriarecommendations for the repayment programs in the legislative branch.
The LBFMC reported the results of the analysis and recommendations to the House
and Senate appropriations subcommittees on the legidative branch on February 27,
2002. Theserecommendationsincluded guidelinesfor the purpose of therepayments,
designation of authorizing officials; service agreement criteriaand duration; amount
and size of repayments; digibility for repayments; eligible loans; repayment
exceptions and waivers; records and reports; and review of the program. The
recommendationswould providefor consistent application of the program, yet at the
same time permit some flexibility. For instance, the duration of the service
agreement would necessarily be different for the House and the Senate due to the
congressional election cycles. In genera, the legidative branch agencies have
modeled their programs on the recommended guidelines.

Seeking to be competitive with other employers, Congress and several
legislative branch entities have established or continue to consider the loan
repayment programs as a possible tool to recruit highly qualified and talented
individuals, as part of benefits packages.*®

Service agreements in the legidative branch agencies vary from one to three
years. For the House and Senate, the requirement for a shorter service agreement
than the executive branch (one-year agreement) is attributed to the impact that
election cycles and possible changes in Congress' majority/minority composition
may have on the individual Members offices, committees, and administrative
support offices.

Table 1 includes data on repayment programs in the legislative branch.

Need for Congressional Program. Some Membersin both the Senateand
the House, concerned about high turnover and “brain drain” in their personal and
committee offices, have expressed varying degrees of interest in and support for
student loan repayment programs. Congressional staff, on average, tend to be
younger than other federal empl oyees, and many arerecent college graduatescarrying
significant student loan debt. Accordingto the 2001 Senate Staff Employment Sudy,
conducted by the Congressional Management Foundation (CMF),'%? in the offices
that responded, about 86% of Senate staff held at |east abachelor’ s degree and about

101 | egislative branch support agencies also have offered the flexibility (or are seeking
authority to offer greater flexibility) to establish selected family-friendly policies such as
flexitime, child care, and telework, as well as the promise of professiona training and
development, upward mobility, and recruitment bonuses.

102 Established in 1977 by former congressional staff to help improve congressional office
management practices, the Congressional Management Foundation is a nonprofit,
nonpartisan organization. The studies of the Senate and House apply only to congressional
staff in personal offices, not to leadership or committee staff.
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20% had advanced degrees.’® The 2004 House Staff Employment Sudy found that,
in the offices that responded, 70% of House staff held a minimum of a bachelor’s
degree and 17% held advanced degrees.'*

Proponents of the repayment program want the same tools as other federa
employers to attract and retain high caliber individuals. Others do not see the
necessity for astudent loan forgiveness program asarecruitment incentive, however,
because they find no lack of highly qualified applicants for congressional jobs.
Working for acongressional office or committeeis viewed as highly desirable, and
these staff positions have a certain cachet that, arguably, makes them at least as
desirable as other federal jobs.'®

Congress watchers observe that congressional staff tenure is relatively short
because congressional salaries cannot compete with those in the private sector, the
hours are long, and the workload is heavy. Even under such conditions, thousands
of highly qualified individuals flock to Capitol Hill for the opportunity to work for
aMember of Congress or congressional committee, to haveinput into public policy,
and to play arolein shaping the nation’ slaws. Some observers maintain that a high
percentage of staff never intend to stay long, and view the Hill experience as a
launching pad from which to reach other career goals.’®

Ontheother hand, inthe view of many, whilerecruitment of congressional staff
is not a problem, retention is. According to the CMF 2001 Senate study, 50% of
Senate staff had |less than oneyear of experiencein their current positions, including
52% of communication directors, 44% of legislative assistants, 73% of legidative
correspondents, 50% of legislative directors, and 34% of chiefs of staff.'”” Results
of the CMF 2004 House study indicated that over 60% of House staff have two or
fewer years experience in their current positions, including 39% of chiefs of staff,
64% of legidative directors, and 66% of press secretaries.'® Turnover ishigher for
entry-level positions.

103 Sheree L. Beverly, 2001 Senate Staff Employment Sudy (Washington: Congressional
Management Foundation, 2002). This study was based on 62 Senate offices responding to
the CMF questionnaire. (Hereafter referred to as 2001 Senate Staff Employment Study.)
Thisisthe most recent report available.

104 CMF produced the study, 2004 House Saff Employment Sudy, for the Chief
Administrative Officer of the House of Representatives. Questionnaires were sent to 440
House personal offices, and the study was based on the responses of 212 House offices.
(Hereafter referred to as 2004 House Staff Employment Study.) See p. 85 for education
statistics.

195 Congressional Quarterly, Inc., Guideto Congress, 5" ed., vol. 1 (Washington: CQ Press),
p. 581.

1% Roger H. Davidson and Walter J. Oleszek, Congress and Its Members, 9" ed.
(Washington: CQ Press), p. 219.

1072001 Senate Saff Employment Sudy.
108 2004 House Saff Employment Study, p. 82.
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High staff turnover not only affects an individual Member's office or a
committeeon whichtheMember serves, but a soisaqualitativeand quantitativeloss
to Congress as an ingtitution. The potential disruption to the smooth operations of
acongressional office or committee, and the time needed to recruit, interview, hire,
and train new staff isacost that has not been precisely calculated. Thisconcern has
led the Senate and the House to establish student loan repayment programs, which
are detailed below.

Senate. Senateemploying officeshavetheauthority to establishastudent loan
repayment program under the FY 2002 Legidlative Branch Appropriations Act (P.L.
107-68) for recruitment and retention purposes. The act authorizes the head of a
Senate employing office, at hisor her discretion, to establish aprogram under which
the office may agree to repay student |oan debt by direct payments on behalf of the
Senate employee.

Under P.L. 107-68, the authorized appropriation for the program for the
persona office of a Senator is to equal 2% of the total sum appropriated for
administrative and clerical salaries. The amount for all other employing offices
(committee, leadership, and administrative) is 2% of thetotal sumsappropriated for
thefiscal year for the salaries of those offices. For Senate committees, the funds are
to be apportioned between the majority and minority staff. The Secretary of the
Senate established a central account specifically for the program from which
repayments are made available, and within that account there are sub-accounts for
each employing office from which the student |oan repayments are to be made. The
authorization applies to FY2002 and each fiscal year thereafter, and is subject to
annual appropriations.

The Senate began implementation of student loan repayments in mid-March
2002. A minimum one-year service agreement is required, with the possibility of
additional one-year agreements.'® The monthly maximum is$500 ($6,000 per year)
over a12-month period with atotal limit of $40,000. Thereare no plansat thistime
to increase the monthly or aggregate amounts permitted for repaymentsto the levels
authorized for executive branch employees ($10,000 per year, $60,000 aggregate).
The program has components similar to those provided for the executive branch,
including the requirement that an employee must repay the benefit if the employee
does not fulfill the terms of the service agreement. The benefit is not an entitlement
or a guarantee of continued employment. The repayment may be made on current
and outstanding specified loans only, and the amounts are in addition to basic pay
and subject to taxes. Thetypes of eligible |loans are the same as those approved for
the executive branch.

The Secretary of the Senate has provided offices with guidance on the stepsto
implement the student loan program, and has prepared a standard service agreement
for the use of employing offices. Written service agreements must be signed and
submitted to the Senate Disbursing Office, which will make the repaymentsdirectly
to the lender.

19 The shorter service agreement requirement takesinto consideration the unique realities
of the Senate election cycles, and any potential changesin the majority in the Senate.



CRS-32

At the April 13, 2005, Senate Appropriations Subcommittee on Legislative
Branch hearing on the FY 2006 appropriations bill, the Secretary of the Senate
reported that a survey on the student loan program was conducted about a year ago.
Sixty offices out of 140 Senate offices (personal, committee, leadership, and
administrative) responded to the survey, and the responses indicated strong support
for the program. Although thereis no statistical evidence that the benefit has been
an effective recruitment and retention tool, the secretary stated that thereisanecdotal
evidence that Senate offices view it as an effective tool. Each of the Senate offices
participating in the program varies in the benefit amounts, up to the program
maximum of $500 amonth, and each setsits own program within the parameters of
the law. Currently, some 126 offices are providing the student loan repayment to
nearly 900 Senate employees at a cost of about $3 million (an average of
approximately $3,333 ayear per employee). The administration of the program is
quite complex; and the secretary indicated that at times as there could be as many as
100 lendersto pay, with many lending institutions being sold and re-managed, and
stated that efforts were underway to streamline the processin paying lenders. At the
hearing, Senator Durbin expressed the hope that information be gathered and
safeguards be put in place to prevent abuses and waste and to enhance the initial
goals of the program (recruitment and retention). The Secretary of the Senate stated
that she looked forward to working on this with the Senator.**°

House of Representatives. Under the Consolidated Appropriations
Resolution, 2003 (P.L. 108-7), the House was granted authority to establish astudent
loan repayment programfor itsemployees. The Committeeon House Administration
directed the Chief Administrative Officer (CAQO) to design and administer aprogram
modeled after the Senate’'s and, in general, executive branch repayment programs.
Likethe Senate program, the House program requires aone-year service agreement,
with the possibility of additional one-year agreements. The maximum monthly
payment is $500 ($6,000 annual) with atotal limit of $40,000 per employee. There
are no plans at thistime to increase the annual and aggregate amounts permitted for
repayments to the levels authorized for executive branch employees.

A central account, administered by the CAO, funds the House repayment
program; thus, costs do not come from the Member’ s Representational Allowance
(MRA), or committee or office budgets. The personal office of aMember, Delegate,
or Resident Commissioner is to be allocated an amount equal to 2% of the average
MRA for al Member offices for the year. For other House employing offices, an
amount equal to 2% of the salaries and expensesfor the year isto be made available.
The House Offices of Finance and Human Resources have established a reporting
mechanism by which Member personal offices, House officers, and other House
offices are informed of monthly student loan repayments made to the participating
offices.

The CAO has prepared a standard written agreement for the officesto use. If
a House employee violates or leaves the office before fulfilling the terms of the
service agreement, the employee must pay back the benefit. The benefit is not an

110 Remarks during Senate Appropriations Subcommittee on Legislative Branch
Appropriations Hearings on FY 2006, April 13, 2005.



CRS-33

entitlement or a guarantee of continued employment. The decision for granting the
benefit is at the sole discretion of each employing office, subject to law and
regulations. Repayments may be granted only to full-time employees. Interns,
volunteers, unpaid staff, and Members are not eligible for the program. The
repayment may be made to current and outstanding specified loans only, it must be
paid directly to the lender, and payments are counted as taxable income.

At the beginning of March 2003, the Committee on House Administration held
briefings on the repayment program for leadership, committee, and personal offices.
Details about the repayment benefit are available on the committee’ s website, at
[ http://www.house.gov/cha/studentl oan.htm].

Student loan repayments began in the House in May 2003. The House
Committees on Appropriations and House Administration receive annual reportson
student loan repayments made on behalf of House employees.

InFY 2004, atotal of 2,102 House empl oyeesin 465 Member offices, leadership
offices, committees, and administrative support offices received the repayment
benefit. The repayments ranged from $300 to $500 a month per employee, and the
House spent atotal of $7,075,000 (an average of $3,366 ayear per employee) for the
program during the fiscal year. In FY 2005, the total monthly limit of repayment
benefits for each individual Member’s office is $2,147. The repayment program is
generally viewed as useful for both recruitment and retention.**

According to the CMF 2004 House Staff Employment Study, a majority (63%)
believed that the repayment program helped the offices with recruitment and
retention.”? About 11% of the offices said they did not believeit assisted with these
goals and nearly 26% were “not sure” of the impact.

Other Legislative Branch Entities. Congresshasindicated concern about
impending retirements within the federal workforce*** and in the legislative branch.
As with executive branch agencies, severa legidative branch entities have
implemented programs or are currently considering or formulating possible student
loan repayment programs for their respective employees.

111 Based on tel ephone conversation with the Office of the Chief Administrative Officer on
May 12, 2005 and June 7, 2005.

112 440 offices were surveyed and 212 offices responded.
113 CMF 2004 House Staff Employment Study, p. 59-61.

14 U.S. Congress, Senate Committee on Governmental Affairs, Report of Senator Fred
Thompson on Management Challenges Facing the New Administration, 106™ Cong., 2™
sess,, S.Prt. 106-62 (Washington: GPO, 2000). U.S. Congress, Senate Committee on
Governmental Affairs, Subcommittee on Oversight of Government Management,
Restructuring, and the District of Columbia, Report to the President: The Crisisin Human
Capital, 106™ Cong., 2™ sess., subcommittee rept. prepared by Sen. George V. Voinovich,
Chairman (unpublished: 2000).
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Legidlative branch entities are planning for substantial retirements in their
respective agenciesover the next several years. For example, by the end of FY 2006,
30% of al employees at CBO will be éligible for retirement, including 22% of
analysts and 46% of managers.*™> The Library of Congress estimates that 32% of its
employees, including 27% of information technology specialists, will be eligiblefor
retirement by that date.*® Thirty-eight percent of Congressional Research Service
(CRS) employees will be éligible to retire by the end of FY 2006, including 40% of
the research and analytical staff and 79% of senior management.**” At GAO, more
than 28% of the analysts and 61% of senior executiveswill beeligiblefor retirement
by the end of FY 2009."

Theseagencieshave devised strategi ¢ plansto repl ace seasoned empl oyeeswho
retirewith highly qualified and skilled personnel. Some agencies view student loan
repayment programs as an attractive additional component to the benefits package
available to potential candidates who might have heavy student debt.

The authority of the legislative entities to establish student loan repayment
programs and the status of the programs are discussed below.

U.S. Capitol Police. TheFY 2002 Department of Defense AppropriationsAct
(P.L. 107-117, H.R. 3338) authorized the U.S. Capitol Police to establish a student
loan repayment program similar to those established under P.L. 101-510.
Subsequently, the Consolidated A ppropriations Resolution, 2003 (P.L. 108-7, H.R.
5121), authorized an educational assistance program for Capitol Police employees.
Under this law, the Chief of the Capitol Police may recruit and retain qualified
personnel using incentives such as student loan repayment, educational and tuition
assistance, training, and career development programs. Currently, repayments of up
t0$10,000 annually and up to $40,000 in the aggregate per employee arepermissible.
These amounts include monies granted to an employee for student |oan repayment,
and tuition reimbursement and assi stance expected to be implemented soon. Service
agreements are for two years.

In December 2003, the Capitol Police issued regulations for the repayment
program and began making loan repayments in May 2004 in support of efforts to
recruit and retain highly qualified employees, mainly law enforcement professionals
and some human resourcesand information technology specialists. For FY 2004, 107
Capitol Police employees were given the repayment benefit at a total cost of
$944,000 (an average of $8,822 per employee). In FY 2005, the Capitol Police
estimates that $1.1 million will be spent on repayments, and the FY 2006 budget
request for the repayment is $1,383,000.

15 Information provided to CRS by CBO staff by electronic mail on June 8, 2004.

118 | nformation provided to CRS by Library of Congress staff by electronic mail on June 9,
2004. The data do not include the Congressional Research Service.

17 |nformation provided by CRS staff by electronic mail on June 3, 2004.
118 | nformation provided to CRS by GAO staff by electronic mail on June 3, 2004.
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No studiesor surveyson the program’ seffectivenessin recruitment or retention
are currently available, partly becauseitisstill new. The Capitol Police have stated
however, that there is anecdotal evidence the program is attracting law enforcement
candidates and reducing attrition. In the aftermath of the September 11, 2001,
terrorist attacks and concerns about bio-terrorism, the Capitol Police lost many
officerswho took employment in other federal agenciesor inthe private sector. The
agency has found the program to be useful in the intense competition for law
enforcement professionals. The Capitol Police also noted that many more of their
sworn officers who have been recruited hold degrees.**®

Congressional Budget Office (CBO). Authority for CBO to establish a
student loan repayment program was provided for under the FY 2002 Legidative
Branch Appropriations Act (P.L. 107-68, H.R. 2647). Currently, approved
employees are eligible for repayments of up to $6,000 (annual) and up to $40,000
(aggregate). In February 2003, CBO established guidelines for the program and
began to offer the benefit as arecruiting tool for analysts specializing in the areas of
health, finance, and tax. For FY 2003, CBO received $30,000 to fund the program.
For FY2004, CBO requested $25,000, received a budget of $15,000, and spent
$14,683 for three employees (an average of $4,894 a year per employee). For
FY 2005, CBO requested and received $25,000. To date, CBO has spent $6,000 and
provided benefits to one employee. CBO again requested $25,000 for FY 2006.'%°

Government Accountability Office (GAO). Authority for astudent loan
repayment program is provided for GAO under P.L. 101-510. GAO issued thefinal
order to implement the program on June 7, 2002. Each fiscal year, GAO allocates
funds to be used for the program based on GAO’s Human Capital Office estimates
of program participation in agiven fiscal year.

For FY2002, GAO reguested $410,000, and spent $611,112 to provide 169
employees with the repayment benefit. For FY 2003, GAO requested $810,000, and
spent $950,497 to give the benefit to 231 employees. Congress appropriated the
requested amount in both these fiscal years, and GAO supplemented the additional
amounts from its base budget.

For FY 2004, GAO requested $1,154,000, and spent $1,146,295 in repayments
to 237 employees (an average of $4,837 per employee). For FY 2005, GAO requested
thesameamount asfor FY 2004, and expectsto providerepaymentsto approximately
the same number of employees. GA O estimates up to 255 employeesmay participate
in the repayment program for this fiscal year. Depending on GAO’ s appropriated
budget for FY 2006, the agency plans to spend between $1,025,000 and $1,497,500
for the repayment program.'#*

119 Based on a telephone conversation with staff of the U.S. Capitol Police, Office of
Financial Management, budget office on April 27, 2005 and June 8, 2005.

120 Based on email from staff of the Congressional Budget Office on April 28, 2005.

121 Based on email from GAO on April 28, 2005 and telephone conversation on May 17,
2005. The data presented are the most current and may differ from the OPM statistics
because of differencesin the reporting date.
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In the spring of 2004, GA O conducted an evaluation of the FY 2003 repayment
program in aweb survey. The question concerning the efficacy of the program read
asfollows. “The purpose of the student loan repayment program isto repay all or
part of a student loan to facilitate the recruitment or retention of highly qualified
employees. Overall, how much influence does the student |oan repayment program
have on your decision to stay at GAO?’ A total of 286 respondents answered as
follows:

Great Influence 18.9%
M oderate Influence 25.9%
Some Influence 17.1%

Littleor noinfluence  30.1%'%

Government Printing Office (GPO). Authority to establish astudent loan
repayment program is granted to GPO under P.L. 101-510. GPO implemented a
repayment program in April 2002, and sincethat time, 52 employees have received
repayments. The program is funded from GPO’ srevolving fund. In FY 2004, GPO
provided 28 employees with the benefit at a cost of $253,638 (an average of $9,059
ayear per employee). The estimate for FY 2005 isto provide 25 employeeswith the
repayment benefit at a cost of about $175,000.%

Library of Congress (LOC) (including the Congressional Research
Service (CRS)). Authority for the Library of Congress to establish astudent loan
repayment program is provided for under P.L. 101-510. The Library issued final
regul ations on the student |oan repayment program on October 7, 2002, and revised
thoseregulationson May 5, 2004.*** CRS requested, but did not receive, funding for
arepayment programin FY 2003 and FY 2004. In FY 2005, Congressdid not approve
aproposal for CRS to establish a pilot repayment program.

Library offices (not including CRS) are absorbing costs for the repayment
program withintheir base budgets becausethe Library did not receivefunding for the
program in both FY2004 and FY2005. The Library did not request funds for
FY2006. In FY 2003, the Library provided the repayment benefit to two employees
and in FY 2004, to eight employees at atotal cost of $46,000 (an average of $5,750
ayear per employee). InFY 2005, the Library anticipates providing benefitsto seven
employees at atotal cost of approximately $41,000.*%

122 Any GAO employee could answer the survey. Based on an electronic mail transmission
from GAO on June 6, 2005.

123 Based on emails from the GPO budget office on May 12 and May 13, 2005. The data
presented arethemost current and may differ fromthe OPM stati sticsbecause of differences
in the reporting date.

124U.S. Library of Congress, Regulations, Repayment of Student Loans. LCR 2017-6. May
5, 2004.

125 Based on information provided by the Budget Office of the Library of Congresson April
26, 2005.
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The Architect of the Capitol*® and the Office of Compliance®” each have
examined the repayment program as a possible recruitment and retention tool.
Although each agency requested authority to establish a student loan repayment
program in the past, Congress did not grant the requests.

Student Loan Repayments in the Judicial Branch

The Administrative Office of theU.S. Courtsadministers personnel policiesfor
thejudicial branch. According to the Office, consistent with Judicial Conference of
the United States policy, statutory language was included in courts improvement
legislation in the 108th Congress (H.R. 1302 and S. 2396)'® that would have
authorized judicial law clerks working full-time to defer payment of principal and
interest on federally insured student loansfor up to threeyears (typically thetermlaw
clerksserve). A similar legislative proposal was submitted to the 109" Congressin
March 2005, but has not been introduced. The authority is sought to enable federal
judges to be more competitive with law firms in hiring new attorneys as clerks.
Unlike executive branch agencies, the Judiciary has not sought statutory
authorization to useits appropriated funds to repay student loans as arecruitment or
retention incentive for prospective or current employees.’

Issues for Consideration

Agenciesmay consider several issuesasthey implement student |oan repayment
programs or determine whether the establishment of such programsis desirable or
feasible. Among theseissues are how the program will be funded, the length of the
service agreement between the agency and the employee, the criteriafor igibility,
and the kinds of program data to be collected. Each is discussed below.

126 The AOC requested, but was not granted, authority to establish arepayment programin
its FY 2003 and FY 2004 budget proposals. No request was made in FY 2005 or FY 2006.
Based on atelephone conversation with Architect of the Capitol staff on April 27, 2005.

127 The Office of Compliance requested, but was not granted, authority for a repayment
program in FY 2004 or in FY 2005, and did not request authority in FY2006. Based on a
telephone conversation with Office of Compliance staff on April 29, 2005.

128 H.R. 1302, Federal Courts Improvement Act of 2003, wasintroduced by Representative
Lamar Smith on March 18, 2003, and wasreferred to the House Committee on the Judiciary
thesameday. The Subcommittee on Courts, the Internet, and Intellectual Property marked-
up the bill and forwarded it to the full committee on March 20, 2003. S. 2396, Federal
CourtsImprovement Act of 2004, wasintroduced by Senator Orrin Hatch on May 10, 2004,
and was referred to the Senate Committee on the Judiciary the same day. Neither bill saw
further action.

129 Information provided by electronic mail to CRS by Administrative Office of the U.S.
Courts staff on May 3, 2005.
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Funding

While P.L. 101-510, as amended, provides authority to executive and certain
legidlative branch support agenciesto establish student | oan repayment programs, the
law does not provide funding to implement those programs. The legislative history
of the 1990 law is clear that the authority is to be used “sparingly” and that no
additional appropriations were anticipated. Despite this intention, a specific
appropriation for repaymentsis sometimes requested and received by agencies. The
Department of State, for example, requested an appropriation of $7 million for
FY 2002 and received an appropriation of $2 million for such repayments.**®* The
FY2002 Legidative Branch Appropriations Act (P.L. 107-68) authorized
appropriations for a student loan repayment program for Senate employing offices
in FY 2002 and each succeeding year. Not all agenciesreceive specific fundsfor the
program, however. Absent this, agencies must prioritize among all available
recruitment and retention incentives, including student loan repayments, and then
allocatefundsaccordingly from existing pay and benefitsprograms. A consideration
might be how to use the funding available for incentives in a manner that would
benefit the greatest number of employees.**!

The U.S. Commission on National Security/21% Century, known as the Hart-
Rudman Commission, recommended that additional funds “to maximize agencies
optionsin recruiting and retaining high-quality personnel” be provided. Identifying
student loan repayments as one of many incentive programs designed to recruit and
retain employees, the commission stated that the lack of agency use of the programs
resulted from a“lack of funds.” The commission noted that, “Because all incentive
programs are drawn from the same pool of money asthat for salaries, administrators
must trade off incentives for some employees against the ability to hire additional
personnel.” The commission aso recommended loan forgiveness for those
individuals in science, mathematics, and engineering entering civilian government
or military service.*®

Required Service Agreement

Currently, aservice agreement of at |east threeyearsisrequired intheexecutive
branch. In the legidative branch, the service agreement varies from one to three

130 Telephone conversation with Department of State staff on Feb. 6, 2002. P.L. 107-77,
Nov. 28, 2001, 115 Stat. 783; U.S. Congress, Conference Committees, Making
Appropriations for the Departments of Commerce, Justice, and State, the Judiciary, and
Related Agenciesfor the Fiscal Year Ending September 30, 2002, and for Other Purposes,
conference report to accompany H.R. 2500, 107" Cong., 1% sess., H.Rept. 107-278
(Washington: GPO, 2001), p. 145.

31 The National Treasury Employees Union (NTEU) “strongly supports’ the student loan
repayment program, but is concerned that “no new funding was authorized.” NTEU is
“hopeful Congress will provide additional funding to help agencies pay for this important
benefit, and that Congress will require agencies to utilize thisincentive authority.” NTEU
statement received by CRS by facsimile on July 18, 2001.

132 J.S. Commission on National Security/21% Century, Road Map for National Security:
Imperative for Change; The Phase |1l Report (Washington: Feb. 15, 2001), pp. 99 and 125.
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years. Among the considerationsthat might enter into an agency’ sdiscussion of the
appropriate length of a service agreement are these: Whether the repayments are
used to recruit or retain employees, the time and resources that would be expended
to hire and train empl oyeesto replace those who areleaving, thetimethat it takesfor
newly hired employeesto develop expertisein their positions, and whether aservice
agreement longer than the minimum would diminish the interest of employees in
working in agencies with extended requirements. Additionaly, a Member of
Congress stenurein office may affect the decision on thelength of the service period
required in House and Senate offices.

Eligibility Criteria

When publishing the proposed regulations, OPM identified five factors to be
considered in determining whether the loan repayments shoul d be authorized and the
amount of such payments. The factors were:

the success of recent effortsto recruit high quality candidates;
labor market factors affecting recruitment;

specia qualifications or education needed;

the cost of training current versus new employees; and

the practicality of using other recruitment and retention incentives.

OPM’sfinal regulations noted that because “ Several agencies complained that
the ‘factors to be considered’ portion of the [Criteria for Payment] section were
overly restrictive and burdensome,” these were deleted from the fina rules!®
Requirements for written determinations of the need for the repayments based on
recruitment and retention (see the “Criteria for Repayments’ section above) were
retained in the final regulations.

In final regulations implementing the amendments to the law, OPM noted a
suggestion that the term “highly qualified personnel” be defined in the regulations.
OPM stated that it did not adopt this suggestion because “ A standard definition of
‘highly qualified personnel’ may limit agenciesin their use of thisauthority, asthere
are many ways in which [individuals] may be deemed highly qualified in relation to
the duties they perform or the skills they possess.”!* As for making the
determination that an employee would likely leave government service without the
repayment benefit, OPM stated that theregulationsgive agencies“widelatitude” and
do not require* proof from aprivate sector employer” to use repayment asaretention
incentive.**

Theflexibility inherent in the OPM criteriafor student oan repayments may be
considered by agencies in deciding whether repayments or other recruitment and
retention incentives would best meet their needs. The desire to fairly administer a
repayment program and not adversely affect employee morale may prompt

13366 FR 2790.
13466 FR 39405.
3 |bid.
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consideration of these issues: whether just new recruits or both new recruits and
current employees would be eligible for student loan repayments, the capability of
new recruits to repay their student loans depending on the pay grade at which they
are hired, and the fact that some current employees may have already recently paid
off their student loans.**

Records and Reports

The student |oan repayment law requires agenciesto report annually to OPM on
the number and job classifications of employees receiving student |oan repayments
and the cost of providing the repayments. The regulations state that cost is defined
asthetotal amount of student |oan repayments and not the costs of administering the
program. Under the regulations implementing the law, records on student loan
repayments must be maintained by the agencies for three years, or until after OPM
formally evaluates the program, whichever comesfirst. OPM must report annually
to Congress on agencies’ use of student loan repayments.™’

In Congress, the Senate Disbursing Office, under the Office of the Secretary of
the Senate, reports annually to the Committee on Appropriations and to the
Committee on Rules and Administration on the loan repayments made to Senate
employees. The Office of the Chief Administrative Officer reports annually to the
Committee on Appropriations and the Committee on House Administration on
repayments made to House employees.

Agencies might examine whether student loan repayment records should be
maintained beyond the period prescribed by regulation. A longer period of record
keeping might be useful if an employeeleavestowork at another federal agency and,
in turn, also receives loan repayment from that agency. The collected data could be
useful in evaluating the cost, desirability, feasibility, and effectiveness of the
programs. Pilot programs, instituted to test the effectiveness of repayments in
meeting workforce management goal s, could serve as models for other agencies as
yet undecided about establishing repayment programs.

% The American Federation of Government Employees (AFGE) “very much favors’ the
benefit for both recruits and incumbent employees and believes that it might help current
employees to advance themselves and remain in government service. The National
Federation of Federal Employees (NFFE) views the program as a good recruitment and
retentiontool. NTEU “believe[s] that agencies should give priority consideration to using
thisincentive to retain those individual s already in the government workforce before using
it asarecruitment incentive.” Telephone responses from AFGE (July 18, 2001) and NFFE
(July 16, 2001) and NTEU statement received by CRS by facsimile on July 18, 2001.

137 Although the law does not specify the committees, the Senate Committee on
Governmental Affairs and the House Committee on Government Reform, in general, have
exercised jurisdiction over federal employee issues. Other committees, such as
Appropriations, also may have an interest in seeing the reports.
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Oversight of Repayment Programs

In order to enhance the oversight of student loan repayment programs, OPM
may want to expand the information provided in its annual report to Congress.
Additional datathat could be reported might include the costs of administering such
programs, the number of individuals who |eave government service after receiving
repayments and completing the minimum required service period; the number of
individuals who have been granted waivers from repaying the benefit if they do not
fulfill the service agreement (an agency head may waive the repayment for reasons
of equity or public interest); and the attrition rates of employees both receiving and
not receiving repayments. Other information that could be included in the OPM
report might be the composition as to sex and race of recipients, to determine
whether the program isbeing administered in an equitable manner, and detailson the
written determination document that recipients sign to attest that they would leave
federal servicein the absence of the student |oan repayment.

Congress, OPM, and the agenci esthemsel ves al so may wish to examinewhether
the intent of Congress that repayments be used sparingly and with great discretionis
being fulfilled. Individual executive agency reports on student loan repayments are
not available publicly. Perhapsagencieswould consider posting thesereportsontheir
Internet websites. Oversight of the repayment programs may be strengthened by
evaluations conducted by agency Inspectors General or the National Academy of
Public Administration.

Currently, several agencieshaveanecdotal evidenceontheeffectivenessof their
student loan repayment programs. Some agencies are into their fourth year of using
the incentive while others have one to three years of experience with the program.
In order to further assesstheimpact of repayments, agencies may institute systematic
entrance and exit interviews that query their employees on the importance of
receiving student loan repayments compared to other available recruitment and
retention incentives. In addition, the recruitment and retention resultsfor new hires
who received and did not receivethe repayments could be compared to determinethe
effectiveness of the repayments.
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Appendix
Table 1. Student Loan Repayment — Executive and Legislative Branch Agencies
In FY2004
Agencies Authority Payment Service Number of Average Total Cost of Types of Positions
Amount Agreement Recipients Repayment Repayments
(Limit) Amount

Executive branch — P.L. | $10,000 per at least 3 years 2,102 $4,856 $10,208,826 | Accountant, Analyst,
Cabinet Agencies 101-510 year; Attorney, Economist,
(1990); P.L. | $60,000 total Engineer, Scientist

106-398

(2000); P.L.

108-123

(2003); P.L.

108-136

(2003)
Executive branch — Sameas | $10,000 per at least 3 years 578 $8,338 $4,819,606 (in addition to
Non-Cabinet above year; positions listed
Agencies $60,000 total above) Archivist,
Contracting,
Information
Technology, Loan
Specialist, Public
Affairs, Social
Science
House of P.L.108-7 $500 per 1year 2,102 $3,366 $7,075,000 Legislative,
Representatives (2003) month, Administrative, and
$40,000 Technical Positions
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In FY 2004
Agencies Authority Payment Service Number of Average Total Cost of Types of Positions
Amount Agreement Recipients Repayment Repayments
(Limit) Amount
Senate P.L. 107-68 $500 per 1year 900 (approx.) | $3,333 (approx.) $3,000,000 Legislative,
(2001) month, (approx.) Administrative, and
$40,000 Technical Positions
Congressional Budget P.L.107-68 $6,000 per 3years 3 $4,894 $14,683 Financial Analyst,
Office (2001) year, Health Analyst
$40,000 total
Government Sameas | $10,000 per at least 3 years 237 $4,837 $1,146,295 Anayst, Attorney,
Accountability Office executive year; Auditor, Economist,
branch | $60,000 total Social Scientist
Government Printing Sameas | $10,000 per at least 3 years 28 $9,059 $253,638 Specialistsin
Office executive year; Printing, Information
branch | $60,000 total

Technology, Program
Planning, Human
Capital, and
Contracting;
Inspector General
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In FY 2004
Agencies Authority Payment Service Number of Average Total Cost of Types of Positions
Amount Agreement Recipients Repayment Repayments
(Limit) Amount

Library of Congress Sameas | $10,000 per at least 3 years 8 $5,750 $46,000 Information
executive year; Technology
branch | $60,000 total Specialist,
Supervisory
Librarian,
Supervisory Printing
Specialist, Special
Assistant,
Confidential
Assistant, Labor
Relations Specialist
U.S. Capitol Police P.L.107-117 | $10,000 per 2 years 107 $8,822 $944,000 Predominantly
(2002); P.L. year; Officers, Information
108-7 (2003) | $40,000 total Technology and
Human Resource
Professionals

Total 6,065 (approx.) $27,508,048

(approx.)

Sources: The executive branch information on the number of recipients, total cost of repayments, and positionsisderived from U.S. Office of Personnel Management, Federal Sudent
Loan Repayment Program Fiscal Year 2004 Report to the Congress, April 2005. Average repayment amounts were calculated by CRS. Examples of positions held by recipients of
student loan repayments areincluded. For acompletelist of positions, seethe OPM report. The legidative branch information was provided to CRS by the budget and human resources
offices of theindividual entitiesin June 2005. Senate data are from the April 13, 2005, Senate Appropriations Subcommittee on Legid ative branch hearings on the FY 2006 (remarks
of the Secretary of the Senate). Average repayment amounts were calculated by computer.
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FY2002, FY2003, and FY2004

Fiscal Year 2002 Fiscal Year 2003 Fiscal Year 2004
Agency Nur’r_1b.er of Cost of Repayments Nunjbgr of Cost of Repayments Numb_er of Cost of Repayments
Recipients Recipients Recipients

Department of Agriculture 2 $8,524 4 $28,000 10 $54,000
Department of Defense 6 $11,839 469 $1,309,247 702 $3,079,228
Department of Education — — 2 $12,000 11 $44,000
Department of Energy 17 $50,592 27 $149,855 36 $86,653
Department of Health and 8 $35,000 38 $130,323 55 $195,746
Human Services
Department of Housing and — — — — 81 $323,353
Urban Devel opment
Department of the Interior 13 $74,625 20 $113,015 41 $246,216
Department of Justice 1 $4,000 160 $688,149 331 $1,919,412
Department of Labor — — 11 $59,000 24 $118,084
Department of State 407 $2,000,000 660 $3,234,602 734 $3,610,773
Department of Transportation — — — — 6 $52,928
Department of the Treasury 9 $14,829 10 $64,150 18 $155,364
Department of Veterans Affairs — — 46 $211,329 53 $323,069
Chemical Safety and Hazard — — 1 $2,000 — —
Investigation Board
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Fiscal Year 2002

Fiscal Year 2003

Fiscal Year 2004

Agency Number of Cost of Repayments Number of Cost of Repayments Number of Cost of Repayments
Recipients Recipients Recipients

Committee for Purchase from 3 $18,000 2 $12,000 2 $20,000
People Who Are Blind or
Severely Disabled
Defense Nuclear Facilities 1 $6,000 4 $21,450 5 $41,689
Safety Board
Environmental Protection — — — — 7 $41,000
Agency
Export-lmport Bank 3 $18,000 10 $60,000 12 $76,164
Farm Credit Administration — — — — 15 $71,462
Federal Energy Regulatory 35 $226,435 47 $269,787 78 $703,831
Commission
General Services 7 $39,484 14 $75,711 17 $93,197
Administration
I nter-American Foundation 1 $6,000 1 $6,000 1 $6,000
National Aeronautics and Space 8 $48,000 10 $34,000 40 $341,786
Administration
National Archivesand Records — — — — 4 $24,000
Administration
National Mediation Board — — 4 $11,139 3 $10,750
Nuclear Regulatory — — 5 $30,000 10 $96,000
Commission
Securities and Exchange — — 257 $1,462,450 384 $3,293,727
Commission
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Fiscal Year 2002

Fiscal Year 2003

Fiscal Year 2004

(FY2003), and 26 (FY 2004)
Agencies

Agency Number of Cost of Repayments Number of Cost of Repayments Number of Cost of Repayments
Recipients Recipients Recipients
Total of 15 (FY2002), 22 521 $2,561,328 1,802 $7,984,207 2,680 $15,028,432

Source: U.S. Office of Personnel Management, Federal Student Loan Repayment ProgramFiscal Year 2002 Report to the Congress, June2003. U.S. Office of Personnel M anagement,
Federal Sudent Loan Repayment Program Fiscal Year 2003 Report to the Congress, May 2004. U.S. Office of Personnel Management, Federal Student L oan Repayment Program
Fiscal Year 2004 Report to the Congress, April 2005, available at [http://mww.opm.gov/oca/pay/StudentLoan]. The agencies are listed as they appear in the report. Reported costs
are rounded to the nearest whole dollar. The OPM report includes the Government Accountability Office (GAQ) and the Government Printing Office (GPO), but data for these two
agencies are not included in thistable. See the legislative branch section in the text for information on GAO and GPO.
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