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Presentation Notes
It is hard to believe we’ve come to the end of our time together this year.  This next panel was actually organized last year, but ended up with such a packed schedule that we decided to hold this discussion for another time.  Not so much this year, but in other recent years, we’ve heard from MANY states during Roll Call about the creation of forgivable/conditional loans and or loan repayment programs.  I have received a number of calls over the years asking about how we administer these programs in Mississippi, and I know I have reached out to other states about how they made the decision to convert their loans into loan repayment programs. We thought it might be useful to provide some of the lessons we’ve learned over the years from administering these types of programs and highlight some of the pros and cons of each.  First, we’ll hear from Texas, then Pennsylvania, and then I’ll conclude with Mississippi’s experience. 



Texas Higher Education
Coordinating Board

Student Loan Repayment 
Programs

vs.
Loans with Forgiveness 

Provisions

Lesa Moller
Senior Director, Student Financial Aid Programs



Loans With Forgiveness Provisions
Pro:
For those who fulfill the service obligation, reduces or 

eliminates student loan debt
Cons:
Students often change career paths while enrolled, other life 

changes occur after graduation
Not cost-effective: all processes for a traditional student loan 

(origination, servicing, collections) are required, in addition to 
verification of service & forgiveness processes
Texas’ forgiveness loans have yielded poor results
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Advantages to LRP Model 
(Payment After Service)

Guarantees a return on the state’s investment

No costly loan servicing, collections, or litigation activities

Public funds are going to degree holders contributing to the state’s 
economic and social well-being

Note: There’s no shortage of student loans to assist students.
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Active Loan Repayment Programs 

Physician 
Education LRP

Teach for 
Texas LRAP

Math & 
Science 

Scholars LRP
Nursing 

Faculty LRAP
LRP for Mental 

Health 
Professionals

Peace Officer 
LRAP

Year Authorized 1985 2003 2013 2013 2015 2019

2020-2021 Appropriation $25,350,000 $2,675,000 $2,575,000 $3,000,000 $2,125,000 $4,233,347 

Maximum Annual Award $30,000-$60,000 $2,500 $5,000 $7,000 $1,000-$48,000 $4,000 

Maximum Aggregate $180,000 $12,500 TBD $35,000 $10,000-$160,000 $20,000 

# Years Allowed 4 5 4+ 5 5 5

# Current Participants 
(as of 10-1-20) 427 489 19 217 144 N/A
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Application Process Options

Initial Application for enrollment – before service starts
Review for eligibility, conditionally approve, reserve funds
Automated or manually produced letter requesting end-of-service 

period verification form
If all requirements met, disburse award to lender
Application for loan repayment after service provided 
Review for eligibility (credentials, service verification)
If all requirements met, disburse award to lender
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Features of System “Modernization”
Applicants create secure login, enter data (including e-mail adr. 

of “CAO”), save draft application, upload required documents, 
and submit application
System generates e-mails acknowledging, reminding, and 

notifying CAO to complete verification form
Applicant can login to self service portal to check status of 

application, correct or retrieve application information, and view 
messages
Applicant can also retrieve disposition letter via the portal 

instead of the Agency mailing a letter to the applicant
 Improved monitoring and reporting
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Operational Costs

Current operational staffing: 1 Program Manager, 1 Program 
Specialist, 3 LRP Representatives

Information Technology staff support 

Outsourcing for part of “modernization” project and new LRP for 
Peace Officers
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Evaluation/Data

LRP database – ad hoc and scheduled reports
Performance measures focus on retention 
PELRP surveys provide data and participant feedback on the degree 

to which the program influenced decision to practice in shortage 
area and decision to remain there
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Loan Repayment Program Information

http://www.hhloans.com/ (Select Loan Repayment Programs tab)

Stacy Johnson, Program Manager, Loan Repayment Programs 
(512) 427-6357
stacy.johnson@thecb.state.tx.us

Lesa Moller, Sr. Director, SFAP (512) 427-6366
lesamoller@thecb.state.tx.us
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Loan Forgiveness and Conditional Aid Programs



History:  Commonwealth-Funded Programs

Agriculture Education Loan Forgiveness Program 

Early Childhood Education Loan Forgiveness Program

• Both resembled traditional loan forgiveness programs attached to 
specific employment requirements  

• Designed to attract and retain workers in hard-to-fill positions in 
Pennsylvania that addressed policy issues as determined by the 
Pennsylvania legislature 

Creating Affordable Access to Higher Education 12

Presenter
Presentation Notes
Created in the early 1990s.  Promised to repay, or forgive, a set amount of PHEAA-guaranteed student loans for each year the borrower was employed full-time in an agriculture-related field or as a childcare professional in Pennsylvania.   The Agriculture Education LFP provided up to $2,000 in annual loan forgiveness and the Early Childhood Education LFP provided up to $2,500.  Each program was capped at a maximum of $10,000 of loan forgiveness per borrower. PHEAA was in a unique position to administer both programs as they were structured to forgive PHEAA-guaranteed student loan debt.  At the time, PHEAA was the federal student loan guarantor for most of the federal loans made in Pennsylvania.  So once employment verifications were made, it was easy for PHEAA to make payments to a participant’s federal student loan account with funds that were appropriated.  The Early Childhood Education Program was phased out in 2008 and the Agriculture Education Program was phased out in 2011. 



History:  Foundation-Funded Programs

Nursing Loan Forgiveness Program 

Nurse Educator Loan Forgiveness Program

• Funded by the Pennsylvania Higher Education Foundation and 
administered by PHEAA

• Created to help reverse the nursing shortage that threatened quality 
healthcare in the Commonwealth during the mid-2000s

Creating Affordable Access to Higher Education 13

Presenter
Presentation Notes
While these programs were not established or funded by the Pennsylvania legislature, they were created to help reverse the nursing shortage that threatened quality healthcare in the Commonwealth during the mid-2000s.    These programs were phased out in 2008-09 as more new nurses began graduating and the shortage of working nurses abated. 



Federal Servicing Contract

Public Service Loan Forgiveness Program (PSLF) 

Teacher Education Assistance for College and Higher Education 
Grant Program (TEACH) 

Creating Affordable Access to Higher Education 14

As a federally contracted servicer, PHEAA – operating as FedLoan
Servicing – is required to service these programs in strict 

compliance with federal law and program rules 

Presenter
Presentation Notes
In 2012, PHEAA was awarded a federal contract to service the Public Service Loan Forgiveness Program (PSLF). This program requires participants to have worked in an eligible public service job, as defined by the U.S. Department of Education, for a minimum of 10 years before their debt can be forgiven.  This was followed in 2013 by a contract to service Teacher Education Assistance for College & Higher Education Grants (TEACH).  Recipients agree to teach in a high-need field, at a school that serves students from low-income families, and for at least 4 complete academic years within eight years after completing.If not fully met, all TEACH Grants received will be converted to Unsub Loans with interest from date of each disbursement.



Pennsylvania National Guard Education 
Assistance Programs
Pennsylvania National Guard Education Assistance Program (EAP)

• Tuition Assistance Program
• 6-year Service Commitment
• If recipients fail to honor the service commitment with the PA National 

Guard, they must repay the total EAP award amount, plus interest

PA National Guard Military Family Education Program (MFEP)
• Tuition assistance program for dependents (spouses and children) of PA 

Guard Members who enter into an additional 6-year service commitment
• New for 2020-21 

Creating Affordable Access to Higher Education 15

Presenter
Presentation Notes
Together with the Pennsylvania Department of Military and Veterans Affairs (DMVA), PHEAA administers this tuition assistance program for students who enter into a 6-year service commitment with the Pennsylvania National Guard.Awards cover the lesser of:100% of the tuition plus technology fee at the institution where you are enrolled�ORThe annual tuition rate and technology fee charged to a Pennsylvania resident at a state-owned university ($4,097 per semester for 2019-20)MFEP:  New for 2020-21 – Additional 6-year service commitment – Spouses & Children



Recent Legislative Activity

HB 1786 - First Responder Loan Forgiveness Program
• Would forgive up to $16,000 of federal student loans / up to $4,000/year, 

not to exceed 25% of the original qualifying loans
• Different in that, at its core, the new program would encourage 

volunteerism that advances public safety in communities throughout PA

HB 1773 - Active Volunteer Tuition Assistance Program
• Would provide tuition assistance to active volunteers, with volunteer 

organizations, while enrolled in approved institutions of higher education 
in Pennsylvania

• Requires full repayment if program requirements are not met  

Creating Affordable Access to Higher Education 16

Presenter
Presentation Notes
Would create the First Responder Loan Forgiveness Program & the Active Volunteer Tuition Assistance Program. The agency may forgive a qualified applicant's loan in an amount up to $16,000.  Up to $4,000/year, but not exceeding 25% of the original loans.We lack experience in administering programs specifically designed to spur volunteerism.  We lack a conduit to fire commissions & other entities needed to identify eligible participants & to verify service requirements.  Individuals failing to satisfy the program requirements would be obligated to repay the full amount of tuition assistance received.  We have learned that reconciling those instances is much easier if the forgiveness, which is essentially a payment made on behalf of the participant, occurs AFTER the service requirement has been met and verified.



Thank you



Forgivable Loans
Mississippi’s Experience

Presenter
Presentation Notes
Thank you Elizabeth and Lesa.  Mississippi’s experience has been ample, with some successes and some failures.  I’m going to share some of the lessons we’ve learned through our many years of experience with what we call “forgivable loans”. 



What Are Forgivable Loans?
• Student receives while enrolled in postsecondary
• Heavy administrative burden:

• Requires contract/prom note
• Requires disclosure statements and self-certification
• Requires servicing agent to track recipients after graduation
• No write-off for state debt

• 5% penalty 
• Student incurs debt if doesn’t pass licensing exam
• Difficult to alter programs

Presenter
Presentation Notes
One lesson we’ve learned is that Terminology is important.  Previously, in Mississippi we called these loans “Loan/Scholarships”, because they start as a loan, but convert to a scholarship when the student does service.  But we learned that was very misleading terminology for students, because all the students heard was the word “scholarship.”   There is a federal loan that has made this same mistake - The TEACH Grant is not a grant at all, but rather a loan disguised as a grant.  For us, a forgivable loan is first and foremost a loan that students are eligible to receive while enrolled in college.  Another lesson we’ve learned is that like all loans, forgivable loans carry a heavy administrative burden:  Students are required to sign a contract, so you need attorneys to draft the contract.  You also need staff to distribute and collect contracts.Because these are state loans and not federal loans, states are required to follow all of the Truth in Lending Act Regulations, so you must release three disclosure statements – at the point of application, the point of approval, and the point of disbursement.  You must also collect Self-Certification Statements annually to ensure the student is enrolled and not exceeding Cost of Attendance.   You need staff to follow up with students through their tenure in school, then through any allowable grace period and throughout their service or repayment period. In Mississippi we employ a third party to handle the servicing of our loans. Not only do we pay the company more than $50,000/year, but our in-house staff shoulders much of the work as well, because you can’t simply shift the entire servicing process.  In Mississippi, this servicing period can extend a lifetime, because we cannot write off state debt for any reason, except death and total and permanent disability. Obviously, the preferred method of payment is service.  But, if a student doesn’t fulfill the required service obligation after college, they must repay the loan with interest.In Mississippi, we also apply a 5% penalty to all loans not repaid with service.  This penalty was just put in place in 2015, and our staff argued against it. If a student is unable to pass the licensure exam or moves out of state or changes plans, the student must repay the loan with interest. Another lesson we have learned is that once created, the programs are difficult to alter.  Each program is crafted for a unique program of study and then career trajectory, and students sign a contract to participate in that specific program.  



Undergraduate Programs Graduate Programs
Mississippi Teaching Fellows Counseling and School Administration
Critical Needs Teacher/Alt. Rte. Graduate Teacher
Teacher Education Scholars Critical Needs Dyslexia Therapy
William Winter Teacher/Alt. Rte. Speech-Language Pathologist
Nursing Education, BSN Veterinary Medicine Minority
Nursing Education, RN to BSN Nursing Education, MSN

Nursing Education, RN to MSN
Undergraduate/Graduate Programs Nursing Education, Ph.D./DNP
Health Care Professions Nursing Teaching Stipend 
Family Protection Specialist Social Worker SREB Regional Contract for Optometry 

State Dental Education 
State Medical Education
Graduate and Professional Degree

Presenter
Presentation Notes
Mississippi LOVES these loans. To give you an idea, here is a list of the forgivable loans that remain open and on the books.   Our oldest program was created in the 1940s.  Since then, our love affair with loans has grown, such that we now administer 23 different loan programs. Before our need-based aid program expanded by nearly 15 times its original size and now consumes most of our money, we awarded about $7-8 million per year in loans, which was about 25% of our state aid budget.  In the last couple of years, we haven’t had the funds to award loans, but there is a push by Legislators to get at least some of them up and running again. 



Why Forgivable Loans?

• Entice students into specific programs of study
Q Is the state having trouble enticing students into a specific 

program of study?
Q Is program cost the primary barrier or do other barriers exist? 

• Entice graduates into specific positions in fields with 
shortages

Q Do graduates have opportunities for multiple career paths, 
and one career path pays better than the other?

Q Are qualified positions widely available for graduates upon 
graduation?  

Presenter
Presentation Notes
As the previous slide demonstrated, Mississippi has been quick to create forgivable loan programs to solve workforce shortage problems.  But another lesson we’ve learned is that loans aren’t always a sensible policy solution.  Let’s think about how forgivable loans work and why and when they should be used as a policy solution. In general, forgivable loans are designed to incent specific behavior to achieve desired outcomes.  Namely, forgivable loans can do two things: Entice students into specific programs of studyEntice graduates into specific positions in fields with shortagesBut loans cannot solve every pipeline problem.  Here are some questions to consider to determine whether the creation of a forgivable loan might solve a specific problem. First: Forgivable loans can entice students into specific programs of study. So, we should ask: Q. Is the state having trouble enticing students into a specific program of study?  Q. If yes, we should ask:  Is program cost the primary barrier, or do other barriers exist?  If the real problem is not related to cost or cost/benefit, then a loan program may not be the best solution. Second: Forgivable loans can also entice graduates into specific positions in fields with shortages. So, we should ask:  Q. Do graduates have opportunities for multiple career paths initiating from the same degree?  If yes, and one career path pays better than the other, forgivable loans may be a viable solution.Q. But we should also ask another question:  Are qualified positions widely available for graduates upon graduation?  Undergraduate nursing is a good example to illustrate my argument.  We need more nurses everywhere in Mississippi, so the Nursing Education Forgivable Loan Program was created to address the problem.  We have a different loan for just about every type of nursing degree.In answer to the first question, “Is the state having trouble enticing students into a specific program of study?”, the answer is NO.  The nursing programs are thriving.  All of our nursing programs in the state operate at full capacity and turn students away every term.  Therefore the loan is not needed to entice students into the program of study.  In answer to the second question, “Do graduates have opportunities for multiple career paths, and one career path pays better than the other?” Yes, nursing graduates do have opportunities for multiple career paths, but we need nurses in nearly all of those paths and high-paying jobs are widely available.  The real problem in MS is a pipeline program.  We lack capacity in our Schools of Nursing to train all the nurses we need.  But forgivable loans can’t solve that problem.  So we’re potentially spending millions of dollars to “solve” a problem that doesn’t exist. 



98% 94%
88%

83%
76% 73%

62%
56%

50% 47% 45% 43%

Become Licensed One Year Two Years Three Years Four Years Five Years

Employment Rates of William Winter Forgivable Loan Recipients 
vs. All Traditional Route Education Graduates 

William Winter Forgivable Loan Recipients All Traditional Route Education Graduates

Source: Lifetracks Ad Hoc Reports 14-002 and 18-009. 
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Presentation Notes
Nevertheless, forgivable loans are not all bad.  If we asked those same questions about teacher prep, we would come up with very different answers.  In 2018, Mississippi requested a study through Lifetracks, our state longitudinal data system.  One question we asked is whether forgivable loan recipients stay in appropriate fields of employment after completing their service obligation?What we learned is that they do.  For some fields, like nursing, field loyalty is almost the same for loan recipients as for non-loan recipients.But for other fields, like teacher prep, there is significant difference.   We learned that our teacher prep loan recipients are significantly more likely to become licensed and to continue teaching for up to five years after licensure than non-loan recipients. We believe this is due to the fact that most new teachers who leave the profession do so within the first two years.  Teachers who make it past that initial learning curve are more likely to continue.  In our case, forgivable loan recipients are required to work for two years (in most cases) to have their loans forgiven.  That required service gets them over that initial hurdle.   



Contact:

Jennifer Rogers
Director of Student Financial Aid

Mississippi Office of Student Financial Aid
jrogers@mississippi.edu
www.msfinancialaid.org 
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