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President Obama to take Executive Action on Student Loan Repayment and 
Servicer Contracting 
 
In June, President Obama announced a plan to expand the "Pay as You Earn" (PAYE) loan 
repayment option to additional federal loan borrowers through executive order. PAYE is more 
generous than other income-driven repayment plans, allowing federal Direct Loan borrowers to cap 
their monthly loan payments at 10 percent of discretionary income and providing forgiveness of the 
remaining loan debt after 20 years. However, in order to qualify, students must be a new borrower 
on or after October 1, 2007 and received a disbursement on or after October 1, 2011.  
 
The President's announcement would expand the PAYE plan to older Direct Loans that are 
currently ineligible. The White House estimates that this will encompass 5 million additional 
borrowers. The U.S. Department of Education will need until December 2015 to enact regulations 
to facilitate the expansion.  It is unclear what the cost associated with this expansion will be, which 
has caused Republican Congressional leaders to voice concern.  
 
In conjunction with the executive action, the Department will begin to renegotiate contracts with 
federal student loan servicers. The Department plans to consider changes to the way it evaluates 
servicers, and to provide incentives to servicers who offer greater assistance to borrowers in 
preventing loan delinquency or default. Additional information regarding the President’s 
announcement may be viewed here: http://www.whitehouse.gov/the-press-
office/2014/06/09/factsheet-making-student-loans-more-affordable 
 
This push on student loan repayment options coincided with the Senate’s consideration of Senator 
Elizabeth Warren’s (D-MA) bill to allow eligible borrowers to refinance older FFELP or Direct 
Loans, as well as some private educational loans, at federal interest rates for academic year 2013 – 
2014. The Senate was not able to garner enough votes to end debate on the measure, but may 
consider it again later this summer or fall. 
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