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Offering Student Loan
Repayment Benefits

Combined with rising tuition costs, more people are
attending college than ever before. That education, though,
has come at a high price. Nationally, outstanding student loan
debt totals $1.52 trillion.

Why offer a student loan repayment program?
While individuals appreciate, and have come to expect,
traditional benefits like health insurance and paid time off,
many new graduates are looking for companies that offer
non-traditional benefits like student loan repayment
assistance.

According to a study by iontuition, a student loan
management company, 8% of individuals would like to work
for a company that offers student loan repayment assistance
with a matching opportunity, and 49 percent of those
individuals would prefer student loan payment contributions
over an employer-sponsored 401(k) plan.

The Current State of Student Loan Repayment
Programs

Only 3% of employers offer student loan aid, according to a
study by the Society for Human Resources Management.
However, interest in student loan repayment programs
appears to be growing among employers, especially as more
millennials enter the workforce.

Recently, Fidelity announced that full-time employees at the
manager level or below would be eligible to receive $2,000 a
year toward their student loans, for a total of up to $10,000.

Pricewaterhouse Coopers also announced a similar program
that will give employees $100 per month, or $1,200 per year,
to help with student loans, for up to six years. One Boston-
based division of the French investment bank Natixis gives its

employees $5,000 toward their student loans after their five-
year work anniversary. Employees can then receive $1,000 a
year for the next five years.

Benefits for Employers

While the advantages are obvious for employees, the
following are benefits that employers can reap by
establishing such a program.

e Boost Recruitment and Retention—Millennials are
more likely to change jobs than their older co-
workers. By providing them with student loan aid
from the start, or after they reach a certain tenure,
you can foster loyalty, reduce turnover-related
expenses and set yourself apart from competitors.

e Improve Employee Well-being—Financial stress
affects more than 60% of millennials. Employees
who struggle with their finances are more likely to
be less focused at work, lead an unhealthy lifestyle
and incur higher medical costs, since stress is a
known contributor to high blood pressure and heart
disease.

Student Loan Repayment Considerations
Here are some other points to consider when deciding
whether to offer student loan aid.

e Tax Issues—Currently, student loan repayment
benefits are not eligible for preferential tax
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treatment. Therefore, any amount paid to at your company tend to require advanced schooling,
employees will be subject to income and payroll consider offering a student loan repayment program to set
taxes. However, Congress is considering |egis|ati0n yourse|f apart from others in your industry'

that would extend the tax exclusion that currently

applies to tuition reimbursement on employee For more information about retention and recruitment
student loans—allowing employers to contribute up strategies, contact BBP Admin today.

to $5,250 per year tax-free. The legislation would
also provide incentives to employers to subsidize
student loan payments.

e Eligibility—Consider which employees will be eligible
for the benefit. Eligibility could be based on tenure
or the age of the loan, for instance. Also, consider
what types of loans will be covered (private versus
federal) since this may affect how your program will
need to be set up.

e Frequency and Limits—Determine how frequently
contributions will be made (monthly, quarterly or
annually), and the highest amount your company
will contribute (for instance, up to $10,000). In
addition, employers can make contributions in
various ways, including a fixed dollar amount, a
percent of the employee’s student loan or a
percentage of the employee’s salary. It is important
to evaluate what model will work best for your
business.

e Departure from the Company—Some employers
have also included provisions that state that if
employees leave the company within a certain
amount of time (for example, 6, 12, or 18 months)
they will have to refund a specified amount of their
student loan benefit.

e  Outside Help—While student loan repayment
programs can be handled internally, there are
several startup companies like Student Loan Genius
and Gradifi that can facilitate student loan
repayment options. External vendors can help
ensure compliance and make sure that payments are
being distributed properly, especially if employees }.
owe money to multiple lenders.

In Conclusion
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