Nnited States Denate

WASHINGTON, DC 20510
April 1, 2026

The Honorable Linda McMahon The Honorable Scott Bessent
Secretary Secretary

U.S. Department of Education U.S. Department of the Treasury
400 Maryland Ave SW 1500 Pennsylvania Avenue NW
Washington, DC 20202 Washington, DC 20202

Dear Secretary McMahon and Secretary Bessent:

We write to express our concerns at the latest attempts of the Trump Administration to illegally’
dismantle the Department of Education (ED) through the recently announced interagency
agreement (IAA) between ED and the Department of the Treasury (Treasury). This IAA will
introduce more dysfunction into the federal student loan system, worsening the ongoing student
loan default crisis that the Trump Administration has already exacerbated.” The Administration
has not even tried to explain how this will improve the administration of federal student aid
programs nor provided any information to Congress or the American public about how much this
scheme will cost. Despite that, and despite Congress recently saying on a bicameral, bipartisan
basis that ED has no authority to transfer its statutory responsibilities to other agencies,’ the
Trump Administration continues to move forward with illegal IAAs dismantling ED, having
entered into three such IAAs since the passage of the Consolidated Appropriations Act, 2026.*
The most recent IAA entails offloading ED’s fundamental responsibilities to manage student
loans and federal student aid to Treasury, without Congressional authorization.” This latest
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illegal scheme from the Trump Administration threatens to trap student loan borrowers, students,
and families in chaos and bureaucracy, all while American taxpayers are left to foot the bill for
Treasury to administer programs that ED can and should administer itself, likely costing more
money and burying borrowers and families in unnecessary red tape.

The ED-Treasury TAA is the latest assault in a string of attacks on student loan borrowers by the
Trump Administration, which has relentlessly raised families’ costs and made student loan
repayment more difficult. First, ED arbitrarily fired hundreds of Federal Student Aid (FSA)
employees in March 2025, decimating FSA’s ability to provide customer service to borrowers or
remedy loan servicing failures.® Second, President Trump’s One, Big, Beautiful Bill Act
(OBBBA) replaced the Biden administration’s Saving on A Valuable Education (SAVE) student
loan repayment plan with the far more expensive Repayment Assistance Plan (RAP),” set strict
federal loan caps that will force borrowers into the more expensive® private lending market,” and
eliminated key elements of the student loan safety net for borrowers experiencing financial
hardship.'” Third, ED began needlessly charging interest to the nearly eight million borrowers
whose loans had been placed into a temporary forbearance due to Republican-led states’ lawsuits
against SAVE and then moved to prematurely end SAVE altogether.'' Fourth, ED mass-rejected
hundreds of thousands of applications for affordable repayment plans on a manufactured
technicality.'

The Trump administration’s record of haphazard decision making and utter disregard for the
actual issues facing students, families, and student loan borrowers suggests that this IAA will be
implemented in a way that leaves borrowers with limited options and little to no guidance while
increasing the number of borrowers in default and economic distress.
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In particular, the first phase of the IAA, which tasks Treasury with collecting on defaulted
student loan debt and helping borrowers exit default,"® appears likely to worsen the student loan
default crisis. Treasury lacks expertise in the highly unique and complex federal student loan
system and, as a result, will likely be less effective at helping borrowers exit default through the
loan rehabilitation process.' In fact, a pilot study conducted by the Obama administration, in
which Treasury’s Bureau of the Fiscal Service (BFS) was made responsible for collections and
loan rehabilitation for several thousand student borrowers in default, suggests this result."” By the
end of the trial, BFS had only completed rehabilitations for the loans of eight defaulted
borrowers, while ED completed over fifteen times as many rehabilitations in its equally sized
comparison group.'® Given the Trump Administration’s mass firing of over 160 BFS employees
last year,"” the agency is likely even less equipped now to manage defaulted student loans.
Further, there is an extensive history of abrupt changes in student loan policy creating costly
problems for borrowers, such as the millions of credit reporting errors affecting borrowers whose
loans were transferred from Nelnet to MOHELA in 2023 and the widespread billing errors that
characterized the 2023-24 return to repayment.'® Between the Trump Administration’s
demonstrated lack of concern for the well-being of borrowers and Treasury’s lack of relevant
expertise or staff capacity, the IAA appears poised to create even more chaos for borrowers in
default.

During the second and third phases of the IAA, after carrying out a “review” of “FSA’s general
administrative functions,” Treasury will be tasked with potentially managing the entire federal
student loan portfolio, administering the FAFSA form, overseeing colleges’ financial aid
eligibility, distributing aid — such as Pell Grants — to students, and taking on other
responsibilities of FSA.?° Such actions are not only illegal but likely to throw the financial aid
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system into further disarray. Federal law is clear: there is established within ED a Performance-
Based Organization, FSA, and FSA is “responsible for the administration of Federal student
financial assistance programs,” which the Higher Education Act unambiguously says includes
“administrative, accounting, and financial management functions,” the “collection, processing,
and transmission of data to students and institutions,” and “providing all customer service,
training, and technical support,” among other activities.”’ The Administration’s own IAA seems
to acknowledge that these two phases are on dubious legal and practical grounds by stating:
“Prior to the execution of this section, Treasury will identify legal, operational, system,
contractual, and policy challenges and opportunities related to the servicing of non-default
student loan debts. Treasury will coordinate with Education, and in consultation with the
Domestic Policy Council and the Office of Management and Budget, to determine the future
state of these functions and develop a plan to migrate these responsibilities as appropriate under
Treasury.”* It is unlawful for that responsibility to be transferred to Treasury without an act of
Congress. In addition, Treasury’s lack of expertise in the federal student aid system could be
disastrous for the implementation of the latter phases of the IAA, as the federal student aid
system is highly complex and administrative errors could endanger access to financial aid or
statutory debt cancellation. Further, these transfers are set to create even more bureaucracy for
students, borrowers, families, and colleges to navigate, as FSA’s responsibilities will now be
divided across two departments, ED and Treasury,” instead of one.

This ill-advised plan also ignores the laws of Congress, including the recently passed
Consolidated Appropriations Act, 2026, which funds the administration of federal student aid
and student loan servicing at ED. The Joint Explanatory Statement (JES) accompanying the Act
states that the Act continues the provision that prohibits the transfer of appropriations for ED
programs to another Federal agency unless such transfer authority is provided in an
appropriations law and states “that no authorities exist for the Department of Education to
transfer its fundamental responsibilities under numerous authorizing and appropriations laws,
including through procuring services from other Federal agencies...”** The JES also notes
concern about ED’s unprecedented use of IAAs to transfer significant programmatic
responsibilities, procure services, and detail staff to other Federal agencies because these other
agencies “do not have experience, expertise, or capacity to carry out these programs and
activities” and will “create inefficiencies, result in additional costs to the American taxpayer, and
cause delays and administration challenges in Federal funding reaching States, school districts,
and schools.””
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Unfortunately, these concerns are not theoretical. We are already seeing delays in federal
funding reaching grantees® and additional costs to the taxpayer due to ED’s recent IAAs.”
While ED has refused to provide Congress the estimated costs for any IAA besides the career
and technical education (CTE) and adult education IAA, we know that moving the
administration of CTE and adult education programs to DOL has resulted in an extra million
dollars in program costs compared to if CTE and adult education had remained solely at ED.*
FSA’s activities dwarf the size of ED’s administration of CTE and adult education programs.
FSA is the largest office at ED, with close to 800 employees.”” FSA has multibillion dollar,
highly complex servicing contracts and is responsible for administering billions in federal
student aid each year.*® As Treasury itself notes, Treasury “does not administer any financial
assistance, loan, or loan guarantee programs to individuals or businesses,”' nor does it service
any federal loans. It is reasonable to assume that Phase 2 of the IAA is going to result in
numerous complications and increased costs related to student loan servicing, potentially
harming millions of Americans in repayment and likely requiring American taxpayers to pay a
substantial bill for the illegal and ill-conceived move of these significant ED responsibilities to
Treasury.

The recent IAA itself notes the complexity related to its implementation costs, stating that
“[g]iven the complexity of the appropriations and authorities provided to both Education and
Treasury, prior to the initiation of any work under this agreement, the agencies will work with
OMB to validate that funds are available and obligated”** and that “Education understands that
Treasury will not commence or continue work in the absence of appropriate funding under this
agreement. The agencies will revisit the fee and funding structure regularly to ensure
appropriations continue to be available to cover the cost of services under this agreement.”” As
members who have fought to increase funding for Pell Grants, other federal aid programs, and
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the student aid administration account year after year,* this illegal scheme will put unknown
stress on those appropriations in future years.

We are already seeing taxpayer funds wasted due to these IAAs,” and it is reckless for ED to
enter into another IAA with no information or clarity on the cost. With the move of ED staff to
the Department of Labor (DOL), we have seen ED and DOL needing to spend time and
resources making it possible for ED’s detailed employees to perform their basic work functions
at DOL.*® ED staff have spent hours in training on the grant systems and procedures of their
receiving agencies that could have been spent administering ED programs and better supporting
grantees and students.’” We have also seen ED have to acquire shuttles to transport ED
employees to DOL, which is a waste of time and resources.* To be clear, none of these costs
would have been incurred if ED had not entered into these illegal schemes. ED staff had been
properly administering ED programs at ED. Now, they are wasting time they could be using to
administer and improve ED programs on shuttling to their receiving agencies and dealing with
other unforeseen complications as a result of these IAAs.

ED’s spending on these IAAs is a waste of taxpayer resources with zero material benefit — all
while creating significant risks and new challenges and burdens for students, schools, and states.
This scheme is not about making ED programs more efficient, providing a conceptual roadmap
to Congress, or returning education to the states — in fact, this administration has attempted to
assert an unprecedented amount of control over what happens in schools and institutions of
higher education by threatening to withdraw funding and terminating grants.” It is clear that this
scheme is about one thing: creating a talking point about President Trump eliminating the
Department of Education, regardless of the consequences for students, parents, educators, and
the American public.

3 Letter from U.S. Senators Elizabeth Warren, Bernard Sanders, Ron Wyden et al. to U.S. Senators Patty Murray
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The ED-Treasury IAA will set the stage for more dysfunction in a federal student aid system that
the Trump Administration has already made more expensive and confusing to navigate. It will
also likely waste millions of taxpayer dollars. Millions of borrowers are ensnared in an
unprecedented® student loan default crisis that the Trump Administration has refused to address,
and this illegal IAA will only make matters worse. We call upon you to rescind these [AAs
immediately. To better understand the effects of this IAA on borrowers, students, and families,
and the costs of the IAA to the American taxpayer, we request that you answer the following
questions by April 15, 2026:

1. How much will it cost the federal government to move the administration of defaulted
student loans to Treasury? How much will it cost to implement the latter phases of the
[IAA?

2. Please provide the efficiency analysis ED completed to inform any determination that
moving these responsibilities to Treasury will be more efficient, reduce bureaucracy, or
save taxpayers money.

3. The Obama administration’s 2015 pilot study found that BFS was far less effective than
ED at helping borrowers exit default through loan rehabilitation. Why do ED and
Treasury believe that BFS will perform better than it did during this study, especially
given that BFS is currently understaffed due to last year’s RIFs?

4. When will each phase of the IAA begin to be implemented? When will each phase of the
IAA be completed?

5. For each phase of the IAA:

a) How many, if any, full-time equivalent (FTE) ED staff will be detailed or transferred
to Treasury to carry out Treasury’s newly assumed responsibilities? What additional
non-personnel costs will be incurred for these ED staff to work at and effectively
carry out their responsibilities at Treasury — such as furniture, technology,
transportation, and other non-personnel costs?

b) How many FTE Treasury staff will be responsible for implementing Treasury’s new
responsibilities? How many additional FTE staff will be required to implement these
new responsibilities?

c¢) Is additional contractor support required for Treasury to implement its new
responsibilities under this IAA? If so, please describe the nature of that support.

d) How many FTE staff with at least three years of experience administrating federal
student aid programs will be responsible for carrying out Treasury’s new
responsibilities?

“® The Century Foundation, “Trump’s Student Loan Delinquency Crisis, Unmasked,” Peter Granville, Eduard Nilaj,
Jennifer Zhang, and Aissa Canchola Baiiez, February 20, 2026, https://tcf.org/content/report/trumps-student-loan-
delinquency-crisis-unmasked/.
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e) How will Treasury’s performance be evaluated relative to ED’s performance on the
same set of responsibilities? Please list all metrics that will be used in any such
evaluation and the frequency of performance updates to be provided by Treasury.

If Treasury is found to perform poorly relative to ED on any of its new responsibilities,
will those responsibilities be returned to ED? If not, how will Treasury’s failures be

What specific measures will Treasury take to ensure that contracted student debt
collectors comply with the Fair Debt Collection Practices Act (FDCPA) and do not
engage in illegal collections activities? Will Treasury’s approach to oversight of
contracted student debt collectors differ from ED’s, and if so, how?

How will Treasury’s approach to communicating with borrowers in default differ from

How many borrowers does Treasury expect to help exit default through loan
rehabilitation or consolidation over the next six months?

6.
remediated?
7.
8.
ED’s approach, if at all?
9.
10.

Does Treasury plan to maintain ED’s moratorium on forced collections? If so, for how

long?

Thank you for your attention to this important matter.
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Elizhbeth Warren

Ranking Member
Committee on Banking,
Housing, and Urban Affairs
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Bernard Sanders

United States Senator
Ranking Member, Committee
on Health, Education, Labor,
and Pensions

Sincerely,
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Ron Wyden

United States Senator
Ranking Member, Committee
on Finance
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Patty I‘Q
United States Senator

Vice Chair, Committee on
Appropriations
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T ammy Baldwin

Ranking Member
Appropriations Subcommittee
on Labor, Health and Human
Services, Education, and
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