Pennsylvania

Department of Health

February 23, 2026
Dear Health Care Professionals,
Re: Addressing Tax Liability for Loan Repayment Recipients

The Primary Care Loan Repayment Program (LRP) has previously indicated in its Requests for
Applications (RFA) that funds disbursed through this program may be subject to state-level
taxation concerning personal income tax liabilities. However, we are now changing our
guidance to align with the Pennsylvania Department of Revenue (DOR).

According to PERSONAL INCOME TAX BULLETIN 2009-02, reauthorized on December 17, 2021,
“State and Federal programs exist that provide for the payment or cancellation of student loans
when the student works for a period of time in a specific profession. Generally, such loan
payments or cancellations are not subject to Pennsylvania personal income tax unless the
student provides services directly to the payor or lender in exchange for the cancellation.” This
information can be found in Section IV, Rules Applicable to Specific Types of Personal
Indebtedness, Subsection B, Student Loans.

Moving forward, unless otherwise directed by the DOR, our LRP will adhere to this guidance,
and future RFAs will indicate that this program may not be taxable under Pennsylvania Personal
Income Tax. We strongly encourage all recipients to consult a tax professional for personalized
assistance. While we recognize that this change may pose certain challenges, we apologize for
any confusion stemming from our earlier guidance, as we were not informed of the updates to
the DOR taxation guidelines.

Additionally, regarding federal tax liability, as outlined in the advertised RFA’s, payments
associated with LRP are generally exempt from gross income due to their purpose of enhancing
the availability of health services. This exemption is supported by 26 U.S. Code §§108(f)(4).

As always, consulting with a tax professional is highly recommended. For past awardees of the

program who have concerns regarding previous tax reporting, please seek assistance from your
tax professional.

Sincerely,

Paul F. Hoffman, Director
PA Primary Care Office
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