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Earlier this month, House Republicans introduced a bill that, if enacted, would dramatically transform the federal 
government’s role in helping Americans pay for college. It increases annual student loan borrowing limits for undergraduates 
by as much as five-fold, but leaves their aggregate limits largely unchanged; reduces borrowing limits for graduate loans; and 
increases student loan repayment for the lowest-income borrowers. It sets out a complex risk-sharing accountability system 
to require institutions to pay a fraction of their students’ unpaid loan balances, so that colleges bear some of the costs of loans 
from programs that leave students without good-paying jobs. And it makes significant changes to the Pell Grant program, 
including allowing very short-term training programs to access Pell Grants for the first time.

The Congressional Budget Office estimates the bill would net more than $350 billion in savings over the next decade (mostly 
from repealing a Biden-era loan repayment plan currently enjoined by the courts), and the House quickly moved it forward 
on a party-line vote in the education committee. The bill is just one component of a larger effort to pass legislation through 
reconciliation—a process that enables the Senate to pass legislation with a simple majority vote, often used when one party 
controls the House, Senate, and the White House—and its fate is tied up in the larger politics of developing and voting on that 
package. 

Given the big savings and quick vote to approve the bill, though, it seems likely that this legislation will help shape what 
House and Senate Republicans ultimately adopt. The roots of the House bill are in the College Cost Reduction Act, introduced 
last year by then-chair of the House education committee Virginia Foxx (R-NC). But this new bill—prepared by new 
education chair Rep. Tim Walberg (R-MI) and termed the Student Success and Taxpayer Savings Plan—includes some 
additional twists and turns. 

This piece provides an overview of major policies included in the bill, and flags some of the most concerning provisions. Stay 
tuned for deeper analyses from the PEER Center in the coming weeks.

CHANGES TO LOAN REPAYMENT AIM TO REDUCE BORROWERS’ BALANCES, BUT WEAKEN PROTECTIONS 
FOR THE LOWEST-INCOME BORROWERS

The bill would repeal the SAVE plan, a generous income-driven repayment (IDR) plan issued by the Biden Administration 
and now held up in the courts, and sunset the rest of the current suite of existing IDR plans. The 13.1 million borrowers who 
are on or have applied to any current IDR plan would be transitioned to a modified version of the Income-Based Repayment 
(IBR) plan for pre-2014 borrowers. Effectively all current borrowers would have access to the modified plan, on which 
they would repay 15 percent of their discretionary income for 20 years (if they have only undergraduate debt) or 25 years 
(if they have any graduate debt). This would spike many borrowers’ monthly payments (making it a likely target for future 

https://edworkforce.house.gov/uploadedfiles/ans_el_recon_01_xml.pdf
https://edworkforce.house.gov/uploadedfiles/4.29_reconciliation_bill_summary_final.pdf
https://edworkforce.house.gov/uploadedfiles/4.28._house_ed_and_workforce_reconciliation_package_table.pdf
https://www.congress.gov/bill/118th-congress/house-bill/6951
https://edworkforce.house.gov/news/documentsingle.aspx?DocumentID=412398
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litigation), because under existing plans, most only repay 10 percent of their discretionary income. Under the proposal, 
current borrowers would also retain access to other, fixed repayment plans, like the standard 10-year, graduated, and extended 
repayment plans.

For new borrowers (those who take out a loan starting in July 2026), the options under the House’s proposal would look very 
different. Upon entering repayment, new borrowers would have the choice of just two plans: a modified standard plan or a 
single income-driven repayment plan. The modified standard plan resembles the current “Extended Payment” loan plan for 
borrowers with higher debt loads, and would set a payment term based on how much debt the borrower has: 10 years if their 
principal balance is less than $25,000; 15 years if it is between $25,000 and $50,000; 20 years for up to $100,000; and 25 years 
for $100,000 or more. 

Relative to the current 10-year standard plan, this would lower monthly payments for high-debt borrowers, and may make 
the standard plan more attractive relative to income-driven plans. There are cliff effects around the edges, though: As Figure 1 
shows, as debt increases from just below to just above the thresholds associated with a longer payment term, annual payments 
would drop substantially while the lifetime payments on the loan would increase. For example, a borrower with just over 
$25,000 in debt would pay about $760 less per year than a borrower with just shy of $25,000, but since he would pay for 5 
additional years, the added interest payments would cost him about $5,400 more over the life of the loan. These are substantial 
consequences for very minor differences in borrowing to embed in the default repayment plan. The risks for borrowers of 
falling on either side of a threshold could be mitigated by smoothing out these cliffs, extending the term of the loan more 
gradually with increases of debt. 

Figure 1. Annual and Lifetime Payments, by Debt Level, Under Proposed Modified Standard Plan
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For new borrowers who want to repay on an income-driven plan, the House bill establishes a single IDR plan called the 
Repayment Assistance Plan (RAP). Under this plan, borrowers would repay a different percentage of their income depending 
on their total adjusted gross income (not, as under most current plans, their income above 150 percent of the federal poverty 
level): 1% for an AGI of $10,000–$20,000; 2% for an AGI of $20,000–$30,000; and so on, up to 10% for an AGI of $100,000. 
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Additionally, borrowers would see a $50 per month reduction in their payments for each dependent child. Borrowers would 
always owe at least $10 per month, even if their AGI is less than $10,000 or their dependent child payment reductions would 
lower their payment to zero. This minimum payment would be a notable divergence from the current IDR plans, which allow 
the lowest-income borrowers to repay $0 per month while earning progress toward forgiveness. 

Under RAP, borrowers would repay until they have paid their balances down to $0, or have made the equivalent of 30 years’ 
worth of payments. To help them pay down, borrowers whose payments are too low to cover all of the interest that accrues 
in a given month would see that excess interest wiped clean, preventing loan balances from growing. Another subsidy would 
further ensure a borrower’s principal balance declines each month, with a pay-down matching the borrower’s scheduled 
payments of up to $50. A borrower on the standard plan could always switch into RAP; but once a borrower switches into 
RAP, they could not switch back to the modified standard plan.

In general, the monthly payments owed under this plan would track relatively closely with current plans like the Revised Pay 
As You Earn (REPAYE) plan implemented during the Obama Administration for those with income up to about $70,000 in 
income, as shown in Figure 2. The plan requires, by design, higher payments for higher-income borrowers relative to existing 
IDR plans. For example, for a borrower with $100,000 in income and no dependents, annual payments would be $10,000, 
compared with $7,652 under REPAYE. (For a borrower with $100,000 in income and two dependents, the figures are $8,800 
per year on RAP, compared with $6,002 on REPAYE.)

Figure 2. Annual Payments by Income Brackets Under Proposed Repayment Assistance Plan, Compared with 
Revised Pay As You Earn (REPAYE) 2015 Plan
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percent of the federal poverty line, as is used in REPAYE). Raising that threshold, as the Biden Administration did under the 
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the previous threshold. But it also has the less-desirable feature of reducing payments for all borrowers, even at the highest 
income levels (and leaves borrowers below 150 percent of the poverty line, whose payments were already $0, unaffected). The 
structure of the RAP plan breaks that link, which potentially allows for finer targeting of the generosity of the plan to lower-
income borrowers. As Figure 1 shows, though, the bill uses that flexibility to increase payments for higher-income borrowers, 
keeping nearly the same (or higher) payment burdens as REPAYE for lower-income borrowers. 

There are some other pitfalls and quirks of this plan. Most significantly, the lowest-income borrowers would pay more under 
RAP than they would under REPAYE, and for longer (as long as 30 years, compared to 20 for undergraduates receiving 
forgiveness through REPAYE). The $10 minimum payment is likely to be unaffordable for someone in such financial distress 
that they are making less than $10,000 a year—well below the federal poverty level of $15,650. It is probable that even this low 
payment amount would cause many of those borrowers to default on their loans. Additionally, the thresholds determining 
what share of income borrowers must pay would not be adjusted for inflation, which would make the plan less and less 
generous over time. And as with the modified standard plan, there are cliff effects in RAP, though they are smaller; borrowers 
on either side of the income brackets would see a small jump in payment rates (from 1 percent, to 2 percent, to 3 percent, up 
to 10 percent) with a single extra dollar of income. 

NEW LOAN LIMITS WOULD INCREASE BORROWING FOR UNDERGRADUATES AND REDUCE IT FOR 
GRADUATE STUDENTS

If the proposed changes to loan repayment seem significant, the changes to borrowing limits would be even more so. Under 
the plan, both annual and overall (aggregate) student loan limits would change considerably for the first time in over a decade. 
The bill would measure the median cost of college for a given program of study across the country—for instance, the median 
cost of attendance across every institution offering a bachelor’s degree in biology, or a master’s degree in business. That 
median (or, for undergraduate students, that median minus the student’s Pell Grant award) would serve as a student’s annual 
loan limit.

The scale of the change is hard to predict; program-level cost of attendance data do not exist for all programs (though the 
again-delayed Financial Value Transparency regulations would gather the information). However, data from the 2020 
National Postsecondary Student Aid Study suggest the typical cost of attendance in a year for a certificate is nearly $12,000; for 
an associate degree, about $11,000; and for a bachelor’s degree, more than twice that at $26,000. In comparison, under current 
law a first-year dependent student can borrow just $5,500, and a first-year independent student $9,500. (The House proposal 
does away with that distinction, so all undergraduates would qualify for loans up to the median costs in their field.) That 
means the typical undergraduate would see their annual loan eligibility increase dramatically—potentially leading students to 
take on far more debt.

These high annual loan limits could pose a problem when paired with the proposed aggregate loan limits of $50,000 for 
undergraduates (higher than the current $31,000 for dependent students and a bit lower than the current $57,500 for 
independent students). Students maxing out their federal debt loads each year for a bachelor’s degree program could run out of 
their loan eligibility in their second or third year of school, forcing them to drop out or to seek financing from the private loan 
market. While schools would have the ability to set lower loan limits for specific programs of study, many would not. And 
some students may feel they have no choice but to use up all of their loan eligibility in their first years of college, as loans may 
be the only way they could afford their tuition bills. Parent PLUS loans would also be newly capped, set to a lifetime limit of 
$50,000 per parent borrower (across all college-going children, not per child), meaning Parent PLUS loans may no longer be 
able to fill the financing gap left when undergraduates exhaust their loan eligibility. While current college dropouts typically 
have small debt loads (because dependent students are not permitted to even accumulate more than $12,000 across their first 
two years), that may no longer be the case under the newly proposed limits.

https://fsapartners.ed.gov/knowledge-center/library/electronic-announcements/2025-02-14/extension-completers-list-and-reporting-processes-financial-value-transparency-and-gainful-employment-until-september-30-2025
https://www.urban.org/sites/default/files/2024-06/How_Access_to_Federal_Student_Loans_Could_Change_under_the_CCRA.pdf
https://studentaid.gov/understand-aid/types/loans/subsidized-unsubsidized
https://studentaid.gov/understand-aid/types/loans/subsidized-unsubsidized
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For graduate students, the new annual limits would again be set at the median cost of college for the program of study. That 
would put the typical master’s degree program at around $24,000 in borrowing for a single year; the typical law degree at 
about $58,000 per year; and the typical M.D. program at about $73,000. In addition, new aggregate limits would be set at 
$100,000 for graduate students and $150,000 for professional students. Together, these limits would reduce graduate students’ 
loan eligibility—largely because the bill eliminates the Grad PLUS program, which enables students to borrow up to the full 
cost of attendance. Analysis we published last month shows that, while the typical master’s degree student in many fields 
borrows below the annual levels the bill proposes already, that is not the case for all programs—especially health-related fields, 
which collectively account for almost half of student loans borrowed by graduate students each year. Oddly, some of the fields 
that would see their borrowing reduced most by these proposed limits—like medicine, dentistry, and law—are also the fields 
where graduates go on to earn the most, leaving them well-situated to repay their debt.

RISK-SHARING FRAMEWORK WOULD CREATE A CONVOLUTED SET OF PENALTIES FOR COLLEGES, BUT 
COULD LEAVE PROGRAMS WITH THE WORST OUTCOMES LARGELY UNSCATHED

Both loan repayment and loan limits have implications for another cornerstone of the House proposal: risk-sharing. The 
risk-sharing framework in the reconciliation bill is a complicated scheme that includes multiple components and tests that 
separately address different types of students and programs. Briefly, here’s how it would work:
▪	 The system would hinge primarily around unpaid loans: For all the loans made to students in cohorts completing a 

particular program in a particular year, the framework defines a ‘non-repayment balance,’ equal to the sum of annual 
payments that borrowers owed and didn’t make, plus the total amount of forgiven interest and principal on their loans 
(including for subsidies on monthly payments and 30-year forgiveness under the RAP, as described earlier in this piece).

▪ 	 Schools would be required to repay the Department a percentage of this amount, which varies based on the total tuition 
required to complete the program relative to the earnings of recent program graduates. The percentage is set to 0 for 
programs that are low-cost relative to their earnings, and 100 for programs that are high-cost relative to their earnings. 
The percentage is fixed for the cohort, and the school would pay that fraction of the unpaid loans each year until the entire 
cohort’s loans are gone—repaid, or forgiven. The calculation is repeated for each subsequent cohort, so that schools would 
ultimately be paying penalties across many cohorts each year. 

▪ 	 All undergraduate students who don’t graduate would be assigned to a single, institutional cohort of non-completers. 
Graduate students, who generally are admitted to a particular program, would be assigned to program-level cohorts of 
non-completers. The school would pay on their non-repayment balances (both at the undergraduate and graduate levels) at 
a rate equivalent to the school’s dropout rate (e.g., if 52% of undergraduate students don’t graduate, the school pays a fine of 
52% of the undergraduate non-completer cohort’s unpaid loans).

The motivation behind this scheme is understandable: Tests are designed to penalize colleges whose students fail to repay 
their loans while (relatively) advantaging colleges with positive outcomes across multiple dimensions: low costs, high returns 
(in the form of graduates’ earnings), high student graduation rates, and high rates of loan repayment. That said, the plan’s 
complexity could undermine its efficacy as institutions consider how to respond. Some of the elements of the design seem 
redundant, or add only new complications, while other aspects are difficult to rationalize. 

For example, one of the more baffling aspects of the scheme is that the calculation of the non-repayment balances each year 
would ignore loans that have gone into default. A borrower placed in the standard plan who never made payments and 
defaulted on their loan would generate penalties for the first nine months of payments missed—but thereafter, any missed 
loan payments would not add to a school’s penalties. In contrast, a borrower who enrolled in IDR and made payments but in 
amounts lower than their scheduled payments, or who made full monthly payments that qualified the borrower for an interest 
or principal subsidy under RAP, would generate penalties for the institution every year, despite likely generating far lower 

https://www.urban.org/sites/default/files/2024-06/How_Access_to_Federal_Student_Loans_Could_Change_under_the_CCRA.pdf
https://www.american.edu/spa/peer/upload/the-devil-is-in-the-details_final.pdf
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costs to the government. In fact, even RAP borrowers whose incomes start low but who ultimately earn enough to fully repay 
their loans rather than receiving forgiveness at 30 years would generate risk-sharing penalties for the college in the years 
when their payments were too low to cover interest. That is perhaps unfair to institutions, since many borrowers who elect 
an income-driven plan—even those who will go on to repay their total balances—would qualify for the interest subsidy in the 
early years of repayment as a function of lower early-career earnings and interest accrued while in school. 

Other parts of the risk-sharing formula seem redundant, or add complexity with little additional benefit. For example, the 
amount that an institution would pay on the non-repayment balance is a function of the completion rate of the institution: 
Penalties would be repaid based on a rate equivalent to the school’s dropout rate. But the dropout rate of the institution would 
also determine the size of the non-repayment balance itself—the more students dropping out with debt, the higher their 
collective balance will be. That means, in effect, the completion rate would be factored into that piece of the formula twice.

Stepping back, a major concern with this proposal is that, despite the potential enormity of this new system of penalties for 
colleges, it is nearly impossible to predict its impact. It’s impossible to know how much schools would be expected to repay, 
for instance, because many of the key data points—the amount of unpaid loans (as defined in the proposal) and the price of 
programs, in particular—do not currently exist. Estimating the effects of the scheme is made all the more difficult given the 
wide-ranging changes elsewhere in the bill—particularly changes to loan limits (both annual and aggregate), which would 
affect the scale of the unpaid loans on which schools need to repay; and changes to repayment, which would change how 
much borrowers are required to pay and lead some borrowers into delinquency or default on their loans.

ELIGIBILITY CUTS WOULD ADDRESS THE PELL GRANT FUNDING SHORTFALL, BUT EXTEND GRANTS TO 
VERY SHORT-TERM PROGRAMS

The bill would put some of the savings it generates back into the Pell Grant program—not a moment too soon, because 
the program is currently running a shortfall that, at last count, will require a $17 billion infusion before the end of fiscal 
year 2027. However, rather than simply providing enough funding to completely close the shortfall, the bill would also cut 
students’ eligibility, mainly by increasing the required number of credit hours to qualify as full-time from 24 per year (12 per 
semester) to 30 per year (15 per semester). For students who could move up to 15 credit hours, the change could help make 
sure they earn enough credits to graduate on time. For those who couldn’t, it would be tantamount to a cut in their awards, 
which would be prorated down. The bill would also eliminate Pell eligibility for students attending college at less than half-
time intensity, even while the new requirements would increase the number of credits needed to reach half-time status. These 
changes could put many more students in danger of losing eligibility. 

Despite the goal of saving money and putting the Pell program on more stable financial footing, the bill includes a likely-
expensive plan to extend Pell Grants to programs as short as 8 weeks, despite concerns that many very-short-term programs 
have little benefit in the labor market. The dollars could go to noncredit programs as well as credit-bearing ones, a significant 
change from current federal financial aid rules. The only real eligibility criteria based on the program’s performance would 
be to require that the median earnings of program graduates minus 1.5 times the poverty line (just $23,000) is greater than 
the program’s total price—a threshold that is so low that it would permit programs to charge high tuition for short programs 
despite mediocre earnings. And even more concerning, the bill would extend federal dollars to entities that can’t (or won’t) 
earn accreditation, allowing unaccredited training providers to skirt existing federal rules on receiving federal financial aid 
dollars. The expanded eligibility, which comes just as the Pell program faces considerable financial challenges, will likely serve 
as an invitation for colleges—including those otherwise outside the federal financial aid system—to start up low-value programs 
with limited benefits for students, potentially diverting those students from higher-earning programs or wasting taxpayer 
dollars. There’s no word yet on the costs of this provision, but it would undoubtedly exacerbate the current funding gaps.

https://www.newamerica.org/education-policy/edcentral/pell-financing-explained/
https://www.cbo.gov/system/files/2025-01/51304-2025-01-pellgrant.pdf
https://www.brookings.edu/articles/quick-college-credentials-student-outcomes-and-accountability-policy-for-short-term-programs/
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OTHER PROVISIONS

The scope of proposals in the bill is expansive, and we don’t detail them all here. For instance, the bill would establish a 
separate program in the bill, called PROMISE Grants, that would redistribute the risk-sharing fines that schools pay to 
institutions that are serving low-income students well. The legislation would also make relatively modest changes to student 
loan deferments and forbearances and Public Service Loan Forgiveness; eliminate critical consumer protections in current 
law; and limit the Education Department’s authority to issue new loan regulations that would cost the government. 

We encourage you to read the full bill here (or at least the Committee’s summary of the bill here), and reach out to the PEER 
Center if there are particular pieces you’d like to read about in future analysis. In the meantime, stay tuned for additional deep 
dives into some of these issues.

https://www.highereddive.com/news/education-department-finalizes-9010-rule-college-ownership-regulations/635183/
https://edworkforce.house.gov/uploadedfiles/writtentestimony_cellini_final.pdf
https://edworkforce.house.gov/uploadedfiles/ans_el_recon_01_xml.pdf
https://edworkforce.house.gov/uploadedfiles/4.29_reconciliation_bill_summary_final.pdf

