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DISCLAIMER
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The 2025 Working Families Tax Cuts Act makes numerous amendments to the Higher Education Act of 1965, 
as amended (HEA), some of which became effective upon enactment of Working Families Tax Cuts Act, 
while others will become effective on July 1, 2026, and beyond. To ensure that the U.S. Department of 
Education (ED) can implement those provisions that are effective now or will become effective on July 1, 
2026, ED is drafting presentations and documents in advance of publication of a final rule on these topics. 
These presentations and documents are intended to ensure that vendors, servicers, partners, and 
stakeholders have the requisite time to prepare for the implementation of Working Families Tax Cuts Act 
provisions. However, the information is subject to change depending upon ED's rulemaking process. ED has 
not prejudged the outcome of that negotiated rulemaking process. This information provides a structure for 
vendors, servicers, partners, and stakeholders to begin building these systems, but it does not impair, 
prevent, or control policy decisions that may be made by ED. The information is preliminary, and ED, 
including its vendors and servicers, will not launch any new systems or make final system changes that are 
public facing until ED publishes a final rule on these topics. ED will provide additional information if any 
changes are made during the rulemaking process.

The 2025 One Big Beautiful Bill Act makes numerous amendments to the Higher Education Act of 1965, 
as amended (HEA), some of which became effective upon enactment of One Big Beautiful Bill Act, while 
others will become effective on July 1, 2026, and beyond. To ensure that the U.S. Department of 
Education (ED) can implement those provisions that are effective now or will become effective on July 1, 
2026, ED is drafting presentations and documents in advance of publication of a final rule on these 
topics. These presentations and documents are intended to ensure that vendors, servicers, partners, and 
stakeholders have the requisite time to prepare for the implementation of the One Big Beautiful Bill Act 
provisions. However, the information is subject to change depending upon ED's rulemaking process. ED 
has not prejudged the outcome of that negotiated rulemaking process. This information provides a 
structure for vendors, servicers, partners, and stakeholders to begin building these systems, but it does 
not impair, prevent, or control policy decisions that may be made by ED. The information is preliminary, 
and ED, including its vendors and servicers, will not launch any new systems or make final system 
changes that are public facing until ED publishes a final rule on these topics. ED will provide additional 
information if any changes are made during the rulemaking process.
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Updates to the Income-Based 
Repayment (IBR) Plan



Updates to IBR

• Upon enactment, the Working Families Tax Cuts Act updated the entry criteria for the IBR Plan to 
allow the following populations of borrowers into IBR:

– Borrowers who don't have partial financial hardship (PFH).

– Borrowers who have a PLUS loan for parents that has been consolidated into a Direct Consolidation Loan 
and who enrolled in or have been enrolled in the Income-Contingent Repayment (ICR) Plan. (Note: To be 
considered enrolled in ICR, a borrower must make one full payment after entering the ICR Plan.)

• The population of borrowers who will continue not to have access to IBR includes the following:
– Borrowers who have a PLUS loan for parents that has not been consolidated.

– Borrowers who have other loan types that are not Direct Loans or FFEL Program loans 

• Although the Working Families Tax Cuts Act removed the requirement for a borrower to have a PFH 
to enter IBR, the monthly payment amount continues to be capped at what a borrower would have 
paid on the 10-year Standard Repayment Plan.
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Updates to IBR

• The following changes were implemented on Dec. 22, 2025:
– StudentAid.gov and servicing systems removed the requirement that a borrower have PFH to enter IBR.

– StudentAid.gov and servicing systems were updated to allow borrowers with a consolidation loan that 
includes a PLUS loan for parent borrowers to access IBR after making at least one payment under ICR.

– StudentAid.gov updated static informational content.

• The updated Income-Driven Repayment (IDR) Plan Request form was published on 
the Federal Register for public comment on Dec. 22, 2025.

8



Updates to IBR
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New Repayment Plans and Updates 
to Existing Plans



New Repayment Plans

• The Working Families Tax Cuts Act established two new repayment plans:
– The Tiered Standard Plan (Tiered Standard)

– The Repayment Assistance Plan (RAP)

• Generally, once a borrower receives a new loan on or after July 1, 2026, (including 
a new consolidation loan that paid off loans received before July 1, 2026), the 
borrower is eligible to repay under only the two new repayment plans.

– All eligible Direct Loans must be repaid under the same plan (Note: This rule existed prior to 
the Working Families Tax Cuts Act).

– Some exceptions exist based on borrowing history:
• Example: A borrower has older Federal Family Education Loan (FFEL) Program loans and 

newer Direct Loans.  The older FFEL Program loans would not qualify for Tiered Standard 
or RAP, but the new Direct Loan must be repaid under Tiered Standard or RAP.
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Updates to Existing Plans
• Borrowers who received loans exclusively before July 1, 2026, are permitted to access the following 

plans:
– RAP

– Pay As You Earn (PAYE) Repayment Plan

– Income-Contingent Repayment (ICR) Plan

– Saving on a Valuable Education (SAVE) Plan / Revised Pay As You Earn (REPAYE) Plan
• Due to a court order, the SAVE/REPAYE plan is currently enjoined and may be "decommissioned" when the court issues its final 

order. The court’s order may require that the SAVE/REPAYE plan be “decommissioned” sooner than July 1, 2028.

– Income-Based Repayment (IBR) Plan

– 10-Year Standard Repayment Plan

– Consolidation Standard Repayment Plan

– Extended Repayment Plan

– Graduated Repayment Plan

• Just like today, borrowers are permitted to switch between any of the above plans for which they 
are eligible.
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Transition From Income-Driven 
Repayment (IDR) Plans



Transition from IDR Plans

• The following legacy IDR plans will be decommissioned no later than July 1, 2028:

– PAYE

– ICR

– SAVE/REPAYE
• Due to a court order, the SAVE/REPAYE plan is currently enjoined and may be "decommissioned" when 

the court issues its final order.  The court’s order may require that the SAVE/REPAYE plan be 
“decommissioned” sooner than July 1, 2028.

• Borrowers who have loans in any of the IDR plans above must select IBR, RAP, Tiered Standard, or 
any of the legacy repayment plans for which they are eligible by July 1, 2028.

• If a borrower does not make a voluntary selection by July 1, 2028, then ED will select a plan for 
which the borrower is eligible. 
– ED is working on a transition plan, and more information will be available in the future.
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Repayment Plan Eligibility
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Repayment Plan Loan Program Loan Types Disbursement 
Restrictions

Notes

Tiered Standard Direct Loans Only

• Subsidized Loans
• Unsubsidized Loans
• PLUS loans for graduate and professional 

borrowers 
• PLUS loans for parent borrowers
• Consolidation loans

Borrower must have at 
least one loan disbursed 
on or after July 1, 2026

RAP Direct Loans Only

• Subsidized Loans
• Unsubsidized Loans 
• PLUS loans for graduate and professional 

borrowers
• Consolidation loans that do not include a 

parent PLUS loan

No restrictions

• PLUS loans for parent borrowers and 
consolidated PLUS loans for parent 
borrowers are not eligible to be repaid 
under RAP.  

• Borrowers with older Direct Loans 
may enroll in RAP without having a 
loan disbursement on or after July 1, 
2026.

IBR
Direct Loans and 
FFEL Program 
Loans

• Subsidized Loans
• Unsubsidized Loans
• PLUS loans for graduate and professional 

borrowers
• Consolidation loans that do not include a 

PLUS loan for parent borrowers unless the 
borrower makes one payment under ICR

All loans must be first 
disbursed before July 1, 
2026

• A single loan disbursed on or after July 
1, 2026, eliminates a borrower’s 
eligibility for IBR.

Other Legacy Plans
Direct Loans and 
FFEL Program 
loans

Varies depending on plan
All loans must be first 
disbursed before July 1, 
2026

• A single loan disbursed on or after July 
1, 2026, eliminates a borrower’s 
eligibility for the legacy plans.

If a borrower is paying one loan under any of the plans listed above, then all loans eligible for that plan must be repaid under that plan.



Repayment Plan Eligibility
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Loans first disbursed before July 1, 2026 Repayment Plan Eligibility*
• Subsidized Loans 
• Unsubsidized Loans
• Graduate PLUS loans

• Legacy fixed payment plans
• Legacy IDR plans
• RAP

• Parent PLUS loans • Legacy fixed payment plans
• Consolidation Loan that does not include a parent 

PLUS loan
• Legacy fixed payment plans
• Legacy IDR plans
• RAP

• Consolidation Loan that includes a PLUS loan for 
parents

• Legacy fixed payment plans
• IBR (if made one payment under ICR)
• ICR

*If a borrower has a mix of different loan types, then the eligibility for various plans will be altered.
*If a borrower has a new loan first disbursed on or after July 1, 2026, then the options for a plan will be different (see next slide).



Repayment Plan Eligibility
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Loans first disbursed on or after July 1, 2026 Repayment Plan Eligibility*
• Subsidized Loans 
• Unsubsidized Loans
• Graduate PLUS loans

• Tiered Standard
• RAP

• Parent PLUS loans • Tiered Standard
• Consolidation Loan that does not include a parent 

PLUS loan
• Tiered Standard
• RAP

• Consolidation Loan that includes a PLUS loan for 
parents

• Tiered Standard

*If a borrower has a mix of different loan types, then the eligibility for various plans will be altered.
*All Direct Loans are required to be repaid under the same repayment plan unless the borrower has a mix of Direct Loans where all of the 
loans are not eligible for RAP.



Tiered Standard Plan



Tiered Standard Plan
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• Tiered Standard will have a repayment term with a sliding scale based on the outstanding 
principal balance when the loan enters the plan.

• This plan will be available no later than July 1, 2026.

• The repayment term is how many months and/or years that the borrower has to pay the 
loan in full.

• Loan amortization logic is used to determine what the monthly payment amount must be 
for the loan to be paid off within the repayment term.
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Repayment Assistance Plan (RAP)
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• RAP is fundamentally different from the existing IDR plans.
• This plan will be available no later than July 1, 2026.
• Dependents are defined in the same way as in IRS rules.
• For a borrower who files taxes separately, that means:

• Only the adjusted gross income (AGI) from the borrower’s tax return will be used, and
• Only the dependent(s) claimed on the borrower’s tax return meet(s) the definition of a 

dependent.



Repayment Assistance Plan
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• Determining the Monthly Payment Amount (MPA) for borrowers in RAP:
1. Determine the borrower's Adjusted Gross Income (AGI)
2. Using the AGI, apply the applicable percentage to the AGI
3. Divide the result from Step 2 by 12 months to determine the Basic MPA
4. Subtract $50 from the Basic MPA for each Dependent to determine the Actual MPA
5. If the Actual MPA is less than < $10, then Actual MPA is Adjusted to $10

• Formula
1. ((AGI x %) ÷ 12) - ($50.00 x Number of Dependents) = Actual MPA
2. Max ($10.00, Actual MPA) = Adjusted MPA



Repayment Assistance Plan
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Basic Calculation without Adjustment for Dependents

AGI Range % of 
AGI

Annual Base 
Payment Range

MPA Range Not 
Including Dependents 

Adjustment
$0- $10,000 N/A $120.00 $10.00

$10,001 - $20,000 1% $100.01 - $200.00 * $10.00 - $16.67
$20,001 - $30,000 2% $400.02 - $600.00 $33.34 - $50.00
$30,001 - $40,000 3% $900.03 - $1,200.00 $75.00 - $100.00
$40,001 - $50,000 4% $1,600.04 - $2,000.00 $133.34 - $166.67
$50,001 - $60,000 5% $2,500.05 - $3,000.00 $208.34 - $250.00
$60,001 - $70,000 6% $3,600.06 - $4,200.00 $300.01 - $350.00
$70,001 - $80,000 7% $4,900.07 - $5,600.00 $408.34 - $466.67
$80,001 - $90,000 8% $6,400.08 - $7,200.00 $533.34 - $600.00

$90,001 - $100,000 9% $8,100.09 - $9,000.00 $675.01 - $750.00
More than $100,000 10% $10,000.00 + $833.33 +

* $100.01 ÷ 12 = $8.33
The lower end of the AGI 
Range between $10,001 - 
$20,000 would be less than a 
$10 so the lower end of the MPA 
Range is adjusted to $10.



Repayment Assistance Plan
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• Example 1:  Borrower has an AGI of $95,000 with no dependents:
1. ($95,000.00 x 9%) ÷ 12 = $712.50
2. $712.50 – (0 x $50.00) = $712.50
3. Max ($10.00, $712.50) = $712.50

• Example 2:  Borrower has an AGI of $65,000 with two dependents:
1. ($65,000.00 x 6%) ÷ 12 = $325.00
2. $325.00 – (2 x $50.00) = $225.00
3. Max ($10.00,  $225.00) = $225.00

• Example 3:  Borrower has an AGI of $25,000 with one dependent:
1. ($25,000.00 x 3%) ÷ 12 = $41.67
2. $41.67 – (1 x $50.00) = -$8.33
3. Max ($10.00, -$8.33) = $10.00



Repayment Assistance Plan
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Payment Processing Reminders
• When a payment is received, it is applied to a borrower’s loans in the following order:

1. Satisfies any accrued interest
2. Satisfies any fees
3. Satisfies any outstanding principal

• Negative amortization occurs when a borrower’s monthly payment is not enough to cover 
the interest that accrues or has accrued on the borrower’s loan(s).

• Regardless of when the interest accrued, all outstanding accrued interest must be satisfied 
before any portion of the payment can be applied to the outstanding principal.



Repayment Assistance Plan

27

Interest Subsidy
• Borrowers whose full, on-time monthly payments aren’t greater than the interest accrued 

for a month will have their unpaid interest subsidized. 

• The interest subsidy under RAP is only available when a full, on-time payment is made.  
Late or partial payments will not qualify for the interest subsidy.

• Under RAP, the interest subsidy is applicable to both subsidized and unsubsidized loans.

• Only the interest that accumulates from due date to due date after entering RAP will be 
subsidized. Interest that accrues during a period of nonrepayment or prior to entering 
RAP will not be subsidized.

• For example, if interest accrues on a loan while a borrower is in the grace period, that interest is NOT 
eligible for the subsidy.



Repayment Assistance Plan
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Interest Subsidy
• Example #1:

• A borrower’s loan accrues $25 of interest in a month.
• The borrower’s monthly payment is $20.
• The $5 of interest that is not covered by the MPA will be subsidized.

• Example #2:
• A borrower’s loan accrued $500 of interest before entering RAP.
• The borrower’s loan accrues $25 of interest in a month.
• The borrower’s monthly payment is $20.
• The $5 of interest that is not covered by the MPA will be subsidized.
• The borrower leaves RAP and will still owe at least $500 of accrued interest.



Repayment Assistance Plan
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Matching Principal Payment
• Once the borrower has made a full, on-time payment, if the principal 

reduction is not at least $50, then the secretary makes a matching principal 
payment to ensure the borrower’s principal is always reduced by the total 
amount paid up to $50.

• Formula:  
• The lesser of $50 or the borrower’s payment minus the amount applied to principal

• Min ($50, Borrower Payment) – Amount Applied to Principal



Repayment Assistance Plan
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Matching Principal Payment
• Example 1: 

• Borrower’s MPA is $205.
• Borrower’s principal is $40,000, and accrued interest is $200.
• After a borrower’s $205 payment is applied to interest, there is $5 applied to reduce 

the principal.
• Because the $5 applied to principal is less than $50, the borrower qualifies for a 

matching principal payment.
• Because the borrower’s payment ($205) is greater than $50, the Secretary contributes 

the lesser of $50 or the difference between $50 and what was applied to principal.
• $50 - $5 = $45 



Repayment Assistance Plan
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Matching Principal Payment
• Example 2: 

• Borrower’s MPA is $10
• Borrower’s principal is $40,000, and accrued interest is $200.
• After a borrower’s $10 payment is applied to interest, there is $0 applied to reduce 

the principal.
• Because the $0 applied to principal is less than $50, the borrower qualifies for a 

matching principal payment.
• Because the borrower’s payment ($10) is less than $50, the Secretary contributes the 

difference between the borrower’s payment ($10) and what was applied to principal.
• $10 - $0 = $10



Repayment Assistance Plan
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RAP Forgiveness
• Any remaining principal and interest is forgiven after the borrower makes 360 qualifying 

payments.

• Qualifying payments include the following:
• Full, on-time payments made under RAP
• Full, on-time payments made under the Tiered Standard Plan
• Payments made under IBR 
• Payments made under SAVE/REPAYE, PAYE, or ICR before July 1, 2028
• Payments made under plans that are not RAP or Tiered Standard that are not less than the equivalent of the 

legacy 10-year Standard Repayment Plan
• Time spent in economic hardship deferment

• If payments have already been captured and applied to a borrower’s account, they remain 
eligible to count toward the RAP payment counts.
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StudentAid.gov Updates

IDR Application
This summer, the online IDR 
application will be updated to include 
RAP.

Note: All images are preliminary and 
the final output may look different.
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StudentAid.gov Updates

IDR Application
If borrowers manually enter their 
family size, the application will ask for 
both IRS dependents (needed for RAP) 
and other dependents (needed for IDR 
plans) separately in order to calculate 
a monthly payment amount for all 
plans available to the borrowers.

Note: All images are preliminary and 
the final output may look different.

35



StudentAid.gov Updates

IDR Application
If borrowers are eligible for a plan that 
will be decommissioned in 2028, 
warnings will be displayed to make 
them aware that they are potentially 
selecting a plan that will be 
decommissioned in the future.

They will still be able to choose the 
plan, regardless of the warning.

Note: All images are preliminary and 
the final output may look different.
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StudentAid.gov Updates

Loan Consolidation Application
Within the online loan consolidation 
application, borrowers will see 
banners informing them that if they 
proceed with the consolidation, they 
may lose access to certain plans.

Note: All images are preliminary and 
the final output may look different.
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StudentAid.gov Updates

Loan Consolidation Application
RAP and Tiered Standard will be the 
only plans available in the loan 
consolidation application. 

Depending on which path a borrower 
picks, the borrower might need to 
answer additional questions about 
their family size and income.

Note: All images are preliminary and 
the final output may look different.
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StudentAid.gov Updates

Loan Consolidation Application
Borrowers who chose to go down the 
IDR path will see both plans. 

If a borrower goes down the fixed 
payment repayment path, the 
borrower will have an option to switch 
to the IDR path and answer additional 
questions to see results for RAP.

Note: All images are preliminary and 
the final output may look different.
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StudentAid.gov Updates

Repayment Calculator (Formerly Loan 
Simulator)
Loan Simulator is being streamlined 
and will be renamed the Repayment 
Calculator. 

Borrowers will be able to calculate 
their monthly payments and explore 
their eligible repayment plans faster 
than ever.

Note: All images are preliminary and 
the final output may look different.
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StudentAid.gov Updates

Repayment Calculator (Formerly Loan 
Simulator)
Borrowers who provide consent will 
be able to import their financial 
information directly into the 
Repayment Calculator.

Note: All images are preliminary and 
the final output may look different.
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StudentAid.gov Updates

Repayment Calculator (Formerly Loan 
Simulator)
If borrowers have consent on file, the 
Repayment Calculator first will 
request confirmation that their 
imported financial information is up to 
date. 

If it is not, they can switch to manual 
entry.

Note: All images are preliminary and 
the final output may look different.
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StudentAid.gov Updates

Repayment Calculator (Formerly Loan 
Simulator)
In order to calculate a borrower’s plan 
estimates correctly, some additional 
information is needed.

Note: All images are preliminary and 
the final output may look different.
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StudentAid.gov Updates

Repayment Calculator (Formerly Loan 
Simulator)
If a borrower’s family size on file is not 
up to date, the borrower can manually 
input the correct size.

Note: All images are preliminary and 
the final output may look different.
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StudentAid.gov Updates

Repayment Calculator (Formerly Loan 
Simulator)
Once the additional information is 
provided, then calculations will be 
completed using the borrower’s 
financial information.

Note: All images are preliminary and 
the final output may look different.
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StudentAid.gov Updates

Repayment Calculator (Formerly Loan 
Simulator)
Once the calculations are complete, the 
borrower will see either a success 
message or an error message with 
further instructions.

Note: All images are preliminary and 
the final output may look different.
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StudentAid.gov Updates

Repayment Calculator (Formerly Loan 
Simulator)
Borrowers will see the monthly 
payment amount for all plans for 
which they're eligible. 

Borrowers can sort results based on 
different criteria, such as lowest 
monthly payment, lowest overall 
payment, and plans that are eligible for 
Public Service Loan Forgiveness 
(PSLF).

Note: All images are preliminary and 
the final output may look different.
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StudentAid.gov Updates

Repayment Calculator (Formerly Loan 
Simulator)
If borrowers don't want to or 
can't import their financial 
information, they can manually input 
their information.

Note: All images are preliminary and 
the final output may look different.
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StudentAid.gov Updates

Repayment Calculator (Formerly Loan 
Simulator)
Borrowers can see their loan details at 
any point to confirm their loan 
specifics.

Note: All images are preliminary and 
the final output may look different.
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StudentAid.gov Updates

Repayment Plan Application Coming Soon
Later this year, the IDR application will 
become the Repayment Plan 
Application. 

Borrowers will be able to see all of the 
plans for which they're eligible in one 
place and have the ability to apply for 
both fixed payment repayment plans 
and IDR plans online.

Note: All images are preliminary and 
the final output may look different.
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StudentAid.gov Updates

Repayment Plan Application Coming Soon
Borrowers will see their current plan 
as well as additional plans they may be 
eligible for based on their loan type 
and disbursement date.

Note: All images are preliminary and 
the final output may look different.
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StudentAid.gov Updates

Repayment Plan Application Coming Soon
Depending on which path a borrower 
picks, the borrower may need to 
answer additional questions 
about their family size and income.

Note: All images are preliminary and 
the final output may look different.
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StudentAid.gov Updates

Repayment Plan Application Coming Soon
Borrowers will be able to select both 
Tiered Standard and legacy fixed 
payment repayment plans for which 
they're eligible in the online 
application.

Note: All images are preliminary and 
the final output may look different.
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