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Higher education has been one the fastest-growing expenses for American families over the past 40 years. A significant driver 
of skyrocketing prices has been uncapped access to federal student loans. For the last two decades, graduate students have 
been able to borrow up to the full cost of attendance, enabling colleges and universities to raise tuition and fees with few 
constraints while shifting the financial burden onto students.

As a result, the cost of higher education has become increasingly unaffordable for American families and has contributed to a  
student loan portfolio that has tripled to nearly $1.7 trillion, with nearly 25% of borrowers in default on their repayment 
obligations. At the same time, too many programs leave students and taxpayers with little or no return on their investment, 
even as institutions boast nearly $950 billion in endowment assets.

Thanks to President Trump’s Working Families Tax Cuts Act (the Act), new loan limits taking effect this summer will curb 
excessive borrowing and force institutions to evaluate their costs. These reasonable caps will help prevent borrowers from 
taking on debt they may struggle to repay while putting downward pressure on institutions to lower costs, making higher 
education more affordable for America’s students.

MAKING COLLEGE MORE AFFORDABLE
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How does the Act impact federal student loans?

The Act affects both the Grad PLUS and the Parent PLUS loan programs and introduces reasonable loan caps on graduate-level 
federal student borrowing. Undergraduate student limits remain unchanged.

The Grad PLUS loan program, established in 2006, allows graduate students to borrow up to the full cost of attendance with no 
aggregate or lifetime limit. When introduced, it effectively removed federal borrowing caps for graduate students. Since then, 
both tuition and loan debt for graduate students has skyrocketed. Although graduate students make up a relatively small share  
of total borrowers, they account for a disproportionate share of the loan portfolio. For example, in 2024-25, graduate students 
represented 16.8% of borrowers but received 46.6% of total loan disbursements that year.

The Act eliminates the Grad PLUS program, and instead responsibly reinstates borrowing limits for graduate programs by 
introducing new annual and aggregate limits on federal student loans for graduate and professional students beginning on July 
1, 2026. Sensible limits will help curb overborrowing and put pressure on institutions to reduce costs, including unnecessary 
administrative spending.

MAKING COLLEGE MORE AFFORDABLE



How does the Act impact federal student loans?

The Parent PLUS loan program, established in 1980, allows parents to borrow up to the full cost of attendance to support their 
dependent undergraduate children. Beginning on July 1, 2026, the Act will place reasonable limits on the Parent PLUS loan 
program, which has contributed to historically high levels of debt that many parent borrowers have struggled to repay, a 
concern that researchers have raised for years.
 

Higher education has been one the fastest-growing expenses for American families over the past 40 years. A significant driver 
of skyrocketing prices has been uncapped access to federal student loans. For the last two decades, graduate students have 
been able to borrow up to the full cost of attendance, enabling colleges and universities to raise tuition and fees with few 
constraints while shifting the financial burden onto students.

As a result, the cost of higher education has become increasingly unaffordable for American families and has contributed to a  
student loan portfolio that has tripled to nearly $1.7 trillion, with nearly 25% of borrowers in default on their repayment 
obligations. At the same time, too many programs leave students and taxpayers with little or no return on their investment, 
even as institutions boast nearly $950 billion in endowment assets.
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What are the new borrowing limits for graduate students and parents of dependent students? 

Under the Act, the new annual limits are as follows: 
• For graduate students: $20,500 

• For professional students: $50,000

• For parents with a qualifying dependent student: $20,000 per dependent student of the parent 

Under the Act, the new aggregate limits are as follows: 
• For graduate students: $100,000

• For professional students: $200,000

• For parents with a qualifying dependent student: $65,000 (per dependent student of the parent)
• All borrowers who receive a loan made on or after July 1, 2026, are subject to an aggregate lifetime loan limit of 

$257,500. Two exceptions to this include: 

o Grad PLUS loans that a borrower has received will be included in this new aggregate lifetime limit, unless the borrower quali fies for the interim 

exception, in which case they will continue to be subject to the former (pre-Act) limits during the interim exception period; and

o Parent PLUS loans made to a borrower for their dependent students are excluded from a borrower’s lifetime limit.

MAKING COLLEGE MORE AFFORDABLE



What happens to a student enrolled in a graduate program prior to July 1, 2026? 

For borrowers enrolled in a graduate program before July 1, 2026, and who have already received a loan for that program, 
an interim exception to the new loan caps will apply. These borrowers will continue to have access to loans on the same terms 
that they had when they entered the program until they graduate. 

It is important to note that borrowers who cease enrollment or withdraw from the program will lose the interim exception and 
will be subject to the new annual and aggregate loan limits. 

MAKING COLLEGE MORE AFFORDABLE
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Why did the Act eliminate the Grad PLUS student loan program?

Virtually unlimited Grad PLUS borrowing has contributed to rising college costs. Economists find that unlimited federal student 
loans for graduate school raise tuition on a “dollar for dollar” basis, with institutions capturing much of the additional funding 
for themselves. Students bear the cost and often graduate with unaffordable debt.  

More importantly, these loans have fallen short of their intended goal of expanding access to graduate education that delivers 
meaningful returns for students. Research shows that unlimited federal borrowing for graduate school has had little to no 
effect on access.

Simply put: Grad PLUS allows for high debt in graduate programs regardless of the actual cost of delivering the education or the 
outcomes of the program, such as earnings gains. The new loan limits will help prevent programs from leaving students with 
debt they may not be able to afford. 

MAKING COLLEGE MORE AFFORDABLE
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Why did the Act eliminate the Grad PLUS student loan program?

For example: 
Columbia University offers a master’s degree in theatre where students who take on federal loans leave with $132,000 in debt on average but earn just $58,000 four years after 

graduating.

The University of Southern California offers a master’s degree in student counseling where students who take on federal loans leave with $118,000 in debt on average but earn just 

$77,000. 

Naropa University offers a master’s degree in psychology where students who take on federal loans leave with $105,000 in debt on average but earn just $45,000.

New York University offers a master’s degree in film and video studies where students who take on federal loans leave with $168,000 in debt on average but earn just $47,000.

The University of Denver offers a master’s degree in psychology where students who take on federal loans leave with $126,000 in debt on average but earn just $60,000. 

Creighton University offers a graduate degree in physical therapy where students who take on federal loans leave with $177,000 in debt on average but earn just $79,000.

The University of Bridgeport offers a doctorate degree in alternative and complimentary medicine where students who take on federal loans leave with $175,000 in debt on average but 

earn just $39,000.

Chapman University offers a master’s degree in drama and theatre arts where students who take on federal loans leave with $139,000 in debt on average but earn just $41,000.

MAKING COLLEGE MORE AFFORDABLE
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How much does Grad PLUS cost American taxpayers?

According to government budget estimates, Grad PLUS loans enrolled in income-driven repayment plans cost taxpayers $33 in 
loan discharges for every $100 that students borrowed, averaging $4.9 billion per year. More than half of the debt enrolled in 
income-driven repayment plans was for graduate school, and borrowers are expected to enroll 85 percent of Grad PLUS loans 
in income-driven repayment plans. 

Capping graduate-level loans generates $51.8 billion in taxpayer savings over 10 years by preventing borrowers from taking on 
excessive debts that would ultimately be paid by taxpayers under expensive forgiveness programs. 

MAKING COLLEGE MORE AFFORDABLE



What are the interest rates for the Parent PLUS program 
and soon-to-be defunct Grad PLUS program?

Grad PLUS and Parent PLUS loans can be a bad deal for students and parents because they charge high interest rates, often 
higher than what the private market charges. PLUS loans currently have an annual 8.94% interest rate and a 4.228% origination 
fee, which is deducted from the amount disbursed to the borrower but still must be repaid. 

How does the Act impact healthcare professionals and teachers?

The new loan limits will drive down tuition without restricting access to workforce pipelines in critical industries like nursing 
and education. The vast majority of students are unaffected by the new borrowing limits, including 95% of students 
in nursing and education programs.

To learn more about the Department’s landmark rule to lower college costs and simplify student loan repayment, see here.

MAKING COLLEGE MORE AFFORDABLE
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Federal Register :: Reimagining and Improving Student Education-Federal Student Loan Program Final Regulations
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HISTORIC FEDERAL STUDENT ASSISTANCE PARTNERSHIP

Press Release
(3/19/26)

The U.S. Department of Education (ED) and the U.S. Department of the Treasury (Treasury) today announced the Federal Student Assistance 
Partnership to enhance the administration of Federal student aid programs, mitigate the continuing fallout and cost to taxpayers from the Biden 
Administration’s mismanagement of the Federal student loan portfolio, and facilitate the return of defaulted borrowers to repayment.

Currently, ED’s student loan portfolio stands at nearly $1.7 trillion with fewer than 40 percent of borrowers in repayment and almost 25 percent 
of borrowers in default. Student loan debt is roughly twice the size of all American university endowments combined and is larger than either 
our nation’s cumulative credit card debt or cumulative auto debt. ED was never intended to operate what would be the fifth-largest commercial 
bank in the United States, distributing over $100 billion each year in Federal student loans and grants.

“The Federal Student Assistance Partnership marks an intentional and historic step toward breaking up the Federal education bureaucracy and 
dramatically improving the administration of Federal student aid programs that millions of American students, families, and borrowers rely on to 
access higher education,” said U.S. Secretary of Education Linda McMahon. “As the Federal student aid portfolio soars to nearly $1.7 trillion and 
with nearly a quarter of student loan borrowers in default, Americans know that the Department of Education has failed to effectively manage 
and deliver these critical programs. By leveraging Treasury’s world-renowned expertise in finance and economic policy, we are confident that 
American students, borrowers, and taxpayers will finally have functioning programs after decades of mismanagement.”
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HISTORIC FEDERAL STUDENT ASSISTANCE PARTNERSHIP

Press Release

Under the new interagency agreement, Treasury will assume operational responsibility for collecting on defaulted Federal student loan debt and 
provide operational support to ED’s efforts to return borrowers to repayment. In subsequent phases, Treasury will work to provide operational 
support over non-defaulted Federal student loan debt, to the extent practicable and permitted by law, while also seeking opportunities to 
provide operational support to FSA’s other functions.

“Under President Trump’s leadership we are undertaking the first serious effort to clean up a $1.7 trillion portfolio that has been badly 
mismanaged for years. Treasury has the unique experience, the operational capability, and the financial expertise to bring long overdue financial 
discipline to the program and be better stewards of taxpayer dollars,” said U.S. Secretary of the Treasury Scott Bessent.

Throughout each phase of the partnership, ED, in conjunction with Treasury, will communicate directly with stakeholders, including students, 
parents, borrowers, institutions, and vendors, to outline anticipated plans and timelines and address any questions. Building on the Trump 
Administration’s successful efforts to fix the Free Application for Federal Student Aid form, the agencies will ensure that the partnership is 
implemented effectively and enhances the delivery of Federal financial aid for students and families.

This agreement follows nine agency partnerships signed over the past year, including the workforce development partnership with the U.S. 
Department of Labor, which has created an integrated Federal education and workforce system and reduced the need for States to consult 
multiple agencies to effectively manage their programs.
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HISTORIC FEDERAL STUDENT ASSISTANCE PARTNERSHIP

What is the purpose of the partnership?

The U.S. Department of Education (ED) and the U.S. Department of the Treasury (Treasury) have entered into an Interagency 
Agreement (IAA) to enhance the administration of federal student assistance programs, mitigate the continuing fallout and cost 
to taxpayers from the Biden Administration’s mismanagement of the federal student loan portfolio, and facilitate the return o f 
defaulted borrowers to repayment.

This partnership will support ED’s implementation of major upcoming changes to federal student assistance made by the 
Working Families Tax Cuts Act. These changes – including the new Repayment Assistance Plan (RAP) and a second rehabilitation 
opportunity for defaulted borrowers – present a unique and promising opportunity to return borrowers to repayment. The 
partnership will draw on Treasury’s expertise in managing highly complex financial and information technology systems and in 
collecting delinquent and defaulted debt for federal agencies.

https://home.treasury.gov/system/files/136/Fact-Sheet-Department-of-Education-and-Department-of-the-Treasury.pdf



HISTORIC FEDERAL STUDENT ASSISTANCE PARTNERSHIP

Why is ED entering into this partnership?

ED’s student loan portfolio stands at nearly $1.7 trillion, with fewer than half of borrowers in  current repayment and almost a 
quarter of borrowers in default. For decades, ED has demonstrated it is ill-equipped to manage a portfolio of this size or  
complexity. The federal student loan portfolio is now roughly twice the size of all university endowments combined and more 
than either all cumulative credit card debt or auto debt in our country.

This long history of mismanagement, particularly during the Biden Administration, left the federal student loan portfolio in 
disarray. Rather than providing borrowers with the tools to manage and repay their student loans, ED focused on implementing 
unlawful repayment and forgiveness schemes that shifted debt to taxpayers, creating ongoing confusion for borrowers, 
families, financial aid administrators, and college access professionals. Notably, the Biden Administration terminated all private 
collections contracts in 2021, leaving ED with little vendor infrastructure to handle inbound calls or conduct outbound calls to 
assist the more than 9 million borrowers in default who could enroll in a repayment plan or rehabilitation agreement and move 
their loans back into good standing. As a result, many defaulted borrowers have languished in default for more than six years, 
damaging their credit scores and the ability to pursue the American dream. The ED-Treasury Federal Student Assistance 
Partnership will improve the administration of federal student aid programs for students, institutions, taxpayers, and other 
stakeholders.

https://home.treasury.gov/system/files/136/Fact-Sheet-Department-of-Education-and-Department-of-the-Treasury.pdf



HISTORIC FEDERAL STUDENT ASSISTANCE PARTNERSHIP

Why did ED select Treasury for this partnership?

As ED returns education to the states and breaks up the federal education bureaucracy, Treasury is well positioned to provide 
operational support to ED’s ongoing work to enhance the management of the federal student assistance programs. ED and 
Treasury have a long history and strong partnership in managing the federal student assistance programs:

• Treasury disburses funds for federal student loans.

• ED leverages Treasury’s federal tax information data systems for income verification for the Free Application for Federal Stu dent Aid (FAFSA) and income-
driven repayment plans.

• ED uses the Treasury Offset Program (TOP) for involuntary debt collections.

• Treasury and ED have contracted with an overlapping set of private collection agencies that have experience with the intricac ies of collecting on federal 
student loans.

• The Financial Literacy and Education Commission (FLEC), which is chaired by Treasury, is used by ED and institutions of highe r education to educate borrowers 
on student loan debt.

• ED has worked with Treasury on employment data for its forthcoming accountability framework.

The IAA is an extension of these existing workstreams. Treasury is already a key partner in administering federal student 
assistance programs, and expanding its role is a logical next step in the evolution of the agencies’ longstanding partnership. 

https://home.treasury.gov/system/files/136/Fact-Sheet-Department-of-Education-and-Department-of-the-Treasury.pdf



HISTORIC FEDERAL STUDENT ASSISTANCE PARTNERSHIP

How will the partnership work?

Under the agreement, Treasury will assume operational responsibility for collecting on defaulted federal student loan debt, 
leveraging private default resolution agencies to help defaulted borrowers enroll in rehabilitation or otherwise return to good 
standing. Treasury will also operational responsibilities for FSA’s Default Resolution Group, which provides direct support for 
those borrowers who have defaulted on their student loans and operates the Default Management and Collections System 
(DMCS). In subsequent phases, Treasury will work to provide operational support over non-defaulted federal student loan debt, 
to the extent practicable and permitted by law, while also seeking opportunities to provide operational support to FSA’s other 
functions, including the administration of the FAFSA form and more. ED, through both the Office of Postsecondary Education 
and FSA, will maintain all statutory responsibilities including policy development.

Throughout each phase of the partnership, ED, in conjunction with Treasury, will communicate directly with stakeholders, 
including students, parents, borrowers, institutions, and vendors, to outline anticipated plans and timelines and address any 
questions. Building on the Trump Administration’s successful efforts to fix the FAFSA form, ED will ensure that the partnership 
is implemented effectively and enhances the delivery of federal financial aid for students and families.

https://home.treasury.gov/system/files/136/Fact-Sheet-Department-of-Education-and-Department-of-the-Treasury.pdf



HISTORIC FEDERAL STUDENT ASSISTANCE PARTNERSHIP

Under what statutory authorities will Treasury and ED perform their activities under the partnership?

The partnership will be implemented under a commonly utilized interagency agreement framework authorized by the Economy 
Act, 31 U.S.C. § 1535. Treasury also has broad authority to collect delinquent and defaulted federal debts under the Debt Collection 
Improvement Act, 31 U.S.C. §§ 3701-3720E. 

How does this partnership align with the purpose of FSA’s Performance-Based Organization (PBO)?

The ED-Treasury Federal Student Assistance Partnership is aligned with the purpose of the PBO legislation, which requires FSA to 
provide high-quality customer service to students and other participants in the federal student financial assistance programs and 
increase accountability. The PBO legislation also provides FSA greater flexibilities in the management and administration of its 
programs, including establishing partnerships with other agencies in order to increase efficiencies and improve program integrity.

https://home.treasury.gov/system/files/136/Fact-Sheet-Department-of-Education-and-Department-of-the-Treasury.pdf



HISTORIC FEDERAL STUDENT ASSISTANCE PARTNERSHIP

What impact will this agreement have on institutions of higher education?

All existing federal student aid systems such as the FAFSA, Common Origination and  Disbursement (COD) System, and the 
National Student Loan Data System (NSLDS) will remain in place and will continue to be administered in accordance with 
applicable statutory requirements. FSA, in conjunction with Treasury, will continue to communicate with colleges  and 
universities through the existing FSA Knowledge Center. 

Institutions of higher education that have pending matters with FSA should continue to reach out using caseteams@ed.gov.

https://home.treasury.gov/system/files/136/Fact-Sheet-Department-of-Education-and-Department-of-the-Treasury.pdf
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HISTORIC FEDERAL STUDENT ASSISTANCE PARTNERSHIP

What impact will this agreement have on students, families, and borrowers?

Students and families will continue to receive the high-quality service they have come to expect under the Trump 
Administration, and borrowers will not have to take any additional actions. Borrowers must continue to repay their student 
loans and work with their assigned loan servicer for any questions or assistance. Borrowers with defaulted loans should 
continue to visit myeddebt.ed.gov for help getting out of default and for updates as Treasury assumes responsibility for 
collecting on defaulted loans.

https://home.treasury.gov/system/files/136/Fact-Sheet-Department-of-Education-and-Department-of-the-Treasury.pdf



HISTORIC FEDERAL STUDENT ASSISTANCE PARTNERSHIP

Is there precedent for such partnerships?

IAAs are a tool commonly used by government agencies to share services, collaborate, and  ensure efficient service delivery. Agencies frequently 
rely upon these agreements, so much so that the government has standardized forms to facilitate agencies’ use of them. IAAs have been used by 
both large and small agencies in Democrat and Republican administrations alike. IAAs serve many purposes, and they are often used for 
administering grant programs.

For example, in 2022, the Biden Administration’s Department of Justice, Federal Bureau of Prisons signed an IAA designating the U.S. Department 
of Labor (DOL) to administer grants under the First Step Act. More recently, ED and DOL successfully implemented an IAA to streamline the adult 
education and family literacy programs funded under Title II of the Workforce Innovation and Opportunity Act (WIOA) and career and technical 
education (CTE) programs funded by Perkins V. The U.S. Department of Agriculture and U.S. Department of War recently announced a 
partnership to implement the National Farm Security Action Plan. In summary, ED has entered into IAAs with other federal agencies for many 
years when doing so has been in the best interest of the U.S. government such as when such agreements are cost-effective or provide enhanced 
or more efficient program support.

Likewise, the Economy Act has been used by federal agencies in the past to enter into contracts with other agencies to perform services. These 
contracts are commonly used to implement IAAs through a contract for services. ED will continue to perform all statutorily required duties and 
responsibilities. 

https://home.treasury.gov/system/files/136/Fact-Sheet-Department-of-Education-and-Department-of-the-Treasury.pdf



https://www.politico.com/news/2026/04/25/treasury-student-debt-education-00887826



https://www.warren.senate.gov/newsroom/press-releases/warren-sanders-wyden-murray-baldwin-blast-new-trump-admin-attempt-to-dismantle-education-department-call-for-immediate-end-to-illegal-transfer-of-student-loans-to-treasury



https://www.warren.senate.gov/newsroom/press-releases/new-responses-from-education-treasury-departments-reveal-trump-admin-cannot-justify-attempts-to-dismantle-education-department



U.S. Senator Elizabeth Warren (D-Mass.), Ranking Member of the Senate Banking Committee, released new responses from the 
Department of Education (ED) and the Treasury Department (Treasury) demonstrating that the agencies cannot articulate a 
clear purpose or plan for implementing their illegal interagency agreement (IAA) transferring the administration of federal 
student loans to Treasury.

The responses were in reply to Senator Warren’s April 2nd letter with Senators Bernie Sanders (I-Vt.), Ron Wyden (D-Ore.), 
Patty Murray (D-Wash.), and Tammy Baldwin (D-Wis.), pressing Secretary of Education Linda McMahon and Secretary of the 
Treasury Scott Bessent to rescind the IAA.

In new responses to the senators, the agencies failed to provide basic details about the implementation of the agreement, 
including timing, cost, and Treasury’s plans for forced collections, or concretely explain how the agreement will help borrowers 
and families.

SENATOR WARREN’S PERSPECTIVE



Treasury also confirmed that while ED is transferring staff to Treasury to execute the IAA, Treasury is also transferring staff to 
ED, raising further concerns that the arrangement is wasting staff and resources.

Previous IAAs have cost ED over $1 million in extra program costs and resulted in weeks-long delays in grant disbursements 
that students and schools rely upon.

While ED and Treasury again insisted in the new responses that their IAA is legal, Secretary McMahon admitted to Senator 
Warren last year that she understands she has no authority to move the statutory responsibilities of the Department of 
Education to other agencies without Congress passing legislation first.

“The Trump administration has no explanation for how this latest attempt to dismantle the Education Department is helping 
anyone — because it isn’t,” said Senator Warren. “The truth is that Trump is jacking up costs for borrowers and wasting 
resources. This illegal agreement is bad for students and families, and I'll do everything I can to fight back."

SENATOR WARREN’S PERSPECTIVE



Senator Warren has led the fight to make our higher education system more affordable, cancel student loan debt, and hold 

student loan servicers accountable for incompetence and malfeasance. She launched the Save Our Schools campaign in a 

coordinated effort to fight back against President Trump’s attempts to abolish the Department of Education.

SENATOR WARREN’S PERSPECTIVE

https://www.warren.senate.gov/save-our-schools-campaign


https://www.federalregister.gov/documents/2026/04/20/2026-07666/accountability-in-higher-education-and-access-through-demand-driven-workforce-pell-student-tuition
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THE FLAWED LOGIC AND FAILED METHODOLOGY 
BEHIND THE DO NO HARM EARNINGS TEST

Policy Recommendations

1. A Better Approach for Certificate Programs

2. Methodological Corrections Needed to Improve the Scientific Integrity of the DNH Metric

• Tip Income Adjustment

• Risk Adjustment

• Occupations Unavailable to High School Graduates

• Public Assistance Reform

• Public Assistance Reform
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Repeal the Education Department’s 90/10 rule

https://www.washingtontimes.com/news/2026/may/4/repeal-education-departments-9010-rule/


https://thecollegeinvestor.com/80027/students-pick-work-over-college-as-ai-rewrites-career-plans/



https://listwithclever.com/research/average-starting-salary-out-of-college/
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