
1. Public Service Loan Forgiveness (PSLF) Remains Fully Intact 

Employees at qualifying organizations can still access forgiveness after 10 years of full-time 
employment. Qualifying organizations include non-profit healthcare systems, K–12 public education, 
public universities, government agencies, tribal entities, and other 501(c)(3) organizations. Teacher 
Loan Forgiveness also remains fully intact. Loan amounts forgiven under PSLF and Teacher Loan 
forgiveness remain permanently tax-free. 

Separately, the Trump administration is pursuing regulatory changes that could restrict PSLF 
access based on an employer’s “mission or legal status,” potentially undermining future eligibility 
for some organizations. We do not foresee any impact on the employers we serve. 

2. Student Loan Repayment Costs Will Increase Starting in July 2026

The Act eliminates the most affordable repayment plans for federal student loans. Starting in 
July 2026, all new loans or payment plan updates are limited to the Standard 10-year plan, the 
Income-Based Repayment plan (IBR) or the new Repayment Assistance Plan (RAP). In virtually all 
cases, monthly payments and lifetime obligations will increase relative to current options. Borrowers 
that choose RAP will be locked into the plan for the life of the loan.

Smart Actions: Borrowers can still enroll in Income-Driven Repayment (IDR) plans through June 
2026 and be grandfathered into these more affordable options until July 2028. Borrowers already 
on an IDR plan (SAVE, PAYE, ICR) are also grandfathered until July 2028 if their loans stay in good 
standing.  
     
3. The Cost of College for Families Will Rise… Even More

This Act reduces federal funding for families and narrows their borrowing options starting in July 
2026: 

	➤ Parent PLUS Loans will have an annual cap of $20,000 per child and a $65,000 lifetime 
borrowing limit (currently unlimited up to the cost of attendance).

	➤ Parent PLUS loans originating after June 2026 will not be eligible for Public Service Loan 
Forgiveness.   
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3. The Cost of College for Families Will Rise… Even More (cont.)

	➤ Graduate PLUS Loans will be eliminated, impacting those pursuing graduate or professional 
degrees in medicine, law, and other advanced degrees. 

	➤ Capped Stafford loans are an option but often don’t cover full program costs. 
 
Complication: The reduction in federal funding comes at a time when college costs have outpaced 
inflation for decades. Furthermore, recent cuts in federal support to universities have triggered 
additional tuition and fee increases at major institutions nationwide — compounding the financial 
strain on families and limiting access to higher education. 

4. Tax-Advantages for Education Assistance Were Preserved and Expanded

For employers, the legislation solidifies tax-advantaged options to support workforce education: 

	➤ ​Student Loan Repayment Assistance and Tuition Assistance benefits are now permanently tax-free 
under Section 127 of the IRC to both the employee and the employer (up to $5,250 per year). 

	➤ This $5,250 limit will now be indexed for inflation, marking the first adjustment in nearly 40 years. 
	➤ The IRC continues to support Student Loan Retirement Matching through Secure 2.0 Act 

provisions.
	➤ Public Service Loan Forgiveness and Teacher Loan Forgiveness remain tax-free.

For employees, the legislation expands 529 Plan usage: 

	➤ Qualified expenses now include K-12 tuition (public, private, or religious).
	➤ Cash distribution limits increase from $10,000 to $20,000 per beneficiary. 
	➤ These expansions are effective for the 2026 tax year and beyond.

5. There is a Short Window for Employees to Get Ahead of Financial Consequences

Employees still have time to switch to more affordable repayment plans and protect their eligibility 
for future loan forgiveness, but they must act now:

	➤ Borrowers can still enroll in more favorable repayment plans through June 2026 and be 
grandfathered into lower payments until July 2028. 

	➤ Parent PLUS loan borrowers seeking to minimize payments must consolidate into a Direct 
Consolidation Loan and select the ICR plan before July 2026 and then after July 2026 choose the 
Income-Based Repayment plan. 

	➤ Parent PLUS loans that are not consolidated before July 2026 will be permanently ineligible for 
income-driven options. 

	➤ Parent PLUS loan borrowers working for a nonprofit employer can still qualify for Public Service 
Loan Forgiveness, but only if they consolidate into a Direct Consolidation Loan and enroll in the 
ICR plan before July 2026.
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If you have questions or need further information, reach out  
to your dedicated representative or email info@tuition.io

Tuition.io Industry Briefs are proprietary resources.  
Redistribution, reproduction, or external use is not permitted without authorization.

Tuition.io is dedicated to providing guidance and solutions to help employers build a skilled, 
engaged and stable workforce. Our Industry Briefings are intended to help employers, 
benefit brokers and advisors, record keepers, and other workforce professionals be 
informed about trends in the dynamic areas of student loan debt, higher education, and 
their impact on the U.S. workforce. Visit Tuition.io and subscribe.
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Tuition and Student Loan Assistance Benefits Will Continue to Grow in Importance  

As wage garnishment and forced debt collections on federal student loans resume, the One 
Big Beautiful Bill Act is set to deepen the financial burden on the U.S. workforce. The legislation 
introduces structural changes that will significantly raise the long-term cost of student debt and 
higher education. At the same time, sweeping revisions to repayment programs are adding new 
layers of complexity, making it harder for employees to understand their options and take informed 
action.

TUITION.IO CAN HELP
​​Employees of our clients have:   

	➤ Unlimited 1:1 Student Loan Coaching for employees and family members 

	➤ Access to expert-led webinars - View Upcoming and On-demand Sessions 

	➤ Support with proactive employee communications  

Employers have expanded tax-advantaged options to provide education assistance to employees 
including student loan contributions, student loan retirement matching, tuition assistance and 
Public Service Loan Forgiveness support. Schedule time or email info@tuition.io to explore 
options for your workforce.

SCHEDULE TIME TO LEARN MORE
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