
FEDERAL REGULATIONS CHANGES FOR STUDENT LOAN LIMITS – January 30, 
2026 (fed register posted regulations for comments due March 2) 

New Department of Education regulations, effective July 1, 2026, will significantly 
restrict federal borrowing by eliminating the Graduate PLUS loan program and capping 
Parent PLUS loans, aiming to reduce tuition and over-borrowing. These changes will 
limit annual graduate borrowing to $20,500 and professional borrowing to $50,000, 
impacting roughly 25–40% of borrowers and reducing federal loan volume by $8–10 
billion annually.  

Key Impacts of New Student Loan Regulations (Effective July 1, 2026) 

●​ Loan Caps and Borrowing Limits: The Grad PLUS loan program, which allowed 
borrowing up to the full cost of attendance, is eliminated. 

o​ Graduate Students: Capped at $20,500 annually, with a $100,000 lifetime 
limit. 

o​ Professional Degrees: Capped at $50,000 annually, with a $200,000 
lifetime limit. 

o​ Parent PLUS: Capped at $20,000 per year, with a $65,000 lifetime limit 
per dependent student. 

o​ Overall Limit: A new aggregate lifetime loan limit of $257,500 is 
established for all, excluding Parent PLUS. 

●​ Targeted Impact on Education Costs: These measures are designed to force 
colleges to lower tuition and reduce reliance on high-cost, low-ROI, or high-debt 
programs. 

●​ Repayment Plan Changes: Many current income-driven repayment (IDR) plans, 
including SAVE and PAYE, will be terminated for new loans. Borrowers will 
choose between a standard 10-25 year repayment plan or a new Repayment 
Assistance Plan (RAP) based on income. 

●​ Default and Rehabilitation: Borrowers in default get extended time for 
rehabilitation and a second chance to rehabilitate loans, aimed at helping 
borrowers manage repayments under the new, stricter rules. 

●​ Impact on Borrowers and Institutions: Approximately 20% of master's students 
who borrow above these new limits may face challenges, with potential for 
increased reliance on higher-interest private loans. The changes may also 



reduce access to higher education for some, particularly in professional fields like 
healthcare.  

Students enrolled in a program before June 30, 2026, will generally not be subject to the 
new borrowing caps for three years 

 

 

AOTA argues against reducing federal student loan caps for occupational therapy (OT) 
students, arguing that lower limits ($20,500 annual/$100,000 total) compared to 
"professional" programs ($50,000/$200,000) will restrict access to education, worsen 
nationwide workforce shortages, and force students into high-interest private loans. 
They contend this will disproportionately impact diverse students and threaten program 
viability in underserved regions.  

Key Points of AOTA's Argument: 

●​ Workforce Shortages: Limiting loans will decrease the number of students 
entering the field, worsening the existing, high demand for OT services. 

●​ Inequity in Classification: AOTA argues that OT, as a doctoral-level, clinically 
intensive profession, should be classified under the higher "professional 
program" caps, rather than the proposed lower graduate student limits. 

●​ Financial Strain & Access: The reduction forces students to rely on costlier 
private loans, creating barriers for entry and increasing financial burden. 

https://www.google.com/search?q=AOTA&rlz=1C1GCEU_en&oq=AOTA%27s+argument+for+not+reducing+student+loan+caps&gs_lcrp=EgZjaHJvbWUyBggAEEUYOTIHCAEQIRigATIHCAIQIRigATIHCAMQIRigATIHCAQQIRigATIHCAUQIRiPAtIBCTE1OTE5ajBqOagCBrACAfEFl61-CgQbe0Y&sourceid=chrome&ie=UTF-8&mstk=AUtExfBc8jsVSG90bdYRIidLVEclFRzZPIHBfY658xm9ZmDiG3Hm1KNBWhnPnxfzHzfTOzbAVER1PjPXZYAngKqaju4MpA8WhngQRimbactoryAWrHUtrHOpRJX0QkzYyE2uCpWrWZ_lobry4_0uGLoAegybX1kE9lC9tAqjz2cgyPVa2UcLIe3XRXNje_Vg0E4cHquc&csui=3&ved=2ahUKEwj2icm0-7qSAxWBMlkFHeG4M_UQgK4QegQIARAD


●​ Advocacy & Legislative Solution: AOTA is actively pushing for the Loan Equity for 
Advanced Professionals (LEAP) Act, which would ensure all graduate healthcare 
students have the same higher borrowing capacity.  

Counter-Arguments & Controversy: 

●​ Tuition Focus: Some practitioners disagree with AOTA, arguing the focus should 
be on holding universities accountable for high tuition costs rather than fighting 
for higher loan amounts. 

●​ High Debt Levels: Critics note that current debt-to-income ratios are already 
unsustainable and that higher caps allow schools to keep tuition high.  

AOTA maintains that while tuition reduction is important, the immediate effect of lower 
caps is to shut prospective students out of the profession, prompting them to fight for 
the higher, "professional" classification.  

 

 

https://www.google.com/search?q=Loan+Equity+for+Advanced+Professionals+%28LEAP%29+Act&rlz=1C1GCEU_en&oq=AOTA%27s+argument+for+not+reducing+student+loan+caps&gs_lcrp=EgZjaHJvbWUyBggAEEUYOTIHCAEQIRigATIHCAIQIRigATIHCAMQIRigATIHCAQQIRigATIHCAUQIRiPAtIBCTE1OTE5ajBqOagCBrACAfEFl61-CgQbe0Y&sourceid=chrome&ie=UTF-8&mstk=AUtExfBc8jsVSG90bdYRIidLVEclFRzZPIHBfY658xm9ZmDiG3Hm1KNBWhnPnxfzHzfTOzbAVER1PjPXZYAngKqaju4MpA8WhngQRimbactoryAWrHUtrHOpRJX0QkzYyE2uCpWrWZ_lobry4_0uGLoAegybX1kE9lC9tAqjz2cgyPVa2UcLIe3XRXNje_Vg0E4cHquc&csui=3&ved=2ahUKEwj2icm0-7qSAxWBMlkFHeG4M_UQgK4QegQIAxAE
https://www.google.com/search?q=Loan+Equity+for+Advanced+Professionals+%28LEAP%29+Act&rlz=1C1GCEU_en&oq=AOTA%27s+argument+for+not+reducing+student+loan+caps&gs_lcrp=EgZjaHJvbWUyBggAEEUYOTIHCAEQIRigATIHCAIQIRigATIHCAMQIRigATIHCAQQIRigATIHCAUQIRiPAtIBCTE1OTE5ajBqOagCBrACAfEFl61-CgQbe0Y&sourceid=chrome&ie=UTF-8&mstk=AUtExfBc8jsVSG90bdYRIidLVEclFRzZPIHBfY658xm9ZmDiG3Hm1KNBWhnPnxfzHzfTOzbAVER1PjPXZYAngKqaju4MpA8WhngQRimbactoryAWrHUtrHOpRJX0QkzYyE2uCpWrWZ_lobry4_0uGLoAegybX1kE9lC9tAqjz2cgyPVa2UcLIe3XRXNje_Vg0E4cHquc&csui=3&ved=2ahUKEwj2icm0-7qSAxWBMlkFHeG4M_UQgK4QegQIAxAE

