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How the New SAVE Repayment Plan Will Help Borrowers

In July 2023, the U.S. Department of Education released the final version of its new income-driven
repayment plan for federal student loans, called the SAVE Plan. The SAVE Plan, like all IDR plans, calculates
a borrower’s monthly payment amount based on their income and family size. The SAVE Plan replaces the
existing REPAYE Plan. Borrowers already on the REPAYE Plan will automatically be enrolled in the SAVE
Plan.

The SAVE Plan—especially if paired with strong accountability for programs that create unsustainable debt loads—
will strengthen today’s most important safety net for borrowers as we work toward a future where it will no longer
be necessary to take on debt to earn a degree.

Q Borrowers can enroll in the SAVE Plan HERE. You can check whether you were already enrolled in the
REPAYE Plan by logging in to your account on
StudentAid.gov. If you see that you are enrolled in the

e If you are enrolled in the REPAYE Plan or recently REPAYE Plan, you’ll automatically be enrolled in the
applied, you will be automatically enrolled in the SAVE Plan later this summer (2023). If you're on a
SAVE Plan. There is no need to reapply or request different plan, you can enroll in the SAVE Plan here.

to change your plan.

What Does the SAVE Plan Do?

Some new benefits of the SAVE Plan will be available starting in 2023. Others will go into effect in July 2024.

Benefits Going into Effect in 2023 Benefits Going into Effect in 2024

® The amount of income protected from payments
on the SAVE Plan will rise from 150% of the
federal poverty level (FPL) to 225% of the FPL.
This means that borrowers whose incomes are at
or below 225% of the FPL will have $0 monthly
payments in the SAVE Plan.

® Borrowers will no longer be charged any monthly
interest that is not covered by their SAVE Plan
IDR payment. As a result, borrowers who pay
what they owe on this plan—even if their
payment doesn’t cover accruing interest—will
no longer see their loans grow due to unpaid
interest.

® The SAVE Plan excludes spousal income for
borrowers who are married and file separately.

This removes the need for a borrower’s spouse to

cosign their IDR application.

® For undergraduate loans, the SAVE Plan cuts in
half the amount that borrowers must pay each
month from 10% to 5% of discretionary income.
Borrowers who have a mix of undergraduate and
graduate loans will pay a weighted average of
between 5% and 10% of their income based
upon the original principal balances of the loans.

® Borrowers whose original principal loan balance
was $12,000 or less will receive forgiveness after
120 payments (the equivalent of 10 years in
repayment), with an additional 1 year of payments
(12 payments) added for each additional $1,000
borrowed above that level, up to a maximum of
20 or 25 years.


https://studentaid.gov/idr/
https://studentaid.gov/idr/
https://studentaid.gov/announcements-events/save-plan
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How the SAVE Plan Protects Borrowers

Once fully implemented, the SAVE Plan will provide meaningful financial relief to millions of borrowers and help
shield students from debt that has not paid off.

Better Protects Borrowers from Estimated Monthly Payment Under the SAVE Plan
Unaffordable Monthly Payments (Seralle B

The SAVE Plan revises the formula for determining monthly Income

payment amounts to make payments more affordable for $60k

all borrowers, especially those with low and moderate

incomes, by increasing the amount of income protected $50K

from repayment from 150% to 225% of the federal poverty

level for all borrowers. For a single borrower with no $40k

dependents, this means that if you're making $32,800 per

year or less, your payment will be $0. $30k

SAVE also lowers the percentage of discretionary income for $20k

borrowers with undergraduate loans. Borrowers with only

undergraduate loans will pay 5% of their discretionary $10k

income; borrowers with only graduate loans will pay 10% of

their discretionary income; borrowers with both types of $o

loans will pay between 5-10%, based upon a weighted

average calculated from the share of their original loan

balances borrowed for undergraduate versus graduate Family Size

studies. Source: U.S. Department of Education

Q Prevents Balances from Ballooning Due to Interest Charges

The SAVE Plan provides a full interest subsidy for all loans for the entire time a borrower is enrolled. This is a key
improvement over existing IDR options and is a targeted benefit that helps minimize the growth of loan balances for
borrowers with low incomes relative to their debt.

0 Shortens the Repayment Term for Borrowers with Lower Balances

The SAVE Plan forgives loan balances after 10 years of payments for borrowers with original loan balances of $12,000
or less, with an additional one year of payments added for each additional $1,000 borrowed above that level, up to a
maximum of 20 or 25 years (depending on whether the borrower has graduate loans). This is more generous than the
REPAYE Plan, which requires 20 or 25 years of payments before forgiveness regardless of a borrower’s starting principal
balance.

Q Better Protects Borrowers from the Harsh, Punitive Consequences of Loan Default

The SAVE Plan helps keep borrowers out of default by automatically enrolling those who are at least 75 days behind on
their payments into the IDR plan that provides them with the lowest monthly payment.

The Education Department is also allowing borrowers in default to access the existing income-based repayment (IBR) plan;
borrowers in default who provide income information that shows they would have had a $0 payment at the time of default
will be automatically moved to good standing, allowing them to access the SAVE Plan. Borrowers in default were previously
not able to access an IDR plan.
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