Student Loan Forgiveness Paused Under IBR:

What Borrowers Need to Know Now
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(DOE) has announced a suspension of student loan forgiveness under the Income-Based
Repayment (IBR) plan — a crucial program that helps borrowers manage high student loan
debt relative to income. This pause comes amidst broader legal and policy shifts in the

landscape of income-driven repayment (IDR) plans.

What Is the IBR Plan?

The IBR plan is a federally authorized repayment program designed for borrowers whose

debt levels are high relative to their income. Under IBR:

e Monthly payments are capped at 10% or 15% of discretionary income.
e Payments are recalculated annually based on income and family size.
e After 20 or 25 years of qualifying payments (depending on when the borrower

received their first loan), any remaining balance may be forgiven.

Unlike other income-driven plans, IBR was enacted by Congress — giving it a more secure

legal foundation.
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Why Is Forgiveness Paused?

Although IBR has not faced direct legal challenges, the Department of Education announced
that forgiveness under IBR is temporarily paused while internal systems are updated.

In a July 2025 statement, the DOE clarified:

“Currently, IBR forgiveness is paused while our systems are updated. IBR forgiveness will

resume once those updates are completed.”

This pause comes amid broader changes, including the dismantling of the Saving on a
Valuable Education (SAVE) plan, which was blocked by federal court rulings — first in July
2024 and again in February 2025 by the Eighth Circuit Court of Appeals. As a result,
forgiveness under the SAVE, Pay As You Earn (PAYE), and Income-Contingent

Repayment (ICR) plans has also been suspended.

The Legal Landscape: Congressional vs. Administrative Plans

The Department cited that SAVE, PAYE, and ICR were not created by Congress, limiting the
DOE’s ability to defend them in court. In contrast, IBR — as a congressional statute — remains

legally intact.

“Forgiveness as a feature of the SAVE, PAYE, and ICR Plans is currently paused because those
plans were not created by Congress. ED can and will still process loan forgiveness for the IBR

Plan, which was separately enacted by Congress.”

Despite this distinction, critics argue that the DOE is using the SAVE injunction as a

justification to delay IBR forgiveness — further frustrating borrowers awaiting relief.
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What Many Borrowers Should Do Now

With over 1.5 million IDR applications backlogged, interest charges have resumed for
those enrolled in the SAVE plan. The DOE is now advising borrowers to switch to the IBR
plan, which remains legally viable and eligible for forgiveness — once system updates are

completed.

In a statement earlier this month, Secretary of Education Linda McMahon emphasized the

urgency:

“The Department urges all borrowers in the SAVE Plan to quickly transition to a legally
compliant repayment plan — such as the Income-Based Repayment Plan. Borrowers in SAVE
cannot access important loan benefits and cannot make progress toward loan discharge

programs authorized by Congress.”

Key Takeaways for Borrowers

o IBR forgiveness is paused but not eliminated. It is expected to resume after system
updates.

e Forgiveness under SAVE, PAYE, and ICR is blocked due to federal court
injunctions.

¢ Borrowers should consider switching to IBR to continue progressing toward
forgiveness.

o Interest is now accruing on SAVE plan loans, raising the financial stakes of

staying in limbo.
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The Beauty of Planning

If you're a physician or healthcare professional juggling your finances, you don’t have to

navigate it alone.
Ready for Strategic Tax Clarity?

Cobalt PacWest Advisors (CPA) specializes in strategic tax planning, tax compliance, CPA-
led comprehensive financial planning, and business advisory services tailored for physicians,
healthcare professionals, high-income families and businesses intent on minimizing taxes to
the lowest levels possible while remaining compliant with all tax laws, and plan for their

future to achieve what matters most and live their best lives.

Whether you're navigating the complexities of hospital employment, managing side practice
income, optimizing student loans, planning for your family's financial legacy, or growing

long-term wealth—our integrated approach combines:

¢ Proactive tax strategy
o Comprehensive financial planning

o Flawless year-end tax preparation

...to help you align today’s financial decisions with tomorrow’s goals.
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Ifyou are feeling uneasy about the financial decisions you are (or are not) making to increase
financial and tax efficiencies and reduce your tax liabilities, and attempts to "guess" what you

need to do each year to be able to fund your family's non-negotiable and "wish list” financial
gouals, plans for achieving financial independence and retiring on your terms aren't providing

you the confidence you need, you are not alone.

t. Time is money.
Schedule your complimentary consultation today.

Let’s chart a smarter path forward—together.
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npapagni@cobaltpacwestadvisors.com
www.cobaltpacwestadvisors.com
www.lajollataxcpa.com | www.centurycitytaxcpa.com
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